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Condominiums WLCS: 0120/1

MM:wu:tlu:rv; 8/31/1999

AN ACT to amend 703.09 (1) (g), 703.10 (3), 703.16 (3) and 703.24; to repeal and

recreate 703.33 (d); and to create 703.10 (2g), 703.33 (cm) and (em), 704.17 (6) and
70450 (1) of the statutes; relating to: the bylaws and board of directors of a

condominium.

The people of the state of Wisconsin, represented in senate and assembly, do enact as
follows:

LEGISLATIVE COUNCIL STAFF PREFATORY NOTE:

SecTioN 1. 703.09 (1) (g) of the statutes is amended to read:

703.09 (1) (g) Statement of the purposes for which the building and each of the units

are intended and restricted as to use-, including anv restriction on or nrohibition against the
rental of units and. if annlicable. a statement describing the authoritv of the board of directors
to approve and direct the eviction of anv tenant.

SECTION 2. 703.10 (29) of the statutesis created to read:

703.10 (2g) Resi DENCYREQUI REMENTSFORBOARDOFDI FCECTORs. . (@) Thebylawsmay
provide that a unit owner may not serve as a director unless he or she residesin his or her unit.
The bylaws shall provide that if a majority of the @:e @ are not residents of the * x’ﬁtﬁ ‘;’ *

— ok
condominium, the board of directors shall enter into a contract for the management of all units ; pew-Ae.
in which the owner of the unit does not reside.

(b) If the board enters into a management contract under par. (a), a unit owner may not
contract directly with any person for the rental or leas;‘f’ﬁ?e; owner’s unit. The person with

whom the board contracts under par. (a) shall have al the rights and duties of alandlord set

forth in ch. 704 with respect to units offered for rent or lease and shall do al of the following:
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1. Manage the rental and lease of units.

2. Oversee the association trust fund under s.

SecTion 3. 703.10 (3) of the statutes is amended to read:

703.10 (3) PErRMISSIBLE ADDITIONAL PROVISIONS. The bylaws also may contain any other
provision regarding the management and operation of the condominium, including any

restriction on or requirement respecting the use and maintenance of the units and the common

for the rental or lease of a unit.

SecTion 4. 703.16 (3) of the statutes is amended to read:

703.16 (3) LiaBILITY FOR AssessMeENTs. A unit owner shal be liable for all assessments,
or instalments thereof, coming due while owning a unit-,including anv assessments coming
due during the Dendencv of anv claim bv the unit owner against the association and during anv

period when the unit has been leased or rented to anv other person. In a voluntary grant, the

grantee shall be jointly and severaly liable with the grantor for al unpaid assessments against
the grantor for his or her share of the common expenses up to the time of the voluntary grant
for which a statement of condominium lien is recorded, without prejudice to the rights of the
grantee to recover from the grantor the amounts paid by the grantee for such assessments.
Liability for assessments may not be avoided by waiver of the use or enjoyment of any
common element or by abandonment of the unit for which the assessments are made.

SecTion 5. 703.24 of the statutes is amended to read:

703.24 Remedies for violation by unit owner qr tenant of a unit owner, If any unit

owner fails to comply with this chapter, the declaration or bylaws, or a tenant of the unit owner
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violates anv rule or bvlaw of the association or anv_condition or restriction set forth in the

condominium declaration, the unit owner may be sued for damages caused by the failure or

the vialation or for injunctive relief, or both, by the association or by any other unit owner.

(\
SECTION 6. 703.3ﬁmﬂo\m (em) of the statutes are created to read:

703.33 (ccr:nc)) A statement of the rights of the purchaser regarding the lease or rental of
the unit, including any restrictions or conditions on the lease or rental of units, together with
areference to any provision in the declaration, bylaws or rules and regul ations that pertain to
the lease or rental of units by unit owners.

(“em) A statement as to whether the seller is aware of any pending litigation involving
the association along with a reasonably detailed description of the nature of the litigation.

SECTION 7. 703.3{((3) 01“>the statutesis repealed and recreated to read: g

703.33 (d) A copy of the projected annual operating budget for the condominium(SEtting
forth all anticipated common operating expenses, anticipated capital expenditures from
reserves for capital repair or replacement of common elements, anticipated contributions to
reserves, the amount of existing reserves,|the estimated monthly payments by the purchaser
for assessments and monthly charges for the use, rental or lease of any facilities not part of the
condominium.

SECTION 8. 704.17 (6) of the statutes is created to read:

704.17 (6) Cconpominiums. In this section, whenever the premises are part of a
condominium: (&) “covenant or condition of the tenant’s agreement” includes any rule or
bylaw of a condominium association or any condition or restriction set forth in a condominium
declaration, which is included in an agreement for the rental of a condominium unit; (b)
“landlord” includes the board of directors of the condominium association.

SECTION 9. 704.50 (1) of the statutes is created to read:
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704.50 (1) Condominiums. In this section, “association” has the meaning specified
in s. 703.02 (Im), “condominium” has the meaning specified in s. 703.02 (4), “declaration”
has the meaning set forth in s. 703.02 (8) and “unit” has the meaning specified in s. 703.02
(15).

(3) Every agreement for the rental or lease of a condominium unit, shall be in writing
and shall contain the following:

(a) A statement that the owner, the board of directors of the association or an agent of
the board of directors may terminate the tenancy if the tenant violates any rule or bylaw of the
association or any condition or restriction set forth in the declaration.

(b) An appendix containing the rules and bylaws of the association and any conditions
or restrictions set forth in the declaration to which the tenant is subject.

(c) A provision stating that the tenant acknowledges receipt of and agrees to abide by
the association rules and bylaws and the conditions and restrictions set forth in the declaration
to which the tenant is subject, if any.

(d) The address and telephone number of the owner.

(3) Within 5 business days after entering into an agreement for the rental or lease of a
unit, an owner shall provide a copy of the agreement to the association. The association shall
keep a copy of the agreement on file while the agreement is in effect.

(4) A tenant shall provide the association with his or her telephone number as soon as
possible after the tenant takes up residence in the unit and shall notify the association if the
telephone number changes.

(END)
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MM :ksm:tlu;ksm 09/08/1999

AN ACT to create 703.165 of the statutes; relating to: reserve accounts maintained by

condominium associations.

The people of the state of Wisconsin, represented in senate and assembly, do enact as
follows:

SECTION 1. 703.165 of the statutes is created to read:

703.165 Budget and Reserve Requirements. (1) ANnuAL BubceT.  The board of
directors shall annually prepare and distribute to all unit owners a detailed annua budget
setting forth the following:

(a) All anticipated common expenses and common surpluses.

(b) The amount and purpose of each anticipated expenditure from reserves.

(c) The amount and source of al anticipated contributions to the reserve account.

(d) The amount in the reserve account.

(e) The total amount of assessments to be levied against owners.

(f) The amount and source of any other income of the association.

(g9) The amount and purpose of any other anticipated expenditure by the association,

(2) RESERVE ACCOUNT; BUDGETING AND RESERVE PLAN. (a) An annualbudgetadopted
by aboard of directors on or after shall provide for adequate funds in the reserve
account for the purposes specified in sub. (3). The board shall assess unit owners for
contributions to be placed into the reserve account.

I \
(b) All funds in the reserve account shall be held in asecured, no risk, interest bearing

7 - ; Vsl

savings, Certificate c?f—-dé@or money market account in a federally insured financial
- X

o

institution. S
ol o

A
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(c) The board of directors shall develop and annually evaluate and revise, as necessary,
a long-range reserve account plan. In accordance with this plan, the board of directors shall
annually determine the amount which is necessary to be contributed to the reserve account for
the needs of the condominium. In developing and evaluating the long-range reserve plan, the
board of directors shall take into consideration all of the following:

1. The results of any independent professional reserve study conducted on behalf of the
association. o oo O R . o(g

2. The estimated ax«pejse of the aintenafiedahd repair or replacement of all major
components that have a remaining useful life of less than 20 years and which the association
has the duty to repairlf\r/eplace A ingintait.

3. The estimated repair and replacement costs of all other common elements.

4. The length of the normal useful life and the estimated remaining useful life of all other
common elements.

5. The estimated costs of materials and labor necessary to repair, éaﬁrtﬁm and replace,
as necessary, the common elements.

6. The amount of interest or other earnings attributable to the reserve account.

7. An estimate of the total annual contribution to the reserve account necessary to meet
the obligations of the association to Mﬁiﬁ—,&repair and replace common el ements.

8. A comparison of the anticipated costs to g'/rﬁnfmw repair and replace, as necessary,
the common elements to the amounts held in the reserve account.

COMMENT: Should the draft provide a definition of “major
components’?

(3) USE o= reserve accont. (&) Except as provided in par. (b), the amounts contained

Ve
in the reserve account shall\be used only for major repairs and replacement of common
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elements. Amounts in the reserve account(hall nef be used for routine expenditures such as
normal or routine repair and maintenance of common elements or customary services such as
snow and trash removal.

(b) Amounts in the reserve account may be used for a purpose other than those specified
inpar. (a) if the use of reserve funds for a specific purpose and in a specific amount is approved
by the affirmative vote of unit owners having 75% or more of the votes.

(c) All amounts in the reserve account and any interest accruing on those amounts shall

- | . T
remain in the reserve account unless expended in accordance with pars. (a) or (b). )/ rju i
1Y
(4) BORROWING FROM RESERVE ACCOUNT. The board of directors may borrow amounts )
from the reserve account if all of the following are met:
(a) The amount and specific purpose of the loan from the reserve account is approved
by the affirmative vote of at least 51% of unit owners having 66% or more of the votes.
COMMENT: The drafting instructions state that borrowing from the
reserve account must be voted on at the “annual meeting of the unit
owners’. However, it appears that ch. 703 does not require or anticipate >
an annual meeting of unit owners. U)\;\/W@A
(b) The amounts borrowed are expended for repair or replacement of common kyi»‘ ”

elements.
P

(c) The board of directors executes a loan agreement which specifies the principal
amount of the loan, the time period for repayment of the loan, the initial rate of interest on the
loan and contains a schedule of monthly principal and interest payments.

(d) Therate of interest on the loan is equal to at least two times the prime interest rate
and is adjusted annually.

(e) The term of the loan is no greater than 7 years.
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(f) The amount of the loan is no greater than 40% of the total value of the reserve
account.

(9) There is no other loan from the reserve account outstanding.

(5) REPORTING REQUIREMENTS. (a) Every association shah annually provide to the
department of financial institutions and to each unit owner areport on the reserve account of
the association setting forth all of the following:

1. A statement of the amount held in the reserve account at the beginning and at the close
of the previous one-year period.

2. The amount and source of funds added to the reserve account during the previous
one-year period.

3. The amounts expended from the reserve account during the previous one-year period
and a description of the purposes for which all amounts were expended.

(b) Failure of the association to submit the report to the department of financial
institutions as required under (a) @ll/subject each unit hol der to aforfe|ture of $50 for each
day of violation. esd S ¥ tm M “‘*me g

(6) AuDIT. Upon the written request of any unit owner ef afiypotential.unitowser the
board of directors shall conduct an audit of the reserve account and provide the results of the
audit to the requesting party. The board of directors may require the requesting party to pay
the reasonable costs of the audit.

COMMENT: What is meant by a “potential unit owner”?

(END)
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RENTAL RULES pingere rados "0

1. All leases for the rental of units shall be in writing, utilizing Form WB-20,
Apartment Lease, or such revisions of such form lease as approved by the Wisconsin

Real Estate Examining Board.

2. All such written leases must be submitted by the unit owner to the Board of
Directors for approval prior to occupancy by the tenant and such approval shall not

reasonably withheld.
3. All leases shall be for a period of one (1) year.

4. The lease must include a provision that the tenant acknowledges receipt of

and agrees to abide by the Declaration, by-laws and Rules and Regulations of the __/

5. The lease shall also contain a provision that both the owner and the tenant
are responsible for any damage caused by the tenant to property and/or any violation by

the tenant of Declaration, By-Laws, or Rules and Regulations! :

6. The lease shall also indicate the address and telephone number of the

owner, and the tenant, upon occupancy, shall immediately advise the Association of his

or her telephone number.

7. The lease shall also state the owner acknowledges that he or she is not

relieved of any responsibility to pay maintenance fees or any assessed special

assessments to the

8. Failure to submit a written lease pursuant to these rules may result in an

action for eviction or damages, or both.
\") ‘g\aw o
9. A copy of the Form WB-20, Apartment Lease, is attached to these rules.
10. These Rental Rules have been approved by the Board of Directors for the

and shall be effective as of August 1, 1987.

Drafted by Mort Grodsky
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Proposed Legidation

Budgeting and Maintaining Adequate Reserves
February 19, 1999
Submitted by
Matthew Berkowitz, CPM, Bartlein & Company
John P. Poehlmann, Reserve Advisors, Inc.
Theodore J. Salgado, PE, Reserve Advisors, Inc.

Condominium associations within the State of Wisconsin shah be required to annually prepare and
distribute to all unit owners a detailed proposed annual budget setting forth with particularity all
anticipated common operating expenses, anticipated capital expenditures from reserves for capital

repair or replacement of property owned-in-common (common elements), contributions to

reserves, amount of existing reserves, the annual(a;,,\éndmﬁi;-anﬁc/\/i; come. 3
) OSYVENNRA

To implement a policy to accumulate funds for major repairs and replacements, a Board of
Directors often needs to educate owners about the benefits of accumulating such funds in advance

through regular assessments and to understand that the systematic accumulation of fundsis:

« A means of assuring that funds for major repairs and replacements will be available when

needed, thus avoiding special assessments.

. An equitable method of charging current rather than future owners with the cost of the

current use of common elements.
. A means of preserving the market value of individual units or shares in the cooperative.

Inadequate funding for future major repairs and replacements may adversely affect the ability of
owners to sell or refinance their units, because of the concerns of prospective buyers, or because
of the difficulty of obtaining mortgage financing. All budgets adopted by a Board of Directors on
or after July 1, 1999 shah provide for reasonable reserves for capital expenditures and deferred

maintenance for the repair or replacement of the common elements-
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I RESERVE RESPONSIBILITIES OF BOARD OF DIRECTORS

2 - Including Developer, who by definition comprises the initial board of directors

3 Theboard isresponsible for assessing unit owners for reserve contributions into a reserve fund.
4 The funds contained in the reserve fund shall only be used for major repairs and replacement of

5 common elements.

6 The reserve fund shall not be used for normal routine budget expenditures such as: repairs and
7 maintenance, snow removal, services such as trash removal, utility bills, etc. Reserve funds and
8 any interest accruing thereon shall remain in the reserve account and shall be used only for capital
9 repairs and replacements unless their use for other purposes is approved in advance by a vote of

10 % of the voting interests.

11 REQUIREMENTS FOR THE DEVELOPMENT OF A RESERVE PLAN

12 In developing a reserve plan, the age and components of the common property must be

13 considered. The specific components of common property that an association may decide to
14 includein its funding plan depend on the kind of project, its construction and the governing
15 documents. Such components may include, but are not limited to: building exterior walls,

16 plumbing, roofs and related roofing assemblies, painting heating, and air conditioning systems,

17 roads, recreational facilities, and furniture and equipment owned or maintained by the association.

18 To determine the amount of reserves appropriate for an association, the board shall take the

19 following into consideration:

20 . Any independent professional Reserve Study by engineering specialists that the association
21 may obtain

-
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| dentification of themajor components which the association is obligated to repair, replace or
maintain that have a remaining useful life of lessthan 20 years

Therepair and replacement costs of the common elements

‘“The normal useful lives of the common elements

Remaining lives of the common elements

Inflation rate of materials and labor

Interest or other earnings rates obtained from invested reserves Sy

An estimate of the total annual contribution necessary to defray the cost to repair, replace, or
maintain the componentsidentified above

Amount of future costs of repair and replacements as matched against existing reserves

BORROWING FROM RESERVE FUND

The reserve fund may be borrowed against by the Board of Directors of the association on behal f

of the association for common area and limited common area expenditures which are not defined

under reserve fund expenditures, by adhering to the following repayment guidelines set forth. The
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1 loan would have to include: the principle amount of loan, specified time period for repayment,

2 initia interest amount, and contain a monthly principle and interest payment schedule.

The interest rate would have to be adjustable, and twice the percentage of the prime interest rate,
to account for the lost earned interest income. The initial determined interest rate would be
adjusted on an annual basis from the initial start date of the loan. The time period for repayment
of the loan could be no longer than seven years from the initial start date of the loan. Only up to
40% of the total value of the reserve fund may be borrowed. No other loan may be taken against
the reserve fund while a loan from the fund is outstanding. Borrowing of reserve funds would

have to be voted upon at an annual meeting of the unit owners, by a5 1% majority vote of 2/3 of

o@oo\lcncn.poo

the eligible voters.

11 ENAGTMENT .

12 All existing condominium associations five years or older from the enactment of the statute would
13 be alowed five years from the date of the enactment of the statute to come into full compl iance
14 with the statute. Any condominium association constructed within five years ﬁamjthe enactment
15 of the statute would be required to come into full compliance of the statute within one year from
16 the date of the enactment of the statute. All condominium associations constructed/formed after
17 the date of the enacted statute shall be supplied &R@ﬂom the developer and must

18 have the monthly (eserve fund deduction, incorporated into the first budget of the association.

19 SANCTIONS

20 Any association that has not complied with this law would be subject to a penalty/fine of no less
21 than $25,000 and no more than $ 100,000. Thisfine would be placed in the same fund with

22 interest earned On@e Trust Accounts\ 7

<—

, 2
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1 AUDIT

A unit owner or any potential unit owner may in writing, request an audit of the account, but the
requesting party would be responsible for the cost of the audit, unless the audit was requested in a
legal action, and then the final outcome of the judicial proceeding would determine who is

o1 DN N

responsible for the cost of the audit.

6 DUTIES AND RESPONSIBILITIES OF THE DEVELOPER PRIOR TO ELECTION OF
7 INITIAL NON DEVELOPER CONTROLLED BOARD OF DIRECTORS

8 Until election of theinitial non devel oper controlled. Board of Directors, the samerightstitles, , .,

9 powers,” privileges, trusts, duties and obligations vested in or imposed upon the Board of o
10 Directors by the Wisconsin Condominium Act and in the declaration and bylaws shah be held and.
11 performed by the developer. The devel oper shah be required to develop areserve plan and

12 maintain appropriate reservesin areserve account.

13 Within 60 days following the election of a majority of the Board of Directors other than the
14 developer, the devel oper shah deliver to the Board of Directors a detailed accounting by the
15 developer, setting forth the source and nature of receipts and expenditures in connection with the

f)

16 management, maintenance and operation of the property. The developer will provide for reservie
17 fundsinto areserve account that is equivalent to the percent of future repair and replacement

18 costsof the common elements while the association isunder devel oper contral.

19FULL DISCLOSUREBEFORE SALE
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In relation to the initial sale or offering for sale of any condominium unit, the seller must make fi:i

disclosure of, and provide copies to the prospective buyer of, the following information relative to

the condominium project:

)

@

€))

6] the Declaration;

(b)  theBylaws of the association,

(c) a projected operating budget for the condominium unit to be sold to the
prospective buyer, including full details concerning the estimated monthly
payments for the condominium unit, estimated monthly charges for maintenance or
management of the condominium property, and monthly charges for the use of
recreational facilities; and

(d) afloor plan of the apartment to be purchased by the prospective buyer and the
street address of the unit, if any, and if the unit has no unique street address, the
street address of the project. Co

(e) in addition, any developer of a conversion condominium shall include the following

information:

A specific statement of the amount of any initial or special condominium fee due
from the purchaser on or before settlement of the purchase contract and the basis

of such fee;

Information, if available, on the actual expenditures made on all repairs, maintenance, .~ 2

operation, or upkeep of the subject building or buildings within the last 2 years, set forth
tabularly with the proposed budget of the condominium and cumulatively, broken down
on a per unit basis in proportion to the relative voting strengths allocated to the units by
the bylaws. If such building or buildings have not been occupied for a period of 3 years
then the information shall be set forth for the last 2 year period such building or buildings
have been occupied;

a description of any provisions made in the budget for reserves for capital expenditures
and an explanation of the basis for such reserves, or if no provision is made for such

reserves, a statement to that effect; and

g%

b2

-~

4
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1 (4)  For developments of more than 6 uniis for which the notice of intent to convert isissued

2 after the effective date of this amendatory Act, an engineer’ s report furnished by the

3 developer asto the present condition of al structural components and major utility

4 installations in the condominium which statement shall include the approximate dates of
5 construction, installation, major repairs and the expected useful life of such items, together
6 with the estimated cost (in current dollars) of replacing such items.

7 All of the information required by this Section which is available at the time shall be furnished to

8 the prospective buyer before execution of the contract for sale. Thereafter, no changes or

9 amendments may be made in any of the items furnished to the prospective buyer which would
10 materially affect the rights of the buyer or the value of the unit without obtaining the approval of
11 at least 75% of the buyers then owning interest in the condominium. If all of the information is not
12 available at the time of execution of the contract for sale, then the contract shall be voidable at
13 option of'the buyer at any time up until 5 days after the last item of required information is
14 furnished to the prospective buyer, or until the closing of the sale, whichever& earlier. Failure on
15 the part of the seller to make full disclosure as required by this Section shall entitle the buyer to
16 rescind the contract for sale at any time before the closing of the contract and to receive a refund

17 of al deposit moneys paid with interest thereon at the rate then in effect for interest on judgments.

18 A saleisnot aninitial salefor the purposes of this Section if there is not a bonafide transfer of the
19 ownership and possession of the condominium unit for the purpose of occupancy of such unit as
20 the result of the sale or if the sale was entered into for the purpose of avoiding the requirements of
21 this Section. The buyer in the first bona fide sale of any condominium unit has the rights granted
22 to buyers under this Section. If the buyer in any sale of acondominium unit asserts that such sale
23 isthefirst bonafide sale of that unit, the seller has the burden of proving that hisinterest was

24 acquired through abonafide sale.

25 RESALES - DISCLOSURES -FEES.



Proposed Leg-iation

Budgeting and Maintaining Adequate Reserves

Page 8 of 9

Workgroup on Condominium Issues (55 - ’
February 19, 1999 % .. Ma :

—

2
3
4 (1
5
6 2)
7
8 6
9
10 @
11
12
13 5)
14
15 (6)
16
17 (D
18
19 (8)
20
21
22 ()
23
24

e

In the event of any resale of a condominium unit by a unit owner other than the developer such
owner shah obtain from the Board of Directors and shall make available for inspection to the

prospective purchaser, upon demand. the following:

A copy of the Declaration, bylaws, other condominium instruments and any rules
and regulations.

A statement of any liens, including a statement of the account of the unit setting © M
forth the amounts of unpaid assessments and other charges due. J03.16(S)
A statement of any capital expenditures anticipated by the unit owner’ s association
within the current or succeeding two fiscal years.

A statement of the status and amount of the reserve for replacement fund and any
portion of such fund earmarked for any specified project by the Board of
Directors.

A copy, of the statement of financial condition of the unit owner’s.association for
the last fiscal year for which such statement is available. »:.: - B K

A statement -of the status of any pending suits or judgments in which the unit
owner’s association is a party.

A statement setting forth what insurance coverage is provided for all unit owners
by the unit owner’ s association.

A statement that any improvements or alterations made to the unit, or the limited
common elements assigned thereto, by the prior unit owner are in good faith
believed to be in compliance with the condominium instruments.

The identity and mailing address of the principal officer of the unit owner’s
association or of the other officer or agent as is specifically designated to receive

notices.

25 The principal officer of the unit owner’s association or such other officer asis specifically

26 designated shall furnish the above in formation when requested to do so in writing and within 30
27 days of the request. \

I

> » N
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| Within 15 days of the recording of amortgage ox@gst_ deed t;’a.inst aunit ownership given by the
owner of that unit to securing debt, the owner shall inform the Board of Directors of the unit
owner’s association of the identity of the lender together with a mailing address at which the

B~ W DN

lender can receive noticesfrom the association.

5 A reasonable fee covering the direct out-of-pocket cost of providing such information and
6 copying may be charged by the association or its Board of Directorsto the unit seller for

7 providing wch@—«-‘ﬁb w«\? (o — 7






Kelly, Judy

From: LaFave, John

Sent: Sunday, March 21, 1999 9:05 PM

To: Kelly, Judy .

Subject: EFW: Meeting to discuss Chapter 703 legislation — >

Please print this e-mail for me.

-

Thanks. o -
Rep. yoﬂvm Lo, Foue Q‘\? \\3

Room 220-N - ’?
P.O. Box 8952 MZS

Madison, WI 53708-8952
Toll-free in Wis:|-888-534-0023
Off ice: (608) 266-0486

Home: (414) 357-7432

S

Original Message

From: Kahler, Pam

Sent: Friday, March 19, 1999 9:26 AM

To: LaFave, John

Subject: RE: Meeting to discuss Chapter 703 legistation

7 T
The date and fime are fine for me. | will reserve our conference room on the 2nd

to the left (just before the elevators) after you enter the building; at the top of

hallway, then go left. The conference room is the 3rd room on the right after that last left tumn. If anyone gets lost, they

can just ask at the front desk at the top of the stairway. D

that | can review the relevant statutory sections beforehand? Thanks.

floor for the meeting. Take the stairway
the stairs, take a right to the end of the short

relate to a specific topic so

A
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More deserving

The 42 million Americans who live in
condominium, cooperative or organized
communities aren’t getting the leadership
-they.deserve, say experts in the field.

. THey should be getting plain language
‘fules, alternative dispute resolution, equity
in tax treatment and increased scrutiny of
resgrve funds, said Evan MacKenzie, Uni-
wersity of Illinois professor, speaking at a
recent conference of the Community Asso-
‘clation’ Institute.

Brent Herrington, an association manag-
er speaking at the same meeting, told col-
fteag?ig;es that too many goverriing groups
'§n§§*ge in heavy-handed rules enforcement
;andbureaucracy and have board members
swho serve to advance personal agendas.
There also is poor communication and resi-
.dent apathy.

" He. observed that today’s association
‘manager needs the business skills of a cor-
iporate executive but the heart of a social
WO to provide leadership, inspiration
ow-how to help volunteer boards
successful communities.
¥h speakers called. for reforms and in-
gd involvement and education of unit

W

ipwners. ; ,




DEPARTMENT OF NEIGHBORHOOD SERVICES
Housing and Neighborhood Development Division

March 29, 1999

MEMO TO: Roger Raasch, Wisconsin Condominium Association Ref. Condo Memo4
Neil Siegel, MGIC
Morton Grodsky, Hersh & Grodsky
Matt Berkowitz, Bartlein and Company, Inc.
Scott L. Langlois, Quarles and Brady
State Representative John LaFave
State Representative Jeff Stone
John Poehlmann, Reserve Advisors, Inc.
David Halbrooks, City Attorney’s Office
Ted Salgado, Reserve Advisors, Inc.
Robert Liebsle, Godfrey, Neshek, Worth, Leib onover

FROM: Leo J. Ries, Deputy Commissioner ‘4"’0

Department of Neighborhood Services

SUBJECT: Workgroup on Condominium Issues

Attached are the notes from our meeting on March 26, 1999 as well as the final version of our
proposed legislative agenda relative to condominium regulation. These recommendations are
being forwarded to the state legislative reference bureau for drafting.

Be assured that | will keep you informed as this bill works its way through the legislature, and
advise you of the public hearing when it is scheduled.

Thank you all for the time, enthusiasm and insight that you invested in this important project. |
think we should all take pride in what we have accomplished.

cc: Lee Jensen
Pat Curley
Mike Dawson
Ald.Thomas Nardelli
Ald. Don Richards



NOTES FROM MEETING ON MARCH 26, 1999

Attending: John LaFave Ted Saigado
John Poehimann Corrina Herr
David Halbrooks Matt Berkowitz
Leo Ries Scott Langlois
Robert Liebsle Neil Siegel

Drafting legislation

John LaFave reported that he, Leo Ries and David Halbrooks will meet a representative of the
state legislative reference bureau at 10 A.M. on March 31 to begin drafting legislation. Also
joining them will be Senator Richard Grobschmidt who has agreed to serve as The Senate
sponsor for the bill.

Condo clearance letter

It was decided to drop the idea whereby Title Companies would be required to obtain a
clearance letter and a real estate condition report from Condo Associations. It was felt that this
would be too difficult to achieve.

Reserve Requirements

It was agreed that the state should not require a reserve study since it would result in numerous
reports of minimal value conducted by individuals with questionable qualifications.

It was also agreed that the state should not require a minimum reserve amount, as is currently
the case in Michigan. John Poehlmann noted that Michigan is currently re-evaluating this
provision in their statutes.

It was agreed to endorse the proposal drafted by Berkowitz, Poehimann and Salgado, with a
couple of modifications.

Follow-up

It was agreed that the group should reconvene after the legislation is drafted. John LaFave
asked everyone to identify people from around the state who could testify in support of the
proposed changes.

It was further agreed to reconvene in 2000, to evaluate changes which are currently being
considered by the State of Michigan.



.

DEPARTMENT OF NEIGHBORHOOD SERVICES

Housing and Neighborhood Development Division

MEMO TO:

FROM:

SUBJECT:

March 15, 1999

Roger Raasch, Wisconsin Condominium Association

Neil Siegel, MGIC

Morton Grodsky, Hersh & Grodsky

Matt Berkowitz, Bartlein and Company, Inc.

Scott L. Langlois, Quarles and Brady

State Representative John LaFave

State Representative Jeff Stone

John Poehlmann, Reserve Advisors, Inc.

David Halbrooks, City Attorney’s Office

Ted Salgado, Reserve Advisors, Inc.

Robert Liebsle, Godfrey, Neshek, Worth, Lej d Conover
Leo J. Ries, Deputy Commissioner 400 —7
Department of Neighborhood Services

Workgroup on Condominium Issues

The next meeting of this Workgroup is scheduled for:

Friday, March 26, 1999
at 1:30 p.m.
City Attorney’s Office
City Hall, 8" Floor
200 East Wells Street, Room 804

Ref. Condo Memo4

If we are unable to complete our work on March 26", a follow-up meeting has tentatively been

planned for:
Friday, April 9, 1999
Department of City Development
809 North Broadway
3-West Conferenc2 Room
1:30 p.m.
ATTACHMENTS:

1. Notes from March 12, 1999 meeting.

2. Proposed legislative agenda as of March 12, 1999
3. Rental rules proposed by Mort Grodsky

4. Proposed legislation on maintaining reserves

5. Chapter 718 of Florida Condominium Act.

ccC: Lee Jensen
Pat Cutiey
Mike Dawson
Ald. Thomas Nardelli
Ald. Don Richards



NOTES FROM MEETING ON MARCH 12, 1999

Attending: Mort Grodsky Ted Salgado
John LaFave Corrina Herr
John Poehlmann Matt Berkowitz
David Halbrooks Scott Langlois
Leo Ries

Payment of Condo fees by Developer

Mort Grodsky advised that 703.16(3) be modified to make explicit the obligation of the developer
to pay assessments on units which have not been conveyed to new owners. The group
endorsed language as proposed in item #12 & 13 on the attached.

It was understood that there are problems associated with this clause. For example,
maintenance costs could be lower for the developer than for the association. Nonetheless, it is
believed that the clause as proposed will at least insure that reserve_pavments are being made
prior to the Transition event, so that the a-ion will have some money in the bank when it
takes over control of the association.

Municipal enforcement of code and maintenance violations against common areas

Leo reported a concern from City building inspectors that they often have trouble enforcing the
code on common areas of a condo complex. Since condo’s are often unincorporated and do
not have a registered agent, inspectors end up havmg to deal with all the individuals who are
listed as unit holders.

It was suggested that this problem could be remedied by requiring all condo’s to.be incorporated
(except for small residential condo’s which are described in 703.36(5) as associations of 4 units
or less). The group, however, felt that incorporation wasn’t necessary.

Instead, it was proposed that all condos be required to submit a reserve report and the name of
a registered agent annually to the Department of Financial Institutions (DFI). It was noted that
703.23(l) already requires associations to appoint a registered agent, but there is no penalty for
failing to do so. Consequently, it was proposed that penalties be charged “up to $50 per day

per unit holder” for failure to comply with enforcement by DFI or the local municipality.
[ T nr— 2

There was some discussion on the relative advantage and disadvantage of public disclosure of
an association’s reserve status. The group felt that advantages outweighed disadvantages. It
was felt that public reporting would ensure compliance with state statute and would provide
needed information to prospective unit buyers.

NOTE: City of Milwaukee could amend rental property recording ordinance to require
the listing of a registered agent for condo’s as it currently does for rental properties.

Reserve Requirements

The discussion continued on the proposed language relative to “Budgeting and Maintaining
Adequate Reserves” as proposed by John Poehlmann and Ted Salgado.
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Matt Berkowitz endorsed the proposal but proposed three modifications:

1. The funds must be kept in a secured, no risk, interest bearing savings, certificate of deposit,
or money market account in a federally insured financial institution.

2. All existing condominium associations five years or older from the enactment of the statute, (5.t
would be allowed five years from the date of the enactment of the statute, to come into full 5\4\5
compliance with the statute. Any condominium association €onstructed wityr five years S
from the enactment of the statute, would be required to come into full compliance of the b’d‘"‘ '
statute, within one year from the date of the enactment of the statute. All condominium
associations constructed/formed after the date of the enacted statute, shall be supplied a
Reserve Study from the developer, and must have the monthly reserve fund deduction
incorporated into the first budget of the association.

3. Any association who has not complied with the law, would be subject to a penalty/fine of not
less than $25000.00 and no more than $100,000.00. This fine would be placed in the same
fund,with interest earned on Real Estate Trust Accounts. )

Discussion is still needed on what constitutes an adequate reserve and how to penalize an
association for failing to maintain an adequate reserve. --

P



City of Milwaukee

Leo J. Ries
Deputy Commissioner

Dept. of Neighborhood Services

809 N. Broadway, 2nd Fir. Phone (414) 286-5600
Milwaukee, WI 53202 FAX (414) 286-5447
Iries@mkedcd.org



PROPOSED LEGISLATIVE

AGENDA ON CONDOMINIUM REGULATIONS N}»

GOVERNANCE

1. Require that condo boards be composed only of owner-occupats§, or where that is not
possible, require that there be a centralized management aggeft with authority to:

- screen, approve and evict tenants
oversee the-association’s trust fund
oversee day-to-day operations of the association.

2. Make explicit in state statute the right of condo associations to be completely owner-
occupied (this provision already exists in Florida statutes..)

INFORMATION REQUIREMENTS

3. Expand language in Chapter 703 relative to the content of condominium declaration and by-
laws to permit boards the authority to approve and evict tenants.

4. Modify Real Estate Condition Report (Wis. Stats. 709.02) to include additional information:

At present only Items B4 and C26 refer to condos and home associations. Expand the form
to cover condo items such as the following:

C28 - The Association presently utilizes a professional property
management firm: Yes NoS electively

C29 - The reserve amounts as of this date are approximately $

C30 - Owners are aware of any pending litigation involving the association:
Y e s No
c31l - Condo declaration permits units to be rented: Yes N o]

5. Modify Chapter 703.33(2) (a) relative to information which must be conveyed to purchasers

of condo units to include - “Procedures and penalties relative to the rental units which have («~¥ r‘

been approved by the Board of Directors of the Association”.
Mﬂul Y aree bsonns

COMPLIANCE/ENFORCEMENT ISSUES

6. Modify Chapter 704 relative landlord tenant relations to provide for the following where
rentals are allowed:

a) Explicitly give condo boards the authority to evict tenants (cross reference this with
changes in Chapter 703 as described in item #3 above).

b) Require that lease include a provision that the tenant acknowledges receipt of and
agrees to abide by the Declaration, by-laws and Rules and Regulations of the

Association.

{
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PROPOSED LEGISLATIVE
AGENDA ON CONDOMINIUM REGULATIONS

GOVERNANCE

1. Require that condo boards be composed only of owner-occupants, or where that is not
possible, require that there be a centralized management agent. (It is understood that the
authority of the managing agent will need to be defined.)

o315 2. Make explicit in state statute the right of condo associations to be completely owner-
(2H(a) ? occupied (this provision already exists in Florida statutes.) ) W bivawﬁe
wowre b Lol be e I omarmanm ybmr&e,a_uo’(‘“ ob&‘
INFORMATION REQUIREMENTS LovetBnes 7

3. Review state-mandated minimum requirements for what needs to be in condominium
documents and insert language relative to management of rental units.

4. Modify Real Estate Condition Report (Wis. Stats. 709.02) to include additional information
as recommended by Roger Raasch.

At present only Items B4 and C26 refer to condos and home associations. Expand the form
to cover condo items such as the following:

C28 - The Association presently utilizes a professional property

management firm: Yes. No Selectively .
c29 - The reserve amounts as of this date are approximately $
c30 - Owners must have any future tenants screened by the Board of Directors
before taking occupancy. Yes No.
c31 - Owners are aware of their liability of renting/leasing without
Board approval. Yes No

And other statements in an effort to achieve our objectives.

5. Make it mandatory that the Board attach a copy of the clearance letter form which is
submitted to the title companies regarding no outstanding amounts, liens, etc. This would
require the cooperation of all title companies in the State.

COMPLIANCE/ENFORCEMENT ISSUES

J&QM 6. Explicitly give condo boards the authority to evict tenants. 2<
o3

7. Expand language in Chapter 703 (which currently allows unit holders to sue associations) to
0N include local municipalities. Include language which allows local municipalities to levy fines

‘3"';3;'/13 / and to attach these fines to the Real Estate tax. Cross reference Section 823 which

PP describes nuisance conditions.
’ ) -
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Proposed legislative Agenda on Condominium Regulations (Cont'd)
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s

)

8. Require all unit owners to pay@egardless of whether the unit holder has a claim against
the association.

9. Failure to make the annual reserve agent to DFI or to annually provide the name of the Cﬁﬁ@,
registered agent as required in 703.23(l) shall subject each unit holder to a fine of upto &A%< '
$50/day until compliance (Since local municipalities would be given joint jurisdictions to
enforce this clause, Chapter 605 will have to be modified giving municipalities the authority to

E7 - attach a special tax for this purpose.) This clause would be implemented following adequate
r/\

notice, as described in 605, in the form of personal service or certified letter to the unit
holder.

DEVELOPER REGULATION

10. Develop legislation which formalizes the “transition event” - i.e. the point in time when
control of the condominium is transferred from the developer to the association. (Chapter

718 of Florida statutes is a good model). Identify standards that a developer has to meet
before being relieved responsibilities - i.e.:

- Financial statements and an audit.
- Conveyance-of association records.
- Condition of real estate - i.e. require a transition study.

11. Require a developer to post a bond, equal to 2-3% of development budget to guarantee
condition of condo complex for at least one year after Transition.-

Pl A5 12. Changes to 703.16(3). The Declarant shall be liable for all assessments, or installments

thereof, coming due on any unit owned by the declarant prior to the sale of any such unit to
A the initial purchaser commencing at the time that any unit in a given building receives a
greesnr cerificate-of-occupancy or the equivalent authorization issued by the governmental body

having jurisdiction. G2 a3, Lt )()

13. During the year following the Transition event, the maintenance and reserve budget will be
{

{ ~ 7 reviewed. If annualized expenses were underfunded, than the association may have a
\ . '+ claim against the developer’s bond.

RESERVE REQUIREMENT

14. Require certain minimum reserves (this issue is still under discussion - see language
proposed by John Poehlmann, et al. - attached).

15. Condo shall be required to submit a reserve report annually to the Department of Financial
Institutions (DFI) specifying the:

- amount of money in fund at beginning of the year.

- amount of money added during the year.

- amount of money spent from the fund during the year and
and a description of activities that the fund was spent on.
amount of money in fund at the end of the year.



Proposed Legislative Agenda on Condominium Regulations
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c) Require that the lease contain a provision that both the owner and the tenant are
responsible for any damage caused by the tenant to property and/or violation by the
tenant of Declaration, By-Laws, or Rules and Regulations.

d) Require that the lease indicate the address and telephone number of the owner, and
the tenant, upon occupancy, shall immediately advise the Association of his or her
telephone number.

7. Expand language in Chapter 703 (which currently allows unit holders to sue associations) to
include the state or political subdivisions thereof. Include language which allows local
municipalities to levy fines and to attach these fines to the Real Estate tax. Cross reference
Section 823 which describes nuisance conditions. *
e Slh oo~
- “a-n:\/z, K)’ WWM

8. Reqyuire 3}l unit owners i@ pay fees regardless of whetQir trth m'nh:older\}nasaa claim against
the associati ' v—a SI omeen
,\M"‘ﬂ&ﬂ Kj’-j

9. Failure to make the annual reserve report to DFI or to annually provide the name of the
registered agent as required in 703.23(I) shall subject each unit holder to a forefeiture of up
to $50/day until compliance (Since local municipalities would be given joint jurisdictions to
enforce this clause, Chapter 66.05 will be followed to give municipalities the authority to
attach a special tax for this purpose.) This clause would be implemented following adequate
notice, as described, for example, in 66.05, in the form of personal service or certified letter
to the unit holder.

DEVELOPER REGULATION

10. Develop legislation which formalizes the “transition event” - i.e. the point in time when
control of the condominium is transferred from the developer to the association. (Chapter
718 of Florida statutes is a good model). Identify standards that a developer has to meet
before being relieved responsibilities - i.e.:

Provision of financial statements and an audit.
Conveyance of association records.
Condition report relative to real estate - i.e. require a transition study.

Jare 11. DeveIoper—will—be—required to post an irrevocable letter of credit equal to 5% of the \QA) .
m @elopment budget/to guarantee that the condominium was designed and built without M

Caﬂj"" defect and that any defects identified at Transition have been cured. The letter of credit
W shall remain in effect for at least one year after Transition. Any(claims.against the letter of
M credit will be subject to mediation through a non-judicial dispute resolution process.

12. Changes to 703.16(3). Following Transition, the Declarant shall be liable for all
assessments, or installments thereof, coming due on any unit owned by the declarant prior
to the sale of any such unit to the initial purchaser commencing at the time that,any unitin a
given building receives a certificate of occupancy or the equivalent authorization 1ssuéd by~
the governmental body having jurisdiction. T
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13. At Transition, Declarant shall provide to the association a fee equal to at least 1/12 of the
annual operating and capital budget for the association.

RESERVE REQUIREMENT

14. Condo shall be required to submit a reserve report annually to the Department of Financial
Institutions (DFI) specifying the:

amount of money in fund at beginning of the year.

- amount of money added during the year.
amount of money spent from the fund during the year and
and a description of activities that the fund was spent on.
amount of money in fund at the end of the year.

15. Adopt legislation relative to “Budgeting and Maintaining Adequate Reserves” as proposed
in attached memo from Berkowitz, Poehlmann and Salgado dated February 19, 1999 with
two exceptions - i.e.:

a) Insert language that Reserve Funds must be kept in a secured, no risk, interest
bearing savings, certificate of deposit or money market account in a federally
insured financial institution.

b) The section on Sanctions should be modified to conform with the penalties
proposed in item #9 above.

ot
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Proposed Legidation
Budgeting and Maintaining Adequate Reserves
February 19, 1999
Submitted by
Matthew Berkowitz, CPM, Bartlein & Company

John P. Poehlmann, Reserve Advisors, Inc.
Theodore J. Salgado, PE, Reserve Advisors, Inc.

Condominium associations within the State of Wisconsin shall be required to annually prepare and
distribute to al unit owners a detailed proposed annual budget setting forth with particularity all
anticipated common operating expenses, anticipated capital expenditures from reserves for capital
repair or replacement of property owned-in-common (common elements), contributions to

reserves, amount of existing reserves, the annual assessment, and other income.

To implement a policy to accumulate funds for major repairs and replacements, a Board of
Directors often needs to educate owners about the benefits of accumulating such funds in advance

through regular assessments and to understand that the systematic accumulation of fundsis:

« A means of assuring that funds for major repairs and replacements will be available when

needed, thus' avoiding specia assessments.

. An equitable method of charging current rather than future owners with the cost of the

current use of common elements.
. A means of preserving the market value of individual units or shares in the cooperative.

Inadequate funding for future major repairs and replacements may adversely affect the ability of
owners to sell or refinance their units, because of the concerns of prospective buyers, or because
of the difficulty of obtaining mortgage financing. All budgets adopted by a Board of Directors on
or after July 1, 1999 shall provide for reasonable reserves for capital expenditures anEI deferred

maintenance for the repair or replacement of the common elements.
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RESERVE RESPONSIBILITIES OF BOARD OF DIRECTORS
- Including Developer, who by definition comprises the initial board of directors

The board is responsible for assessing unit owners for reserve contributions into a reserve fund.
The funds contained in the reserve fund shall only be used for major repairs and replacement of

common €lements.

The reserve fund shall not be used for normal routine budget expenditures such as: repairs and
maintenance, snow removal, services such as trash removal, utility bills, etc. Reserve funds and
any interest accruing thereon shall remain in the reserve account and shall be used only for capital
repairs and replacements unless their use for other purposes is approved in advance by a vote of

%, of the voting interests.

REQUIREMENTS FOR THE DEVELOPMENT OF A RESERVE PLAN

In developing a reserve plan the age and components of the common property must be
considered. The specific components of common property that an association may decide to
include in its funding plan depend on the kind of project, its construction and the governing
documents. Such components may include, but are not limited to: building exterior walls,
plumbing, roofs and related roofing assemblies, painting, heating and air conditioning systems,

roads, recreational facilities, and furniture and equipment owned or maintained by the associaiion.

To determine the amount of reserves appropriate for an association, the board shall take the

19 following into consideration:

20
21

Any independent professional Reserve Study by engineering specialists that the a;\sociation

may obtain



W

1

12

14

Propose . 11100
Budgeting : Maintaining Adequate Reserves -
Workgroup «a Condominium Issues

February 19.1999

Page 3 of 9

Identification of the major components which the association is obligated to repair, replace or

maintain that have a remaining useful life of less than 20 years
. Therepair and replacement costs of the common elements
. The normal useful lives of the common elements
. Remaining lives of the common elements
. Inflation rate of materials and labor
. Interest or other earnings rates obtained from invested reserves

. An estimate of the total annual contribution necessary to defray the cost to repair, replace, or

maintain the components identified above

Amount of future costs of repair and replacements as matched against existing reserves

BORROWING FROM RESERVE FUND

The reserve fund may be borrowed against by the Board of Directors of the association on behalf
of the association for common area and limited common. area expenditures which are not defined

under reserve fund expenditures, by adhering to the following repayment guidelines set forth. The
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loan would have to include: the principle amount of loan, specified time period for repayment,

initial interest amount, and contain a monthly principle and interest payment schedule.

The interest rate would have to be adjustable, and twice the percentage of the prime interest rate,
to account for the lost earned interest income. The initial determined interest rate would be
adjusted on an annual basis from theinitial start date of the loan. The time period for repayment
of the loan could be no longer than seven years from theinitial start date of theloan. Only up to
40% of the total value of the reserve fund may be borrowed. No other loan may be taken against
the reserve fund while aloan from the fund is outstanding. Borrowing of reserve funds would

have to be voted upon at an annual meeting of the unit owners, by a5 1% majority vote of 2/3 of

the eligible voters.

ENACTMENT

All existing condominium associations five years or older from the enactment of the statute would
be allowed five years from the date of the enactment of the statute to come into full compliance
with the statute. Any condominium association constructed within five years from the enactment
of the statute would be required to come into full compliance of the statute within one year from
the date of the enactment of the statute. All condominium associations constructed/formed after
the date of the enacted statute shall be supplied a Reserve Study from the developer and must
have the monthly reserve fund deduction incorporated into the first budget of the association.

SANCTIONS

Any association that has not complied with this law would be subject to a penalty/fine of no less
than $25,000 and no more than $100,000. This fine would be placed in the same fund with
interest earned on Real Estate Trust Accounts.
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AUDIT

A unit owner or any potential unit owner may in writing, request an audit of the account, but the
requesting party would be responsible for the cost of the audit, unless the audit was requested in a
legal action, and then the final outcome of the judicial proceeding would determine who is

responsible for the cost of the audit.

DUTIES AND RESPONSIBILITIES OF THE DEVELOPER PRIOR TO ELECTION OF
INITIAL NON DEVELOPER CONTROLLED BOARD OF DIRECTORS

Until election of the initial non developer controlled Board of Directors, the same rightstitles,
powers, privileges, trusts, duties and obligations vested in or imposed upon the Board of
Directors by the Wisconsin Condominium Act and in the declaration and bylaws shall be held and
performed by the developer. The developer shall be required to develop areserve plan and

maintain appropriate reserves in a reserve account.

Within 60 days following the election of a majority of the Board of Directors other than the
developer, the developer shall deliver to the Board of Directors a detailed accounting by the
developer, setting forth the source and nature of receipts and expenditures in connection with the
management, maintenance and operation of the property. The developer will provide for reserve
funds into a reserve account that is equivalent to the percent of future repair and replacement

costs of the common elements while the association is under developer control.

FULL DISCLOSURE BEFORE SALE
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1 Inrelation to theinitial sale or offering for saie of any condominium unit, the seller must make fui:
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15
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17
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19 (2)
20
21
22
23
24
25
26 (3)
27
28

disclosure of, and provide copies to the prospective buyer of, the following information relative to

the condominium project:

(a) the Declaration,

(b) the Bylaws of the association;

© a projected operating budget for the condominium unit to be sold to the
prospective buyer, including full details concerning the estimated monthly
payments for the condominium unit, estimated monthly charges for maintenance or
management of the condominium property, and monthly charges for the use of
recreational facilities, and

(d) 2 floor plan of the apartment to be purchased by the prospective buyer and the
street address of the unit, if any, and if the unit has no unique street address, the
street address of the project.

(e) in addition, any developer of a conversion condominium shall include the following

information:

A specific statement of the amount of any initial or special condominium fee due

from the purchaser on or before settlement of the purchase contract and the basis

of such fee;

Information, if available, on the actual expenditures made on all repairs, maintenance,
operation, or upkeep of the subject building or buildings within the last 2 years, set forth
tabularly with the proposed budget of the condominium and cumulatively, broken down
on a per unit basis in proportion to the relative voting strengths allocated to the units by
the bylaws. If such building or buildings have not been occupied for a period of 3 years
then the information shall be set forth for the last 2 year period such building or buildings
have been occupied;

a description of any provisions made in the budget for reserves for capital expenditures

and an explanation of the basis for such reserves, or if no provision is made for such

1,
A

reserves, a statement to that effect; and
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(4) For developments of more than 6 uni:s for which the notice of intent to convert isissued
after the effective date of this arnendatory Act, an engineer‘s report furnished by the
developer as to the present condition of all structural components and major utility
installations in the condominium, which statement shall include the approximate dates of
construction, installation, major repairs and the expected useful life of such items, together

with the estimated cost (in current dollars) of replacing such items.

All of the information required by this Section which is available at the time shall be furnished to
the prospective buyer before execution of the contract for sale. Thereafter, no changes or
amendments may be made in any of the items furnished to the prospective buyer which would
materially affect the rights of the buyer or the value of the unit without obtaining the approval of
at least 75% of the buyers then owning interest in the condominium. If all of the information is not
available at the time of execution of the contract for sale, then the contract shall be voidable at
option of the buyer at any time up until 5 days after the last item of required information is
furnished to the prospective buyer, or until the closing of the sale, whichever is earlier. Failure on
the part of the seller to make full disclosure as required by this Section shall entitle the buyer to
rescind the contract for sale at any time before the closing of the contract and to receive arefund

of all deposit moneys paid with interest thereon at the rate then in effect for interest on judgments.

A saleisnot aninitial sale for the purposes of this Section if there is not a bonafide transfer of the
ownership and possession of the condominium unit for the purpose of occupancy of such unit as
the resuit of the sale or if the sale was entered into for the purpose of avoiding the requirements of
this Section. The buyer in the first bona fide sale of any condominium unit has the rights granted
to buyers under this Section. If the buyer in any sale of a condominium unit asserts that such sale

isthe first bonafide sale of that unit, the seller has the burden of proving that hisinterest was

acquired through a bona fide sae.

RESALES - DISCLOSURES - FEES.
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In the event of any resale of a condominium unit by a unit owner other than the developer such

owner shall obtain from the Board of Directors and shall make available for inspection to the

prospective purchaser, upon demand. the following:

D

)

©))

4)

®

(6)

(7

®

@)

A copy of the Declaration, bylaws, other condominium instruments and any rules
and regulations.

A statement of any liens, including a statement of the account of the unit setting
forth the amounts of unpaid assessments and other charges due.

A statement of any capital expenditures anticipated by the unit owner’ s association
within the current or succeeding two fiscal years.

A statement of the status and amount of the reserve for replacement fund and any
portion of such fund earmarked for any specified project by the Board of
Directors.

A copy of the statement of financial condition of the unit owner’ s association for
the last fiscal year for which such statement is available.

A statement of the status of any pending suits or judgments in which the unit
owner’s association is a party.

A statement setting forth what insurance coverage is provided for all unit owners
by the unit owner’s association.

A statement that any improvements or aterations made to the unit, or the limited
common elements assigned thereto, by the prior unit owner are in good faith
believed to be in compliance with the condominium instruments.

The identity and mailing address of the principal officer of the unit owner’s
association or of the other officer or agent as is specifically designated to receive

notices.

25 The principal officer of the unit owner’s association or such other officer asis specifically

26 designated shall furnish the above in formation when requested to do so in writing and within 30

27 days of the request.
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1 Within 15 days of the recording of a mortgage or trust deed against a unit ownership given by the
2 owner of that unit to securing debt, the owner shall inform the Board of Directors of the unit
3 owner's association of the identity of the lender together with a mailing address at which the

4 lender can receive notices from the association.

5 A reasonable fee covering the direct out-of-pocket cost of providing such information and
6 copying may be charged by the association or its Board of Directors to the unit seller for

7 providing such information.
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I 718.202 Sales or reservation deposits prior to closing.--

(1) If adeveloper contracts to sell a condominium parcel and the construction, furnishing, and
landscaping of the property submitted or proposed to be submitted to condominium ownership has not
been substantially completed in accordance with the plans and specifications and representations made
by the developer in the disclosures required by this chapter, the developer shall pay into an escrow
account all payments up to 10 percent of the sale price received by the developer from the buyer
towards the sale price. The escrow agent shall give to the purchaser areceipt for the deposit, upon
request. In lieu of the foregoing, the division director has the discretion to accept other assurances,
including, but not limited to, a surety bond or an irrevocable letter of credit in an amount equal to the
escrow requirements of this section. Default determinations and refund of deposits shall be governed by
the escrow release provision of this subsection. Funds shall be released from escrow as follows:

(& If abuyer properly terminates the contract pursuant to its terms or pursuant to this chapter, the
tunds shall be paid to the buyer together with any interest earned.

(b) If the buyer defaults in the performance of his or her obligations under the contract of purchase and
sale, the funds shall be paid to the developer together with any interest earned.

(c) If the contract does not provide for the payment of any interest earned on the escrowed funds,
interest shall be paid to the developer at the closing of the transaction.

(d) If the funds of a buyer have not been previously disbursed in accordance with the provisions of this
subsection, they may be disbursed to the devel oper by the escrow agent at the closing’ of the transaction,.
unless prior to the-disbursement the escrow agent receives. from the buyer written notice of a dispute
between the buyer and developer. :

(2) All paymentswhich arein excess of the 10 percent of the sale price described in subsection (1) and
which have been received prior to completion of construction by the developer from the buyer on a
contract for purchase of a condominium parcel shall be held in a specia escrow account established as
provided in subsection (1) and controlled by an escrow agent and may not be used by the developer
prior to closing the transaction, except 3s provided in subsection (3) or except for refund to the buyer. If
the money remains in this specia account for more than 3 months and earns interest, the interest shall be
paid as provided in subsection (1).

(3) If the contract for sale of the condominium unit so provides, the developer may withdraw escrow
fundsin excess of 10 percent of the purchase price from the special account required by subsection (2)
when the construction of improvements has begun. He or she may use the funds in the actual
construction and development of the condominium property in which the unit to be sold islocated.
However, no part of these funds may be used for salaries, commissions, or expenses of salespersons or
for advertising purposes. A contract which permits use of the advance payments for these purposes shall
include the following legend conspicuously printed or stamped in boldfaced type on the first page of the
contract and immediately above the place for the signature of the buyer: ANY PAYMENT IN EXCESS
OF 10 PERCENT OF THE PURCHASE PRICE MADE TO DEVELOPER PRIOR TO CLOSING
PURSUANT TO THIS CONTRACT MAY BE USED FOR CONSTRUCTION PURPOSES BY THE
DEVELOPER.

(4) The term "compietiotn Of construction” means issuance of a certificate of occupancy for the entire

| ar.-,.{§C 3/11/99 1:49 PM
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building or improvement, or the equivalent authorization issued by the governmental body having .
jurisdiction, and, in ajurisdiction where no certificate of occupancy or equivalent authorization isissued,

it means substantial completion of construction, finishing, and equipping of the building or

improvements according to the plans and specifications.

(5) The failure to comply with the provisions of this section renders the contract voidable by the buyer,
and, if voided, all sums deposited or advanced under the contract shall be refunded with interest at the
highest rate then being paid on savings accounts, excluding certificates of deposit, by savings and loan
associations in the areain which the condominium property is located.

(6) If adeveloper entersinto areservation agreement, the developer shall pay into an escrow accnunt
all reservation deposit payments. Reservation deposits shall be payable to the escrow agent, who shall
give to the prospective purchaser a receipt for the deposit, acknowledging that the deposit is being held
pursuant to the requirements of this subsection. The funds may be placed in either interest-bearing or
non-interest-bearing accounts, provided that the funds shah at al reasonable times be available for
withdrawal in full by the escrow agent. The developer shall maintain separate records for each
condominium or proposed condominium for which deposits are being accepted. Upon written request to
the escrow agent by the prospective purchaser or developer, the funds shah be immediately and without
qualification refunded in full to the prospective purchaser. Upon such refund, any interest shall be paid
to the prospective purchaser, unless otherwise provided in the reservation agreement. A reservation
deposit shall not be released directly to the developer except as a down payment on the purchase price
simultaneously with or subsequent to the execution of a contract. Upon the execution gf a purchase
agreement for a unit, any funds paid by the purchaser as a deposit to reserve the unit pursuant to a
reservation agreement, and any interest- thereon, shall cease to be subject to the provisions.of this -
, subsection and shall instead be subject to the provisions of subsections (1)-(5). s \ .

(7) Any developer who willfully fails to comply with the provisions of this section concerning
establishment of an escrow account, deposits of funds into escrow, and withdrawal of funds from
escrow is guilty of afelony of the third degree, punishable as provided in s. 775.052, s. 775.083, or s.
775.084, or the successor thereof. - The failure to establish an escrow account or to place fundsin an
escrow account is prima facie evidence of an intentional and purposeful violation of this section.

(8) Every escrow account required by this section shall be established with a bank; a savings and loan
association; an attorney who is a member of The Florida Bar; a real estate broker registered under
chapter 475; atitle insurer authorized to do business in this state, acting through either its employees or
atitle insurance agent licensed under chapter 626; or any financial lending institution having a net worth
in excess of $5 million. The escrow agent shah not be located outside the state unless, pursuant to the
escrow agreement, the escrow agent submits to the jurisdiction of the division and the courts of this
state for any cause of action arising from the escrow. Every escrow agent shall be independent of the
developer, and no developer or any officer, director, affiliate, subsidiary, or employee of a developer
may serve as escrow agent. Escrow funds may be invested only in securities of the United States or an
agency thereof or in accounts in institutions the deposits of which are insured by an ::zency of the
United States.

(9) Any developer who is subject to the provisions of this section is not subject to the provisions of s.
501.1375.

{v.

(10) ‘Nothing in this séction 3hall be constried to réquire-any filing'with'the divisidn in the case'of = '
condominiums other than residential condominiums.

History-s. 1, ch 76-222; s. 7, ch. 79-314; s. 3, ch. 80-323: s. 3, ch. 81-185; 5. 9. ¢h. 84-368; 5. 5, ch 87-1 17; s. 14, ch.
20 90-151; 5. 860, ch. 97-102.
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7 15.203 Warranties.--

(1) The developer shall be deemed to have granted to the purchaser of each unit an implied warranty of
fitness and merchantability for the purposes or uses intended as follows:

(a) Asto each unit, a warranty for 3 years commencing with the completion of the building containing
the unit.

(b) Asto the personal property that is transferred with, or appurtenant to, each unit, a warranty which
is for the same period as that provided by the manufacturer of the personal property, commencing with
the date of closing of the purchase or the date of possession of the unit, whichever is earlier.

(c) Asto all other improvements for the use of unit owners, a 3-year warranty commencing with the
date of completion of the improvements.

(d) Asto al other personal property for the use of unit owners, a warranty which shall be the same as
that provided by the manufacturer of the persona property.

(e) As to the roof and structural components of a building or other improvements and as to mechanical,
electrical, and plumbing elements serving improvements or a building, except mechanical elements
serving only one unit, awarranty for a period be-ginning with the completion of construction of each
building or improvement and continuing for 3 years thereafter or 1 year after owners other than the
developer obtain control of the association, whichever occurs last, but in no event more than 5 years.

(f) Asto al other property which is conveyed with a unit, a warranty to the initial purchaser of each

unit for aperiod of 1 year from the date of closing of the purchase or the, date of possession, whichever
occurs first. .

(2) The contractor, and all subcontractors and suppliers, grant to the developer and to the purchaser of
each unit implied warranties of fitness as to the work performed or materials supplied by them as
follows:

(a) For aperiod of 3 years from the date of completion of construction of a building or improvement., a
warranty as to the roof and structural components of the building or improvement and mechanical and

plumbing elements serving a building or an improvement, except mechanical elements serving only one
unit.

(b) For a period of 1 year after completion of all construction, a warranty as to all other improvements
and materials.

(3) “Completion of abuilding or improvement” means issuance of a certificate of occupancy for the
entire building or improvement, or the equivalent authorization issued by the governmental body having
jurisdiction, and in jurisdictions where no certificate of occupancy or equivalent authorization isissued,
it means substantial completion of construction, finishing, and equipping of the building or improvement
according to the plans and specifications.

(4) These warranties are conditioned upon routine maintenance being performed, unless the
maintenance is an obligation of the developer or a developer-controlled association.

Ge 3/11/99 2,06 PM
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(5 The warranties provided by this section shall inure to the benefit of each owner and his or her
successor owners and to the benefit of the developer.

(6) Nothing in this section affects a condominium as to which rights are established by contracts for
sale of 10 percent or more of the units in the condominium by the developer to prospective unit owners
prior to July 1, 1974, or as to condominium buildings on which construction has been commenced prior

to July 1, 1974.

(7) Residential condominiums may be covered by an insured warranty program underwritten by a
licensed insurance company registered in this state, provided that such warranty program meets the
minimum requirements of this chapter; to the degree that such warranty program does not meet the
minimum requirements of this chapter, such requirements shall apply.

History.--s. 1, ch 76-222; s. 1, ¢h. 77-221; s. 8, ch. 77-222; 5. 3, ch. 78-340; s. 9, ch 79-314; 5. 11, ch. 91-103; s. 3. ch.
9 1426: s. 8, ch 92-49; 5. 86 1, ch 97- 102.

3/11/99 2:06 PN
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From: LaFave, John
Sent: Monday, March 29, 1999 8:54 PM
To: Kahler, Pam

cc: Matthias, Mary
Subject: Written information that | sent to you in advance of Wednesday’'s meeting

For your information, there are a few errors in the packet that | sent to you. Also, the
work group met last Friday and we made some more revisions, additions, deletions,
and corrections. For example, on page 2 of the ‘Proposed Legislative Agenda” in
point #9 is listed Chapter 605; it should be 666.05 (or so they said). | hope that
didn’t cause to much confusion if you looked at that section.

See you tomorrow.

Rep. Q@ﬁm faj 30»@

Room 220-N

P.O. Box 8952

Madison, WI 53708-8952
Toll-free in Wis:|-888-534-0023
Office: (608) 266-0486

Home: (414) 357-7432

3/30/99



Kahler. Pam

From: Marchant, Robert

Sent: Wednesday, October 27, 1999 11:21 AM
To: Kahler, Pam

Subject: Condominium  draft

Hi, Pam--

In my opinion, it is sufficient to require the board to deposit the funds in an interest-bearing, federally-insured account at a
bank, savings bank or savings and loan association or, if the board is otherwise eligible to make the deposit, at a credit
union.

OR
Although it takes a lot more words, here is a hyper-accurate description of the permissible accounts:

“...in an interest-bearing account at a bank, savings bank or savings and loan association or, if the board is otherwise
eligible to make the deposit, at a credit union. Deposits required under this xxx shall be made in an account that is insured
by the federal deposit insurance corporation or the board of the national credit union administration or by any other
instrumentality of or corporation chartered by the united states that insures deposits held by a bank, savings bank, savings
and loan association or credit union and that is supported by the full faith and credit of the federal government.”

| hope this helps. Let me know if you have any other questions.

Robert J.Marchant

Legislative Attorney

State of Wisconsin Legislative Reference Bureau
robert.marchant@legis.state.wi.us
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Kahler. Pam

From: Matthias, Mary

Sent: Monday, September 27, 1999 12:18 PM
To: Kahler, Pam

Subject: FW:Condo draft

Hi Pam- here is one of the condo drafts mentioned on the email to Rep.LaFave which | cc’d you on.

Mary Matthias

Senior Staff Attorney

Wisconsin Legislative Council Staff

ph.: (608)266-0932; fax: (608)266-3830
mary.matthias@Iegis.state.wi.us

----Original Message-----

From: Uselman, Tracey

Sent: Wednesday, September 08, 1999 2:29 PM
To: Matthias, Mary

Subject:

0196/1

Tracey Uselman

Wisconsin Legislative Council Staff
One East Main, Ste 401

Madison, WI 53701

(608) 266-7676
tracey.uselman®@legis.state.wi.us



Subject: condos

| spoke with Marc Shovers and we need clarification on that remaining issue (municipal
forfeitures etc) before he or | can draft it. | called and left a message for Halbrooks and
I'll try to sort it out with him.

Mary Matthias

Senior Staff Attorney

Wisconsin Legislative Council Staff

ph.: (608)266-0932; fax: (608)266-3830
mary.matthias@Iegis.state.wi.us

From: John Poehlmann [john @ reserveadvisors.com]
Sent: Tuesday, September 14, 1999 9:59 AM

To: Mary Matthias; John LaFave

cc: Ted

Subiject: Proposed Condo Legis.- Condo Reserve Accounts

Follow Up Flag: Follow up
Flag Status: Flagged

Thanks for sending the condo drafts Mary. Great job putting our committee’s thoughts into a form
that is understandable and meaningful!! A few initial comments from Ted and myself regarding
the Reserve Accounts language WLCS: 0196/1:

Page 2, Line 8, ‘2. The estimated cost of the capital repair or replacement..... " is preferable
because we believe the word ‘cost’ is more clear than expense and do not want to mislead the
reader with the use of the word malntenance A~ 0% 200y

Page 2 - Question at bottom. Comment: Should the draft provide a definition of “major
components”?

NO, we do not believe the document should define major components. ‘Major’ could reasonably
mean different things to different condominium associations. Asphalt pavement could be a major
common element to a townhome development with 20,000 square feet of asphalt streets and
parking lots, while asphalt might only comprise a short driveway at a high rise condominium and a
minimal common element relative to other high rise common elements such as mechanical
systems.

Page 3 - Comment - Suggest substituting the words “special meeting” for “annual meeting”,
which apparently is not required. o % (S\C‘-c)(u) > st ole F, .\»—?J-om

Page 4 - Line 16, Audit. Suggest striking out ‘or any potential unit owner’ altogether. Potential
unit owner is considered to be a prospective buyer of one or more units in the association.

Last, can you provide me with David Halbrooks email address and phone? I'd like to forward our
thoughts and communicate with him directly. Thanks in advance.

Again, great job with the language. We're very excited about moving this legislation forward and
helping condominium owners become better informed homeowners.

John



Kahler, Pam

From: Matthias, Mary

Sent: Monday, September27, 199912:29 PM
To: Kahler, Pam

Subject: FW:the other one

Pam--Here's the other one.

As Rep. LaFave's email said, he’'d like these drafted up by the experts (that's you, believe it or not!!)
| took a shot at them--please revise them as necessary. Do you still have the written materials that
were handed out at the meeting last Spring? Thats what | based these on. | didn’t do anything
about that municipal forf. issue because I'm not sure what they want and I'm not sure how to start
drafting that one. David Halbrooks is the expert. Do you still have his number? He is hard to get a
hold of- very busy. | haven't had any luck. The other guy, (Leo Ries) quit his job with the City of Mil.
and isn’t working on this any longer. I'd prefer if whoever is going to draft that part contact
Halbrooks directly rather than me trying to pass the info on second hand.

Please keep me updated on this project and call me if you have any questions. Also, please
incorporate the changes suggested by John Poehlmann in the email | sent earlier today.

Thanks!

Mary Matthias

Senior Staff Attorney

Wisconsin Legislative Council Staff

ph.: (608)266-0932; fax: (608)266-3830
mary.matthias@legis.state.wi.us

----- Original Message----

From: Uselman, Tracey

Sent: Wednesday, September 08, 1999 2:30 PM
To: Matthias, Mary

Subject:

0120/

Tracey Uselman

Wisconsin Legislative Council Staff
One East Main, Ste 401

Madison, WI 53701

(608) 266-7676
tracey.uselman@legis.state. wi.us



Kahler, Pam

From: Matthias, Mary

Sent: Monday, September 27, 1999 12:08 PM

To: LaFave, John

cc: Shovers, Marc; Kahler, Pam; Nelson, Robert P.
Subject: RE: Moving forward with condo legislation
Rep. La Fave:

I will forward the drafts to the LRB, with the changes suggested by John Poehlmann. David
Halbrooks hasn’t gotten back to me yet on the forfeiture issue.

Mary Matthias

Senior Staff Attorney

Wisconsin Legislative Council Staff

ph.: (608)266-0932; fax: (608)266-3830
mary.matthias@legis.state.wi.us

From: LaFave, John

Sent: Thursday, September 23,1999 56:41PM

To: Matthias, Mary

cc: Kelly, Judy; David Halbrooks; John La Fave; John Poehlmann, Reserve Advisors; Matthew Berkowitz (FAX); Morton M.

Grodsky (FAX): Robert Leibsle; Scott L. Langlois, Attorney, Quarles & Brady; Wayne Parker; Wis Condominium
Assoc. - Roger Raasch
Subject: Moving forward with condo legislation

Mary,

As per my voice mail message to you today, let's move ahead with the LRB drafting your two drafts. | would prefer
that they be drafted as ONE bill. Have you clarified the information you need to move ahead on the portion of the
legislation that you reference below regarding municipal forfeitures?

I have not heard back from any condo Workgroup members with comments or concerns, other than the suggestions
made by John Poehimann concerning reserve funds.
I include John’s comments below and they sound sensible to me. I'd appreciate your thoughts about them.

FYI --- | have talked to Joe Murray and Mike Theo from the Wisconsin Realtors Association. | told them that
before this legislation is introduced that | will share it with them. They informed me that they have an attorney on their
staff who is an ‘expert’ regarding condominiums. They will want her to look at this bill. 1 will look forward to their input
and hope to gain their support for the final draft.

Sincerely,
Rep. yojm Lo Fawe

Room 220-N

P.O. Box 8952

Madison, WI 53708-8952
Toll-free in Wis:1-888-534-0023
Off ice: (608) 266-0486

Home: (414) 357-7432
Rep.LaFave @legis.state.wi.us

From: Matthias, Mary
Sent: Thursday, September 09, 1999 1:34 PM
To: LaFave. John
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DRAFTER’S NOTE LRB-374 n
FROMTHE PJK.....mrc
LEGISLATIVE REFERENCE BUREAU am\v

1. Because the response to the language prepared by Mary Matthias was so
favorable, 1 worked from that prepared language rather than the instructions
submitted back in March. You will have to let me know if there is anything else you
need included in the draft. In addition to these drafter’'s notes, the draft contains a
number of imbedded notes for you to respond to.

2. How do you want these provisions to apply to small residential condominiums (no
more than four units)? You will need to review s. 703.365. Under current law, a
declaration for a small residﬁntial condominium need not contain the information
required under s. 703.09 (1) (g), which was amended in this bill to include rental
restrictions. Do you want s. 703.10 (2g) to apply? (See especially s. 703.365 (3) (c).)
Do you want s. 703.365 (8) to be amended to cross-reference s. 703.33 (1) (a) to'fem)?

3. How do you want to handle the applicability of these new provision? See s. 7b/3.38
by way of example;

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266-2682

E-mail: Pam.Kahler@legis.state.wi.us

_ I
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103.24; to repeal and

2 recreate 703.33 (d); and to create 703.10 (2g), 703.165,703.33 (cm) and (em),

)
704,17 (6)and 704.50 (1) of the statutes; relating to:/% bylaws andr board of

gt s e

256l accounts Gk

pé
Analysis by the Legislative Reference Bureau o
1Y U U v N

The people of the state of Wisconsin, represented in senate and assembly, do..
enact as follows: —

—_— PREFATORY NOTE:
6 SECTION 1. 703.09 (1) (g) of the statutes is amended to read:
7/ 703.09 (1) (g) Statement of the purposes for which the building and each of the
@) units are intended and restricted as to use%mmmmmnmmm
9 rohibition against the rental of units and, if a

10

D / & M nenpel

kS z .
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SECTION 2

K}:»/:r 2

N

i \/
1 SEcTION 2. 703.10 (2g) of the statutes is created to read: /
@ 703.10 (2g) RESIDENCY REQUIREMENTS FOR BOARD OF DIRECTORSH (a) The bylaws
3 may provide that a unit owner may not serve as a director unless he or she resides

in his or her unit. The bylaws shall provide that if a majority of the directors are not:

R

4
@ | t dothj the board of directors shall enter into a contract for

the management of all units in which the owner of the unit does not reside.

. v :
(b) If the board enters into a management contract under par. (a), a unit owner

may not contract directly with any person for the rental or IeaS'»t;\E)edgner’s unit.

@ The person with whom the board contracts under par.\fa) Wt&m&nd
10 duties of a landlord set forth in ch. 70‘2 with respect to units offered for rent or lease
11 and shall do all of the following:
/FA 12 1. Manage the rental and lease of units.
(\\ | 13 2. Oversee the association trust fund under s.
14 SecTioN 3. 703.10 (3) of the statutes is amended to read:
5 15 703.10 (3) Perm ssi BLE ADDI TIONAL PRovI st ons. T he bylaws also may contain

‘ 16 any other provision regarding the management and operation of the condominium,

17 including any restriction on or requirement respecting the use and maintenance of

18 the units and thﬁ common elements. The bylaws may place restrictions on the rental
)
/ - - - -

@ itslincluding prohibitin

@ number or percentage of units that mav be rented or lease dgc/)r reaquiring the prior
21 ing i

22

23 SecTIoN 4. 703.16 (3) of the statutes is amended to read:

24 703.16 (3) LIABILITY FOR ASSESSMENTS. A unit owner shall k3e liable for all

J/
@ assessments, or instalments thereof, coming due while owning a unim

R,

_:ﬁ_mw‘:&_‘ =

A

C-
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other person() In a voluntary grant, the grantee shall be jointly and severally liable

4 with the grantor for all unpaid assessments against the grantor for his or her share
5 of the common expenses up to the time of the voluntary grant for which a statement
6 of condominium lien is recorded, without prejudice to the rights of the grantee to
7 recover from the grantor the amounts paid by the grantee for such assessments.
8 Liability for assessments may not be avoided by waiver of the use or enjoyment of any
9 common element or by abandonment of the unit for which the assessments are made.
10 SECTION 5. 703.165 of the statutes is created to read:
1T 703.165 Budget and Reserve Requiren;éints. (1) ANNUAL BUDGET. The f
12 board of directors shall annually prepare and distribute to all unit owners a detailed
@ nnual budget setting forth{the following: -
14 ] anticipated common expenses and common surpdlfes“.//
15 (b) The nt and purpose of each anticipated exp%n/ littre from reserves.
16 (¢) The amount and_source of all anticipiaggd Contributions to the reserve’
17 account.
18 (d) The amount in the reserv,
19 (e) The total amount o ied against owners.
20 (f) The amou t@jurce of any other income of
21 (g) Thesamount and purpose of any other anticipate penditure by the
22 afion.
(2) RESERVE ACCOUNT; BUDGETING AND RESERVE PLAN. (@) An annughbudget

adopted by a board of directors on or after , 1.4, Shall provide for adequate
WNWM" L0 .
Y
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PJK....mrc
SECTION 5
ecified in sub. (3 board shall
v £ A\ ’
3_ }\ as'Sess hnit owners for contribations to be placed into the-réserve gecount:”
Ji g (b} All findsjl\m the res;lre ackpunt sha/{e held\m W%W #—’N
earmg avifgs, cerlificat A AR or mo ymarket ccound in afeder 11 1nsur§ﬂ///
s.ot(3
ncial institutio ) oo D - . 7o )

> -

6 (¢) The board of directors shall develop and annually evaluate and revise, as
7 necessary, a long-range reserve account plan. In accordance with this plan, the
@ board of directors shall annually determine the amount M@Mary to be
9 contributed to the reserve account for the needs of the condominium. In developing
10 and evaluating the long-range reserve plan, the board of directors shall take into
11 consideration all of the following:
12 1. The results of any independent professional reserve study conducted on
13 behalf of the association. = X

2. The estimated of the {rqnprletsdtq repair or replacement of all

15 major components that have a remaining useful life of less than 20 years and uaéh)
v

8 16 the association has the duty to repairg/eplacemrammmo
17 3. The estimated repair and replacement costs of all other common elements.
18 4. The length of the normal useful life and the estimated remaining useful life
19 of all other common elements. P
@ 5. The estimated costs of materials and labor necessary to repai.d
21 replace, as necessary, the common elements.
22 6. The amount of interest or other earnings attributable to the reserve account.
noaX, b
@ 7. An estimate of the total annual contribution to the reserve accoun@cessary

@ to meet the obligations of the association to <, repair and replace common

25 elements.
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necessary, the common elements to the amounts held in the reserve account.
: . v Gnda
(3) USE OF ReservE ACCOUNT. (@) Except as provided in par. (b), the amauatﬂ\
£bthdipddy in the reserve accounty be used only for major repairs and
AN 7 Fomnder ooy
replacement of common elements. Mw% in the reserve account%not be used

ov
for routine expenditures such as normal or routine repair%d maintenance of
gv
common elements or customary services such as snow a%d trash removal.

M’JA/
(b) 5@@}?& in the reserve account may be used for a purpose other than those

Wt N

@O

specified in par. (a if the use of reserve funds for a specific purpose and in a specific:

N
é’\
9
amount is approveci@ the affirmative vote of unit owners having 75% or more of the\
’\*/ 11 votes. ' . \

yh

(c) At ﬁumqln the feserve a ilunt et ey \ntelkes
.me‘o‘uf_‘ N & LRI l W8T ek perldés 1da

-~y

4 pars. (B r(b).

15 (4) BorRROWNG FROM RESERVE Account.  The board of directors may'bor’row
@ Wdﬁafrom the reserve account if all of the followingiare met: Conditcoma

17 (a) The amount and specific purpose of the loan from the reserve account is

approved by the affirmative vote of at Ieast 51% of unit owners havmg 66% or more

Lt b T e e W oy i

of the votes. /{w W W\M O”O'We W

(b) The amounts borrowed are expended for repair or replacement of common

eleme_n)ts. Aok
(c) The board of directors executes a loan agreement %;eciﬁes the Q

principal amount of the loan, the time pﬁriod for repayment of the loangfthe initial

rate of interest on the loan ané contains a schedule o
> ovethe.

onthly/principal and{interest




1999 - 2000 Legislature -6 - LRB-3741/P1

- SECTION 5

W"”’”b 9

(d) The rate of interest on the loan is equal to at least b%z;times the prime

3 the {)A&MA-Q
rat@ adjusted annually. _ &8 W\Qﬁm b’”& .
X f»o‘vx-ﬂ#\, \\\‘ 2/ . L-A

prN

1
N : ;
@&/ (e) The term of the loan is than 7 years.} AR
@ (f) The amount of the loan is %fgreater than 40%ofthe total valueof the reserve | | _ é \ g)
m m gr-r-rmnfﬁ OX m " A ‘ ( VAP N 4
= A
6

- v

\‘9 /PW\,, (6\) S~—

g (g) There is no other loan from the reserve account outstanding.
—=>

(5) REPORTING REQU REMENTS. (@) Every association shall annually provide to

the department of financial institutions and to each unit owner a report on the

P

9 reserve account of the association setting forth all of the following:
10 1. A statement of the amount held in the reserve account at the beginning and!
11 at the close of the previous one-year period.
\ 12 2. The amount and source of funds added to the reserve account during the
13 previous one-year period.
— 14 3. The amounts expended from the reserve account during the previous
| T 15 one-year period and a description of the purposes for which all amounts were
X\Q 16 expended.

17 (b) Failure of the association to submit the report to the department of financial
‘ v/ povv - Uw"n.vv
@ institutions as required unders{(a) shall subject each unit mﬁto a forfeiture of $50

19 for each day of violation.

@ (6) Aupit. Upon the written request of any unit owner 4

>
@ Wboard of directors shall conduct an audit of the reserve account and provide
22 the results of the audit to the requesting party. The board of directors may require
23 the requesting party to pay the reasonable costs of the audit.

ks

\,/ 24 SECTION 6. 703.24 of the statutes is amended to read:

.
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703.24 Remedies for violation by unit owner qr_tenant of a unit owner.

@ If any unit owngfails to comply with this chapter, the declaration or bylaws, 9;@

4 or_restriction set forth in the condominium declaration, the unit owner may be sued

<
! 5 for damages caused by the failure or the violation or for injunctive relief, or both, by

6 he association or by any other unit owner. e

)
0 SEcTION 7. 703.33((cm) §pg e of the statutes 4ﬁ3’created to read:
@ Ngi@ﬁ703.33 (cm) A statemen of the rights of the purchaser regarding the lease or

rental of the unit, including any restrictions or conditions on the lease or rental of

9
10 units, together with a reference to any provision in the declaration, bylaws or rules
11 and regulatlons that pertain to the lease or rental of units by unit owners.
( @ Joz 'S‘S,Fem) A statement as to whether the seller is aware of any pending litigation
K\j 13 involving the association along with a reasonably detailed description of the nature
14 of the litigation.
(lf’ 1\% ECTION 8. 703. 33 (d) of the statutes is repealed and recreated to réad: N
03°83~(d) A copy/of the\ projected annual gperating budget Er the
: éitmg Xpenses, anticipated

, ing reserves, the
sy

of as eﬁn%nts and ly cha¥ges

%if the Fondominium.

al-or leas of any facilities not p

~

SECTION . 704.17 {6) of tAe statutes is greated to read:

704.17 (6 CONDOMINIUM \n this section,

@ Wndommmxﬁb)/cﬁ@nantﬁr ¢ nd1t10 -of the.tenant’s-agreement” includes any )
4«25/X a cnd Tum\as \“/mn apy-condity owesﬂi?ﬁm,sstcfoﬁﬁ
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SECTION 9

M — /'/
1n a conmum d%rah ()\hmh inclyded in an-agreement. for the rental of
7 /a a{" t\ \/

L / a con omlnluwlt \(}7 “landlbi'd includes” the board of dlrﬂtgrs\ottil—/ .
N
condominium association. r:
.
@ @ SECTION 10. 704.50 mof th@statutes is created to read: \ o
1@ () .
@ 704. 50ﬂ Condomm1 1 th1s SGCthl\ﬁSSOCIatIOD” has the meanlng §
@ ins. 703.02 (lm ominium” has the meamng m%;; s. 703.02 (485)
s e @ 4
@ﬁ(‘, “declaration” has the meaning seppyh in 8. 703.0 mr nmf’ s the meaning \{
o v /
‘/ v
@ in s. 7038.02 (15). G'(eX"Weumw MMWW

Every agreement for the rental or lease of a condominium unltg/ hall be in

writing and shall contain{the following: g o2Q O/lf
ek,

@ (a) A statement that theﬁwr, the board of directors of the association or an
12 agent of the board of directors may terminate the tenancy if the tenant violates any

@ rule or bylaw of the association or any é

14 declaration. W

15 (b) An appendix containing the rules and bylaws of the association and sg '
16 itpf i€ti i thgﬁclaration%ﬁjﬂﬁﬁﬁgﬂm&w@

17 (c) A provision stating that the tenant acknowledges receipt of and agrees to

18 abide by the association rules and bylaws and the g

@ Wlaration &l ot ¥ ]
b X
@ (d) The address and telephone number of theWe;\—5

21D Wthin 5 business days after entering into an agreement for the rental or
@ lease of a unit, % owner shall provide a copy of the agreement to the association. The
23 association shall keep a copy Of%agreement on file while the agreement is in effect.

ww n Qease

/v-“‘"""— e it i et

Q&M 8-23

w
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SECTION 10

(4) A tenant shall provide the association with his or her telephone number as

soon as possible after the tenant W the unit and shall notify the

association if the telephone number changes.

(END)

iy,




10

11

1999-2000 DRAFTING INSERT LRB-3741/Plins
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INSERT 2-1

Section 1. 703.10 (2) (d) of the statutes is amended to read:

703.10 (2) (d) The election by the unit owners of a board of directors of whom
not more than one is a-menunit_not a unit owner, the number of persons constituting
the same and that the terms of at least one-third of the directors shall expire
annually, the powers and duties of the board, the compensation, if any, of the

directors, the method of removal from office of directors and, subject to sub. (2g) (a),

whether or not the board may engage the services of a manager or managing agent.

History: 1977 c. 407; 1987 a. 262; 1991 a. 295; 1995 a. 27.

Section 2. 703.10 (2) (e) of the statutes is amended to read:
703.10 (2) (e) The manner of assessing against and collecting from unit owners

their respective shares of the common expenses.. including amounts for deposit in the

v
reserve account under s. 703.165 (2).

History: 1971 ¢, 407; 1987 a. 262; 1991 a. 29.5; 1995 a. 27. A :
****Nore: | assume the reserve account an}d the purposes for which it may be used

are “common expenses”. However, see s. 703.16 (2), in which common expenses and
reserves for the payment of future common expenses age mentioned separately Perhaps
the “and” should be changed to “including” in s. 703.16 (2).

See s. 703.16 (6) (ink.). Do you want nonpayment of sums assessed for reserves
specifically added for purposes of constituting a lien? I'm not sure why reserves are left
out of that section but mentioned separately in s. 703.16 (2).

(END OF INSERT Z-1)

INSERT2-6

****Nore: How do you want to reconcile this provision with the requirement under
s. 703.1072) (d)? Ifthe bylaws provide that a unit owner may not serve as a director unless
he or she resides in his or her unit, it may be impossible to elect a board of directors with
only one or none who is not a unit owner. Do you want the requirement that only unit
owners who reside in their units may be directors to supersede the requirement under
s. 703.10 (2) (d) so that more than one person who is not unit owner may be on the board?

(END OF INSERT 2-6)

INSERT 2-13

N
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18
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v
***NoTeE: I'm not sure what is meant. by the association trust fund. Is it the reserve
account?

( END OF INSERT 2-13)
INSERT 4-2 [~ v~ S

703.165 Budget and reserve requirements. (1) ANNUAL BubceT. (a) The
board of directors shall annually prepare and distribute to all unit owners a detailed
annual budget setting forth all of the following:

1. All anticipated common expenses and common surpluses.

2. The amount and purpose of each anticipated expenditure from reserves.

3. The amount and source of all anticipated contributions to the reserve
account.

4. The amount in the reserve account. o

****NoTE: IS the “reserve account” under subds. 3. and 4. the same as “reserves”
under subd. 2.? See my note after sub. (2) (a).

5. The total amount of assessments to be levied against unit owners.

6. The amount and source of any other income of the association.

7. The amount and purpose of any other anticipated expenditure by the
association.

(b) An annual budget adopted by a board of directors on or after the effective
date of this parag}'r/aph .. .. [revisor inserts datei/, shall provide for adequate funds in
the reserve account established under sub. '(/2) for the purposes specified in s{b. 3).

(2) RESERVE ACCOUNT; BUDGETING AND RESERVE PLAN. (a) The board of directors

shall establish a reserve account for the association and shall assess unit owners for

contributions to be placed into the reserve account.
****NOoTE: I'm confused on the relationshp between this reserve account and
“reserves” under current, law, which under s. 703. 16 (2) are to be used for future common
expenses? Is this reserve account different from those “reserves” or is it intended to hold

reserved/may be used.

: N

ks‘ all those “reserves™? If the latter, then I assume you want to limit how, under current law,
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1 (b) All funds in the reserve account shall be held in an interest-bearing,
2 federally insured account at a bank, savings bank, savings and loan association or

3 credit union.

(END OF INSERT 4-2)

INSERT 5-21

****NoTe: Under sub. (3) (a), the only acceptable use of the reserve account funds,
unless approved by the unit owners, is for repairs and replacement of common elements.
Why would the board have to borrow from the reserve account under this subsection to
use reserve funds for the only acceptable use, the repair or replacement of common
elements?

(END OF INSERT 5-21)

INSERT 6-6

****NoTE: Do you want to specify how the board repays the loan? I assume it would
be with assessments against unit owners. Does it make sense for the unit owners to
approve a loan to the board that they have to pay back themselves, with interest
(especially considering that the loan seems to be for the same purpose as under sub. (3)
(a), for which the board does not need to obtain a loan, and considering that the unit
owners may also under sub. (3) (b) approve the use of the reserve fund for other purposes
without a loan). Maybe I'm missing something here but, unless loans can be used for
purposes other than the purposes authorized under sub. (3) (a> anyway, why even
authorize loans?

( ENDOFI NSERT6- 6)

INSERT 6-9

****NoTe: Would it be better to require the board of directors to provide this
information on behalf of the association? Also, do you want to require that the report be
provided by a certain date? This would make it easier to determine whether an
association was in compliance with this requirement.

(END OF INSERT 6-9)

INSERT 6-19

****NoTe: Who do you want to enforce this forfeiture requirement? Without explicit
language, it is nog €lear that DFI would have the responsibility or authority to dg se.
Under s. 978.05 (2), enforcement of the penalty would appear to be the responsibilty of
the county DA. A suggestion was made that it might be more appropriate to file (6f
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record) the report with the county register of deeds. The report would certainly be more
accessible and other condominium documents are recorded with the register of deeds.

( END OF INSERT 6-19)
INSERT 6-23

****NOTE: Do you think that the board should conduct the audit itself, since the
board has control over the withdrawal of funds out of the account, or should the board be
required to contract with a third party to have an audit done?

( END OF INSERT 6-23)
INSERT 7-6
( ENDOFI NSERT7- 6)

Section 3. 703.315 of the statutes is created to read:
703.315 Lease or rental ‘a}greements. Any agreement for the lease or rental
of a unit shall comply with s. 704.50 (2).

| NSERT 7-11

****NOTE: The declaration includes this information and the purchaser receives a
copy of the declaration under par. (a). Do you want to require the seller to provide this
information twice? No harm, of course, in providing it twice.

SectioN 4. 703.33 (1) (d) of the statutes is amended to read:
703.33 (1) (d) A copy of the projected annual operating budget for the
condominium including reasonahicalmmibessenccrning setting forth all anticinated

common operating exnenses. anticinated exnenditures from reserves for renair or

replacement of common elements? the amount of existing: reserves, the estimated

monthly payments by the purchaser for assessments, including anticinated

contributions bv the purchaser to reserves, and the estimated monthly charges for

the use, rental or lease of any facilities not part of the condominium.

History: 1977 ¢. 407; 1985 a. 188.
==Note: Are these “reserves” the reserve account? (See my note after s. 703.165

(2) (a))
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SECTION 5. 703.33 (1) (em) of the statutes is created to read:

(END OF | NSERT 7-11)
INSERT 7- 24

SectioN 6. 703.33 (2) (b) (form) 2. of the statutes is amended to read:
703.33 (2) (b) (form) 2. Bylaws. The bylaws contain rules whieh that govern the
condominium and effeet affect the rights and responsibilities of unit owners. The

bylaws begin on page . ... ..

History: 1977 c. 407; 1985 a. 188.

SectioN 7. 703.33 (2) (b) (form) 4m. of the statutes is created to read:

703.33 (2) (b) (form) 4m. Rental r\i/ghts. The right of a condominium unit owner
to rent or lease the unit to a tenant may be subject to certain restrictions or
conditions. Any such restrictions or conditions begin on page . . . ...

Section 8. 703.33 (2) (b) (form) 6m. of the statutes is created to read:

703.33 (2) (b) (form) 6m. Pendiné/ litigation. A condominium association may
sue or be sued. A description of any pending litigation involving the association
begins on page . . .. ..

Section 9. 704.02 of the statutes is created to read:

704.02 Special provisions for condominiums. In this chapter, if the
premises are part of a condominium, all of the following apply:

(1) Any reference to a “condition”, “covenant” or “provision” of a tenant's “lease”

or “agreement” includes any rule or bylaw of the condominium association and any

provision of the condominium declaration.

N
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(2) Any reference to “landlord” includes the board of directors of the
condominium association and any person who has entered into a management
v
contract with the board of directors under s. 703.10 (2g).

(END OF INSERT 7-24)
INSERT 8-23

*+xxNore:  Ifs. 703.10 (29) (b) applies and the agent of the board managing the rental
of units enters into the lease, do you want the owner to receive a copy of the lease within
5 business days?

(END OF INSERT 8- 23)

(D,\\of‘u



DRAFTER’S NOTE LRB-3741/P2dn
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LEGISLATIVE REFERENCE BUREAU

November 4, 1999

1. Because the response to the language prepared by Mary Matthias was so
favorable, 1 worked from that prepared language rather than the instructions
submitted back in March. You will have to let me know if there is anything else you
need included in the draft. In addition to these drafter’'s notes, the draft contains a
number of imbedded notes for you to respond to.

2. How do you want these provisions to apply to small residential condominiums (no
more than four units)? You will need to review s. 703.365. Under current law, a
declaration for a small residential condominium need not contain the information
required under s. 703.09 (1) (g), which was amended in this bill to include rental
restrictions. Do you want s. 703.10 (2g) to apply? (See especially s. 703.365 (3) (c).)
Do you want s. 703.365 (8) to be amended to cross-reference s. 703.33 (1) (a) to (em)?

3. How do you want to handle the applicability of these new provision? See s. 703.38
by way of example.

4. This version does not yet address the municipal forfeiture issue.

Pamela J. Kahler

Senior Legislative Attorney

Phone: (608) 266-2682

E-mail: Pam.Kahler@legis.state.wi.us



