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Introduction

< Board members are required to fulfill several important
duties throughout the year to ensure the successful
operation of their association.

*» Examples include: enforcing the governing documents,
maintaining common elements, adhering to the ratified
budget, holding meetings in accordance with the law, etc.

*» Associations may consider creating a Year End
Scorecard (checklist) to evaluate overall
performance in complying with the governing
documents, NRS 116 and NAC 116.

“* The results of this scorecard can then be used to self
reflect and improve business practices year over year.




Sample Checklist

The year end scorecard may include whether board members:
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Held enough executive board meetings to properly and efficiently address the affairs of the association.
Allowed unit owners to attend, speak and present complaints at board meetings.

Consistently reviewed the association’s reserve study and financial information to ensure that the association’s funding plan is
sufficient and necessary maintenance is being performed.

Reviewed vendor contracts to ensure all terms are being appropriately adhered to.

Obtained and maintained appropriate insurance for the association.

Kept track of and addressed deferred maintenance projects concerning the common elements.
Obtained, when practicable, at least three bids from licensed service providers.

Adopted an updated budget before the beginning of the fiscal year and distributed the adopted budget to unit owners for
ratification at a meeting of the units’ owners.

Deposited all funds of the association for investment in authorized institutions.

Caused to be conducted either an audit or review of association financial statements.

Considered addressing delinquent accounts and held hearings pursuant to the law.

Conducted elections pursuant to NRS 116.31034.

Maintained a board of at least three members.

Maintained sufficient records and made those records available to unit owners upon written request.

Filed and paid to the Division and Secretary of State necessary forms and fees.

Kept informed of and stayed compliant with applicable provisions of the governing documents and federal, state, and local law.
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Executive Board Meetings
NRS 116.31083 & NAC 116.405

Did the board hold enough executive board meetings to properly and efficiently
address the affairs of the association?

A meeting of the executive board must be held at least once every quarter, and not
less than once every 100 days and must be held at a time other than during standard

business hours at least twice annually.

In determining whether a member of the executive board has performed his or her
fiduciary duties, the Commission may consider whether the member of the executive
board has caused the association to hold meetings of the executive board with such
frequency as to properly and efficiently address the affairs of the association.




Executive Board Meetings
NRS 116.31085 & NRS 116.31087

Did the board allow unit owners to attend, speak and present complaints at
board meetings while still maintaining order?

A unit's owner may attend any meeting of the units’ owners or of the executive board (except for those
held in executive session) and speak at any such meeting. The executive board may establish
reasonable limitations on the time a unit’'s owner may speak at such a meeting [NRS 116.31085].

An executive board meeting agenda must include a period devoted to comments by the units’ owners
and discussion of those comments scheduled for both the beginning and the end of the meeting.
During the period at the beginning of each meeting, comments by the units’ owners and discussion of
those comments must be limited to items listed on the agenda.

If an executive board receives a written complaint from a unit’s owner alleging that the executive board
has violated any provision of NRS 116 or the governing documents of the association, the executive board
shall, upon the written request of the unit’s owner, place the subject of the complaint on the
agenda of the next regularly scheduled meeting of the executive board [NRS 116.31087].

“* Not later than 10 business days after the date that the association receives such a complaint, the
executive board or an authorized representative SHALL acknowledge the receipt of the complaint
and notify the unit’s owner that, if the unit owner requests it, the subject of the complaint will be
placed on the agenda of the next regularly scheduled meeting of the executive board.




Robert’s Rules — Maintaining Order

NRS 116.3109

Did the board maintain order during meetings
of the executive board?

Meetings of the association must be conducted in
accordance with the most recent edition

of Robert’s Rules of Order Newly Revised,
unless the bylaws or a resolution of the executive
board adopted before the meeting provide
otherwise.

Robert’s Rules provide a structure for conducting
orderly meetings, allowing those in attendance to
be heard and those with voting power to make
decisions without confusion.




Interim Financial Statements

The purpose of adopting and ratifying the budget is to
ensure the association has adequate funds in the
operating and reserve accounts when needed to pay
for common expenses [NRS 116.3115].




Quarterly Review
NRS 116.31083

At least once every quarter, and not less than once every 100 days,
unless the declaration or bylaws of the association impose more stringent
standards, the executive board shall review, at a minimum, the following
financial information at one of its meetings:

a) A current year-to-date financial statement of the association;

b) A current year-to-date schedule of revenues and expenses for the operating
account and the reserve account, compared to the budget for those accounts;

c) A current reconciliation of the operating account of the association;

d) A current reconciliation of the reserve account of the association;

e) The latest account statements prepared by the financial institutions in
which the accounts of the association are maintained (bank
statements); and

f)  The current status of any civil action or claim submitted to arbitration or
mediation in which the association is a party.



Reserve Study, Continued

Has the board ensured that not more than 5 years have passed since the
last reserve study was conducted?

% The executive board shall, once every S years, cause to be conducted a study of
the reserves required to repair, replace and restore the major components of the
common elements and any other portion of the CIC that the association is obligated
to maintain, repair, replace or restore [NRS 116.31152].

* Not later than 210 days after the executive board receives a draft of the reserve
study, the executive board shall submit a summary of the reserve study to the
Division, by filing on form 609 as prescribed by the Division [NAC 116.435].

< No later than 45 days after the date the executive board adopts the results of a
reserve study, the executive board must submit a summary of the reserve study to
the Division, by filing on form 609.




Reserve Study Review
NAC 116.425(2)

Has the board reviewed the reserve study to ensure the association’s funding

plan is sufficient?
At least annually, the board must review the results of the reserve study. By law, the reserve fund must be
“adequately funded,” meaning sufficient to maintain the common elements:

< At the level described in the governing documents;

“» Without using operating funds; and

< Without the use of special or reserve assessments.

NAC 116.425(2)

“Percent Funded” is calculated by dividing (as of a particular date, typically the beginning of each fiscal year) the actual
current fund balance (determined by bank statements) by the amount that the reserve study predicted would be

sufficient for that year.
E.g. Reserve account contains $450,000.00 & reserve study predicts $800,000.00 should be in the account.

$450,000.00 / $800,000.00 = 56.25% funded



Special or Reserve Assessments

Has the association established adequately
funded reserves without using the funds from
the operating accounts or without special or
reserve assessments?

If the association currently utilizes a special or
reserve assessment to adequately fund the
reserves, is the reason due to unforeseen
catastrophic events [NAC 116.425(2)(b)]?




Reviewing Vendor Contracts

Has the board read through the association’s vendor contracts and
made sure that all terms of agreement are being appropriately
adhered to?

Pursuant to NRS 116.1113, every contract or duty governed by NRS 116
Imposes an obligation of good faith in its performance or enforcement.

The contents of the management agreement are governed by NRS 116A.620
and must (not all inclusive) be in writing and signed by all parties; must include a
complete schedule of all fees, costs, expenses, etc.; must include a statement of
scope of work; state spending limits; must include grounds and procedure for
termination; etc.. After a management agreement is effectively executed,
changes must be in writing and signed by the contracting parties.



https://www.leg.state.nv.us/nrs/nrs-116a.html#NRS116ASec620

Required Insurances “
NRS 116.3113 ST

Has the board obtained and maintained appropriate insurance for the
associlation?

Commencing not later than the time the first unit is sold to a person other than a declarant, the
association shall maintain all of the following:
< Property insurance on the common elements. Coverage must, after application of any deductibles, not be
less than 80% of the actual cash value of the insured property at the time the insurance is purchased and at
each renewal date.

< Commercial general liability insurance for medical payments, in an amount determined by the executive
board but not less than any amount specified in the declaration covering bodily injury and property damage

arising from use of the common elements.

< Crime insurance which includes coverage for dishonest acts by members of the executive board, the
officers, employees, agents, directors and volunteers, and to any business entity that acts as the community
manager of the association and the employees of that entity. Coverage may not include a conviction
requirement and must not be less than an amount equal to 3 months of aggregate assessments on all units

plus reserve funds or $5,000,000, whichever is less.

<+ Directors and officers insurance that is a nonprofit organization errors and omissions policy in a
minimum aggregate amount of not less than $1,000,000.




Deferred Maintenance

Has the board kept track of and addressed deferred
maintenance projects concerning the common elements?

The association has the duty to provide for the maintenance, repair and
replacement of the common elements (NRS 116.3107[1]).

% The projected life expectancy of the major components and the funding needs of the
reserves of the association are based upon the association performing appropriate
routine and preventative maintenance for each major component.

Failure to perform such maintenance can negatively impact the
remaining useful life of the major components and dramatically
Increase the funding needs of the reserves of the association.

NAC 116.425(1)(q)(1)




L ,‘1\
Bids for Service J |
NRS 116.31086 AN

Has the board obtained, when practicable, at least three bids from
reputable service providers who possess the proper licensing?

If an association solicits bids for an association project:

a) The association must, whenever reasonably possible, solicit at least three bids if the
association project is expected to cost:

1. In a CIC of less than 1,000 units, 3 percent or more of the annual budget of the
association; or

2. Ina CIC of 1,000 or more units, 1 percent or more of the annual budget of the
association; and

b) The bids MUST be opened and read aloud during a meeting of the executive board.

As used in this section, “association project” includes, without limitation, a project that involves
the maintenance, repair, replacement or restoration of any part of the common elements or
which involves the provision of professional services to the association, including, without
limitation, accounting, engineering and legal services.




Bids for Service, Continued

Consideration of the CICCH Commission
NAC 116.405

In determining whether a member of the executive board has performed his or
her fiduciary duties, the Commission may consider whether the member of the
executive board has caused the association to:

Obtain, when practicable, at least three bids from reputable service providers
who possess the proper licensing before purchasing any such service for use
by the association.




Budget Adoption & Ratification =

NRS 116.31151

Did the board adopt, distribute, and cause to be ratified the association’s
budget?

Unless the governing documents of the association impose more stringent standards,
the executive board SHALL, not less than 30 days or more than 60 days before the
beginning of the fiscal year of the association, prepare and distribute to each unit's
owner a copy of:

% The budget for the daily operation of the association.

% The budget to provide adequate funding for the reserves.

In lieu of distributing copies of the budgets of the association required by NRS
116.31151(1), the executive board may distribute a summary of those budgets to each
unit owner along with written notice that:

% The budgets are available for review at the business office of the association.

+» Copies of the budgets will be provided upon request.



Budget Adoption & Ratification //&

NRS 116.31151

Within 60 days after the executive board adopts a proposed budget
for the association, the board shall provide a summary of the proposed
budget to each unit owner and shall set a date for a meeting of the units’
owners to consider ratification — not less than 14 days or more than 30
days after the mailing of the summaries.

Unless at that meeting of the units’ owners a majority of all unit owners
In the entire community, or any larger vote specified in the CC&Rs,
reject the proposed budget, the proposed budget is ratified.

< A quorum does not need to be present at the meeting of the unit owners for
the budget to be ratified.




Financial Accounts
NRS 116.311395

Did the board deposit all funds of the association for
Investment in authorized institutions?

Except as otherwise provided by the governing documents:
An association, a member of the executive board, or a community manager
SHALL deposit or invest all funds of the association at a financial institution
which:
% Is located in this State;
% Is qualified to conduct business in this State; or
< Bas consented to be subject to the jurisdiction of the courts of this State and the
IvVISION.
Additionally, an association SHALL deposit, maintain and invest all funds of
the association:
“ In a financial institution whose accounts are insured by the FDIC, the National
Credit Union Share Insurance Fund or the Securities Investor Protection

Corporation; or
% In a government security backed by the full faith and credit of the Government
of the United States.
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Audit or Review of Financial Statements
NRS 116.31144

Has the board determined whether a review or audit of the financial
statement is needed and if so, caused it to be conducted?

The executive board shall, if the annual budget is:

< $45,000 or more but less than $75,000, cause the financial statement of the
association to be reviewed by an independent, certified public accountant during
the year immediately preceding the year in which a study of the reserves of the
association is to be conducted.

< $75,000 or more but less than $150,000, cause the financial statement of the
?ssolciation to be reviewed by an independent, certified public accountant every
iscal year.

< $150,000 or more, cause the financial statement of the association to be audited
by an independent, certified public accountant every fiscal year.



Audited Financial Statements, Continued
NAC 116.457

The audited financial statement must:
o *» Be prepared and completed not later than

- | | 210 days after the end of the fiscal year for
the association.

<+ Be made available to the Division not later

than 30 days after being requested by the

suDy e




Division Audits

NAC 116.550

The Division may investigate and audit all financial accounts related to an association if there is
reasonable cause to believe that the accounts or records of the association have not been
properly maintained and the Division:
“* Has reasonable cause to believe or has received a credible complaint that the association is
Insolvent or is in any financial condition or has engaged in any financial practice which
creates a substantial risk of insolvency;, or

+» Determines that the investigation and audit are reasonably necessary to assist the Division in
administering or enforcing any other provision of NRS 116, NAC 116, or any other statute that

the Division is charged with administering or enforcing.

“Insolvent” or “insolvency” means a condition in which an association or a community manager
IS unable to meet his or her, liabilities as those liabilities become due in the regular course of the
association’s or community manager’s business and which creates a substantial risk of harm to

the association.
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CYBER WEEK DAILY DEAL

GET 20% OFF

all online orders of $99 or more (excludes Quickfinder)*

*Daily promotions are only valid on the day of the offer. Read complete rules.

C O m m I S S I O n Store Audit and Accounting PPC's Guide to Homeowners' Associations and Other Realty Associations
' PPC's Guide to Homeowners' Share: I | & PO
Recommendation Associations and Other Realty

The Commission’s Associations
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recommended reporting e poma :
principles and practices of STRgene) of ucetes Book $365.00 . g
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financial accounting for
common-interest communities
are contained in PPC’s Guide
to Homeowners’ Associations
and Other Realty
Associations, otherwise
referred to as the Guide (NAC
116.410).

DESCRIPTION TABLE OF CONTENTS RELATED RESOURCES

People Also
Purchased

Contact Your Account Manager to learn more about our Checkpoint online solutions

omu‘le

Your one-stop reference guide to HOA accounting
PPC's Guide to Homeowners' Associations and Other Common Interest Realty Assoc{ S8 tiwve niy Qlgstiest S5 <
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Hearings for Fines
NRS 116.31031

Has the board imposed all fines and other sanctions in accordance
with the law?

If any provision of the governing documents is violated, the executive board
may, If the governing documents so provide:

< Prohibit, for a reasonable time, the unit owner from voting on a matter related to the
community and using the common elements (excluding prohibiting
ingress/egress/parking); and

“* Impose a fine (as described in the fine schedule)

<+ If the violation poses an imminent threat to health, safety or welfare, the amount of
the fine must match the severity of the violation.

* If the violation does not pose such a threat, the amount of the fine must still match
the severity of the violation and must not exceed $100.00.




Executive Board may not impose a fine unless:
NRS 116.31031

a) At least 30 days before the alleged violation, the violator had been provided with
applicable provisions of the governing documents (unless changes have been made to the
governing documents, the resale package received by the unit owner at the time of
purchase is sufficient); and

b) The violator received written notice by mail to the address of the unit and mailing address
following the violation:

“ Specifying in detail the alleged violation, including the provision violated,

< Providing a clear and detailed photograph of the alleged violation (when possible),

< Providing a reasonable opportunity to cure the alleged violation,

< Providing the amount of the potential fine, and

“ Providing the date, time, and location for a hearing to contest the alleged violation and fine.

% The executive board must schedule the date, time and location for the hearing on the alleged
violation so that the unit’s owner and, if different, the person against whom the fine will be
imposed is provided with a reasonable opportunity to prepare for the hearing and to be
present at the hearing.



Fines, Continued
NRS 116.31031

“ If a fine is imposed and the violation is not cured within 14 days, or any
longer period established by the board, the violation shall be deemed a
“continuing violation.”

** Thereafter, the executive board may impose an additional fine for the
violation for each 7-day period, or portion thereof, that the violation is not
cured.

< Any additional fine may be imposed without providing notice and an
opportunity to be heard.

“» A member of the executive board shall not participate in any hearing or cast
any vote relating to a fine if the member has not paid all assessments.

< Any past due fine must not bear interest.



Past Due Fines, & Assessments
NRS 116.31088

Has the board considered addressing delinquent accounts when needed?
The association may commence a civil action without approval of the unit owners of the association to:

< enforce the payment of an assessment;
% enforce the declaration, bylaws or rules of the association;
% enforce a contract with a vendor; or

% proceed with a counterclaim.

At least 10 days before an association commences or seeks to ratifﬁ the commencement of a civil action on
which unit owners are entitled to vote (SB382), the association shall provide a written statement to all the

units’ owners that includes:
“* A reasonable estimate of the costs of the civil action, including reasonable attorney’s fees;

% An explanation of the potential benefits of the civil action and the potential adverse consequences if the
assoclation does not commence the action or if the outcome of the action is not favorable to the association;

and
“ All disclosures that are required to be made upon the sale of the property.

If any civil action in which the association is a party is settled, the executive board shall disclose the terms
and conditions of the settlement at the next regularly scheduled meeting of the executive board. The
executive board may not approve a settlement which contains any terms and conditions that would

prevent the board from complying with these provisions.




Governing Documents
NRS 116.3102

Has the board complied with the governing documents throughout
the year?

The board has a duty to act within the authority granted in the governing documents (CC&Rs,
bylaws, articles, rules & regulations).

1. The executive board may determine whether to take enforcement action for a violation of the
governing documents... The executive board does not have a duty to take enforcement action if it
determines that, under the facts and circumstances presented:

a) The association’s legal position does not justify taking any or further enforcement action;

b) The covenant, restriction or rule being enforced is, or is likely to be construed as, inconsistent with
current law;

c) Although a violation may exist or may have occurred, it is not so material as to be objectionable to a
reasonable person or to justify expending the association’s resources; or

d) It is not in the association’s best interests to pursue an enforcement action.
2. The executive board’s decision not to pursue enforcement under one set of circumstances does
not prevent the executive board from taking enforcement action under another set of

circumstances, but the executive board may not be arbitrary or capricious In  1n taking
enforcement action.




Governing Documents, Continued
NRS 116.4117

If a declarant, community manager or any other person subject to this
chapter fails to comply with any of its provisions or any provision of the
declaration or bylaws, any person or class of persons suffering actual damages
from the failure to comply may bring a civil action for damages or other
appropriate relief. A civil action for damages may be brought (after first using the
Alternative Dispute Resolution (ADR) program, pursuant to NRS 38.310):

By the association against:

a) Adeclarant;

b) A community manager; or

c) Aunit’s owner.

2. By a unit’s owner against:

a) The association;

b) A declarant; or

c) Another unit’'s owner of the association.

3. By a class of units’ owners constituting at least 10 percent of the total
number of voting members of the association against a community
manager.

AS
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NRS 116.31034

Has the board initiated and completed the annual election process?

The ele"(;;ion of board members to fill upcoming vacancies on the board must occur at least
annually.

The board must decide whether it wants to allow for candidates to be duly elected, meaning no
ballots are sent out in the case that the number of candidates is egual to or less than the number
of vacancies, as the candidates would be duly elected to the boara.

The sending of nomination forms to all the unit owners in the entire community initiates the

e!ce;[cr:]tiog ﬁ)qul_cess. Nomination forms must be sent out not less than 30 days before the preparation
of the ballot.

“ If the board decides to use the duly elected process, the secretary or other officer specified in
the bylaws (or community manager if delegated) SHALL disclose the determination and
additionally the provisions of NRS 116.31034(5) in the nomination form.

Slegret_wrgittten ballots must be opened and counted at the annual meeting of the unit owners in
plain sight.

The announcement of the duly elected candidates or the counting of ballots must take place at a
meeting of the units’ owners.




Appointment of Board Members
NRS 116.31034

Did your association ensure the board consisted of at least three members
at all times, pursuant to NRS 116.31034(1)?

“* Not later than the termination of any period of declarant’s control, the units’ owners
shall elect an executive board of at least three members, all of whom must be units’
owners.

*» The executive board may fill the remaining vacancies on the executive board by
appointment of the executive board at a meeting of the executive board held after the
candidates are elected. Any such person appointed to the executive board shall
serve as a member of the executive board until the next regularly scheduled election
of members of the executive board.

< An executive board member elected to a previously appointed position which was
temporarily filled by board appointment pursuant to this subsection may only be
elected to fulfill the remainder of that term.



Records
NRS 116.3118

Did the board maintain sufficient records and make those records available to
unit owners upon their written request?

1. The association shall keep financial records sufficiently detailed to enable the association to
comply with NRS 116.4109 (resale packages).

2. All financial and other records of the association must be:

a) Maintained and made available for review at the business office of the association or some
other suitable location within the county where the CIC is situated or, if it is situated in more
than one county, within one of those counties; and

b) Made reasonably available for any unit’'s owner and his or her authorized agents to
inspect, examine, photocopy and audit.

The books, records and other papers of an association must be maintained for at
least 10 years. Except for meeting minutes, which must be maintained indefinitely
(NRS 116.3108[8] & NRS 116.31083[11]).


https://www.leg.state.nv.us/NRS/NRS-116.html#NRS116Sec4109

Records, Continued
NRS 116.31175

1. The executive board of an association shall, upon the written request of a unit’s owner, make available
the books, records and other papers of the association for review at the business office of the association not
to exceed 60 miles from the physical location of the CIC and during the regular working hours of the
association, including, without limitation:

a) The financial statement of the association;

b) The budgets of the association;

c) The study of the reserves of the association; and

d) All contracts to which the association is a party and all records filed with a court relating to a civil or criminal action to which the

association is a party.
2. The executive board shall provide a copy of any of the records described in paragraphs (a), (b) and (c) of
subsection 1 to a unit's owner or the Ombudsman within 21 days after receiving a written request therefor.

Such records must be provided in electronic format at no charge to the unit’s owner or, if the association is
unable to provide the records in electronic format, the executive board may charge a fee to cover the actual
costs of preparing a copy, but the fee may not exceed 25 cents per page for the first 10 pages, and 10 cents
per page thereatter.



Records, Concluded
NRS 116.31175

Records that do not have to be provided include:

1. The personnel records of the employees of the association, except for those records
relating to the number of hours worked and the salaries and benefits of those employees;

2. The records of the association relating to another unit’'s owner, including, without
limitation, any architectural plan or specification submitted by a unit’s owner to the
association during an approval process required by the governing documents; and

3. Any document, including, without limitation, minutes of an executive board meeting, a
reserve study and a budget, if the document:

a) Isin the process of being developed for final consideration by the executive board; and
b) Has not been placed on an agenda for final approval by the executive board.

Not more than 30 days after a meeting of the executive board, the secretary or other
officer specified in the bylaws shall cause the audio recording of the meeting, the
minutes of the meeting and a summary of the minutes of the meeting to be made
available to the units’ owners [NRS 116.31083].



Annual Registration

Has your association submitted the annual registration form?

The Annual Registration Form / 562 and the unit fee ($4.25 per unit)
must be submitted to the division once per year.

This duty is likely delegated to the community manager through the
management agreement if the association is professionally managed.

Additionally, has your association submitted the Registration Filing
Addendum Form / 623 within 30 days of any change in board
membership or hired agents, including any change in contact

iInformation (NAC 116.385)? There are no fees associated with this
form.

Forms are available online at: hitp://red.nv.gov/Content/Forms/All/.



http://red.nv.gov/Content/Forms/All/

Keeping Informed & Staying Compliant

Did the board:

< Keep informed of laws, regulations and developments relating to CICs
through available training materials and education?

< Comply with all applicable federal, state and local laws and regulations?
+ Refrain from acting for reasons of self-interest, gain, prejudice or revenge?

+ Refrain from acting outside the scope of authority granted in the association’s
governing documents?

“* Review the governing documents for any areas needing further clarification?

« Consult with appropriate professionals as necessary before making any
major decisions impacting the association?

< Fairly and uniformly enforce the collection policies and governing documents
of the association?




Conclusion

Association board members have several important
tasks to complete each year.

To maintain compliance with the governing
documents, NRS 116, and NAC 116, it is a good
Idea to maintain and complete a checklist annually
as part of the year end review.

The results of an association’s self evaluation can
be used to reflect on how well the association has
performed and improve business practices year
over year to ensure compliance.




Questions?
nttp://red.nv.gov — Main Page

CICOmbudsman@red.nv.gov — Emall Questions

http://red.nv.gov/Content/CIC/Program_Training/



http://red.nv.gov/
mailto:CICOmbudsman@red.nv.gov
http://red.nv.gov/Content/CIC/Program_Training/

