BUYING A CONDOMINIUM?

Do your homework first.

In the last 30 years, condominiums have become more

popular among those wanting to buy a home. What is a Condo?

Condominiums make great, affordable first homes. Condominiums are buildings
They also make great homes if downsizing from a large in which individuals sepa-

y 9 9 9 rately own the air space and
family house to a smaller residence. Before purchasing a structures inside their unit as
condominium, there is information a homebuyer should well as the surfaces of floors,

! y walls, and ceilings, but they

know to ensure good homeowner experience. jointly own an interest in
the common areas that they
share such as the elevators,

How the Condo Association is Organized and Conducts hallways, dividing and outer

. walls, swimming pool, and
Its Business e %

Every owner has a share or interest in the association, plus an obligation to
pay monthly dues or special assessment fees for larger maintenance prob-

Maintenance of these areas
and allocation of funds

lems. Decisions may be made in monthly board meetings which may cost becomes the responsibility of
individual owners more money, but not necessarily deliver equal benefits a condominium association,
for all. Condo owners will be affected by one or more board decisions, so also know as a unit owners’
active participation in meetings and discussions may be beneficial. association.
Condominiums are governed by the condominium declaration as well as j;’_;”iﬁf 'i“ﬁ“‘a‘\??él“_:
a set of rules called Covenants, Conditions and Restrictions (CC&Rs). They 47 il N\ N\
. TN = T wme
set forth particular rules that must be followed by the condo owner. They Y 7 e " N
may impose restrictions on pet ownership, remodeling projects, and leasing ngﬂ-—. -—.*\% 3
of the condo. Rules are necessary in condominium communities and they & Bee—
must be fairly enforced on a regular basis. CC&Rs must be disclosed prior ,' ) L1} ‘-!‘—‘*m!
to the sale of a condo. Taking title to a condo is viewed as the agreement e S
of the owner to abide by the CC&Rs and the condominium declaration. Condo owners will be

affected by board decisions,
so active participation in
meetings and discussions
may be beneficial.
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Condo associations vary in their organization and expertise. They have the
power to regulate and monetarily penalize owners for violations.

Examine the association records, budgets and financial statements and ask
questions before purchasing a condo. Carefully review the latest financial
statements to determine the financial stability of the condo association.
Make sure the association isn‘t losing money. Much can be revealed about
the association by taking a look at past minutes of the condo association’s
board meetings.

The lllinois Condominium Property Act states that with a resale of a condo
by a unit owner other than the developer, the seller shall make available for
inspection to the prospective buyer, upon demand, a number of important
documents (i.e., the declaration, bylaws, financials, etc.). Buyers should be
sure to obtain a copy of these documents before making a final decision
on the purchase of a condominium.

Examine the association records,
budgets and financial statements
and ask questions before
purchasing a condo.

Physical Management of the Building, Grounds, and
Individual Units

Find out if the association keeps the building in good repair. Determine if
they handle repairs and maintenance before they become big problems
or if they have a schedule for preventative maintenance. Before buying,

it's a good idea to have an inspection done on the unit of interest. Ask for
copies of any architectural or structural inspection reports that relate to the
entire condominium complex.

Property Insurance. Get a copy of the certificate of insurance, which is

a summary of the association’s policy. Then make sure that the policy has
a building-ordinance clause, which means that the insurance will cover

the cost of bringing the building up to code if there is any rebuilding to
be done. On older buildings, there may have been many code upgrades
since the time of construction. Buyers should understand exactly what the
association policy covers and what they are responsible for. Condo owners
should insure their personal belongings, along with any other items within
the unit that are not covered by the association’s policy.

Learn more on topics important to property owners: www.RealPropertyAlliance.org

Other Management
Issues Worth

Checking Into

Determine if the develop-
ment has any pending legal
actions. Are there any dis-
putes between owners, with
developers or with the asso-
ciation? Check to see if the
development has received
any notices from the city or
village for code violations.

What is the association’s
reputation in the building?
Talk to other owners for com-
ments or complaints about
the association’s activities.

Find out the extent to
which the condominium

is owner-occupied. If most
owners rent the units out,
they may be less concerned
about day-to-day issues

than if it is largely or entirely
owner occupied. If the renter
population is over 10%,
there should be clear rental
policies, either listed in the
bylaws or as an amendment.
In addition, it may be difficult
to obtain financing if there is
too high of a percentage of
renters vs. owners.
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Who manages the association? Some condo associations hire a man-
agement company. It might cost more to hire a professional company, but
in the long run it tends to save money. Generally, professional managers
wield more bargaining power when negotiating for services such as bids
for gardeners or general maintenance because they represent such a large
number of complexes. If the condo is professionally managed, buyers can
also check out the management company.

Some condo associations are completely self-managed, particularly
those with smaller number of condo units. Find out if this is the case. In a
self-managed association, individual owners usually have to take on and
divide up many of the necessary management duties: maintain the grounds,
deposit assessments, keep financial records, pay the association’ bills, etc.

Assessments/Monthly Fees

Knowing the monthly assessment amount is an important part of the
condo purchase. The monthly amount for assessments is usually consid-
ered by the lender in the mortgage application process since it is a signif-
icant portion of the monthly housing costs (mortgage payment, property
taxes, etc.). Also, be sure to inquire what services are included in the assess-
ment payment, such as central heat, water, air conditioning, and cable T.V.

Check the association’s history of assessments to see how many
increases have been made in the past 10 years and how large they
have been. This information will help to gauge the likelihood of increased
assessments in the near future, and indicate how well-managed the build-
ing is. Find out if the association maintains a reserve fund to pay for unex-
pected and potentially expensive repairs. Depending on the building’s age
and anticipated repairs, if reserves are inadequate, a large special assess-
ment might be levied on each condo owner when an unexpected cost
arises. Find out if there are any special assessments in place and what the
duration of the special assessment is.
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Learn more on topics important to property owners: www.RealPropertyAlliance.org

Searching for a
Condo

When searching for a condo-
minium, choose a REALTOR®
who can assist you in finding
a condo that suits you. Your
REALTOR® can help you ob-
tain much of the information
recommended in this guide. A
REALTOR® will also help you:

e Determine your buying
power and financing
options

e Investigate all available
condos in your market area
and find the best home at
the best price

* Arrange a home inspection
and point out any issues of
concern with the property
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