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Executive Summary

On May 24, 2023, Governor Polis signed HB23-1105, CONCERNING THE CREATION OF TASK
FORCES TO EXAMINE ISSUES AFFECTING CERTAIN HOMEOWNERS’ RIGHTS, AND, IN CONNECTION
THEREWITH, CREATING THE HOA HOMEOWNERS’ RIGHTS TASK FORCE AND THE METROPOLITAN DISTRICT
HOMEOWNERS’ RIGHTS TASK FORCE, AND MAKING AN APPROPRIATION. HB23-1105 created the HOA
Homeowners’ Rights Task Force to examine issues confronting communities that are
governed by the executive board of an association. Specifically, the HOA
Homeowners’ Rights Task Force (“Task Force”) was directed to examine issues
confronting HOA homeowners’ rights, including the following authority and practices
of associations:

K Fining authority and practices;

K Foreclosure practices;

u Communications with HOA homeowners regarding association processes and HOA
homeowners’ rights and responsibilities; and

u For each association in a representative sample of associations, the availability of
and method of making available to HOA homeowners in the association various
governing documents.’

HB 23-1105 also required the Task Force to review HOA homeowners’ complaints, as
reported to the HOA Information and Resource Center or to homeowners’ advocacy

groups in the state. The Task Force was also charged with identifying areas of focus
for legislative recommendations for the 2024 legislative session.

The Task Force held a total of eight meetings. Several of the meetings included
informational presentations from industry representatives regarding such topics as
reserve studies, financial assistance for homebuyers facing foreclosure, and HOA
provisions in Real Estate Commission approved Contract to Buy and Sell. Additionally,
one meeting was dedicated to public comment, where all members of the public were
invited to sign up to provide testimony regarding their experiences with HOAs. The
Division of Real Estate also compiled data from several sources regarding homeowner
complaints and presented the data to the Task Force for their consideration. The Task
Force engaged in discussion about what is working well, what is not working well, and
recommendations for improvement regarding the topics mandated by HB23-1105 and
other HOA related topics.

1 The full text of the documents to be examined, pursuant to § 12-10-226.3, C.R.S., are as follows: the
declaration; covenants; bylaws; articles of incorporation if the association is a corporation or other
organizational documents if the association is another type of entity; rules and regulations; responsible
governance policies adopted pursuant to § 38-33.3-209.5; any other policies that the executive board of the
HOA adopts; financial statements as described in § 7-136-106; the most recent reserve study, if the
association has conducted a reserve study; and records of the executive board’s actions related to collections
activity or legal action taken against a unit owner.



The Task Force discussed a wide array of topics related to homeowners’ associations.
The prevailing concepts identified were that the Colorado Common Interest
Ownership Act needs to be reformed, including modernizing portions of the act that
would ultimately result in efficiencies and cost savings. An Alternative Dispute
Resolution Program would provide homeowners with a cost effective and expedited
process in which to resolve conflicts with the HOA. Education for homebuyers,
homeowners, and real estate professionals about HOAs is critical. Homeowner
engagement in the HOA is important to the health and sustainability of the
community. Regulation of community association professionals is necessary to protect
the safety and soundness of the communities, and to ensure that the professionals are
qualified and competent to perform their duties on behalf of the HOA.

This document, the HB23-1105 Homeowners’ Rights Task Force Final Report (“the
Report”), provides an overview of the Task Force’s considerations and
recommendations. It is anticipated that this report will assist the General Assembly in
developing policy about common interest communities in future legislative sessions.

HOA Homeowners’ Rights Task Force Background

Appointments to the HOA Homeowners’ Rights Task Force (the “Task Force”) were as
follows:

Governor Appointments:

KU Lee Freedman - An attorney licensed in the state who specializes in common
interest community law

i Richard Brown - A representative of a developer registered pursuant to section 12-
10-503(1), C.R.S.

u Lallis Jackson - An accredited community association manager

Speaker of the House of Representatives Appointments:

U Representative Naquetta Ricks

K Senator Rhonda Fields

u Joyce Akhahenda - A homeowner who resides in a common interest community
located in a disproportionately impacted community

U Peter Siegel - A homeowner who resides in a common interest community and who
serves on the executive board of the HOA Homeowner’s HOA

u Connie Van Dorn - A representative of an organization that advocates for HOA
Homeowners in Colorado

i Jesse Loper - An attorney licensed in the state that advocates for HOA
Homeowners in Colorado

Ex Officio Members:

KM Marcia Waters - Director of the Division of Real Estate

i Jose Trujillo - Designee of Alison George, Director of the Division of Housing in the
Department of Local Affairs

i Nick Altmann - HOA Information Officer



With the goal of facilitating fully informed discussion during the Task Force meetings,
the Division of Real Estate (“Division”) collected numerous sources of data and legal
resources for task force members to review. Some of the materials provided to Task
Force members include:

i1 The Division, on behalf of the Task Force, requested the governing documents
from thirty-nine homeowner associations (“HOAs”). Seventeen HOAs responded to
the request by providing their governing documents for the Task Force members to
review.

1 Complaint data from the Colorado HOA Homeowner Advocates and the Colorado

HOA Forum.

Complaint data from the HOA Information and Resource Center.

The Division, through a platform established by the Department of Regulatory

Agencies, managed an online engagement platform (https://engagedora.org/hoa-

task-force) that provided consumers with an opportunity to share their

experiences regarding HOAs. The data collected from this platform was also
shared with the Task Force members.

i Current copies of the Colorado Common Interest Ownership Act (“CCIOA”), the
Uniform Common Interest Ownership Act of 2021, the Condominium Ownership
Act, the Nonprofit Corporation Act, and the Public Right of Way Act.

u The Governor’s Roadmap to Colorado’s Future: 2026 and the report released
pursuant to Executive Order D 2019 006.
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Due to the timing of the appointments, the first meeting of the Task Force was
convened on October 24, 2023. As required by HB23-1105, at its first meeting, the
Task Force identified the following considerations for possible legislation:

u Explore the creation of an alternative dispute resolution process to address
homeowner disputes;

K Consider revising HB22-1137 to address special assessments and emergency

fund availability;

Consider revising HB22-1139 to address impact on the public right of way;

Explore the creation of a reserve bill that protects home values in communities

and enables HOAs to have a funding source for emergencies;

u Consider the licensure of community association managers, and possibly
homeowner associations; and

1 Explore the creation of a voter reform bill to increase homeowner participation
in the HOA budget approval process.

=T

These considerations were transmitted to Governor Jared Polis, Senator Sonya Jaquez
Lewis, Chairperson of the Senate Committee on Local Government and Housing, and
Representative Meg Froelich, Chairperson of the House Committee on Transportation,
Housing and Local Government on December 8, 2023.


https://engagedora.org/hoa-task-force
https://engagedora.org/hoa-task-force

HOA Homeowners’ Rights Task Force Mandate

HB23-1105 required the Task Force to examine issues confronting HOA Homeowners’
Rights, including the following authority and practices of associations:

1. Fining authority and practices;

2. Foreclosure practices;

3. Communications with HOA homeowners regarding association processes and
HOA homeowners’ rights and responsibilities; and

4. For each association in a representative sample of associations in the state that
the Task Force selects, the availability of and method of making available to
HOA homeowners in the association: the declaration; covenants; bylaws;
articles of incorporation if the association is a corporation or other
organizational documents if the association is another type of entity; rules and
regulations; responsible governance policies adopted pursuant to section 38-
33.3-209.5; any other policies that the executive board of the HOA adopts;
financial statements as described in section 7-136-106; the most recent reserve
study, if the association has conducted a reserve study; and records of the
executive board’s actions related to collections activity or legal action taken
against a unit owner.

In addition to the mandate to examine the four authorities and practices outline
above, HB 23-1105 also required the Task Force to review HOA homeowners’
complaints, as reported to the HOA Information and Resource Center or to
homeowners’ advocacy groups in the state.

The Task Force met eight times to accomplish the directives of HB23-1105. The
meetings were conducted through Zoom webinars and streamed on YouTube. All the
meetings were recorded. The recordings of all the Task Force meetings can be found
at: https://engagedora.org/hoa-task-force/widgets/74833/videos. Aside from the
January 2, 2024 meeting, which was dedicated to public comment, the meetings
consisted of focused discussions among the Task Force members about their
experiences and observations regarding HOAs. In addition to examining the four
authorities and practices and HOA complaints as mandated by HB23-1105, the Task
Force also discussed several other related topics affecting common interest
communities. The Task Force’s discussions centered on what is working well and what
could be improved regarding these topics. Summaries of the key points of the Task
Force discussions are detailed below.



https://engagedora.org/hoa-task-force/widgets/74833/videos

Fining Authority and Practices

The Task Force discussed fining authority and practices of HOAs at the November 21,
2023 and January 16, 2024 meetings. The recording of the meetings can be found at:
https://www.youtube.com/watch?v=Cw8w1dgaZTo&t=6s and
https://www.youtube.com/watch?v=hyDa3Rh0J4U&t=3s

In June 2022, Governor Polis signed HB22-1137 into law. This new Act amended
CCIOA and made several changes limiting the conduct of an HOA in collecting unpaid
assessments, fees, and fines.

As a result of HB22-1137, HOAs are now prohibited from imposing daily late fees or
fines and are required to provide a unit owner a period to cure a violation of any HOA
governing documents before the HOA may fine the unit owner. Pursuant to HB22-
1137, there are two categories of violations: those that pose a threat to public health
or safety, and those that do not. If an HOA reasonably determines that the violation
poses a threat to public health and safety, the HOA shall provide the unit owner
written notice of the violation informing the unit owner that they have 72 hours to
cure the violation.? If the matter is not resolved within 72 hours, the HOA can fine
the homeowner every other day and may take legal action against the unit owner for
the violation.3 If the HOA reasonably determines that the owner committed a
violation that does not pose a threat to public health or safety, the association shall,
through certified mail, return receipt requested, provide the unit owner with written
notice of the violation.# The owner must be given two consecutive 30-day periods to
cure the violation. Pursuant to section 38-33.3-209.5(1.7)(b)(lll)(A), C.R.S., the
association can fine the owner after the first 30-day period and under section 38-33.3-
209.5(1.7)(b)(IN)(B), C.R.S., may commence legal action if the violation is not cured
following the second 30-day period. The total amount of fines imposed for the
violation may not exceed five hundred dollars.>

The foundation of the Task Force discussion regarding fining authority and practices
was the examination of the true purpose of fines. Task force members agreed that
the purpose of HOA fining authority is to serve a deterrent effect against future
violations, and therefore fining authority should never be used to generate revenue
and budgets should not include fines as a revenue item.

2§ 38-33.3-209.5(1.7)(b)(I1)(A), C.R.S.
3§ 38-33.3-209.5(1.7)(b)(I1)(B), C.R.S.
4§ 38-33.3-209.5(1.7) (b) (1) (A), C.R.S.

5§ 38-33.3-209.5(1.7)(b)(Il)(A), C.R.S.


https://www.youtube.com/watch?v=Cw8w1dgaZTo&t=6s
https://www.youtube.com/watch?v=hyDa3Rh0J4U&t=3s

Task Force members highlighted what they believe is working well regarding fining
authority and practices:

K1 The fact that there is fining authority. The ability to impose fines has a positive
deterrent effect.

K It is felt that HOA foreclosures have been reduced because of HB22-1137

protections.

o It was noted that many foreclosure processes were stayed because of the
Covid pandemic; this factor may have contributed to the decrease in the
number of foreclosures.

HB22-1137 notice requirements are aligned with other foreclosure practices.

The Department of Local Affairs’ Emergency Mortgage Assistance Program

dovetailed with HB22-1137 so that homeowners at risk of foreclosure had the

documentation in hand that enabled them to apply for emergency assistance,
saving another 158 homeowners from foreclosure, according to a Task Force
member.

KU Some associations have figured out how to incorporate courtesy notices into the

front end of any delinquent assessment process (saving postage and administrative

costs).

Diversity of language has been incorporated into the statute and recognizes that

homeowners may speak a variety of languages.

Daily fines have been eliminated.

Interest rates on unpaid assessments, fines, or fees have been capped at 8%.

“Cure” timeframes have been established (no fining after a violation is cured).

“Cure” definition tells the homeowner what must be done to cure a violation.

A written payment plan must be offered to the homeowner in advance of any

foreclosure procedure.

Boards are required to vote on legal actions taken against a homeowner (cannot

claim ignorance that the management company acted on their behalf).

U Recoverable attorney fees must now be considered “reasonable” and are
determined by the Court, not the attorney.

u If the association has violated any foreclosure laws against a homeowner, the
homeowner, within five years, may file a civil suit against the association and seek
damages up to $25,000, plus costs and attorney fees.

KM Most associations have updated the three required governance policies which are
required by section 38-33.3-209.5: procedures for collection of unpaid
assessments, procedures for covenant and rule enforcements, and conduct of
meetings (related to fining authority and practices).

M A structured payment plan has benefitted some homeowners.

K Multiple communications avenues, including email and text have been

incorporated into the process.

Small claims court jurisdiction has been expanded.

Posting on the door has been effective in getting the attention of owners to pay

their assessments.

K Non-urgent foreclosures being prohibited is a good thing.
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K1 The designated contact for communication has been a positive development; new

conversations about how to address community issues amicably and inexpensively
have taken place.

K A shared goal was articulated, i.e., finding a balance where people can come back

H

into compliance while the needs of the neighbors are honored for the most part in
the majority of disputes.

HB22-1137’s collection practices eliminated predatory industry “insider” purchases
of HOA foreclosures.

K Associations may no longer foreclose based on fines and fees alone.

Task Force members highlighted what they believe is not working well regarding
fining authority and practices:

H

HB22-1137 does not address repeat violations. A specific area of concern
regarding this is the statutory limitation that “the total amount of fines imposed
for the violation may not exceed five hundred dollars.” There is ambiguity in this
language regarding whether each repeat violation can be fined at five hundred
dollars, or if the association is limited to imposing a total penalty of five hundred
dollars for any and all violations of the same covenant.

o For example, the statute does not address what happens when someone
cures a violation within the first thirty days, but then within 5 days commits
the same violation again.

HB22-1137’s cap of fines at $500 is unreasonable and removes some of the
deterrent effect of fines. A $500 fine may be a good deterrent for some
violations, such as leaving a trash can out overnight. However, in other situations,
this cap makes the fining authority an insufficient deterrent. For example,
incurring a $500 fine for parking an RV on the street is often less of a burden than
paying for RV storage. Accordingly, a $500 cap is attractive to truly bad actors.

In relation to the cap of $500 on fines, of particular concern to several Task Force
members is the situation where the limit on fines encourages people to break
covenants to make a profit. For example, in response to the affordable housing
crisis in the mountain areas, many properties are deed-restricted to be required to
provide employee housing. A bad actor who chooses to break that covenant and
use the property for short term rentals can easily make enough profit in a short
amount of time to cover a $500 fine. Similarly, a resident could choose to run a
business out of their home in violation of the covenants but make enough money
that the limited fine does not deter them from continuing the violation.

Current fining practices fail to address a number of common violations that are
non-curable because the damage or harm has already occurred. Examples of this
are a noise violation or a resident allowing their dog to bark all night. Is this
violation to be considered cured just because it comes to an end? And what
happens when it occurs again a week later? Because of the ephemeral nature of
the violation, there is not an opportunity for a thirty plus thirty-day cure period, is
the association never allowed to fine or pursue legal action?

HB22-1137 does not provide an association the right to seek a restraining order or
injunctive relief to enforce covenant violations that cause harm. This leaves



associations without an option to adequately address health and safety concerns,
violations which cause or threaten to cause harm, and repeat violations.
HB22-1137’s provisions addressing fines and timeframes to cure public health and
safety violations do not address the need for the immediate cure of some
violations. Most of the health and safety violations that are given a 72-hour cure
period are really in need of an immediate cure. For example, in a community with
shared spaces, such as a condominium building, construction materials left out in
front of a shared elevator are a risk to resident safety that should not be allowed
to persist for 72 hours. If such dangers are not removed immediately, an
association needs to have the ability to step in and cure the violation and then
pass the cost to cure the violation on to the homeowner.

HB22-1137 does not define what constitutes a public health and safety violation,
but rather leaves this decision to the reasonable determination of a board of
directors.

HB22-1137’s requirement to physically post a copy of the notice of delinquency at
the unit owner’s unit are problematic in multiple ways, including:

o0 Board members and community managers must risk their own safety to post
notices on homes, often having to face threats and entering onto properties
that are posted as “no trespassing.”

o Unit owner privacy rights are violated: if a tenant lives on the property,
they do not have the right to know of violations committed by the owner. In
such situations, the posting of delinquency notices discloses confidential
financial information about the owner to a 3" party, namely the tenant. It
was noted that this is potentially a violation of the Fair Debt Collections
Practice Act. It also could be considered a form of public shaming.

The notice requirements of HB22-1137 have led to increased expenses for
associations. For example, associations are having to use process servers or
sheriffs to post notices on homes. These extra expenses for community
associations end up being passed on to all homeowners through general
assessments, not just the ones engaging in violations. This is problematic because
when assessments increase, the risk of more homeowners being unable to pay
increases as well.

Some Boards were afraid to foreclose on an owner (and cited situations where
owner payments had not been made in several years by owners who seemed intent
on never paying).

The prohibition on foreclosing based on fines alone created a conundrum for
associations where owners who refused to maintain their homes for years could
not be foreclosed upon despite the potential adverse impact on nearby
homeowners’ home value.

There is not a neutral appeal process available to homeowners to challenge fines
without incurring significant legal costs.

The inclusion of special assessments in payment plans is problematic. Associations
must adopt special assessments because of emergency or unexpected expenses.
However, HB22-1137 currently requires HOAs to offer a homeowner an 18-month
repayment plan for the payment of special assessments if requested. The
extended period of this payment plan is contrary to the need to obtain emergency
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funds and to be able to utilize those funds to obtain contractors to perform work
in an expedited manner.

u HB22-1137’s one size fits all approach to fines is problematic. A comparison of
fines in low-income communities to those in wealthier communities would reveal a
difference in the threshold for a deterrent effect.

K1 The addition of attorney fees to the fine collection process often increases the
cure amount to an unreasonable amount.

Task Force members identified potential solutions to concerns with fining authority
and practices:

K Incorporate into CCIOA an explicit declaration that any fines collected by
associations cannot be considered as revenue for budgetary purposes.

p Clarify CCIOA language to include a definition of what constitutes a public health
and safety issue.

i Revise the payment plan language of CCIOA to include the following changes:

o The 18-month repayment plan be reduced to 12 months, and the minimum
amount of payment included in a payment plan be defined as twelve equal
installments, of at least $25 each.

0 Special assessments are explicitly excluded from being eligible to be placed
on a payment plan.

u Revise CCIOA language to explicitly provide for the ability to fine for repeat
violations. Consider implementing an escalating fining system to address repeat
violations.

K Revise CCIOA language to explicitly provide associations the right to seek a
restraining order or injunctive relief to enforce covenant violations that cause, or
threaten to cause, harm.

K Revise CCIOA language to eliminate the requirement to physically post a copy of
the notice of delinquency at the unit owner’s unit. Consider allowing such notices
to be sent via email or through first-class mail.

o Some Task Force members are opposed to this change, as they feel that this
requirement is helping to reduce the number of foreclosures.

1 Expand the categories of covenant violations from only those that do and do not
threaten the public health and safety to four categories of violations:

o those that impact the health and safety of the unit owners and require
immediate cure;

0 repeat violations- those which occur, are cured, and then reoccur;

o those that are committed for profit; and

o all other violations.

Foreclosure Practices

At its February 2, 2024 meeting, the Task Force discussed the foreclosure practices of
HOAs. The recording of the meeting can be found at:
https://www.youtube.com/watch?v=LmUoZGeW2n4

11
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Under section 38.33.3-316 of CCIOA, HOAs have the authority to place a lien on a unit
owner’s property if that owner’s account becomes delinquent for failure to pay
assessments. Unless the association’s declaration provides otherwise, fees, charges,
late charges, attorney fees, and interest charged pursuant to CCIOA are enforceable
as assessments. Pursuant to HB22-1137, an HOA cannot foreclose an assessment lien if
the debt consists of one or both of: (1) fines, or (2) collection costs or attorney fees
incurred that are only associated with assessed fines.

Pursuant to section 38-33.3-209.5(1.7)(a)(l), C.R.S., with regard to a homeowner’s
delinquency in paying assessments, fines, or fees, an HOA is first required to notify a
homeowner of their debt by sending a notice of delinquency to the unit owner by
certified mail and by posting a copy of the notice on the unit owner’s property, as
well as contacting the unit owner by at least one other method of communication,
including first-class mail, an email, or a text message.

An association is not permitted to commence a legal action to initiate a foreclosure
proceeding based on a unit owner’s delinquency in paying assessments unless it has
(1) complied with sections 38-33.3-209.5 and 38-33.3-316.3, C.R.S., and (2) provided
the homeowner with a written offer to enter into a repayment plan that authorizes
the homeowner to repay the debt in monthly installments over 18-months, with a
payment of at least $25.00 per month. A HOA can proceed with foreclosing on a
property if the homeowner either declines the payment plan, or after agreeing to a
plan, fails to make at least three-monthly payments within 15 days after the
installments were due.®

Furthermore, an association may only foreclose on a lien if: 1) the balance of the
assessment and charges secured by its lien equals or exceeds six months of common
expense assessments based on a periodic budget adopted by the association; and 2)
the executive board has formally resolved, by a recorded vote, to authorize the filing
of a legal action against the specific unit on an individual basis.’

The HOA lien takes priority over most other debt on a home, including a mortgage. A
judge may rule that a home can be sold through the public foreclosure process to
recover the unpaid debt owed to the HOA. In addition to the delinquent amount
owed, the association is entitled to costs and reasonable attorney fees that the
association incurs in the foreclosure process. At auction, bidding starts at the amount
of debt a homeowner owes to the HOA, rather than the market value of the home.

To help inform their discussions regarding foreclosure practices, the Task Force
received a presentation from Task Force member Jose Trujillo regarding the
Emergency Mortgage Assistance Program (EMAP) administered by the Department of
Local Affairs. The Task Force also received a presentation by Jason Colunga, the
Director of Housing Counseling and Education at Housing Resources of Western

6 § 38-33.3-209.5(7)(a) (1), (I1), and (Ill), C.R.S.
7§ 38-33.3-316(11)(a)(1) and (Il), C.R.S.
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Colorado. Both presentations provided overviews of resources available to
homeowners facing foreclosure.

Task Force members highlighted what they believe is working well with regards to
association foreclosure practices:

U According to one of the Task Force members, post HB22-1137, in 2022, EMAP

distributed approximately $475,000 in funds that contributed to saving 136 HOA

homeowners from foreclosure and in 2023 EMAP contributed $947,026.66

towards rescuing 291 HOA homeowners from possible foreclosure.

The number of HOA foreclosures dropped after HB22-1137 was enacted.

Foreclosure is an equitable remedy and therefore judges have the discretion to

determine if foreclosure is appropriate, and if so, whether to add fees and

attorney fees- associations are not allowed to make these decisions

themselves.

K The judicial foreclosure process works well- while association foreclosures are
rare, the process goes smoothly because it is the same process that is used for
a public trustee foreclosure.

1 The requirements for notification and the number of methods of notification
available.

u The prohibition against foreclosure based solely on unpaid fines for violations
of the association governing documents.

=T

Task Force members highlighted what they believe is not working well with
association foreclosure practices:

u Task force members have seen a number of cases where the cure amount was
significantly more than the original assessments.

KL Some attorney fees pile up very quickly and exceed the amount of the original
assessment. This results in situations where the homeowner may have been
able to repay the amount of the original assessment, but the addition of
attorney fees increases the amount owed to an amount they can no longer
afford.

1 When homes are foreclosed upon, homeowners can lose all the equity that they
have built up in their homes, even if the amount owed is a relatively small
amount.

K1 There is not a neutral appeal process available to homeowners to dispute the
amount owed without incurring significant legal costs.

u There has been research conducted that indicates that there may be a pattern
that points to focused predatory HOA foreclosures by “bad actor” attorneys.

Task Force members identified potential solutions to concerns with foreclosure
practices:

13



Require any lender who escrows taxes or insurance to offer an option to escrow
HOA fees. This will ensure that the money is available, and payments are
made on time.

o There was debate among task force members as to whether this is a
viable solution because individual lenders could not decide to do this; it
would have to be an industry wide change with the major players such as
FHA/HUD/VA on board. Perhaps appropriate influencers in state level
government could call out the need for this change.

Take legislative action to create and fund a statewide program to provide
assistance funds to homeowners.

o The short-term nature of much of the available assistance funds provides
a stop gap system but does not create a long-term solution for providing
help to homeowners. For example, when the funds are depleted and the
EMAP ends, there may be a spike in homeowners at risk of foreclosure.

Create the requirement that homeowner equity is protected in any HOA
foreclosure by changing CCIOA language to require that homes subject to HOA
related foreclosures be sold at market value.

Consider mechanisms by which to require homeowner education prior to any
home purchase in a common interest community. Many homeowners are
unaware of the rights and responsibilities of homeownership in a common
interest community; educating them prior to the purchase would allow them to
make an informed decision as to whether they want to take on these
responsibilities. For example, many first-time homebuyer programs that offer
down payment assistance require such education.

The formation of a work team of disparate interest key stakeholder groups who
earnestly agree to work together to find common ground to review the HOA
foreclosure process from top to bottom, and to produce win/win options.
Change CCIOA to mandate mediation prior to the initiation of foreclosure
proceedings, with each party to bear their own attorney fees.

Change CCIOA to impose a cap on attorney fees or include some other measure
to ensure that attorney fees are not allowed to rise to a level that is
disproportionate to the original amount in dispute.

o There were strong differences of opinion on the topic of attorney fees.
Some task force members feel that there are “bad actor” attorneys who
display a pattern of focused predatory HOA foreclosures and that such
attorneys need to be disincentivized from exploiting foreclosure profit
opportunities. Other task force members felt that there are already
safeguards in place to address any such “bad actor” attorneys, as
attorneys owe fiduciary duties to their clients and are bound by rules of
professional conduct.

Change the language of section 38-33.3-316(7)(a)(l), C.R.S., which states that
the association “is” entitled to costs and reasonable attorney fees that the
association incurs in any foreclosure action, to provide that associations “may
be” entitled to such costs and attorney fees. Some Task Force members
believe that this change would encourage negotiation and resolution over
litigation.
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1 Change CCIOA to require the use of a one-page common interest community
disclosure for every home sale in a common interest community. This
disclosure, provided to homeowners when entering a purchase contract, would
contain a clear statement regarding the rights and responsibilities of living in
an HOA. Such a disclosure would be updated annually to reflect any legislative
changes. It is suggested that providing this disclosure would provide
homeowners with much needed information and education prior to them
making the decision to purchase in a common interest community; a fully
educated homeowner who has had the opportunity to assess their ability to
fulfill their obligations is less likely to end up in a position to be foreclosed
upon. A sample disclosure that was provided by a Task Force member is
included in this report as Appendix C.

u Change CCIOA notice requirements to require that a notice of violation is sent
separate from the monthly statement. It is believed that this will help auto-
payees who do not pay attention to the monthly statement because their
assessments are auto-paid.

Communications with HOA Homeowners Regarding Association
Processes and HOA Homeowners’ Rights and Responsibilities

This topic was discussed at the February 2, 2024 meeting of the Task Force. The
recording of the meeting can be found at
https://www.youtube.com/watch?v=LmUoZGeW2n4

Senate Bill 2006-089 mandated that on and after January 1, 2007, every contract for
purchase and sale of residential real property in a common interest community must
contain a bold-faced type disclosure statement. The Real Estate Commission-
approved Contract to Buy and Sell Real Estate (Residential) (“the contract”) contains
this disclosure in section 7.1:

7.1. Common Interest Community Disclosure. THE PROPERTY IS LOCATED
WITHIN A COMMON INTEREST COMMUNITY AND IS SUBJECT TO THE
DECLARATION FOR THE COMMUNITY. THE OWNER OF THE PROPERTY WILL
BE REQUIRED TO BE A MEMBER OF THE OWNERS’ ASSOCIATION FOR THE
COMMUNITY AND WILL BE SUBJECT TO THE BYLAWS AND RULES AND
REGULATIONS OF THE ASSOCIATION. THE DECLARATION, BYLAWS AND
RULES AND REGULATIONS WILL IMPOSE FINANCIAL OBLIGATIONS UPON THE
OWNER OF THE PROPERTY, INCLUDING AN OBLIGATION TO PAY
ASSESSMENTS OF THE ASSOCIATION. IF THE OWNER DOES NOT PAY THESE
ASSESSMENTS, THE ASSOCIATION COULD PLACE A LIEN ON THE PROPERTY
AND POSSIBLY SELL IT TO PAY THE DEBT. THE DECLARATION, BYLAWS AND
RULES AND REGULATIONS OF THE COMMUNITY MAY PROHIBIT THE OWNER
FROM MAKING CHANGES TO THE PROPERTY WITHOUT AN ARCHITECTURAL
REVIEW BY THE ASSOCIATION (OR A COMMITTEE OF THE ASSOCIATION) AND
THE APPROVAL OF THE ASSOCIATION. PURCHASERS OF PROPERTY WITHIN
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THE COMMON INTEREST COMMUNITY SHOULD INVESTIGATE THE FINANCIAL
OBLIGATIONS OF MEMBERS OF THE ASSOCIATION. PURCHASERS SHOULD
CAREFULLY READ THE DECLARATION FOR THE COMMUNITY AND THE
BYLAWS AND RULES AND REGULATIONS OF THE ASSOCIATION.

The contract language obligates the seller to provide the buyer with certain documents,
at the seller’s expense, on or before the “Association Documents Deadline”. According
to the contract, the association documents consist of:

1. All association declarations, articles of incorporation, bylaws, articles of
organization, operating agreements, rules and regulations, party wall
agreements and the association’s responsible governance policies adopted under
§ 38-33.3-209.5, C.R.S.;

2. Minutes of: (1) the annual owners’ or members’ meeting and (2) any executive
boards’ or managers’ meetings; such minutes include those provided under the
most current annual disclosure required under § 38-33.3-209.4, C.R.S. (Annual
Disclosure) and minutes of meetings, if any, subsequent to the minutes disclosed
in the Annual Disclosure. If none of the preceding minutes exist, then the most
recent minutes, if any (§§ 7.3.1. and 7.3.2., collectively, Governing Documents);

3. List of all Association insurance policies as provided in the Association’s last
Annual Disclosure, including, but not limited to, property, general liability,
association director and officer professional liability and fidelity policies. The
list must include the company names, policy limits, policy deductibles,
additional named insureds and expiration dates of the policies listed (Association
Insurance Documents);

4. A list by unit type of the Association’s assessments, including both regular and
special assessments as disclosed in the Association’s last Annual Disclosure;

5. The Association’s most recent financial documents which consist of: (1) the
Association’s operating budget for the current fiscal year, (2) the Association’s
most recent annual financial statements, including any amounts held in reserve
for the fiscal year immediately preceding the Association’s last Annual
Disclosure, (3) the results of the Association’s most recent available financial
audit or review, (4) list of the fees and charges (regardless of name or title of
such fees or charges) that the Association’s community association manager or
Association will charge in connection with the Closing including, but not limited
to, any fee incident to the issuance of the Association’s statement of assessments
(Status Letter), any rush or update fee charged for the Status Letter, any record
change fee or ownership record transfer fees (Record Change Fee), fees to access
documents, (5) list of all assessments required to be paid in advance, reserves
or working capital due at Closing and (6) reserve study, if any (88 7.3.4. and
7.3.5., collectively, Financial Documents); and

6. Any written notice from the Association to Seller of a “construction defect
action” under § 38-33.3-303.5, C.R.S. within the past six months and the result
of whether the Association approved or disapproved such action (Construction
Defect Documents). Nothing in this Section limits the Seller’s obligation to
disclose adverse material facts as required under § 10.2. (Disclosure of Adverse

16



Material Facts; Subsequent Disclosure; Present Condition) including any problems
or defects in the common elements or limited common elements of the
Association property.

Under the terms of the contract, the buyer has a right to review the association
documents and terminate the contract, on or before the Association Documents
Termination Deadline, based on any unsatisfactory provision in any of the association
documents. Unsatisfactory provisions are at the sole subjective decision of the buyer.
The contract language also addresses the buyer’s termination rights if the association
documents are received late, or not at all.

Other types of communication about HOA processes and homeowner rights and
responsibilities are related to association meetings. There are two different types of
HOA meetings that can be held: (1) Board Meetings (including Special Board
meetings), and (2) Owner Meetings (also called Annual Meetings) and notice
requirements differ for the different types of meetings.

CCIOA does not require associations to provide notice of Board meetings but does
require that agendas for Board meetings be made “reasonably available” prior to a
Board meeting. However, an association’s governing documents may require notice of
Board meetings even though CCIOA does not.

Section 38-33.3-308(1) of CCIOA requires that unit owner meetings be held at least
once per year. It is at this meeting that many HOAs will plan their budget ratification,
and some may also schedule any elections for open board member roles. Not less than
ten (10) nor more than fifty (50) days in advance of any meeting of the unit owners,
the secretary or other officer specified in the bylaws shall cause notice to be hand
delivered or sent prepaid by United States mail to the mailing address of each unit or
to any other mailing address designated in writing by the unit owner.® The notice
must also be physically posted in a conspicuous place, to the extent that such posting
is feasible and practicable, in addition to any electronic posting or electronic mail
notices. The notice must state the time and place of the meeting and the items on
the agenda, including the general nature of any proposed amendment to the
declaration or bylaws, any budget changes, and any proposal to remove an officer or
member of the executive board.®

Under CCIOA, the association is encouraged to provide all required notices and
agendas in electronic form, by posting on a website or otherwise, in addition to
printed form. If such electronic means are available, the association shall provide
notice of all regular and special meetings of unit owners by electronic mail to all unit
owners who so request and who furnish the association with their electronic mail
addresses.°

8 § 38-33.3-308, C.R.S.
9§ 38-33.3-308, C.R.S.
10 § 38-33.3-308(2)(b)(1), C.R.S.
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Task Force members highlighted what they believe is working well regarding
communication with HOA homeowners:

H

In some cases, in some HOAs, particularly when property management company
owners are paying attention, when Community Association Managers (“CAMs”)
are CAl (Community Associations Institute) credentialled, when board members
have obtained the “CAl Homeowner Leader Board Development Certificate” of
learning or completed the equivalent HOA Office training webinars - in those
conditions, communication in those three areas worked particularly well.

In most associations, communication is working well. Task Force members
expressed that the Task Force heard very few examples, and the annual reports
from the HOA Information and Resource Center only mention a small
percentage, of complaints against associations that are about communication
issues. It was felt that, while a percentage of those complaints can be fairly
high, when one examines the complaining individuals and the duplication of
complaining individuals on an annual basis, it is a very low number.

People have become extremely digital. Through portals (as a community
association manager), mass amounts of information can be provided to every
single homeowner in every single location. 95% of the (professionally) managed
associations have portals, with a central online location, where every
homeowner can go. It has improved communication so much that it is the main
way of communication. Legal notices and notification requirements are still
followed.

A Task Force member who is a community association manager expressed that
she has the emails of 93% of her homeowners. 7% don’t have emails. We can
communicate far more effectively than we used to. Communications are
uniform. The 7% get everything mailed to them. We now have Zoom, and
other platforms like Teams, which has enabled homeowners to participate far
more conveniently and regularly than they used to. (Technology) has only
increased the communications sent to homeowners.

Communication has increased and there are more methods of communication.
Associations are required to post notices about their board meetings and
member meetings. The law does provide the types of notices to give owners
the information that they are seeking.

If foreclosures declined because the notice requirements are too costly, that is
great - it is having the effect desired which is to stop people from losing their
homes and contributing to the housing crisis.

A Task Force member who is a resident of Green Valley Ranch, feels that the
notices have been beneficial, and her neighbors would agree. People wanted
more information and communication from the HOA.

Task Force members highlighted what can be improved regarding communication with
HOA homeowners:
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A majority of associations in Colorado are not facing communication issues
because they do run well and it’s merely a handful of associations where
there’s a concern. Trying to address the issues by increasing the expenses for
communication such as posting on doors, putting association board members at
risk, especially in self-managed communities, putting communication
association managers at risk by having to do postings is a much greater expense
than the benefit that owners get by having to have their association incur those
expenses.

HB22-1137 didn’t increase communication. HOAs, and their agents, have
always sent notices. HOAs, and their agents, have always made homeowners
aware of their violations and collection status. HB22-1137 just added more
cost to that process - it requires posting notices on doors and creates a safety
issue. That’s a cost. Certified letters now must be sent rather than mailing at
the regular postage rate.

When owners get letters or emails from the association, they just throw them
out or delete them. An owner can’t be forced to get the information, or to
open their email.

Getting homeowners to provide their contact information and email addresses.
Education on the front end for everyone buying into an association. The real
estate community can provide education as to the importance of notices, types
of notices that owners have a right to, and the type of notices owners should
be providing to the association (i.e. changes to email address, phone numbers,
not living in a property, the proper addresses for the owners).

Take advantage of less costly means of communication so assessments do not
have to increase. The focus should be on not increasing assessments.

Green Valley Ranch would not have supported a change that would have
increased association costs and an increase in assessments.

Foreclosures did not decrease because of the notice posting requirements.
Foreclosures decreased because of the cost of the posting requirements and
the risk associated with the postings.

The additional costs associated with the posting requirements of HB22-1137 are
going to result in the associations deferring costs in other areas, such as
property maintenance, which will further increase risks of injury and need for
special assessments.

Legislation needs to focus on education. The real estate industry, association
industry, and title industry need to provide education that improves the
relationship everyone involved in a common interest community, including the
importance of communication.

Clear communication and education about homeowners’ rights, responsibilities,
and consequences would be beneficial to anyone prior to purchasing a home in
an HOA.

Professional competence standards for property management company owners
and community association managers. This would include institutionalizing
baseline standards for credentialled property management owners and
community association managers that would create accountability outside of a
classroom setting.
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K Increase and improve the modalities of communication.

i Improve education and information on the front end for homeowners and real
estate professionals, including requiring disclosures.

u The posting of notices places homeowners’ confidential information at risk

because it could fall into the hands of someone who should not see it (i.e. a

tenant).

Identify less expensive ways to provide notice.

Homeowners are threatening the people who must post the notices.

There needs to be more education for homeowners.

The industry is begging for regulation to manage all the different issues,

including dispute resolution.

The method of communication should be determined by the individual and that

should be communicated to the board or management company.

T T T

T

As part of the discussion, Representative Ricks provided some explanation about
HB22-1137 and the notice requirements. Representative Ricks’ thoughts were as
follows: the law mandates how homeowners would be treated, and how they would
be properly noticed. There were many HOAs that were not notifying their
homeowners. The elderly are not computer savvy, there may be people for whom
English is a second language, or they don’t speak the language - there are so many
different concerns. Posting notices on the door was specifically requested by
homeowners in Green Valley Ranch where all the foreclosures took place. People
wanted to know what was going on with their property but did not otherwise receive
information because there may be tenants in the property, or they didn’t receive any
mail.

Representative Ricks believes that HB22-1137 has helped and noted that Connie Van
Dorn had indicated by her comments that the number of foreclosures has decreased.
Representative Ricks stated that people have tried to overturn or evade the
protections provided by HB22-1137. Representative Ricks stated that there weren’t
many protections for homeowners. Most homeowners cannot afford or do not have
the capacity to engage in a legal battle, and attorney fees are “a luxury that they
don’t have.” Representative Ricks stated that, “homeowners need protections,
bottom line, and communication is the key.”

Task Force members also discussed the desire to bring CCIOA, and its required
communications with homeowners, to current day “green” standards. The main
concern was the requirement that paper notice be delivered to all homeowners either
by hand delivery or first-class mail. The assertion was made that the increase in costs
to associations because of this notification requirement leads associations to increase
assessments, which in turn increases the risk of more homeowners becoming
delinquent and other homeowners being forced to cover the costs of delinquent
homeowners. Some task force members are in favor of removing the requirement that
notice be sent by first-class mail and feel that it should be left up to each homeowner
to set their own standard for method of communication. These task force members
believe that most homeowners would prefer to receive notice electronically rather
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than first-class mail; allowing these homeowners to receive notice electronically
would save the association the cost of postage, a savings which could in turn be
passed on to homeowners. Other task force members feel that, given that many
homeowners do not have computers or email, the existing default notice requirement
of first-class mail should remain in place. These task force members point out that
pursuant to CCIOA, any homeowner who wishes to receive notice by electronic mail
may choose to do so.

The Availability of and Method of Making Available to HOA
Homeowners in the Association: The Governing Documents,
Policies, Rules and Regulations, Financial Statements, the Most
Recent Reserve Study, and Any Records of the Executive Board’s
Actions Related to Collections Activity or Legal Action Taken

Against A Unit Owner

This topic was discussed at the February 2, 2024 meeting of the Task Force. The
recording of the meeting can be found at
https://www.youtube.com/watch?v=pr8VkxGJ9Aw.

Section 38.33.3-317 of CCIOA defines what records must be maintained for the
purposes of document retention and production to owners. CCIOA divides records into
three categories: those the board must provide, those the board may provide, and
those that the board must withhold. The records that associations may provide can be
withheld at the discretion of the executive board of the association. Records that an
association must provide when properly requested are listed in section 38-33.3-
317(1), C.R.S. Some examples of the types of documents that an association must
provide include: the association’s current declaration, covenants, bylaws, articles of
incorporation, rules and regulations, responsible governance policies and other
policies adopted by the Board; financial statements for the past 3 years and tax
returns of the association for the past 7 years; financial records sufficiently detailed
to enable the association to provide an owner with a written statement stating the
amount of unpaid assessments currently levied against the owner’s unit; and the
associations most current reserve study (if any). Records which an association may
provide upon proper request are detailed in section 38-33.3-317(3), C.R.S. Some
examples of these records are contracts, leases, bids, or records related to
transactions to purchase or provide goods or services that are currently in or under
negotiations; records of an executive session of an association board; and records
relating to or concerning individual units other than those of the requesting owner.
Pursuant to section 38-33.3-317(3.5), C.R.S., an association must withhold personnel,
salary or medical records relating to specific individuals; and personal identification
and account information of members, including bank account information, telephone
numbers, email addresses, driver’s license numbers, and social security numbers.

Under CCIOA, all records maintained by an association for the purposes of retention
and production to unit owners must be available for inspection and reproduction by a
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unit owner or a unit owner’s authorized representative. Pursuant to section 38-33.3-
317(2)(a), C.R.S, an association may require unit owners to submit a written request,
describing with reasonable particularity the records sought, at least ten days prior to
inspection or production of the documents and may limit examination and copying
times to normal business hours or the next regularly scheduled executive board
meeting if the meeting occurs within thirty days after the request. Notwithstanding
any provision of the declaration, bylaws, articles, or rules and regulations of the
association to the contrary, the association may not condition the production of
records upon the statement of a proper purpose.! The association may impose a
reasonable charge for the production of records that may be collected in advance.
The charge may not exceed the estimated cost of production and reproduction of the
records. 12

Associations must make certain information available to unit owners within ninety
days after assuming control from the declarant pursuant to section 38-33.3-303(5),
C.R.S." Additionally, section 38-33.3-209.4(2), C.R.S., details information that must
be available to unit owners upon reasonable notice within 90 days after assuming
control from the declarant pursuant to section 38-33.3-303(5), C.R.S., and within
ninety days after the end of each fiscal year thereafter. The information detailed in
section 38-33.3-209.4, C.R.S., is required to be readily available at no cost to unit
owners at their convenience. Disclosure of this information must be made by one of
the following means: posting on an internet web page with accompanying notice of
the web address via first-class mail or e-mail; the maintenance of a literature table or
binder at the association’s principal place of business; or mail or personal delivery.
The cost of such distribution shall be accounted for as a common expense liability.

Furthermore, CCIOA section 38-33.3-209.5(1)(b)(V), C.R.S requires an association to
adopt a responsible governance policy concerning the inspection and copying of
association records by unit owners.

At this meeting, the Task Force reviewed the records policies of twelve HOAs that
provided them at the Division’s request.

Task Force members highlighted what is working well regarding the availability of and
method of making available certain governing documents to HOA homeowners:

K A Task Force member stated that as an association manager for thirteen years, she
has never experienced a situation where records requests were difficult to fulfill
or not granted within the parameters of the records inspection policies for an
association.

11§ 38-33.3-317(2
12 § 38-33.3-317(4
13 § 38-33.3-209.4
14§ 38-33.3-209.4

(@), C.R.S.
, C.R.S.

1), C.R.S.
3), C.R.S.
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i Task Force members believe that having a procedure to evaluate records requests
is essential.

i CCIOA standardized what is necessary to be in the policy.

u Policies are established by legal counsel for the association and the procedures
work well when followed.

u Task Force members observed that some associations manage records requests
very well - they have good policies that they follow, and they are very responsive.

K In a real estate transaction, it should not be an issue for the title company or the
real estate broker to have access to the declaration and amendments, as they are
public documents.

K1 The associations, particularly those that are professionally managed, do a very
good job at providing the requested documents in a timely manner. Task Force
members noted that associations, especially those that are professionally
managed, generally maintain homeowner portals where records are available.

u Because most associations, utilize these portals, documents are always available
to the owners and can be easily obtained. However, some documents such as
meeting minutes, which may contain confidential information, may take longer to
assemble for prospective purchasers because those documents are not considered
public information.

K In a purchase transaction, the seller can be requested to gather the association
documents from the association’s website to avoid having to pay fees to a third
party.

u Three of the twelve association policies that were reviewed by Task Force
members included information about a homeowner’s recourse if the association
failed to provide the records.

1 One of the association policies reviewed by the Task Force included a statement
that if records were required to be provided pursuant to CCIOA, those records
would be provided at no cost to the homeowner.

i Task Force members felt that CCIOA is actually robust in its identification of the
required documents, retention requirements and provisions. However,
guaranteeing compliance may be a different issue.

Task Force members highlighted what can be improved regarding the availability of
and method of making available certain governing documents to HOA homeowners:

K Task Force members observed that some associations, whether they have a good
policy or not, are just not responsive to records requests. This is an issue shared
by both self-managed and professionally managed associations.

KM Much of the information sought by homeowners is public information that should
be easy to obtain, and associations could do a better job of educating homeowners
on how to obtain this information from public sources.

K1 When third party document providers, who are not hired by the association or the
association manager, are used to obtain association documents, the documents
that are provided are generally incomplete because they aren’t obtained directly
from the association.
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K A Task Force member observed that many complaints result from a purchaser or
their representative being charged for expedited records requests, specifically
those pertaining to purchase transactions. The complaints involve the additional
fees as well as documents not being provided as quickly as desired. It is felt that a
lot of the issues stem from when the records requests are made in relation to the
timing of the purchase transaction.

K Records requests can be more challenging for self-managed associations because
the board members may not know what the law requires and what their
obligations are.

KU There is a lack of understanding about the availability of certain documents. For
example, the annual meeting minutes will not be available until the minutes have
been approved at the next scheduled annual meeting.

u Three out of the twelve policies reviewed by the Task Force required a reason for
the submission of a records request, which demonstrates that some of the policies
were old and not in compliance with current CCIOA requirements

U It was noted that the DORA engagement survey about what issues should be
addressed ranked records as third.

u CCIOA provides that if fees are charged to produce documents, such fees must be
disclosed. However, in eight of the twelve policies reviewed by the Task Force,
that aspect was absent from the policy.

K1 Some Task Force members were concerned that, in several of the policies
reviewed by the Task Force, there is language that allows the board to not comply
with its’ own policy. Essentially, the language indicates that the “board may
deviate from the procedures at its sole discretion if they determine that such
deviation is reasonable under the circumstances.” It was felt that this may be
more of an issue for self-managed boards than professionally managed boards.

i A Task Force member observed that there are times when boards will “act petty”
and not provide the information that they should be providing.

K It was noted by a Task Force member that the biggest problems with records
requests occur during the purchase and sale process, when document production is
handled by third-party document providers that work with title companies and real
estate brokers. It was suggested that records requests should instead be
submitted to the management companies, or the third-party providers that are
hired by management companies, to ensure the completeness of the records.

K Education for associations, the title industry, the real estate industry, and
prospective purchasers is important. Purchasers need to understand that
depending on where they obtain the association documents from, it may cause
them to act on incomplete information.

u The document policies adopted by associations are meant for all records requests,
except those pertaining to purchase transactions.

HOA Homeowners’ Complaints

The Division’s HOA Information and Resource Center accepts complaints in writing
against associations as well as Community Association Managers. Members of the
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public can submit a complaint to the HOA Information and Resource Center through
its online system, or by submitting a complaint form by email or regular mail.

Although the HOA Information and Resource Center and the Division do not have any
investigative or enforcement capabilities to address HOA complaints, they do record
issues and matters of concern into a statistical database, which is later compiled into
an annual report for consideration by the state legislature.

HB23-1105 required the Task Force to review HOA homeowners’ complaints, as
reported to the HOA Information and Resource Center or to homeowners’ advocacy
groups in the state. At the February 22, 2024 meeting, the Task Force reviewed
complaint information gathered from the Colorado HOA Forum, the Colorado HOA
Homeowner Advocates, and complaint statistics compiled by the HOA Information and
Resource Center. The Task Force was asked to identify common trends, discuss
whether there are existing remedies to address the complaints, and if there are any
changes necessary to address the issues identified in the complaints.

Common trend s identified by Task Force members:

K Section 38-33.3-209.5, C.R.S. requires an association to adopt policies and
procedures regarding the enforcement of covenants and rules, including notice
and hearing procedures and the schedule of fines. Task Force members felt that
enforcement policies are generally drafted by attorneys and are fairly consistent
among associations The policies provide a roadmap as to how an association should
proceed with a complaint and how owners get those policies when they are
adopted, and even prior to that when the board is discussing the policy.

K It was noted by Task Force members that managing an association is a
sophisticated business; the governing law, including the Colorado Revised Non-
Profit Corporation Act and CCIOA, are long and complex. The trend identified in
the complaints from the Colorado HOA Homeowner Advocates appears to
demonstrate that board members are not fully informed regarding all of their
responsibilities; they may not know what the governing documents say or what the
law requires. It is felt that most people join boards wanting to do the right thing,
but they lack the proper tools to accomplish that. Providing education to board
members is essential to helping them perform their duties competently.

K1 Ninety percent of the problems are about communication. It was felt that
communication problems could be the result of a lack of clear understanding of
the respective roles of homeowners and board members. If both parties were
better educated about their own roles and responsibilities, communication would
be less convoluted and more effective.

K A Task Force member identified that communication issues appear to be the
source of twenty percent of the complaints filed with the HOA Information and
Resource Center. It was felt that fixing this issue is a matter of not only having
clear and consistent communication within your documents, but also with the
homeowners.

i Communication appears to be the “bottom line” when it comes to trends.
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K Task Force members observed that complaints also involve high, unexpected
expenses; proper planning; high attorney fees; and issues with autopay, where an
issue can become a huge expense when it involves litigation.

K A Task Force member identified that annual changes to laws governing associations
may be problematic, as these changes can lead to provisions in association
declarations being outdated. The changes can have fiscal impacts on the
associations because they require resources to ensure the governing documents
are timely updated to comply with the law. Additionally, it can be difficult to
communicate these changes to homeowners and provide education to both board
members and homeowners regarding the changes.

Existing remedies identified by Task Force members:

K Incorporating the statute into the rules, bylaws, and articles regarding records
retention.

1 The Community Associations Institute and the HOA Information and Resource
Center both provide training and educational resources. Some association
managers provide training to the HOA boards.

Necessary changes identified by Task Force members:

K1 The creation of a program for alternative dispute resolution or mediation:

o This would help the boards and homeowners to resolve issues with a third
party helping with communication. A little bit of help in a conversation
could go a long way.

o This is a low-cost solution to provide homeowners with dispute resolution.

o The resolutions can then create precedents and serve to deter bad
behavior.

K1 Require board and homeowner education so that people understand both the
responsibilities of serving on a board and living in an HOA.

0 A Task Force member proposed to alter CCIOA to include the following
requirement regarding board member education: within 12 months of being
appointed or elected, HOA board members must attend training addressing
governing documents, roles and responsibilities, association
communications, meetings, volunteerism, fundamentals of financial
management, etc. Annually thereafter, board members must attend
training on legislative updates. Proof of such training must be provided for
HOA registration to be considered valid.

o0 A Task Force member also proposed that the current language of section 38-
33.3-209.7 of CCIOA be amended to add that proof of completion of the
required homeowner education must accompany the HOAs registration for
such registration to be considered valid.

u As a component of an association’s registration process with DORA’s Division of
Real Estate, associations should be required to provide some type of notice to
consumers to alert them to the existence of DORA and the resources made
available through the HOA Information and Resource Center.
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K Regulation of association managers is necessary, including establishing standards
of practice.

K The association industry and educated homeowners need to look at an alternative
model of governance for communal living.

u The Corporation Transparency Act needs to be extended out one year or it will be
extremely difficult for anyone to be willing to serve on a board because of the
potential exposure created by the law.

1 DORA could serve as a hub for educational opportunities by sending annual email
notifications to the associations about classes offered by different entities and the
HOA Information and Resource Center.

Examination of HB22 -1139

HB22-1139 prohibits an HOA from regulating the use of a public right-of-way. Some
Task Force members expressed concern that the ideals behind covenants and
restrictions is for the HOA to be able to control these areas, and without the ability to
do so, nuisance situations remain unaddressed. There was a split of opinion among
task force members regarding the need to examine HB22-1139. Some members felt
that public rights of way are adequately regulated by other authorities and that the
task force need not address any potential changes to HB22-1139. Other members felt
that the right to regulate public rights of way was a right that was promised to many
homeowners in the governing documents of their association, and such HOA regulation
is necessary to protect the enjoyment for all in the community. These task force
members propose that the general assembly consider modifying HB22-1139 to allow
associations to enforce issues that affect the quiet enjoyment of a community by
owners.

Creation of a Reserve Bill

At its December 20, 2023 meeting, a presentation was made to the Task Force
members by Bryan Farley, who is a Reserve Specialist and the President of Association
Reserves, CO. Mr. Farley discussed the basics of what a reserve study is, the
consequences of a community being underfunded, and presented funding ideas for
associations. The presentation also highlighted the fact that reserve expenses always
happen and get more expensive when ignored or deferred; therefore, associations
need to be proactive in addressing these expenses. Mr. Farley recommended that
associations take several steps, including get a reserve study; establish separate,
restricted capital funds; and develop procedures for using those funds specifically for
long-term capital needs.

There was consensus amongst Task Force members that the Legislature should address
the need to ensure that an HOA has adequate reserve funds. Currently, under CCIOA,
an association is not required to undertake a reserve study. It is the opinion of the
Task Force that the Legislature should pass a reserves bill which requires all
associations to undertake a reserve study. It is felt that such a bill would benefit
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both associations and owners by helping to eliminate the need for special assessments
and fee increases.

Task Force members highlighted potential solutions :

I Revise the language of the 9t good governance policy of CCIOA to require that
every association have a reserve study completed.

K Any legislation regarding reserve funds should require a firewall between reserves
that are set aside for maintenance or replacement of capital assets and
operational expenses of the normal budget and contain a provision which states
that associations are prohibited from borrowing from reserve funds without a
formal agreement and plan for repayment.

i1 The Task Force feels that the protection of association funds starts and ends with
transparency. Any legislative action regarding reserve studies should include the
requirement that all information regarding reserve accounts be affirmatively
provided to homeowners rather than making homeowners ask for it (since many
don’t know what to even ask for).

K Enact legislation which requires developers to provide a reserve study completed
by an approved third party (approved by declarant board and homeowners) and
requires developers to provide adequate funding of the reserves for the
association for a period of at least 2 years, and the working capital for the same
amount of time.

K Revisit HB22-1387 and assess potential changes.

Creation of an Alternative Dispute Resolution Process

A point of consensus among Task Force members was the need for an Alternative
Dispute Resolution (ADR) mechanism through which homeowners and HOAs can seek
resolution of disputes outside of the legal system. A concern shared by all Task Force
members is the high financial burden that homeowners incur in the process of
attempting to settle disputes with HOAs. There was much respect expressed for the
work done by the Division’s HOA Information and Resource Center. However, there is
frustration over the fact that the HOA Information and Resource Center is tasked only
with collecting data regarding homeowner’s complaints and lacks the authority to
engage in any sort of resolution regarding those complaints. It was widely felt that
communication is the biggest obstacle to dispute resolution, and it is imperative that
the Legislature work to find a method to bring the parties together to resolve disputes
in an equitable and cost-effective manner.

Task Force members highlighted some key points for consideration in the creation of
an ADR process:

K Several Task Force members felt that it would be appropriate for such a program

to be housed within DORA, given the Center’s existing expertise. Other Task Force
members felt that creating a program outside of DORA would be best, to take
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advantage of the many other resources (attorneys, judges) who have extensive
knowledge of CCIOA and Colorado law.
Possible methods of ADR that were discussed include mediation, arbitration, or
hearings before an Administrative Law Judge (ALJ). There are important
distinctions between the methods that need to be further examined and analyzed
to determine which method would best serve the needs of HOAs and homeowners
alike.
| It was proposed that ALJ’s be used to create a system where precedent is
created that could be used as a resource to help resolve future disputes. It
was noted that the use of ALJ’s creates a process very similar to the litigation
process, and there are costs and disadvantages to such a system.
| Some Task Force members expressed that they would not be in favor of
arbitration as a method of ADR, as it also has many of the same drawbacks as
the traditional legal system.
| Several Task Force members felt that mediation would avoid a lot of the
issues that are problematic with the traditional litigation process and legal
system.
The ultimate goal is to increase communication and achieve resolution prior to the
matter entering the legal system.
With whatever method of ADR is chosen, it is recommended that each party be
responsible for bearing their own costs and be required to communicate in good
faith.
Further consideration is necessary regarding whether the process should be
mandatory or voluntary.
Further consideration is necessary regarding whether the process should be binding
or non-binding.
Further consideration is necessary to determine what the costs associated with
creating and implementing such a program would be.

Licensure of Community Association Managers

The task force also discussed whether the legislature should consider legislation
requiring the licensure of community association managers.

Task Force members highlighted some points in favor of implementing CAM licensure:

H

=T

It is felt that licensing brings a level of accountability and professionalism to HOA
management, which adds value and protects homeowners.

Licensure would allow a structure within which to create educational opportunities
and tools, which would be particularly helpful to self-managed HOAs.

There could be different levels of licensure for different types of HOAs.

There was acknowledgement from a Task Force member that the majority of
industry participants are doing what they are supposed to, but because there is a
lack of regulation, the anomalies draw attention.
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Task force members highlighted some points against implementing CAM licensure:

CAM licensure has been seen as a barrier to entry and employment.

CAM licensure has already been addressed by the Legislature and was vetoed by
the Governor; focusing on resurrecting this issue may not be the best use of
resources.

u The process of obtaining and maintaining licensure can be difficult for self-
managed and volunteer boards.

u
u

It was suggested that, if the licensure of community association managers was to

again be considered by the legislature, a starting point would be to reexamine HB22-
1239.

Voter Reform Bill

The task force discussed the need to increase homeowner participation and input
regarding budget issues. The goal is to give more unit owners access to information
regarding the budget ratification process and provide them with a chance to vote on
budget issues.

Task Force members highlighted some points in favor of exploring the implementation
of a voter reform bill:

K1 There needs to be increased transparency and added protections to make sure
that the community is well-informed.

K Such a bill could improve transparency by increasing notice requirements. For
example, budgets would have to be provided to homeowners via certified mail or
email.

Task Force members highlighted some points against exploring a Voter Reform Bill:

i There is not a need for additional legislation. CCIOA has a process in place for
budget ratification in which an association calls a member budget meeting where
members vote to veto the budget or not. Such a meeting is noticed, and discussion
takes place; owners can participate if they choose to do so.

u HOA membership elects a board of directors and trusts the board to create a
budget.

K The infrastructure is already in place to keep homeowners informed; homeowners
are always welcome at meetings to inform themselves of what is happening.
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Appendix A

Task Force Member Priorities

All Task Force members were invited to submit to Division staff a list of their top
priorities for Task Force consideration. The following priority lists were received:

Richard Brown

1.

A substantive case for management regulation has been made. However, |
suspect there exists enough arrangements to argue against one regulation
approach.

| am leaning toward a registration system (with fees) for companies or persons
who serve a single community and full licensing (with fees) for the individual
manager. That should facilitate portability among employers and compensation
among firms.

Lallis Jackson

Alternative Dispute Resolution arm of DORA to assist homeowners and
associations in the resolution of disputes in their communities.

Mandatory Homeowner Education for ALL homeowners purchasing a home in an
HOA prior to closing.

Reserve Study Bill passage making it mandatory for ALL Community Associations
to have a study done and regular updates every 3 -5 years thereafter.

In the absence of licensure, required minimum qualification standards for all
Community Managers of having an active Certified Manager of Community
Association (CMCA) administered by Community Association Managers
International Certification Board (CAMICB).

Connie Van Dorn

1.

Lead boldly and do the work to create a new governance model for HOAs. The
current HOA governance model, with no regulation, amounts to a model
resembling some combination of The Emperor’'s New Clothes and Lord of the
Flies. CAl's Community Next: 2020 and Beyond The Association Governance
Model Panel Report documents the necessity. Here’s a direct quote: Sinc One
Size Does Not Fit All. The community association governance model of today
does not fit all associations. By extension, it will not fit the associations of the
future without changes in state statutes, local municipality requirements and

in association governing documents. Changing the governance model is THE
most important thing we can do, and it will take a diverse group of informed
parties working together to lead the way.

License Common Interest Community Property Management Companies. See
CAI's Community Next: 2020 and Beyond The Association Governance Model
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Panel Report for this quote: Requiring mandatory manager licensing can

provide an additional layer of protection. Al though this is no guarantee against
embezzlement, having a manager who has earned the Certified Manager of
Community Associations (CMCA) certification, or a Professional Community
Association Manager (PCAM) or an Association Management Specialist (AMS)
designation may limit an association’s exposure. Also, it goes without saying,
implementing well- proven financial policies and procedures adds protections —
whether online or not.

3. Expand the HOA Information and Resource Center to include complaint
investigation and findings.

4, Move the HOA Information and Resource Center to the Department of Law.
Change that is urgently needed, i.e., nominal regulation of the HOA industry, is
totally absent because the Governor’s office staunchly maintains the stat us
guo, which leaves homeowners completely unprotected.

Joyce Akhahenda

1. Demographic information, including race, should be collected as part of the
foreclosure process.

2. Attorney fees should be capped and should not be collected from opposing
parties as part of the mandatory mediation process.

3. HOA cannot refuse payments marked and collected for assessment only. A
homeowner can designate how their payment is to be applied. In addition, HOA
budgets must track separately from fines and fees restricted funds such as
assessments.

4, Establish an independent regulatory government agency for HOAs. This
agency would govern things such as licensing, provide education and mediation
etc.

Jesse Loper

1. Creating a revolving state fund for assisting homeowners to pay past -due HOA
dues, similar to EMAP.

2. Creating an ADR forum to resolve alleged homeowner rule violations be tween
HOAs and homeowners.

3. Requiring management agents and companies to have a license through DORA
and receive annual training on fair housing, property management, and best
practices.

Peter Siegel

1. In HB 221137 there are essentially 2 categories of Covenant Violations: (1)

Those which need to be cured in 72 hours, “Health and Safety” and (2) those
which fall into the 30 day, plus 30 day category, “Normal Violations.” | would
like to re- Invision one category add two categories:
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A. Those which impact Health and Safety of the Unit Owners. — Needs
immediate cure. Example - An owner is doing a remodel and throws
drywall into the hallway blocking egress.

1. Cure time — immediate resolution, if owner or owner’s agent does
not cure immediately, HOA can st ep into cure and charge the
owner for the cost to cure.

2. Fines —If this reoccurs, the owner may be assessed up to $500 per
each repeated occurrence plus cost to cure. Before fines are
levied, the owner has the right to a hearing.

3. If a repeat offense occurs, and becomes an escalat ing concern,
this will need to be addressed in some manner, which may include
an opportunity to pursue legal proceedings if there continues to
be immediate danger to a person or property.

B. Violations which occur, are cured, and then reoccur. Example — Aunitis
rented, they party and make a lot of noise and wake up the neighbors,
the owner is now given 30 days to cure, within a few days the party
leaves the unit, and is now deemed cured. The next day a new group
comes rents the unit and they have a party, the 30 days start all over.
This example can be replaced with someone playing loud music. They
can stop playing music and the violation is cured. A few nights later the
music is heard at 2am, the 30 -day cure period starts again.

1. Cure time — immediate r esolution
2. Fines —Up to $500 per occurrence
3. If not cured immediately, or if violation happens again within a

12-month period, HOA has the right to fine, after notice and an
opportunity for hearing, step in and cure to br ing unit under
compliance per CCIOA section 315 subsection (4) charging the
owner with actual cost to repair any damages, and/or proceed
with legal action.
C. Those who are making money from a covenant violation (such as Short-
Term Rentals) or running a business if not allowed per CC&Rs.
1. Cure time — immediate resolution
2. Fines —First violation: if not resolved within 12 hours After notice
subject to $100 / day until cured. 2nd violation same issue, $200/
day until cured, 3 " violation of the same $300/day until cured up
to $500/day.
D. All other covenant violations
1. Cure time — per HB22-1137
2. Fines - per HB22-1137
Non-payment of Assessments -Payment plan roll back to 6 months from 18
months. This is ONLY for non payment of Assessments and not for any other
Covenant violations.
A. Cure time. After 30 days and proper notice —payment plan 6 months at
$25/month with a balloon per HB22- 1137.
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3.

1. Fines- late fees and interest — No additional late fees and interest
is to be applied once a payment plan is established and if paid
fully within the 6 months per agreement.

2. Example showing the problem with 18 months period to pay:
Assessment due July 31, 2023. Sent letter August 1, 2023, sent
another letter Septembe r 1, 2023 - payment plan agreed at
$25/month with remainder due in 18 months or January 2025.

CCIOA Updates

A. Budgeting —Budgets should not include fines and fees from covenant
violations. The goal is to have no violations.
B. Reserves study policy —CCIOA section 209.5 needs to be reviewed and

updated. At minimum, an HOA should be required to have a current
reserve study.

C. Let's Take CCIOA Green and reduce cost to Homeowners wherever we
can.
1. Case in Point: CCIOA’s default for annual meetings is by physical
mail.
2. The cog of this for homeowners plus the consumption of trees

could be greatly reduced if we make the default electronic.
Regardless, the type of communication modality for all
correspondence should be given to the homeowner to decide.

3. Currently per the 2022 HOA Information and Resource Center
Annual Report, there are 2,707,913 people in Colorado subject to
a CIC and probably most of them to CCIOA. If 80% decided to use
email instead of physical mail this would save HOA'’s statewide in
the neighborhood of $1,733,063 (2,707,913 x 80% = 2,166,330 x
.80) in postage.

Lee Friedman

1. Clean-up HB221137.

2. Need to discuss ways to protect association funds, funding, and education with
regard to insurance and construction defect issues, government subsidies and
forms and protection from the purchase and sale of units and lots perspective.

3. Analyze public and private funding mechanisms to assist homeowners in paying
outstanding assessments.

Jose Trujillo

1. Create an Alternate Dispute Resolution process.

2. Create a requirement that associations undertake a reserve study.

3. Create a method of protecting homeowner equity in the event of foreclosure.

4, Require a one-page closing disclosure and education regarding homeownership

in a common interest community.
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Appendix B

Task Force Member Recommendation List

The following table represents a comprehensive list of the recommendations for
improvement made by Task Force members during their meetings. Due to time
constraints, the Task Force members did not have the opportunity to discuss all the
recommendations on this list in detail at the meetings. Accordingly, this list is intended

to memorialize all recommendations, whether or not they were discussed in the body
of the Report.

1 | Creation of an Alternate Dispute Resolution Mechanism to |Ricks, Freedman,
settle disputes between homeowners and HOAs Van Dorn, Jackson,
Loper, Siegel,
Akhahenda, Trujillo
2 | Licensing of Community Association Managers Ricks, Van Dorn,
Loper, Akhahenda,
Brown
3 | Certification of HOA Boards Ricks, Brown,
Akhahenda, Van
Dorn
4 | Passage of a Voter Reform Bill to increase homeowner Ricks, Van Dorn,
participation in budget process Brown, Akhahenda
5 | Cleanup HB221137 Freedman, Jackson,
Siegel
6 | Clean Up HB221139, Public Right of Way Bill Freedman
7 | Need to discuss ways to protect association funds, Freedman
funding, and education with regard to insurance and
construction defect issues, government subsidies and
forms and protection from the purchase and sale of units
and lots perspective.
8 | Creation of an Interim Committee to represent Van Dorn,
homeowners Akhahenda, Loper,
Ricks
9 | Creation of a Reserve Bill (or revision of CCIOA) to Freedman, Jackson,
require every HOA to have a reserve study Siegel, Brown,
Akhahenda, Van
Dorn, Truijillo,
Loper
10 | Change in HOA Governance Model Van Dorn,
Akhahenda
11 | Change the notice requirements of HB22-1137 to make Akhahenda,
the bill more green (more digital notice methods) Freedman, Siegel,
Van Dorn, Loper
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12 | Revise/differentiate covenant violations (health safet vy) Freedman, Siegel,
(repeat) (for profit) Van Dorn
13 | Revise 18 month repayment plan guidelines Freedman, Siegel,
Jackson
14 | Revise fines and timeframes to cure safety violations Siegel, Freedman,
Van Dorn
15 | Create a deterrent for covenant violations where owners | Siegel, Freedman,
make a profit from covenant violations; consider Van Dorn,
increasing fine limits Akhahenda, Brown,
Loper, Trujillo
16 | Revise CCIOA to adequately address repeat covenant Freedman, Siegel,
violations Van Dorn
17 | Address HOA's need to seek injunctive relief for certain Freedman
violations
18 | Eliminate posting of notices publicly on doors Freedman, Jackson,
Siegel
19 | Require any lender who escrows taxes or insurance to Van Dorn,
offer an option to escrow HOA fees Akhahenda, Loper,
Freedman
20 | Declare that fines cannot be counted as revenue in the Akhahenda, Van
budgeting process Dorn, Brown,
Trujillo, Loper,
Siegel
21 | Create a one-page Common Interest Community Van Dorn,
Disclosure that is required to be provided to homeowners | Akhahenda,
in every purchase transaction involving home in HOA Jackson, Loper,
Trujillo
22 | Require HOA registration with DORA, failure to register Van Dorn, Jackson,
results in fine and loss of authority to enforce association Akhahenda, Loper,
actions Trujillo
23 | In every purchase transaction involving a home in a HOA, |Freedman, Loper,
require a disclosure that states whether the association Van Dorn,
documents are being provided by the association or a Akhahenda
third -party, with an acknowledgment by homebuyer that
the association documents may not be complete. Also
require greater clarity on closing documents as to where
expenses are coming from (ex, association or third -
party)
24 | Propose the general assembly pass a bill requiring Freedman, Van

insurers to prove, in bad faith insurance claims, (1)
unreasonable notice by a community association and
resultant harm in order to enforce the notice provision
and (2) intent to defraud in order to enforc e a fraud
provision in the policy

Dorn, Akhahenda,
Loper, Trujillo
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25

Legislative suggestion: require developers to provide an
approved third -party reserve study (approved by
declarants’ board and by homeowners) and make
developers required to provide adequate funding of the
reserves for the association for a period of at least 2
years, and the working capital for the same amount of
time

Jackson,
Akhahenda, Van
Dorn, Brown,
Trujillo, Freedman,
Loper

26

Propose that general assembly consider modifying HB22-
1139 to allow the associations to enforce issues within
the public right of way that affect quiet enjoyment of
community by owners

Freedman

27

Legislature creates a program to provide homeowner
assistance funds

Loper, Freedman,
Akhahenda, Trujillo

28 | Require training for HOA board members Van Dorn,
Akhahenda
29 | Pass legislation (or revise 1137) to protect homeowner Van Dorn,

equity in the event of foreclosure

Akhahenda, Loper,
Trujillo

30 | No later than January 1, 2025, add a policy that is an Van Dorn, Loper,
anti -harassment policy Siegel
31 | not later than 1/1/26, add 11 ™ governance policy Van Dorn,
regarding elections Akhahenda
32 | Require association to provide or cause to be provided Van Dorn,
education at no cost to homeowners on at least an annual | Akhahenda
basis as to the general operations of the association, the
rights and responsibilities of the homeowners, the
association, and the executive board. Proof of association
training must accompany the application for registration
for that registration to be considered valid.
33 | Within 12 months of being appointed or elected, HOA Van Dorn,

board members must attend training addressing
governing documents, roles and responsibilities,
association communications, meetings, volunteerism,
fundamentals of financial management, etc. Annually
thereafter must attend training on legislative

updates. Proof of training must be provided for
registration to be considered valid

Akhahenda, Truijillo

34

Enhance CCIOA to include a requirement that a majority
of members must vote to approve any common elements
changes, unless in covenants, then it's a 66 2/3
requirement

Van Dorn, Siegel,
Akhahenda, Loper

35

Change CCIOA to focus the use of proxies- poxies may
only be used to establish quorum or as directed proxies

Van Dorn,

Akhahenda
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to cast votes on issues specifically outlined on an agenda
duly noticed to members; proxies shall not be used to
elect board members, only ballots including secure
electronic ballots shall be used in board member and
delegate elections and those ballots shall be counted in
front of the membership when possible. Directed ballots,
whether electronic or otherwise shall be immediately
available for inspection following the count

36 | For any association, at the vote and discretion of the Van Dorn,
board, eliminate any maximum assessment amount that Freedman, Jackson
may be outlined in the association governing documents
or good governance policies
37 | Require homeowner education regarding HOA rights and | Akhahenda,
responsibilities as part of purchase process Jackson, Ricks,
Loper, Van Dorn,
Trujillo, Freedman
38 | Protect homeowner equity by enhancing CCIOA language | Van Dorn, Ricks,
to require that HOA related foreclosures be so Id at Akhahenda,
market rate Truijillo, Loper
39 | Call on industry to acknowledge and self- regulate bad Van Dorn,
actor attorneys regarding predatory HOA foreclosure Akhahenda,
practices Truijillo, Loper
40 | Disincentivize attorneys from exploiting foreclosure profit Van Dorn,
opportunities. Akhahenda,
Trujillo, Loper
41 | The formation of a work team of disparate interest key Van Dorn
stakeholder groups who agree to work together to find
common ground, review the process top to bottom and
produce win/win options
42 | Mandatory mediation before foreclosure, with each party | Akhahenda, Loper,
to bear their own attorney fees. Each party shou Id have | Van Dorn, Truijillo,
person with full decision -making authority at the Freedman
mediation; both parties should in good faith
communicate throughout foreclosure process in order to
achieve resolution
43 | Expand HOA Information and Resource Center to have Ricks, Van Dorn,
role in regulation and enforcement Akhahenda
44 | Education on the front end for everyone buying into an Freedman, Jackson,

association; education needs to be provided by the real
estate industry, the association industry, and the title
industry to improve the relationship of everyone involved

T

Akhahenda, Loper,
rujillo
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in a common interest community , including the
importance of communication.

45 | Clear communication and education about homeowners’ Akhahenda, Van
rights, responsibilities and consequences would be Dorn, Loper,
beneficial to anyone prior to purchasing a home in an Freedman, Trujillo
HOA

46 | Professional competence standards for property Van Dorn,
management company owners and community association | Akhahenda, Loper,
managers, including institutionalizing baseline standards  Jackson, Trujillo
for credentialled property management owners and
community association managers that would create
accountability outside of a classroom setting

47 | Increase and improve the modalities of communication Loper, Freedman,

Akhahenda, Van
Dorn, Truijillo,
Jackson

48 | Improve education and information on the front end for Loper, Van Dorn,
homeowners and real estate professionals, including Freedman,
requiring disclosures Akhahenda,

Trujillo, Jackson,
Brown

49 | Identify less expensive ways to provide notice Freedman, Van
Dorn

50 | The method of communication from a Board to its Siegel, Akhahenda,
members should be determined by the individual and that | Loper, Trujillo,
should be communicated to the board or management Freedman, Brown,
company Van Dorn

51 | Require new homebuyers to take a class on HOA Freedman
residential living

52 | Declare that the use of proxies cannot be limited and fFreedman, Jackson
that proxy votes can be used for all association actions

53 | Declare that the regulation of attorneys should not be Freedman
done through any association regulation because such
regulation is already done through the state of Colorado

54 | Disincentivize homeowners from asserting any claims or Freedman
defenses that are substantially frivolous or groundless in
foreclosure or collection matters

55 | Update the annual update course offered to real estate Jackson, Trujillo,

brokers by the Division of Real Estate to include a section
specific to HOA training which emphasizes to brokers
their responsibility to make sure their clients are aware

of the rights and responsibilities of ownership in a HOA

Van Dorn,
Freedman
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Appendix C
Proposed Financial Disclosure For Real Estate Transactions

Important Financial Disclosure

Regarding Your Mandatory Homeowner’s Association (HOA)
Membership Name of Master Association G
Name of Sub Association:

The home you are purchasing is in a Common Interest Community (CIC). The deed to your home requires mandatory
membership in the associated Homeowners Association(s), HOA(s). The governing body (or bodies) of the HOA(s) for the
home you are purchasing is/are private, not public government.

HOAs in Colorado have the authority to assess you as the home’s owner, for association operating expense fees, reserves fees,
special assessments, as well as fines, fees, late charges, and enforcement costs, including attorneys’ fees, and interest for
delinquent payments and certain violations of the governing documents, good governance policies, rules and responsibilities.

HOAs have the legal authority to foreclose on your home for delinquent fe  es or covenant violations. In the event of a
foreclosure, your equity would be forfeited.

The Colorado Common Interest Ownership Act (CCIOA) statute and other laws outline operational requirements of HOAs
that are only enforceable in a court of law. HOAs, property management companies, Community Association Managers are
not regulated in Colorado. HOA attorneys represent the association in any dispute with a homeowner.

The HOA's Declarant controls the association’s governance based on documents written by th e Declarant that serve the
Declarant’s interests. If the Declarant has transitioned the HOA to homeowner control, you would have the right to vote and
run for election to serve on your HOA Board of Directors.

The HOA disclosure documents CCIOA requires fohome purchases in Colorado are paid for by the seller. These documents
may or may not be complete, up to date, or accurate. Any covenants or rules outlined in these documents are subject to
change at any time and you may not rely on them.

Please sign belov and indicate your understanding of the information below and the deed restrictions on the property you
are purchasing in a Common Interest Community:

1. « I understand that the deed of the property | am purchasing requires mandatory membership in the HOA(s)
above.

2.  lunderstand that | am obligated to make all payments required by the HOA at risk of forfeiture of my home
through foreclosure.

3.« lunderstand that if my home is foreclosed upon, | will lose any equity.

4. .« |understand that | am obligated to follow all HOA rules or regulations and may be fined for violations,
delinquent or late payments of HOA financial obligations.

5.« lunderstand that there is no guarantee that the HOA documents | have received are complete, up to date, or
accurate.

6. « lunderstand that the current rules or regulations may change and | will always be subject to whatever the
current rules and regulations.

7. + lunderstand that as a homeowner | do not have t  he right to vote on an HOA budget unless | become a
member of the Executive Board.

©

« | understand that there may or may not be a reserves plan.

9. . lunderstand that if there is a reserves plan that it may or may not be a best practice reserves plan, that the
reserves may be insufficient, that the reserves may or may n ot be invested with a sound financial investment plan,
that the Executive Board may move reserves plan money to operations without paying it back, that sudden spikes in
unexpected a ssessments may be required.

10. I understand that there is no minimum required level of CIC, including CIC financial or insurance education for HOA
Board members, Community Managers, HOA Accountants in Property Management Companies, Property
Management Company owners and others.
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