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Before we begin, you are reminded that, as training officers, we are here to provide 
general information and education on NRS/NAC 116, 116A & 116B, and NAC 38. We do 

not provide legal advice, interpret the law, or give opinions on individual 
circumstances. Our goal is to is to help you learn, understand, and apply relevant 

statutes and regulations. We want to equip you with the knowledge and tools 
necessary to effectively manage and live within your common-interest communities. 

We will have dedicated time for questions and answers towards the end of the class. 
Please note that the Q&A session is intended to clarify the material covered today 
and not to address specific issues you might be facing. Feel free to jot down any 

questions regarding the class that you may have as we go along, and we will address 
them during the Q&A period. Thank you.
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For online live classes: 

Please ensure your display name is the name you want your 
certificate of attendance to be issued in.
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Nevada Real Estate Division

OBJECTIVES

By the end of the course, attendees will:

1. Be able to define Fiduciary Duty.
2. Gain an understanding of acting on an informed 

basis.
3. Learn the limitations on board authority.
4. Explore the Role of the Community Manager.
5. Gain an understanding of the behavioral 

Prohibitions.
6. Will be able to identify key considerations and 

disciplinary actions.
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• The board of directors collectively represents and 
acts on behalf of the association. 

• Board members also have a fiduciary duty to the 
association, a responsibility we will explore in 
detail during this presentation.



Fiduciary Duty Defined

• Black’s Law Dictionary defines fiduciary duty as: “a duty 
to act for someone else’s benefit, while subordinating 
one’s personal interests to that of the other person.”

• A fiduciary is an individual in whom another (unit 
owners) has placed the utmost trust and confidence to 
manage and protect property or money (the 
association).

• A fiduciary duty is an obligation to act in the best 
interest of another party, such as the common-interest 
community (CIC).

Nevada Real Estate Division
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Candidate Disclosures
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◦ Before being elected to the board, board members 
are required to make a good faith effort to disclose 
in writing with the nomination form:
▫ Whether they are in “good standing”, meaning 

that they do not have any past due assessments 
or construction penalties owed to the 
association; and

▫ Any financial, business, professional or personal 
relationship or interest that would result OR 
would appear to a reasonable person to result in 
a potential conflict of interest, meaning the 
member stands to gain any personal profit or 
compensation from the association.

NRS 116.31034(9)



Fiduciary Responsibility in Action
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◦ Executive board members are fiduciaries and must:
▪ Act in good faith and with an honest belief that 

their actions serve the association’s best interests 
(NRS 116.3103).

▪ Represent the association’s collective interests, not 
their own personal interests.

◦ Board members are entrusted with:
▪ Managing the association’s property and finances.
▪ Safeguarding the association’s general welfare.

◦ Serving on the board is not personal; all decisions 
should prioritize the association’s well-being.



Purpose and Accountability of Board 
Service
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▪ Role of the Executive Board:
▫ Acts on behalf of the association unless otherwise 

specified in the CC&Rs, bylaws, or NRS 116 (NRS 116.3103).
▫ Expresses opinions through votes at meetings, resulting 

in decisions for the association.
▪ Documenting Decisions:
▫ Decisions are recorded as meeting minutes and audio 

recordings, both are official association records (NRS 
116.31083).

▫ Meeting minutes are maintained indefinitely, from the 
association’s inception to termination.

Nevada Real Estate Division



�ŸrŜose and AccoŸntaíiĭitƗ of 
�oard SerƐiceȦ �ontȫ
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▪ +valuating Fiduciary %uty ȹgA� ǰǰǵ.ǳǯǴȺȥ
Ɠ %id the íoard memíer ensure the associationȥ

• Eeld sufficient meetings to address its affairsȬ
• eaintained accurate and upɁtoɁdate financial recordsȬ
• +staílished policies to ensure financial reporting reliaíility and 

prevent fraudȬ

Nevada Real Estate Division



¾hat JnforĶs a �esŜonsiíĭe ½oteȬ
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▪ Fiduciary %uty in a �I� includesȥ
Ɠ Act on an informed íasis ȹg�� ǰǰǵ.ǲǰǯǲȺ.
Ɠ �onsult appropriate professionals íefore maħor 

decisions ȹgA� ǰǰǵ.ǳǯǴȷǷȸȷeȸȺ.

Nevada Real Estate Division



�Ÿiĭdinč a =oŸndation for JnforĶed \eadershiŜ
13

Ɠ Znowleôče �eŞŸęreĶents for �oarô eeĶbers:
• �ead and understand g�� ǰǰǵ and gA� ǰǰǵ to the íest of their 

aíility.
• FamiliariƠe themselves with governing documents, includingȥ
ƕ ��&�s, Bylaws, Articles, �ules & �egulations, and any other 

relevant documents.
Ɠ �ertęƥîatęon of ¥nôerstanôęnč:

• �omplete and sign the %eclaration of �ertification ȹForm ǵǯǱȺ 
affirming compliance.

• eaintain Form ǵǯǱ as part of the associationɌs official records.
• %o not suímit the form to the %ivision unless requested.
ƕ The form ǵǯǱ is availaíle atȥ 

httpȥȱȱred.nv.govȱuploadedFilesȱrednvgovȱ�ontentȱFormsȱǵǯǱ.pdf 

                      g�� ǰǰǵ.ǲǰǯǲǳȹǰǸȺ
Nevada Real Estate Division

https://red.nv.gov/uploadedFiles/rednvgov/Content/Forms/602.pdf
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Limits and Responsibilities of Fiduciary Duties
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• Restrictions for Officers and Board Members (NRS 116.3103[2]):
◦ Prohibited Actions:
▪ Amending the declaration or terminating the CIC.
▪ Electing board members outside of appointments for 

vacancies.
▪ Defining qualifications, powers, duties, or terms of office for 

board members.
▪ Appointments are temporary and last until:
▫ The unexpired term ends, or
▫ The next regular election, whichever comes first.

• Key Responsibility:
◦ Adopt and amend budgets.

NRS 116.3102(I)B)

Nevada Real Estate Division



Understanding Indemnification and Insurance Coverage
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• Insurance Requirements (NRS 116.3113[1][d]):
◦ Directors and Officers Insurance:
▪ Nonprofit Errors and Omissions policy.
▪ Minimum coverage: $1,000,000 aggregate.
▪ Covers board members, officers, employees, agents, 

volunteers, community managers, and others acting as 
agents.

• Indemnification for Board Members:
◦ The association must:
▪ Indemnify board members against losses or claims from 

actions performed in their official capacity.
▪ Cover all defense costs.

Nevada Real Estate Division



Exceptions:
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• JČ Ŝşoven tĔat a íoaşd ĶeĶíeş aîted ƑitĔȥ
ƕ ¾illČŸl oş Ƒanton ĶisČeasanîeȫ
ƕ >şoss nečličenîeȫ

• �Ĕe assoîiation ĶaƗ şeîoveş îosts ČşoĶ tĔe íoaşd 
ĶeĶíeşȫ

Nevada Real Estate Division
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True or False: A fiduciary duty requires board members to 
prioritize their personal interests over the association's interests.
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True or False: A fiduciary duty requires board members to 
prioritize their personal interests over the association's interests.

Answer: False. Fiduciary duty requires prioritizing the association’s interests over personal 
interests.
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What is the primary obligation of a fiduciary in a CIC?
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What is the primary obligation of a fiduciary in a CIC?

Answer: To act in the best interest of the association while subordinating personal interests.
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How long does an appointment to a board vacancy last?
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What is the primary obligation of a fiduciary in a CIC?

Answer: Until the unexpired term ends or the next regularly scheduled election, whichever 
occurs first.



Nevada Real Estate Division

25

Multiple Choice: What documents must board members certify 
they have read and understood?

a) NRS 116 and NAC 116
b) The association’s CC&Rs, bylaws, articles, and rules & regulations
c) Both a and b
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Multiple Choice: What documents must board members certify 
they have read and understood?

a) NRS 116 and NAC 116
b) The association’s CC&Rs, bylaws, articles, and rules & regulations
c) Both a and b
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True or False: The association is required to indemnify 
board members in all cases, even if they acted with gross 
negligence.
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True or False: The association is required to indemnify 
board members in all cases, even if they acted with gross 
negligence.

Answer: False. Indemnification does not apply if it is proven that the board 
member acted with gross negligence or willful misfeasance.
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�he �oĭe of the �oĶĶŸnitƗ eanačer
30

▪ %ecisionɁmaking authority lies with the eƖecutive íoard of 
directors.

▪ %elegated powers, as outlined in the associationɌs íylaws, 
can íe assigned to the community manager under g�� 
ǰǰǵ.ǲǰǯǵȹǰȺȹdȺ.

▪ These responsiíilities are detailed in the management 
agreement, which defines the manager's duties and 
oíligations.

▪ The community manager is íound to perform the tasks as 
stipulated in the management agreement.

Nevada Real Estate Division



�esŜonsiíiĭities of the �oĶĶŸnitƗ eanačer
31

Ɠ A community manager �EA\\ ȹnot allɁinclusiveȺȥ
• Act as a fiduciary in all client relationships.
• �omply with federal and state laws, as well as the governing 

documents of each client.
• �tay informed of industry developments through continuing 

education.
• �ecommend independent eƖpert advice for matters outside their 

eƖpertise.
• +nsure financial transactions are accurate, current, and properly 

documented, with internal controls.
• Follow client directions unless they conƦict with governing 

documents or laws.
• Advise clients in writing to remain compliant with all applicaíle laws 

and regulations.
Nevada Real Estate Division
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Financial Oversight

32

▫ Ensure financial transactions are current, accurate, and 
properly documented.

▫ Establish and follow policies to maintain reliable financial 
reporting, including:
• Accounting record maintenance.
• Authorization documentation for purchases and 

disbursements.
• Fraud prevention and data integrity measures.
• Compliance with laws governing financial records.

Nevada Real Estate Division

NRS 116A.630



AŸthoritƗ of the �oĶĶŸnitƗ eanačer
33

Ɠ The community manager's authority includes carrying out duties listed 
in the management agreement, which eAÄ includeȥ
• +ntering the grounds of a vacant unit to address health and safety 

violations ȹwith notice and hearingȺ ȹg�� ǰǰǵ.ǲǰǯǲǰǱȺ.
• Acting on íehalf of the association to collect pastɁdue oíligations 

ȹg�� ǰǰǵ.ǲǰǯǲǰǲȺ.
• %eveloping written collection policies, approved íy the eƖecutive 

íoard, and providing timely updates ȹg�� ǰǰǵA.ǵǲǯȺ.
• Posting official opinions, providing notices, and conducting elections 

ȹg�� ǰǰǵ.ǲǰǯǲǴȺ.

Nevada Real Estate Division



AŸthoritƗ of the �oĶĶŸnitƗ eanačer �ontȫ
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▪ Receiving petitions for board recalls or special meetings (NRS 116.31036 
& 116.3108).

▪ Obtaining bids for capital improvement projects (NRS 116A.630).
▪ Making association records available for review.
▪ Managing association funds by depositing or investing them 

appropriately (NRS 116A.630).
▪ Withdrawing money from the association's operating account with 

required approvals for essential expenses (NRS 116.31153).

Nevada Real Estate Division



�ransŜarencƗ and SafečŸards in =inanciaĭ 
eanačeĶent

35
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=aciĭitate indeŜendent aŸdits or ƥnanciaĭ reƐieƑs as necessarƗȫ

eaĪe ƥnanciaĭ records aƐaiĭaíĭe to Ÿnit oƑners ŸŜon Ƒritten 
reŞŸestȫ

eaintain seŜarate accoŸnts for ƐarioŸs fŸndsȫ

�rohiíited froĶ sičninč ƑithdraƑaĭs froĶ reserƐe accoŸntsȫ
NR� ǰǰǵ�ȫǵǳǯ
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� îoĶĶŸnitƗ Ķanačeş �EA\\ gp�:

ƕ Disîlose îonƥdential inČoşĶation şelated to a îlient Ÿnless şeŞŸişed íƗ laƑȦ îoŸşt 
oşdeşȦ oş Ƒşitten îlient îonsentȫ

ƕ JĶŜede oş inteşČeşe ƑitĔ Division investičations íƗȥ
ƕ =ailinč to Ŝşovide şeŞŸested doîŸĶentsȫ
ƕ �şovidinč Čalse oş Ķisleadinč inČoşĶationȫ
ƕ �onîealinč Čaîts oş doîŸĶentsȫ

�rohębęteô �onôŸît for 
�oĶĶŸnętƗ eanačers
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ƕ Disîlosed in Ƒşitinč to tĔe îlientȦ and îlient îonsent is oítainedȫ

ƕ �oĶŜliant ƑitĔ NR� ǰǰǵȫǲǰǰǷǴ oş ǰǰǵ�ȫǵǸǴ and aŜŜliîaíle laƑsȫ

• �şovide seşviîes oŸtside tĔeiş îoĶŜetenîe oş liîensinč 
ƑitĔoŸt disîlosŸşe and îoĶŜlianîe ƑitĔ tĔe laƑȫ

• JntentionallƗ aŜŜlƗ an assessĶent ŜaƗĶent ČşoĶ a Ÿnit 
oƑneş toƑaşd a ƥneȦ ČeeȦ oş otĔeş îĔaşče instead oČ tĔe 
intended assessĶentȫ

• ReČŸse to aîîeŜt ŜaƗĶent Čoş anƗ aĶoŸnt dŸe ČşoĶ a Ÿnit 
oƑneş dŸe to an oŸtstandinč íalanîeȫ

• �olleît Čees oş îĔaşčes ČşoĶ a îlient not sŜeîiƥed in tĔe 
ĶanačeĶent ačşeeĶentȫ

• �îîeŜt îoĶŜensationȦ čiČtsȦ oş iteĶs oČ valŸe Čoş şeČeşşals oş 
dŸties ¥N\E��ȥ

�rohębęteô �onôŸît for �oĶĶŸnętƗ eanačers 
�ont. g�� ǰǰǵA.ǵǳǯ
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True/False:

The manager can use the association’s 
money for their own personal use if 
they plan to reimburse it later.
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True/False:

The manager can use the association’s 
money for their own personal use if 
they plan to reimburse it later.

Answer: False
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True/False:

A community manager is allowed to be a 
signer on withdrawals from the reserve 
account.
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True/False:

A community manager is allowed to be a 
signer on withdrawals from the reserve 
account.

Answer: False
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Multiple Choice:

When is it acceptable for a manager to choose not to comply 
with directions from the board?

 A) When the manager disagrees with the board's decision.
 B) When following the direction would violate the law or   
   governing documents.
 C) When the manager has a better alternative in mind.
 D) When the manager is too busy to comply.
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Multiple Choice:

When is it acceptable for a manager to choose not to comply with directions from 
the board?

 A) When the manager disagrees with the board's decision.
 B) When following the direction would violate the law or  governing documents.
 C) When the manager has a better alternative in mind.
 D) When the manager is too busy to comply.

Answer: B) When following the direction would violate the law 
or governing documents



��pEJ�J�+% ACTS
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• A person eAÄ gpT serve as a candidate or 
memíer of the eƖecutive íoard if they stand to 
gain profit or compensation from matters íefore 
the íoard.

• If a memíer does not resign under these 
circumstances, the íoard may remove them íy 
maħority vote during a meeting ȹg�� 
ǰǰǵ.ǲǰǯǲǳȹǰǯȺȹaȺȹǱȺ & g�� ǰǰǵ.ǲǰǯǲǳȹǰǲȺȹíȺȺ.

• An eƖecutive íoard memíer must disclose if a 
relative ȹíy ílood, adoption, or marriageȺ stands 
to gain personal profit or compensation from a 
matter íefore the íoard, prior to voting on the 
matter.

AƐoidinč �onƦicts of Jnterest in ½otinč

Nevada Real Estate Division_cd 116.$10)4



• Personal profit or compensation to a 
íoard memíerɌs spouse is typically 
considered profit or compensation to 
the íoard memíer.

• When evaluating fiduciary duty, the 
�ommission may consider whether 
the íoard memíer caused the 
association toȥ

ƕ This conƦict must íe disclosed, and 
the íoard memíer must aístain 
from voting ȹg�� ǰǰǵ.ǲǰǯǷǳȹǰȺȺ.

ƕ +staílish policies and procedures for 
disclosing potential conƦicts of 
interest.

ƕ Implement appropriate methods to 
resolve such conƦicts

gA� ǰǰǵ.ǳǯǴ

ƕ The association must prohiíit 
individuals with such conƦicts from 
serving on the íoard or as officers.

�eferenceȥ  
httpȥȱȱred.nv.govȱ�ontentȱ�I�ȱProgramȲT
rainingȱFAQsȱȺ.

�rohębętęon on �roƥtęnč froĶ �osętęon
46
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http://red.nv.gov/Content/CIC/Program_Training/FAQs/).
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�oard eeetinčs

Nevada Real Estate Division

_cd 116.$10)$ �6�

• All actions of the 
executive board 
that impact the 
community must be 
taken at a board 
meeting in 
compliance with 
NRS 116.31083.

• Requirements for 
board meetings:

• The executive board 
may hold more than 
the minimum 
number of required 
meetings (at least 
once per quarter) to 
address association 
business.

• As fiduciaries, the 
board should use 
common sense to 
determine:

ƕ Proper notice must 
be provided. ƕ When a meeting is 

necessary.

ƕ What items should 
be included on the 
agenda.

ƕ An agenda must be 
prepared and 
adhered to.

ƕ Minutes must be 
recorded and 
maintained.
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▪ � ŞŸoşŸĶ is şeŞŸişed to validate anƗ aîtion taĪen 
at an eƖeîŸtive íoaşd Ķeetinčȫ

▪ �Ɨ deČaŸltȦ a ŞŸoşŸĶ eƖists ƑĔen individŸals 
entitled to îast a ĶaħoşitƗ oČ votes on tĔe íoaşd 
aşe Ŝşesent dŸşinč a voteȦ Ÿnless tĔe čoveşninč 
doîŸĶents sŜeîiČƗ otĔeşƑiseȫ

▪ JČ a ŞŸoşŸĶ is Ŝşesentȥ
Ɠ �Ĕe aČƥşĶative vote oČ tĔe ĶaħoşitƗ validates 

tĔe aîtionȫ
▪ No íoaşd ĶeĶíeş îan aît alone to ĶaĪe 

deîisions on íeĔalČ oČ tĔe assoîiationȫ

�ŸorŸĶ �eŞŸireĶents

Nevada Real Estate Division

NCD 116.$10*
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▪ A member of the executive board or an 
officer of an association shall NOT:

Safeguarding Integrity: Prohibitions on 
Compensation

Nevada Real Estate Division
nrs 116.31187

▫ Enter into a contract with the 
association to provide financing, 
goods, or services.

▫ Accept any commission, personal profit, 
or compensation of any kind from the 
association.
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• eeĶíeşs oČ tĔe eƖeîŸtive íoaşd oş oČƥîeşs oČ an 
assoîiation �E�\\ Np�ȥ
ƕ �oliîit oş aîîeŜt anƗ ČoşĶ oČ îoĶŜensation 

tĔatȥ
▪ ¾oŸld iĶŜşoŜeşlƗȦ oş aŜŜeaş to iĶŜşoŜeşlƗȦ 

inƦŸenîe tĔeiş deîisionsȫ
▪ ¾oŸld şesŸlt inȦ oş aŜŜeaş to a şeasonaíle 

Ŝeşson to şesŸlt inȦ a îonƦiît oČ inteşestȫ
• �îîeŜtȦ dişeîtlƗ oş indişeîtlƗȦ anƗ čiČtsȦ inîentivesȦ 

čşatŸitiesȦ şeƑaşdsȦ oş otĔeş iteĶs oČ valŸe ČşoĶȥ
ƕ �nƗ one attoşneƗȦ laƑ ƥşĶȦ deîlaşantȦ aČƥliate oČ 

a deîlaşantȦ oş vendoş eƖîeedinč ɚǰǯǯ Ŝeş Ɨeaşȫ

+thicaĭ �oŸndariesȥ �rohiíitions on 
Soĭicitation 

Nevada Real Estate Division

_cd 116.$11)5
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ƕ Any eƖecutive íoard memíer or community 
manager who asks for or receives, directly or 
indirectly, compensation, gratuity, or a rewardȽ or 
any promise thereofȽ with the understanding that 
their vote, opinion, or action will íe inƦuenced, is 
guilty of a �ategory % felony.

ƕ Anyone offering a íriíe is also guilty of a �ategory 
% felony.

�onseŞŸences of �riíerƗ

Nevada Real Estate Division

_cd 116.$11)*_cd 116.$11)*

JĶŜortant gote: Felony offenses are gpT enforceaíle íy 
the %ivision.
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◦ The executive board must not retaliate against a 
unit owner who:
▪ Complains in good faith about a violation of NRS 

116 or the association's governing documents.
▪ Suggests the selection or replacement of any 

attorney, community manager, or vendor.
▪ Requests in good faith to review the association’s 

books, records, or other papers.

◦ If retaliation occurs, the unit owner may bring a 
separate action to recover:
▫ Compensatory damages
▫ Attorney’s fees and legal costs

Prohibition Against Retaliation

Nevada Real Estate Division
nrs 116.31183
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• �oarô ĶeĶbers are Ŝrohębęteô froĶ: 
▪ Willfully threatening or harassing any person 

within the community.
▪ +ngaging in conduct that causesȥ
Ɠ Earm or serious emotional distress.
Ɠ A hostile environment for any person.

• ½iolating this provision results in a misdemeanor.

g�� ǰǰǵ.ǶǳǴ eƖŜlęîętlƗ ôeƥnes a vęolatęon as ɉanƗ 
Ŝrovęsęon of îhaŜter ǰǰǵ eƖîeŜtɔg�� ǰǰǵ.ǲǰǰǷǳ.Ɋ As 
the g�+D ĶaƗ onlƗ aît węth rečarô to îertaęn 
vęolatęonsȦ g�� ǰǰǵ.ǲǰǰǷǳ ęs not enforîeable bƗ 
thęs ofƥîe.

�hreats and EarassĶent �rohiíition

Nevada Real Estate Division

_cd 116.$11)4
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True/False:

A board member is allowed to enter into a 
service contract with the association if they 
disclose their conflict of interest.
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True/False:

A board member is allowed to enter into a service contract 
with the association if they disclose their conflict of interest.

Answer: False
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Multiple Choice:

Does the law allow a board member to offer payment to 
another board member in exchange for their vote?

 A) Yes, if the payment is disclosed
 B) Yes, as long as it benefits the association
 C) No, under any circumstances
 D) No, unless approved by the executive board
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Multiple Choice:

Does the law allow a board member to offer payment to 
another board member in exchange for their vote?

 A) Yes, if the payment is disclosed
 B) Yes, as long as it benefits the association
 C) No, under any circumstances
 D) No, unless approved by the executive board

Answer: C) No, under any circumstances
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True/False:

The Division has the authority to 
enforce NRS 116.31184, which prohibits 
threats and harassment.
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True/False:

The Division has the authority to enforce NRS 116.31184, 
which prohibits threats and harassment.

Answer: False



Navigating Statutory 
Complexity Nevada Real Estate Division

60
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Rules CAN be created or amended by 
the executive board, but they must:

◦ Be clear and explicit in prohibiting, 
directing, or limiting actions for 
compliance.

◦ Align with the governing 
documents of the association.

◦ Not be created to evade any 
obligations of the association.

◦ Be enforced consistently across all 
unit owners in similar 
circumstances.

Creating and Amending Rules: Requirements and 
Limitations

NRS 116.31065
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�Ĕe eƖeîŸtive íoaşd Ĕas a ƥdŸîiaşƗ 
dŸtƗ to ensŸşe tĔat anƗ institŸtion 
Ĕoldinč tĔe assoîiationȯs ČŸndsȥ

=Ÿnds ĶŸst íe deŜositedȦ 
ĶaintainedȦ oş invested inȥ

ƕ Js loîated in NevadaȦ
ƕ Js ŞŸaliƥed to do íŸsiness in 

NevadaȦ oş
ƕ �onsents to Nevada îoŸşt 

ħŸşisdiîtionȫ

ƕ JnstitŸtions insŸşed íƗ =DJ�Ȧ 
National �şedit ¥nion �Ĕaşe 
JnsŸşanîe =ŸndȦ oş �J��ȫ

ƕ �şivate insŸşeşs aŜŜşoved 
Ÿndeş NR� ǵǶǱȫǶǴǴȫ

ƕ >oveşnĶent seîŸşities íaîĪed 
íƗ tĔe ¥ȫ�ȫ >oveşnĶentȫ

�afečŸarôęnč Assoîęatęon =Ÿnôs
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Safeguarding Financial Transactions
Reserve Account: Operating Account:

◦ Withdrawals require at least 
two board member 
signatures.

◦ Withdrawals require:
▪ Two board member 

signatures, OR

▪ One board member and 
the community manager's 
signature.

◦ Withdrawals require at least 
two board member 
signatures.

NRS 116.31153
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(No Signatures Needed):

• Transfers to the reserve account at 
regular intervals.

• Automatic payments for utilities.

• Electronic transfers to government 
agencies.

NRS 116.31153
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An association may use electronic signatures to 
withdraw from the operating account ifȥ

a. The transfer is made pursuant to a written 
agreement entered into íetween the 
association and financial institutionȰ

í. The eƖecutive íoard has eƖpressly 
authoriƠed the electronic transfer of 
moneyȰ and

c. The association has estaílished internal 
accounting controls which comply with 
generally accepted accounting principles 
ȹ>AAPȺ to safeguard the assets of the 
association.

SičnatŸres �ontinŸed Nevada Real Estate Division
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At least once every quarter, and no less than 
once every ǰǯǯ days, the eƖecutive íoard must 
review the following at a íoard meeting ȹg�� 
ǰǰǵ.ǲǰǯǷǲȷǶȸȺȥ
ƕ ÄearɁtoɁDate =ęnanîęal �tateĶent: A detailed 

report of the association's financial performance.

ƕ �evenŸes anô +ƖŜenses vs. �Ÿôčet: A 
comparison of yearɁtoɁdate revenues and 
eƖpenses to the approved íudget.

ƕ AîîoŸnt �eîonîęlęatęons: A current reconciliation 
of operating and reserve accounts to ensure 
accuracy.

ƕ �anĪ �tateĶents: The most recent íank 
statements for all association accounts.

ƕ �Ÿrrent statŸs: of any civil action or claim 
suímitted to aríitration or mediation.

66

�ŸarterlƗ =ęnanîęal 
�evęew �eŞŸęreĶents
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�eserve �lannęnč anô =Ÿnôęnč 
�esŜonsębęlętęes

The eƖecutive íoard has a fiduciary duty to plan for the financial sustainaíility of 
the associationȥ

ƕ =Ÿnôęnč �lan �reatęon: %evelop a funding plan to cover the costs of running the 
association and maintaining common elements ȹg�� ǰǰǵ.ǲǰǯǶȺ.

ƕ �eserve =Ÿnô �eŞŸęreĶent: +staílish and maintain reserves sufficient toȥ
Ɠ ¥phold the maintenance, repair, and replacement of common elements as 

outlined in the governing documents and reserve study.
Ɠ Avoid reliance on operating funds or imposing special or reserve assessments 

ȹgA� ǰǰǵ.ǳǱǴȷǱȸȷíȸȺ.

The eƖecutive íoard �EA\\ȥ
ƕ �onduct a reserve study at least every Ǵ years.
ƕ Annually review the reserve study to assess sufficiency of funds.
ƕ Annually adħust the funding plan as needed to maintain adequacy. g�� ǰǰǵ.ǲǰǰǴ
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▪ �eîorôs Avaęlable to ¥nęt pwners: ¥pon written 
request, the íoard must provide access toȥ

• Financial statements, íudgets, and reserve 
studies ȹwithin Ǳǰ days of requestȺ.

• pther íooks, records, and papers, includingȥ
• Financial records ȹgA� ǰǰǵ.ǯǳǲǲȺ.
• >eneral violation records.
• All association contracts.
• �ecords filed with a court to which the 

association is a party.
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▪ �osts for �eîorô �evęew:
• A unit owner may íe charged no more than ɚǱǴ 

per hour to review records. 
                ȹg�� ǰǰǵ.ǲǰǰǶǴȹǷȺ.

▪ �estręîteô Aîîess:
• �ecords listed under g�� ǰǰǵ.ǲǰǰǶǴȹǳȺ are not 

accessiíle to unit owners.
▪ �erforĶanîe +valŸatęon:

• The �ommission may evaluate whether the íoard 
has fulfilled its duties íy ensuring record 
availaíility ȹg�� ǰǰǵ.ǲǰǯǲȺ.
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Determining Enforcement Actions:
▪ The board may negotiate fines and fees or decide not to 

pursue action if:
▪ The legal position of the association is weak.
▪ The rule or covenant conflicts with current law.
▪ The violation is minor and does not justify using association 

resources.
▪ Pursuing the action is not in the best interests of the 

association.
• Consistency in Enforcement:

▪ Decisions must not be arbitrary or capricious.
▪ A decision not to enforce in one case does not preclude 

action in another.
• Conflict of Interest Restrictions:

▪ A board member with unpaid assessments cannot participate 
in hearings or votes related to fines (NRS 116.31031).

Enforcement Responsibilities and 
Decision-Making

Nevada Real Estate Divisionnrs 116.3102 (3) & (4)
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• Definition:
▪ An arbitrary and capricious decision is “a willful and 

unreasonable action made without consideration of 
facts, law, or guiding principles” (Black’s Law 
Dictionary).

• Guiding Principles:
▪ Decisions must be based on established rules, 

precedents, or doctrines that ensure fairness and 
consistency.

• Fiduciary Responsibility:
▪ Under NRS 116.3103(1), officers and board members 

are fiduciaries who must act on an informed basis, 
considering relevant facts and laws in their 
decision-making.

Arbitrary and Capricious

Nevada Real Estate Division
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Responsibilities

Nevada Real Estate Division

+ƖaĶŜĭes of =idŸciarƗ 
�reachesȥ

Consequences:
ƕ �uch actions violate fiduciary duties and other 

provisions of g�� or gA� ǰǰǵ.
ƕ ½iolations often eƖtend to multiple areas of the law.

Zey �eminderȥ
ƕ Aíiding íy fiduciary duties is íoth a legal and 

ethical oíligation for all íoard memíers.

• Disclosing confidential 
information.

• Failing to hold meetings 
properly.

• Not maintaining or 
making financial records 
available.

• Profiting or accepting 
compensation from the 
association.

• Acting autonomously 
without board approval.
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�he �oĶĶęssęon �onsęôers:

1. %id the íoard memíer act within the 
authority granted íy governing documentsȬ

2. Were actions inƦuenced íy selfɁinterest, 
gain, preħudice, or revengeȬ

3. Were there omissions indicating 
incompetence or negligenceȬ

Actinč ¾ithin AŸthoritƗ
Nevada Real Estate Division

NAC 116.405
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Confidentiality and 
Cooperation

The Commission Considers:

1. Was confidential information disclosed inappropriately?
2. Did the board member impede an investigation by:

▪ Withholding documents or information?
▪ Providing false or misleading information?
▪ Concealing relevant facts?

NAC 116.405



75StaƗinč JnforĶed and �esoĭƐinč 
�oĶŜĭaints

Nevada Real Estate Division

�he �oĶĶęssęon �onsęôers:

1. Eas the íoard memíer stayed informed aíoutȥ
▪ �elevant laws and regulationsȬ
▪ �hanges and developments in commonɁinterest communitiesȬ

2. %id the íoard memíer cooperate with the %ivision to resolve 
complaintsȬ

NAC 116.405
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�he �oĶĶęssęon �onsęôers:

Eas the íoard memíer ensured that the associationȥ

1. �omplies with federal and state lawsȬ
2. +nforces governing documents uniformlyȬ
3. Eolds meetings frequently to address association affairsȬ

NAC 116.405
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�ractices
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�he �oĶĶęssęon �onsęôers:

Eas the íoard memíer ensured that the associationȥ

1. pítains at least three íids from reputaíle service providers with 
proper licensesȬ

2. �onsults professionals for maħor decisionsȬ
3. eaintains current, accurate, and wellɁdocumented financial recordsȬ

NAC 116.405
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True/False
The declaration of CC&Rs can 
be amended by the executive 
board without input from unit 

owners.
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True/False
The declaration of CC&Rs can be 

amended by the executive board without 
input from unit owners.

False
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Fill in the Blank
The board must review the association’s 

bank statements at least once every 
________ and not less than once every 

________ days.
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Fill in the Blank
The board must review the association’s 

bank statements at least once every 
quarter and not less than once every 100 

days.
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Multiple Choice

What constitutes an abuse of a board’s discretionary 
authority when enforcing the governing documents?

A. Acting for reasons of self-interest or personal gain
B. Enforcing provisions inconsistently
C. Making decisions based on prejudice or revenge
D. All of the above
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Nevada Real Estate Division

Multiple Choice

What constitutes an abuse of a board’s discretionary authority 
when enforcing the governing documents?

A. Acting for reasons of self-interest or personal gain
B. Enforcing provisions inconsistently
C. Making decisions based on prejudice or revenge
D. All of the above

Answer: D. All of the above
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pblęčatęon of >ooô =aęth:
ƕ EveşƗ îontşaît oş dŸtƗ 

Ÿndeş NR� ǰǰǵ şeŞŸişes 
čood ČaitĔ in 
ŜeşČoşĶanîe and 
enČoşîeĶent ȹNR� 
ǰǰǵȫǰǰǰǲȺȫ

=ęôŸîęarƗ �esŜonsębęlętƗ:
ƕ �Ĕe eƖeîŸtive íoaşd 

aîts on íeĔalČ oČ tĔe 
assoîiation and ĶŸstȥ
▪ eaĪe inČoşĶed 

deîisionsȫ
▪ �ît in čood ČaitĔȫ
▪ �lƑaƗs ŜşioşitiƠe tĔe 

assoîiationȯs íest 
inteşests ȹNR� 
ǰǰǵȫǲǰǯǲȺȫ

JnôeĶnęƥîatęon:
ƕ JČ a íoaşd ĶeĶíeş Čaîes 

lečal aîtion Čoş tĔeiş şoleȦ 
tĔe assoîiation îoveşs 
deČense îostsȦ eƖîeŜt 
ƑĔenȥ
▪ �Ĕe ĶeĶíeş 

intentionallƗ violates 
tĔe laƑȫ

▪ �íŸses tĔeiş aŸtĔoşitƗȫ
▪ �îts ƑitĔ čşoss 

nečličenîe 
  ȹNR� ǰǰǵȫǲǰǯǲǶȺȫ



Before we move on to the Q&A session, I'd like to remind everyone that we 
are here to provide general information and guidance. We cannot give legal 
advice, interpret the law, or provide opinions on individual circumstances. 

Nevada Real Estate Division
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The purpose of this Q&A session is to help clarify the material covered in today's 
class. Please keep your questions focused on understanding and the application of 

the statutes and regulations relevant to your roles within your community. 

For specific legal concerns or individual issues, please consult with a qualified 
attorney.
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Thank you

email: cicombudsman@red.nv.gov
phone: 702-486-4480

Nevada Real Estate Division




