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Each year HOA [homeowne s association ] home owners pay upwards of 510 to 512 million a year in
home sake transfer fees. The fee ranges from 5150 to 51000 per home sake. At Esue & whether this fee
isearned, lega |, required by the HOA or by law or issimply an income enhancement scheme

involing duplicate billing for service s by property management companies {PMCs) already paid for

with homeowner HOA dues.

This comprehensive explanation of the transfer fee identifies the fee as a costly scam on homeowners

and how our legislature can provide consumer protections at no cost to businesses, HOAs, or
taxpayers. Understand the fee and you knowledz eably understand this costly scheme.

The transfer fee is acoepted as normal operating cost of doing business but questions remain: What
exactly are the fees? Why are you paying them? Are they required by bw? Who authorized the fee?
W ho receives the maney ¥ Why the high cost?

You most likely thought it was required by law or the HOA to pay for extmordina ry work related to the
=a ke of your home. You accepted the fee as simply another HOA assessment and part of the HOA rules,
similar to HOA dues [but were never told about it). Most home szllers believe the amount & determined
and retained by the HOA to benefit the HOA. You may have even thought your Title Compa ny required
thie chage for research on your HOA account or to ersure the HOA had no liens on the property. [sthe
PMC kegally required to completed costly certifications?

Az kyour real estate agent about the fee and they an't explin it; he/she simply asks you to pay itso the
=a ke is not held up. Then there & the attitude of "just pay it" — "it En't that much when considering the
tota | hame sale price” or "everyone pays it, so ket's get on with the closing." That's a very cavalier
attitude with your money.

Here's the problem: None of these assumptions is true. [Reference a list of the "dirty dozen" reasons
HOA home sake transfer fees s hould be reined in.) The transfer fee & an income enhanceme nt sche me

by HOA property management companies and home owners are the victim.
Consider these quick facts:

1) Transfer fees are determined and etained by the HOA property management company (PMC) not
the HOA, aren't required by laworthe HOA, don't Eenefit the HOA, there is no limiton the amount that
can be charged, and there iz no ektionship between the fee a nd contended services performed to earn
the fee.

2) Mot all, but most, PMG charge a tra nsfer fee a nd some HOAs disallow transfer fees as
all contended servicesa nd costs related to tasksof s=lling a home are already paid for by homeowners
through their HOA dues.




3)PMEE charge a tra rsfer fee to enha nce income "because they @n" and if they didn't there is no
evidence the cost oftheircontract with the HOA would increase.

4) HOA boards never challenge the legitimacy of the fee, Boards rarely even know it is being cha rged,
and with valunteer board members mostly having no experience in managing a PMC or the HOA, they
acceptany explnation of the fee from the PMC. Note, PMCs NOT Boards genem lly manage HOAs and it
i=thi reltionship that @ ncause financial problems for the HOA in fees asse=ment, awarding
contracts, financial manage ment, etc. and the need to rein in a buse with licensing PMCs,

5} Almost a ll home sales tra msfer fees represent duplicate and triplicate cha Eing for se rvices already
paid for by HOA dues.

&) Transfer fee cha rges to home =zllers related to producing copies of governing documents and by-laws
and home szller Status letters [simply a copy of the final billing) are avaib bl upon equestat no extra
cost to the home seller, paid for with HOA dues, and/oravailable at no cost on the HOA weksite -- in
otherwaornds, the feesame fegrant duplicate billing. Costly certifimtion cha ges of these documents via
transfer fees by PME is not required by lawa nd simply represents "invoice padding of charges."

7] Charges by PMC= ehted to researching liens and litiga tion are completed by the Title Gompany a nd
should not be any pat of any Transfer Fee.

8) Home =ellers who are not provided a receipt for the fee don't know who & charging the fee and what
=& rvices were performed to ea m the fee, they just pay it.

9} By State bw, the fee anonly be asse==ed for workcompleted by the PMC unigue toa home zale and
cha rges compriing the trarsfer fee don't abide by this require ment.

10) The existence of this fee can preclude HUD/FHA koan a pproval. Thus, this fee & not justified by work
completed that & unique and extrmordina ry to the sak of a home. Inother wonds, it's a scam.

11) Noother service such as utilities, cable tv, or water assess such chargesto the home seller.

12} Home sale closing procedures indude explanations a nd documentation of kgally required funding
for taxes a nd escrow, home insum nce, home a ppraisal, Titke irsurance, etc. and dentification of exsting
liere and other encumbrances kegally filed against the property by government and other

entities. Unpaid private billings such as cable TV, utilities, and water are not part of the dosing process
and each of these has a product delivered/doc umented as evidence of services peformed. Mo detailed
imioice is provided for this abusive fee.

Then there & the HOA home sale transfer fee thatappea= aza one lineron clksing documents (average
5350) but there & no receipt or documentation of what the fee represents, who & charging it or receives
it, what services have been completed to earn the fee, when completed, no itemized costs of services to
justify the fee and warst no one in attenda nce actua lly understands what this assessment isall a bout

(not the real estate agent, home seller, or Title IreurE nce personor person supervising the home closing
sEEsion ).




The fee represents a transaction between the homeowner and a private company and does nat
involre a lien or other encumbrance or carry forw ard debt on the property. Thus, it has noplacein a
home dosing. But if it's not paid the home dosing will not continue. No other wvendor can use the
home dosing process as a collection agency/process except the PMC industry with the HOA Transfer
Fee.

Zillow, the anline mal estate wetsite, defines an HOA home sales transfer fee:

+ Home Owners Association Transfer Fees: The Seller will pay for this transfer which will s how
that the dues are paid current, what the dues are, a copy of the az=sociation financial satements,
minutes and notices. The buyer should review these documents to determine if the Association
has encugh reserves in phoe to avert futume special asses==ments, check to == if themame
special assessments, legal action, orany other items that might beof concem. Also included will
be Association by-Ews, rules and regulations and CC & Rs.

What Zillow doesn't mention or understand: 1) These services come at no additional cost to
homeowne rs when requested) performed at any time except when a home k& sold. The services have
already been paid for viea HOA dues orare othe rwie available at no cost on the HOA we bsite.

2) The so-called Status Letter is simply a fira | Gilling similar to that which a homeowner receives when
diEconnecting service with cable TV, utility companies, or cellphongftelephone service. Homeowners
can obtain anytime for no additiona | cost. Mo s pecial certification or kegal review is required. The Status
Letter simply states that the financil status of the home seller with the HOAa=zof a certain date is being
provided a nd includes curment or delinguent HOW duesand outsta nding obligations ek ted to fines and
special assessments (all mutine information and no charge upon request fram the home owner). 3)
HOA financial statements, minutes of meetings, and copies of governing documents are provided and
paid foras part of HOA dues and available upon request for no cost to the home ssller upon request
[otherthana minimal cost to eproduce in hard copyorona CO)4) Zillow also fails to indicate the fee &
not determined, required, or retained by the HOA, it Ea PMCcharge and 5) Zillbw enables the home
closing process to act as a collection agent for the PMC as mentioned a bove.

%o how a nd why does this scam continue and what action isneeded to rein in this abusive

practice? First and foremost, understand that most HOAsa re ma neged by PMCs. HOA Boards are
voluntes = that rely on PMC expertise to belp ma ke decisiors about community manage ment and most
Boards simply concede without questioning the actionsof PMC=s. PMCs have contracts with HOAs to
perform community maintenance and administrm tive services. The contracts (mostly due to

reqjuire ments under the PMC licensing law that will end July 2019 unless the legizk ture extends the law)
include mention that a transfer fee will b2 charged. Boards readily acce pt thisas normal operating
business. The transfer fee statement is purposely ambiguous allbwing a PMC to charge what they want
without accounta bility or justification orchallenge by a Board, Realtor, or Title Company. Home owners
are completely unaware of the transfer fee until the day of closing on their home: no explnation, just
pay it. Mext, the fee & charged as it has been institutionalized over the years by PMCs, Realtors, and the
legislature. It has becomesta nda  operating procedure, no questions asked, a nd if not paid the home
=a ke will b2 held up by the home sale closing agents for no other eason that "it must b2 paid”. Bills lave
been introduced to the legiskture to require oversight and accountability of this fee but allkilled by
lobbyist. State bBw restricting tra rsfer fees to only unigue and extracrdinary costs incumed and not

reimbursed to the PMC by the HOA are ignored a nd not enforced. Then there iswhat our orga nization,




Cokrado HOA Forum, callsthe "big lie" about the fee that is promoted by the PMC industry in the
legislature and media: it is required to gain reimbursement of unigque and matarial expenses whena
home is sold but they fail and fight legizlation to document such workon a detailed receipt. The fee &
an income enhancement schemea nd charged "bec use it can” and is furthermore & a duplicate billing
scam. There are no required a nd unreimbursed services performed by the PMCthat are extracrdinary,
caused by, and unique to the sa ke of a hame that should result in a tra nsfer fee other than
administrative duplicating and mailing charges that shoukd not exceed 550 [noton avermge 5350

The simple and fair solution to rein in this abusive fee and not place amy fime ncial burdenon
manage ment companies or HOAs will require leg elative action. The follbwing actionsare required ina

legislative proposal:

# Al HOA contracts with PMCs will include: a statement whether a home zale tra refer fee will be
cha rged; that the fee will only be assessed forthe PMC to gain reimburse ment for unique and
extracrdinary expenses incurred due to the =a ke of a hame not eimbursed through the PMC's
contract with the HOA; that a ll such costs have not been paid for through HOA dues and not
routine ly completed throughout the yearasa routine contractual service; thata my such tm refer
fee cha ges are required under the law: chargesa e required to clear the home seller from HOA
accountsa nd set-up the buyer; a nd all transfer work & extraodinary and unigue due to the s=le
of the homea nd not otherwie performed under the contract; that the tra rsfer fee charges and
services only occur because of a home sale and are dissimik r to other services performed by the
PMIC throug hout the year; a nd the home seller/payes of the transfer fee will be provided a
receipt documenting the exact services peformed to ea m the fee, when such sarvices were
performed, and line itermn costand allsuch chargesa e reasonablke and in complia nce with State
law HB 12-1237 related to reproduction a nd distribution of HOA records. Astatement that no
otherentity such as a Title Gompany will be cha rged for services thatare paid for though the
home zellertransfer fee. A statement that charging of a tra refer fee can inhibit the ability to
gain loanapproval of FHA/HUD loans.

# Home owners must be apprized of the transfer fee by the Board of Dirctors sharing the
verbiage in the HOA's contract with the PMC The transfer fee should ke incorpomted into the
HOA goveming documentsa nd appmoved by homeowners as it & anongoing and permanant
financial obligation of home owners.

« Any specil request by an HOA for the PMC to complete specific/optional work upon the sake of
a home that is not covered under the contract with the PMC must be clearly defined in the
contract, noted why such work & completed and the benefit to the HOA, the negative impacton
the HOA if such wark & not completed, when such wark is to ke completed, indicate that such
wiork is not required underthe bw or HOA by-laws but at the option of the HOA and apprise
home owners of this wark.

# Explanation thatall such extracrdinary home zale transfer fee charges to the hame ==llerare
confirmed NOT to be completed by a my other entity as part of the hame closing process such
but nat limited to clearing the title on the home, home lien searches, debt mollection services,

home inspection, and identifying outsta nding covenant violations that are paid for under the
FMIC contract with the HOA.




# Limiting the HOA Transfer Fee to no more than 5100 with supported documenta tion of detailed
experses incumed to justify the billing.
+ |dentify what services are mandatory but not paid for vie HOA dues to close out the seller and

enterthe buyer into the HOA recordsand what & optioral and not part of the duties and waork
defined in the PMCs contract with the HOA.

Our'White Papers explain how home ownersa e doublke and triple charge for e rvices through transfer
fees, provide a case study based on practices ina community in Colerado, and provide a highly

comprehe e ive discussion on this fee.

Legislative reform on the transfer fee is required.




