HOA Transfer Fees
set the record straight on this scam with the below “dirty dozen”

Consider these facts as to the legitimacy of HOA Home Sake Transfer Fees:

1)

2)

3)

4]

HOA home =ale tra refer fees do not benefit the HOA, are not required by law, aren’t manda ted
by HOAs (some do not allow this fee) and the amount of the fee is not determined by the HOA
but by the property manage ment company (PR C).

The transfer fee izonly to be charged for unique, extracrdinary, and material costs incurred by
the HO&'s PMCincurred due to the sale of a home. Most, if not all, of the conte nded =e rvices
provided in regards to the sale ofa home that a re required a re a lready paid for via HOA dues
and the HOA's contract with the PMC Colorado State bw, 5B 11-234, indicates this fee cananly
be chaged bya PMC to recover unique and extracrdinary costs incurred from the sake of home
fwhich iz not what it currently represents). The fee can ako preclude approval of a HUD/FHA
lca n.

Home sale closing procedures indude explanations a nd documentation of kegally required
funding for taxes and escrow, home insurance, home appra Eal, Title insurance, etc. a nd

ide ntification of exiting liere a nd other encumbrances kgally filed against the property by
government a nd other entities. Unpaid private billings such as cable tw, utilities, and water are
not part of the closing process. Each of these has a product delivered/doc ume nted as evidence
of =ervices performed. Then there is the HOA home sale transfer fee that appears az a one liner
on clsing documents [average 5350) but there & no receipt or documentation of what the fee
represents, who ischarging it or receives it, what services have been completed to earn the fes,
when completed, no itemized costs of services to justify the feeand worst no one in attendance
actus lly understands what thie assez=ment iz all about [not the Rea ltor, hame szller, or Titke
Insum nce person or person supervising the home closing ses=sion). The fee represents a
transaction between the home owner and a private company, does not invalve a lien or other
encumbrance or carry forward debt on the property and thus has no place in a home closing
but if not paid the home closing will not continue. It & pay itorthe sale can't go forward: is this
a way to conduct busines=? Why is the homeclsing process serving as a collection agent for
the PMC industry?

HOA contracts with the PMCare required by law, Colerado HB 14-1254, to include verbia ge that
1) Explicitly disdoses all fees in the managers contract with the HOA orin an addendum to the
cantract and 2 documented on a clearly identified line item on a real estate dosing
settlement statement. Here are the major problems with this legal reguirement that is vagle at
best and avoid justifying the fee based on specifics:

a. Thereshould be a requirement in that HOAs inform home owners ofthe fee. Currently they
only become awa e at time of closing with no expl mationdoc umenta tion.

b. HOAzare nearly exclusively managed by PME. Boa s defa ult most decisions concerning
contracting, financial management, and the operations of HOAs to the PMIC. HOA Boa rck
generally have no experience incontract management, ma naging an HOAs affairs, nor do
most challenge a mything the PMC de mands frequests: oversight of the PMC & common and
lacking. Thus, HOA PMCs easily convince Boa rok that the fee isstanda  and required to
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gain reimbursement for incurred, unigue, material, a nd extracina ry costs related to the
=l ofa home.

c. The "explicit clb use" inthe PMC contract with the HOA should clearly state [but does not)
that the fee can only be charged for unique, materia |, a nd extracrdinary work not paid for
via HOAdues (to preclude duplicate billing); what work & required and completed to eam
the fee a nd what work i cha ged to home seller that isoptional and imposed on the home
sz ller; what work & lega lly required; what work requires hiring a lawyer to complete upon
thezale of a home a nd why and who requires it; state that the home cwner will be apprizsed
of the workcompleted to earn the fee via a ha d copy/electmnic detailed invoice providing
line item cost foreach unigue service and how the products /=ervices are to be
delive red/evidenced as complketed to the home seller/buyer. MWone of thisadds toa PMCs
operational costs.

d. "explicith® iz normallya one linerina contract. The law should've stated specifically what &
reqjuired [asstated above) to be explicit.

e. The "addendum of detailed charges [cost of each service]” @ n be met with a vague one
liner stating that adminktrative tasks a e pedormed to ea rn the fee. The amount ofthe fee
should be stated and supported by pricing of each service. If a PMCcan charge this fee it
certainly should bea ble to state what each askcosts.

f. Thediclosure equirement on the rea | estate closing documents amounts to a one liner, no
explanation and no receiptat time ofclosing [and when verbally expbined the expl ation
isgenerally wrong). Adetailed written receipt & critical to accountability a nd expected from

every other business transaction in the State.

PMC= determine thea mount of the fee, etain the fee, never provide homezellers with a receipt for
payment indicating what services were performed by line item and when performed: no other
business m n demand payment without any proof ofservices performed. The fee charged @n't be
cha llenged by the home seller, the services performed can’t be shopped for in the market plce, and
if not paid the home won't ke sok. The fee ranges from 5100 to overa 51,000 and there is no
relatiznzhip between contended services performed and invoice amaount. Some HOAs preclude
PMICs from cha rging the fee as they have determined thatall RECUIRED servicesare paid for with
HOW dues and don’t wa manta ny special fee fora home =a ke other than a minoradministrative

charge for preparation ofa CO orekectronic file for the buyeror Titke Company. Mo increased costs
will b= incurred by the HOA with the elimination/limit inamountof tm efer fee to 550 or kess.

A Title Compa ny often charges home sellersfor costs they are asses=ed from the PMC that invo e

replicating what they billed the home seller: why charge both? This often & listed on home closing
documents az a Titk Gompany "adminietrative” charge that includes PMCcharges. Specifically, the
Titke Company issenta COorfik containing governing documentsand a copy of the home zeller's

final billing statement (a ka Status Letter) all poduced in minutes via a computera pplications, &
corsidered part of the PMCs standard operations and contract with the HOA with no extracrdinary
workor material cest incurred, no kegal cetification & required on these documents from the PMC,
and such effort requires no research orconfirmation if the PMC records are up to date, organized
and accurate. Mote, whena homeowner applies fora home loan refine ncing, car koa n, ete. the PMC
provides the home ownerat no separate charge their btest billing state ment [(Status Lletter) or
forwards to the kbancompany for no or low cost (510 or less ).
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There & no kegal requirement of a need to have any HOA goveming documents or fimal Gilling to
home owner [Status Letter) indicating their financial status with the HOA: thie & padding the bill.
The PMC records should always be assumed to ke up-to-date, accurate, and reflect all financil
information based on their contract responsibilities with the HOA. Thus, a ce rtification adds nothing
to the process.

PMIC transfer fee billings shoul never include the follbwing items as theyare a) paid for with HOA
dues b) such tasks are paid for with the HOA's payments to the PMCc) are identified and included in
the PMCcontract with the HOA d) the events don't result in any separate cha ges to home owners
to complete and e) a re not unique orextracrdinary with the sa ke of a home: changing mmes ina

directory (kids move in-out, residents have new children, divorce requires name and res ident

cha nges, deaths, etc. ); covena nt viok tion and enforce ment as this & anongoing task; billing address
and name changes; updates to bank accounts for paying dues and other debt; issuing a current
Lilling =ta te ment showing all obligations of the home cwner including special assessmentsa nd
payment schedules for miscellbneous obligations to the HOA; billings and collection costs for
delinquent accounts; re-issuing card keysa nd other security measures for the new home owner;
issuing parking passes; providing a copy of a financial state ment, rese rve study or governing
documents all of which are norma lly accessible on the HOA web site free or no cha ige upon request
eke a copying charge may be assessed; identifimtion of special asses=ments in affect (shownon the
final billing to the haome seller); pending kegal actions/settkement (norma lly requested by the Title
Compa my with any PMCcharges passed on to the home seller); identification of liens as this & the
res ponsibility of the Title Company not the PMC and any other mutine workcompleted by and
expected of the PMC by the HOA home owners.

PMICs utilize theopportunity to charge a home =a ke transfer fee to enha nce income knowing that
neither the HOA Boamd, Titke Company orthe hame szller's/ buyer's Rea bor will cha llenge the fes: it
izcharged simply because it can be and has becomean institutionalized by Rea ltors a nd Title
Compa nies who without any question or knowledge of the fee simply get their clients to pay it.
Alzo, since these entities don’t understa nd the fee believing it is kegally required, it benefits the
HOA, the HOA determines the amount and retains it, that there a e significa nt costs to transfer
ocwnership ofa home inan HOA they blindly endarse the fee. Finally, since there & no expl nation
and no receipt of who & billing and receiving the fee these pofessionals remain ignorant as to why
theirclient is being asses=ed the transfer fee. Thi is detrimental enablement and approval and
shows no concern or respect for the seller’s finances.

10) PMICs should be able to recoverand bill for any material, unigque, and extracrdinary expenses

incurred due to the =a ke of a home. Any special equest by an HOA for work to be completed due to
the sale of a hame should ke identified in the HOA's contract with the PMC, noted that the work is
optional, billed to the home seller, and identified aza line item on the transfer fee receipt/killing to
home zeller. A charge to produce a CO/electronic filke transfer of governing documentsand a copy
of the final billing status ofthe home seller & acceptable and should B2 limited to not to excesd 550.

11) An HOAs contract cost with the PMC will not be affected when an HOA precludes the charging of a

home sake transfer fee. Bids fora contract should corsider costs plus a profit margin and
"anticipated” income. A PMC lowering their bid bazed on a nticipated revenue from the transfer fee
can place the HOA in jpopardy i such revenue is elied upon to deliver services. Low-ka lling a
contract bid by the amount of a nticipa ted income places large, well-funded PMCs ina position that

small PMC= complete astheir financil resoumes must be closely and reliably ma maged.




12) HOA legislation has been introduced to the Colkrado kegiskture several times to contain, restrict,
and require transpa ency and a receipt identifying == rvices to eam the fee. The property
management industry has been succes=ful every time in killing the legektion. Other States have
contained the fee for the reasons stated a bove and others are considering restrictive legislation. The
fee & mostly a give away and income enhancing schemefscam by the PMC industry of upwards of
510-12 million a year.

Legizlation is the only means to contain thie a busive fee. In particular, require that home s=llers be
provided a deta iled receipt when paying transfer fees; mguire HOA contracts with PG to explicith
indica te what services will be cha rged to the home =zller that are unique, extracrdinary, and material

related to the sa ke of a home by line item cost and certifying that all such expe nses f'waork incurred by the
PMIC are not otherwieeor at anytime provided to home owners as part of their contract with the HOA;
indica ted on the transfer fee billing that all waork is required and not optional in the zale of a home inan
HOW and which charges have been individually ordered by the HOA and required to ==l the hame; a nd
that none of the line itemson the billing have also been charged to other entities such as a Title

Compa my.




