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ow can a condo
collect common charges from
defaulting unit-owners without
spending a lot of time and

money in court?

BACKSTORY With the recent
coanomic downiurm,
condominitim boards have
been plagued by unit-owner
commaon charge delaulis.
With fewer unit-owners paying
their commaon charges, boards
are faced with the prospect of
InCreasing common charges
in owider to collect the deficit
frovm thase unit-owners in
good standing — unless they
can colbect the unpaid common
charges from the delinguent
unil-o%wnces.

Most boards that attempl @
collect common charges from
delinguent unit-owners are
faced with essentially throe
chaiees — enler into 3 paymeant
plan with the defaulting wnit-

awener, sue for money damages,

or fareclose, The prablem with
the payment plan option s that
whaen @ unil-owner misses i
payment, the board must start
an action, which takes time
and money. This is really just
delaying the incvitable. 11 a
board decides (o go straight

tov court {small claims o
atherwise), the board may
suceeed in geting a judgment
an the outstanding comman
charges, bt would have o

begin consecuiive aciions
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in order o keep collecting
the common charges as they
continue 1o gocrue. Also,
collection on the judgmentis)
iy be impossible. This stars
a cycle of continuous legal hills
and unpaid commeon charges
The third option, foreclosure,
is the clear chioice of ihese
three aptions because,
theoretcally, a board will be
nide whole by the sale of the
unit. However, especially wath
the recent regulations creating
more red tape for foreclosure
prscecdings, this can be a long
proieas.

COMMENT Chur office has
created a fourth option, which
blends the henchits of the three
standard options. Twa vears
aga, the board of managers

ol a three-tower, 250-unit
condominium retained our
firm and advised us that a
large percentage of the unit-
owners were delinguent in
common charge pavments. The
baard further advised us that
prior counsel had emplayed

a collection plan invalving
payrent plans and suits for
moncy judgment. Many unit-
onwners already had numerous
Judgmenis against them, bui o

money had actually
been collected.

We realized thiat
wi necded a new
collection method that
wiould keep us aul
af court, iIncentivize
unil-vwners 0 make
payments, and would
rid the condominium
of those unit-owners
whi had no way
of keeping up with
their common charge
abligations going inta
the future, The result
Wik an agreement
that included a
payment plan secured
by a deed in licu of
forcclosure {DILE).
The DILF 15 execuied

simultancously with
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the agreement and held in
escrow by our firm during the
term of the payvment plan, The
DILF is released o the board
for recording if a payment is
mussed and not cured within

10 days, Also included in the
agrecment is @ MNotice o Quit,”
which, as part of the agreement,
is deemed o have been duly
and properly served upon the
defmliing uni-owner on the
15th day succeeding the date

of the recording of the DILE,
and which further obligates the
unii-owner to vacaie the unit on
the 27th day afier recording.

Therefore, it a unit-owner
defaults on his/her obligations
under the payment plin
fand does not cure them in
a timely manner), not only
will the board become the
record owner of the unirt, bur
it will gain possession via the
“Motce to Quit” within 27
days thercalier. Esscntially, the
agreement esls a delinguent
unit-onwner o determine
whether he or she can caich
up on unpaid common charges
under the pavment plan and
hecome a unil-owner in good
standing. [f he or she can,
the common charges are paid
in full and the unit-owner
kzeps his or her unit. I the
unit-cwner canncdt, then the
release of the DILF shoricuis
the entire foreclosure process
and rids the condominium of
a unit-owner who cannot keep
up with his or her payment
obligations,

In the case discussed here,
the haard was ahle to collect
miosl of the unpaid conmon
charges withowt incurring
significant legal expense or
spending vears in cowrr, and
the board avoided raising
common charges for all unit-
OWNIETS. | |
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