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inom  Condominium

and  Development carries on @

focused practice  in condominium

law and advising with the others
in  Condominium Practice developers, buyers,
sellers and condominium corporations on issues
of operations. We are regarded as one of the
leading development companies foday. Most of
our projects are focused on confracting for real
esfate developing clients, including condominiums,
residential homes, building, property development,
renovations, construction, and smallto-medium
commercial and residential facilities. VWe provide
professional  clienHfocused  construction  and
property management solutions. As an employee-
owned company, we go beyond on every project
and deliver on our promises with infegrity.

Management

Our company is known for excellence in a diverse
range of real esfate markets. Our extensive
experience in each realm is driven by the breadth
and depth of our qualified teams, all who take
pride in doing the best possible service for our
clients. The success over the past six years is due
fo its employees’ dedication to excellent work,
client service that exceeds expectation, honesty
and open communication have empowered our
clients since day one, and it shows in our work.

The main businesses are construction  and
property management, with specific reference to
the Condominium development industry.  Cinam
Investment Limited handle developments across
three main secfors of the property industry, namely
residential and commercial. Cinam also provides
clients, developers and fenants with the expertise
fo guide a project through complex development
processes, from its conception fo the building's
completion. The company has a proactive
philosophy and is able o advice on altfemnative
and or more costeffective solutions at any stage of
the development process.

PURPOSE

The purpose of this guide is to explain
how to acquire, develop, manage and
operate a “stable” condominiums and or
associations and corporations and it is
important to operate in such a manner.

A "healthy” condominium
association or corporation is one
that has the following:
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e complies with the condominium laws,
maintains all of the proper documents
and operates according fo their rules,

e Put formal structures in plaoce to make
decisions and ensure that the association
runs smoothly.

Failure to do so can result in a decrease in the
condominium’s value, or in some situations, an
inability to sell units within the condominium. While
this guide provides information that is applicable
fo condominiums of all sizes, because large
condominium associations are typically managed
by professional management companies, the
advice that follows is targefed towards owners
living in condominiums.

This guide was designed for current condominium
owners as well as prospective purchasers. For
a current owner, this guide provides guidelines
fo ensure that your condominium property and
association or corporation is operating properly.
For a prospective purchaser, this guide provides
information to assist you in deciding if a particular
condominium is right for you.
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CONDOMINIUM OWNERSHIP

"What you need to know".

What is Condominium@

The term “CONDOMINIUM” applies to a type
of property ownership rather than to any distinct
particular style of building.

The term “CONDOMINIUM” does not refer in
any way to the physical structure of the building or
building complex.

1. Residential condominiums, which
now account for one out of every three new homes
built in Uganda, can be either high-rise or low-ise
apartment style units, townhouses, (some known as
freehold condominiums), detached houses, stacked
fownhouses — any configuration of housing you can
imagine.

2. Nonesidential
condominiums  can
be industrial commercial or
refail.  VWhat makes them
"CONDOMINIUMS” is not
their physical structure but
the way in which owners
have agreed fo share the
ownership of the common
elements of the property,
while  refaining  individual
ownership of parts of the
property, which constitute
their units.

The condominium property
is made up of the unifs
and the common elements.
Those parts of the property
that are not  specifically
designated  as  units
are known as common
elements. Accordingly,
condominium  ownership
has a dual nature.

A condominium unit owner
has freehold ftitle to his or
her unit and, at the same

fime, shares jointly with other unit owners, and
the ownership of the common elements. The unit
owners share the cost of operating the property
through the payment of their share of the common
expenses.

The Condominium Act governs the ownership of
both residential and non-residential condominiums
in Uganda. This booklet is designed for the
residential unit owners.

The Act is divided into several parts:

o The development of condominium corporations,

o The types of developments permitted,

o The sales of condominium units; and

e The governance of condominiums and the
ownership of a condominium etc.

BENEFITS

There are many advantages to condominium living.
Some of these are:

lt is more economical, generally, than
comparable non-condominium housing.

It enables people of moderate and middle
incomes to own their own homes.

It makes private ownership possible in
areas where land values would ordinarily
make this foo expensive.

It eliminates some of the problems of upkeep
and maintenance often associated with home
ownership, since the cost of maintenance is
shared and is usually the responsibility of
the condominium corporation through its
property management.

It allows ownership in a multiunit property
with each owner paying his or her separate
realty taxes and mortgage.

It gives the owners a right, in different ways,
fo participate in decisions which affect their
homes.

“A lasting solution to your dreams”
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CONDO CORPORATIONS

What Is A Condominium Corporation?@

condominium corporation is a method of

property ownership. It is creafed solely

fo manage the affairs of the condominium

corporation. A condominium’s affairs are
regulated by the Condominium Act and documents
known as the Declaration, Description, By-laws and
Rules.

The declaration is the equivalent of the constitution of the
corporation. It outlines the division of ownership within
the corporation by identifying the units, the common
elements and the exclusive use common elements, if
any.

It also sets out the percentages of ownership each
unit has in the property and the percentage that each
unit contributes to the monthly common expenses. The
declaration will also indicate which costs will be the
responsibility of the corporation and paid for by the
owner's contributions to the monthly common expenses.

The description is a defailed plan of the boundaries,
layout and location of the units, common elements and
exclusive use common elements in the condominium.

The bylaws of the corporation indicate how the
corporation will be organized. They deal with matters
such as the Board of Directors, the officers of the
corporation, the conduct of meetings, the collection of
common expenses, occupancy sfandards, insurance
deductibles and other matters as permitied by the
Condominium Act.By-laws are made by the Board of
Directors and approved by the unit owners.

There are also rules of the corporation which regulate
the owners’ dayto-day living environment. The Board
of Direcfors makes the rules. The owners are required to
receive notice of the rules and have a right of veto and
can amend or repeal them. The initial condominium
documents, the declaration, description, bylaws and
rules are prepared by the developer.

The Purpose of the condominium
corporation

The primary purpose of the condominium corporation
is to manage the condominium property. The
Condominium Act provides standards regarding the
keeping of records and the conduct of business. The
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Act and the by-laws outline in greater detail procedures
fo be followed by the corporation, including the calling,
holding and conduct of general and special meetings,
as well as the election, removal and replacement of
directors.

Owners and residents are required to comply with the
documents which govern a condominium corporation.
The corporation or individual owners may enforce
the Act, declaration, by-laws or rules either through
mediation and/or arbitration or in some circumstances
by going to court. The Act also provides, through an
oppression remedy, the right to apply to a court where
an owner believes that his or her rights have been
unfairly affected by the conduct of either the Board of
Directfors or other unit owners.

OTHER CATEGORIES OF

CONDOMNUMS

Are there other types of condominium
developmentse

Yes. All condominiums were created under the
Act and most new condominiums are standard
condominium corporations. The Condominium Act,
however, infroduces additional types of condominium
developments that differ from the standard condominium.
The additional types of condominium developments are
vacant land, leasehold, common elements and phased
condominiums:

1. Vacant land —This allows a developer fo regisfer
parcels of land as condominium units without the need
for buildings. The unit then consists of the land and
whatever is built on it, the common elements will usually
be the roads, sewers, water systems and recreational
facilities, if any.

The developer may set specifications for what can or
cannot be built on the units so that there is uniformity in
the homes that are constructed. Usually the developer
will build the house and the transaction will close upon
completion of the house.

The unit owner is responsible for all costs relating fo the
unit including the complete repair and maintenance of
the home. The condominium corporation can provide
services, carry out maintenance, repair to the unit, and
recover the cost against the unit.

2. leasehold Condominium - is like a
traditional condominium except that the condominium is
on land, which is leased by the developer as opposed




to being owned by the developer. The purchaser
of the condominium unit therefore, buys an interest
that is limited as to its duration.

The Act states that this lease cannot be less than 45
years or more than 90 years, plus rights of renewal.
At the end of the lease, the condominium building
reverts to the lessor. The common expenses include
rent payable to the lessor.

3. Common Elements Condominium-
is where only the jointly owned property is part of
the condominium. The individually owned parcels
of land, which are tied to the condominium through
an ownership inferest in the condominium, are not
part of the condominium corporation.

They are called parcels of tied land and are
commonly referred to as POTls. This type of
project allows property owners to jointly share in
the costfs of the common property such as roads
and recreational areas, with a Mechanism for
ensuring that contributions o pay for these facilities
are made. This is a way of getting around the non-
enforceability issues of positive covenants. The
surrounding properties, however, are not part of
the condominium. Unpaid

Common expense contributions can be collected by
way of a lien against the owner. The condominium
corporation can only provide services, carry out
maintenance, and repair to the unit if there is a
separate contract with the owner. There is no lien
mechanism for recovering these costs against the
owner.

4. Phased Condominium- is where
the developer builds a condominium project, for
example a group of fownhouses or a high-ise
building and intends to build more than one phase
of the project. The condominium is registered and
ownership of the units is transferred fo the individual
purchasers.

When the second phase of the project is built
and registered, it is collapsed info the existing
cond I ium and _the first condominium and
the become one..condominium
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If people are already living there, approach us.
We can fill you in on the quality of construction,
how well the condominium is managed and what
problems they have encountered, if any. Evaluate
whether they are the kind of people you will like as
neighbors and whether condominium living is right
for you and your family.

Evaluating a condominium that is just getting
started is more difficult.  Consider whether the
neighborhood seems to be growing into a pleasant
residential area or whether there are indications
that commercial or industrial buildings may be in
process. The type of neighborhood will affect the
resale value of your unit. Check out the builder.

Talk to unit owners in other condominiums built by
the same builder. Check if the project is registered
under the Corporation Ask what steps have been
faken to soundproof walls and floors between
living units. Inadequate sound control can be a
major headache, partficularly in a multifamily
dwelling. Ask if the project is only for residential
use or whether it is a mixed-use project.

CONDO PROJECT

DEEVELOPMENT
Who is responsible for whate

All condominium projects consist of two parts: the
unit, which is individually owned; and the common
elements, which are shared and jointly owned by
all of the individual owners.

Some common elements are created as exclusive
use common elements, such as balconies and
patios etc. Although owned by all the owners,
they are affached to one or more units for all
time and are for the sole use of the unit or units
to which they are attached. The declaration and/
or the description of the condominium corporation
describe these in defail.

The contents of declarations can differ. Areas
designated as common elements in  one
Condominium  Corporation  might be  parts
of individual_units in another.  Most often, i
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A typical residential unit in an apartment style
condominium project consists of a living room,
kitchen, dining room, bedrooms, bathrooms,
enfranceway hall and closets.  Townhouses and
defached units might include basements, garages
and front or back yards as well.  The unit is the
property of the owner and the unit owner is usually
responsible for its maintenance and/or repair.

The common elements are the parts of the
development outside the individual units.  These
can consist of corridors, lobbies, and elevators,
and mechanical and electrical systems in apartment
style condominium projects as well as recreational
facilities, parking areas, the grounds and structural
parts of buildings. Their maintenance and repair are
normally the responsibility of the corporation.

The exclusive use common elements may be
maintained and or repaired by either the owner
or owners who have their exclusive use or the
corporation, depending on what is provided in
the declaration.  Generally, balconies, parking
spaces, storage lockers and lawns in townhouse
condominiums are exclusive use common elements.

Nevertheless, the cost of their maintenance may be
shared by all owners or may be paid by the owner
entitled to their exclusive use. Since each developer
has the right to determine, what part of the property
will constitute the units and exclusive use common
elements, every condominium may be slightly
different.

BUYER AWARENESS

Unless you are a lawyer, familiar with condominium
purchase and sale documents and with condominium
corporations, the language of these documents can
be very confusing. If the salesperson or developer
suggests that condominium units are available only to
cerfain groups of people [e.g. pensioners, or adults
only, efc.) be conscious of flaude.

Such a guarantee may not be valid. Any specific

requirements you may have with respect fo the way
the unit or common elements should be completed or
any other issues which are important fo you should
be set out in the agreement of purchase and sale. Be
wary of sfafements made by sales representatives.
If the issue is important fo you make sure that the
provision is included in the agreement of purchase
and sale. Never rely on verbal statements.

You have a responsibility to read these materials
and make sure you understand just what it is you are
buying and how being in a condominium will impact
the way, you live. Remember the agreement of
purchase and sale was prepared by the developer's

lawyers.

Condominium living is not the same as living in a
singlefamily home. There are documents, which
will govern what you can and cannot do when you
live in the condominium. You must be familiar with
these documents and accept the limitations they may
impose.

Once you have reviewed these documents, you
should bring them to your lawyer for review. It is
imperative that you fell your lawyer any points of
particular importance to you and discuss with your
lawyer any conditions in the documents that might
affect your lifestyle. Do not expect your lawyer to
read your mind!

When you purchase a new condominium from us,
you must be given a disclosure statement. This is
the package of documents a developer prepares
and gives to a buyer when he or she signs the
agreement of purchase and sale. Once you receive
the disclosure sfatement and an accepted agreement
of purchase and sale for the purchase of a new unit
from a developer.

We provide you with DAYS COOLING-OFFPERIOD.
This allows you to tferminate the agreement without
cause and receive your deposit back if you rescind
the agreement in writing within the period. Once the
coolingoff period has expired, you are bound by the
ferms of the contract and must complete the purchase
according fo those terms. Under the Condominium
Act any changes that you want must be made
before you sign the agreement or within the days of
signing it. This provision does not apply to a resale
condominium unit.




COSTS AND
TERMS

You should know that it is the practice in the
development industry to sell condominiums at a price
based on the square footage of the unit, for instance
Shs100, 000 per square foot. The square footage,
however, is not based on the interior measurements
of the unit. The square footage is defermined by
taking the measurements of the unit to the outside
walls and the middle of the partition walls between
unis.

The difference in size between the square footage
upon which the sale price is determined for instance
the useable square footoge can be 8 to 12%.
Even though condominiums are usually sold this
way, square foofage will not necessarily be the
basis on which common expense confributions are
determined.

What are the
conditions
by which the
developer or owner
can terminate
the agreement to
purchase?

When signed by both parties, an agreement
of purchase and sale freezes the price of a unit.
The developer can terminate the agreement if the
agreement includes early termination conditions,
included for the benefit of the developer, and any
of the conditions are not met. These conditions

typically relate to the developer achieving a cerfain
number of unit sales, obtaining planning approval
for the project and securing financing approval for
both the Vendor and Purchaser.

If any of the specified conditions are not met, the
Developer can ferminate the agreement of purchase
and sale and the purchaser will be repaid his or
her deposit with inferest. These conditions have to
be met by specified dates, which are often far into
the future. You should be aware of how long you
may have to wait before you will know for sure
it the project is going to proceed. Other than for
these conditions, the developer cannot terminate the
agreement unless either you consent in writing or the
developer obtains a court order.

There are two types of conditions which can be
included in an agreement of purchase and sale.
They are listed in the Act. If the developer does not
give written nofice within days of the condition date
as to whether the conditions have or have not been
satisfied, the conditions are deemed to be met and
the agreement is binding. If the developer does not
give nofice that the conditions have been met, it
means the agreement is at an end.

When will I get
to move into my
new condominium
unit?

Until the condominium corporation is created, there
is no “Unit" for ownership fransfer purposes and so
fitle to the Unit or a mortgage on the Unit is not
available. However, in most situations involving new
condominiums, purchasers are required fo occupy
their units before the developer is able to fransfer
ownership of the units. This is called an “occupancy
closing” and the time when the Purchaser is required
fo "occupancy close”, until the purchaser receives
the transfer of fitle fo his or her unit is known as
“interim occupancy”.

look at the present sfafe of construction of the
project in which you are interested. Does it seem
reasonable to expect construction to be completed
by the date shown in the agreement. The Agreement
must confain provisions which allow developers to
extend the dates when units will be available for
occupancy and later title closing. They also often
include provisions which allow for the acceleration
of these dates.

“A lasting solution to your dreams”
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If the developer is unable to meet the tentative, firm or
delayed occupancy dates and or fails to provide the
required notices in the stipulated times, the Purchaser is
enfifled to compensation.

A purchaser of a residential condominium unit, governed
by Cinam has the right to terminate an Agreement of
Purchase and Sale if a unit is not ready by the “outside
closing date” and the purchaser follows the prescribed
procedures.

If you buy right at the beginning of the developer’s sales
campaign, you can usually expect that it may be two
years before your unit will be ready. The Agreement
provides that the developer can extend this time period.
This may be necessary because the developer will
usually not secure financing fo sfart construction until
there are binding sales agreements for at least 70-90%
of the units. Depending on how quickly the sales fake
place, i.e. how hot the market is, this will vary.

The longer the time it takes the developer to complete
sales, the longer you will wait to get occupancy of
your unit. It is important to know that it is common in
the condominium indusfry for purchasers nof to occupy

their units on the fenfative closing date as set out in the
Agreement.

These dates will probably be extended periodically. The
developer has the right to extend these dates provided
the final date for closing is not later than the Outside
Closing Date. The projected dafes for Tentative and
Outside Closing Dates are set out in the Critical Dates
Addendum aftached to the Agreement of Purchase and
Sale.

The agreement must also disclose whether construction
has begun or if not the expected date for commencement
of construction, Within some days after zoning approval
is obtained and or construction has commenced, the
developer must, provide written nofice to that effect to
the Purchaser.

If you buy when constfruction has already begun, the
developer should be able to estimate a more reliable date
for your occupancy closing. If time constraints are an issue
for you or you feel you do not want to buy from plans and
you need fo see the finished project, you should consider
waiting until the condominium is closer to completion or




PROCEDURES THATDEVELOPERS FOLLOW
VWHEN SELLING UNITS

What is a disclosure statement and what happens to my deposit?

The developer occupies a unique
place in condominium housing. The
developer has a particular inferest in
selling the units and registering the
project.

The Condominium Act regulates
the developer’s sales practices and
influence on the project through
several important provisions.

Al money the developer receives
from a purchaser towards the
purchase of a unit must be either held
in frust by the developer's lawyer or
a frustee or guaranteed by a deposit
receipt or other prescribed security.
You are supposed fo receive a form
from the developer advising you that
your money is being held in frust.

You can elect, if you are in a
position fo do so, to pay all cash on
occupancy closing, if you advise the
developer of your intention fo do so
within the 10-day cooling-off period.

You are entifled to inferest on any
money you have paid, towards the
purchase price from the date you
pay it until the occupancy closing.

The developer must give you a
disclosure statement. This package
will include o  brief narrative
description of the most important

features of the condominium project
and will include a table of contents,
copies of the declaration, bylaws,
rules, and other information that the
Act requires. The documents the
developer gives you should confain
a fable of confents. It includes a list
of topics, which the Government has
determined are important issues for a
purchaser fo consider when buying a
condominium unit.

The table of contents will tell you where
fo look in the relevant document for
information on the fopic. For instance,
the table of contents includes a listing
for "pets”. The index will indicate if
there is a provision regarding pets
in any of the declarafion, bylaws
or rules andwill direct you to the
appropriate document and page for
the provisions, which will apply in
this condominium corporation.

The  disclosure  statement  will
also contain @ budget for the
condominium corporation for the first
year after registration and copies of
most of the documents, which will
govern the condominium corporation
once it comes info existence.

Condominium  corporations in  the
first year ofter registration have
fo carry out performance audits,
reserve fund, and turnover audits.

These costs are part of the common
expenses of the corporation in the
first year after registration.

Once an agreement of purchase and
sale is signed, the developer must
take all reasonable steps to register
the project as a condominium
corporation  immediately,  and
fransfer the ownership of the unit
fo the buyers as soon as possible.
This means that once the developer
decides to proceed with the project
purchasers cannot be told that the
developer has decided not o obtain
the condominium status [except in
very exceptional circumstances).

If the developer underestimates the
projects’ fotal amount of common
expenses for the first year after the
condominium is registered, the Act
requires the developer to make
up the difference.  This provision
is infended fo profect you from a
developer who might deliberately
underestimate the cost of common
expenses in order to make the units
appear more affractive to you.

As a purchaser, you should be
aware that common  expenses
may increase before registration of
the condominium and will usually
increase by varying degrees in the
second year affer regisfration.

-=”A lasting solution to your dreams”



CONDOMINIUM
OCCUPATION

What are occupancy fees?

Occupancy fees are payable by the purchaser from
the time of the occupancy closing until affer the reg-
istration of the condominium corporation and the title
closing.

What happens if, affer signing the agreement of pur-
chase and sale, the developer delivers a new set of
documents@

The developer may make changes to the documents
you were given when you signed the agreement of
purchase and sale. If you receive any new documents
from the developer, you should review them immedi-
afely to see where they differ from the material you
were given originally and contact your lawyers to see
what they mean and what rights you may have.

You may, if the changes are “material”, have the right
fo cancel the contract.

What is a Status Certificate?

When purchasing a resale condominium unit, you
should ensure that your offer is conditional on receiv-
ing and reviewing a Status Certificate and the accom-
panying documents, as required by the Act. The certiF
icate is the resale equivalent of a disclosure statement
and you must review all the material that comes with
the certificate fo ensure that you are satisfied that both
the condominium unit and the condominium corpora-
fion are suitable for you.

This certificate, for which there is a fee, must be deliv-
ered within days of the request for it and the payment
of the fee. It discloses whether the owner of the unit
you are buying is current in the payment of common
expenses as well as a picture of the condominium
corporation’s financial affairs.

It is to be delivered with the documents which govern
the condominium corporation and in some cases, @
list of those documents which also affect the corpora-
fion but are not attached. Once the list of agreements
is reviewed, you or your lawyers may also wish cop-
ies of some or all of them for review. There can be an
extra charge for these documents.

CINAM INVESTMENTS LTD

Are there additional costs or charges
you should know about?

For new construction, there is an enrolment fee per
unit and increases to a maximum of some extent with
faxes inclusion. There is also land Transfer Taxes
which is payable on the purchase of every property in
Uganda of approximately 1 % of the purchase price.
For some cases likethe City of Kampala, other Land
Transfer Taxes may be payable on properties above a
certain value. You should check this with your lawyers
or us.

You may also be obligated in the agreement
of purchase and sale to pay a variety of extra

charges. Some examples are:

*Additional charges for landscaping in town-
house projects; utility hook-ups;
*Development charges and sewer impost

charges etc.

Additional costs are usually included in the agreement
of purchase and sale. You should review these with
your lawyers to see which, if any, can be removed
from or capped in the offer to purchase.

Most developers sell their units with the cost includ-
ed. The rebate, which you are entitled to receive if
the purchase price of the unit is below the maximum
permitted by law and you or a member of your family
will be living in the unit, will be assigned by you to
the developer.

The costs listed above will not apply to a residential
resale condominium. At the time of completing the
purchase, either at occupancy or final closing, the
following costs have to be met:

*The Lawyer’s fees,
eLand Transfer Taxes (payable to the
government-URA),

*Management costs etc.

When a buyer fakes possession of a condominium
unit on the occupancy closing, he or she will have to
give the developer the balance due on occupancy
closing (the difference between the down payment
and the amount to be paid when title is transferred).



Is there any warranty on
my property?

Yes, Cinam provides protection for condominium buyers
of newly constructed residential units. However, does not
apply currently to properties, which are renovated or built
on existing foundations.

Cinam provides protection in two ways:

It guarantees the buyer that any deposit or down payment
made by the purchaser of a new condominium unit up to
a maximum the will be retured if the developer is unable
fo complete the transaction. It guarantees the construction
of the unifs from the dafe of occupancy, and the com-
mon elements from the date of registration, for one year
against most defects, for two years for the mechanical
and electrical systems, the building envelope and water
penetfration, and for seven years against major structural
defects.

In oddition, there is a warranty for substitutions of key
elements in the unit made by the developer without the
consent of the purchaser. For further information on what
rights you have you can contact us.

What are the expenses I will
have to pay when I own my unit?

This is a question that many buyers do not consider care-
fully enough when purchasing a condominium. The finan-
cial obligations you will have to meet typically include:

*Mortgage payments;
*Property taxes;
*Monthly

amount for the reserve fund;

common expenses, including an

Depending on how the project is designed, you may also
have to pay a heat pump rental, a onetime charge for a
Reserve Fund, or Engineering Audit of the building. Every
Agreement of Purchase and Saleis different, so you must
read it carefully.

You should also consider what the monthly operating
costs are going fo be. Does the estimate of common ex-
penses you were given seem reasonable? Bear in mind
that you are directly responsible for your share of the com-
mon operating expenses of the condominium.

You and the other owners will have to increase your
monthly common expenses to keep up with rising costs.
Like everything else condominium common expenses will
fend fo increase.

How are common
expenses determined?

The developer is responsible for allocating the contribu-
fions to common expenses to each unit. Usually the devel-
oper bases the allocation on the size of the unit; the larger
the unit the greater the amount payable towards common
expenses. A developer however is not required fo use this
basis for common expense allocation.

Our condominium is registered,
what happens now?

To protect the owners' inferests, the Condominium Act, re-
quires that after the developer loses majority control of the
project, all of the new owners are entitled to elect a Board
of Directors.

The law also requires that once the units are owner-occu-
pied, the owners of those units are entitled fo elect one
representative fo the Board of Directors.

What is a reserve fund?

A reserve fund is a separate trust account which all condo-
minium corporations are required fo establish. A portion
of the common expenses paid by the owners is transferred
monthly to this account. The reserve fund is the unit owners'’
savings for the major repair and replacement costs of the
common elements which occur, as a building gets older.

The contributions made to the reserve fund must be based
on a reserve fund account, which will establish the amount
the Board of Directors must ensure is contributed. Under
the Condominium Act, all condominium corporations must
carry out a reserve fund. If the reserve fund is inadequate,
the Board is required to develop and implement a plan to
'top it up'.

A reserve fund is a sign of a financially stable condomini-
um corporation. Where the reserve fund is low, it may be
because the corporation has done a lot of work recently
and the corporation is starting fo rebuild its fund.

If the low figure in the reserve is not the result of major
work having been recently completed, or if the information
accompanying the status certificate indicates that there is
significant work which must be done and the amount in
the Reserve Fund appears inadequate, then you should do
further investigation.

-=”A lasting solution to your dreams”
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NEARYAND
MAINTANANCE

Who manages the
property?

Usually, a property management firm, under the di-
rection of the Board of Direcfors, runs the day-to-day
affairs of a condominium corporation. Some condo-
minium corporations are selFmanaged. The Board
is responsible for carrying out the obligations of the
Corporation as set ouf in the Act, the condominium
documents (declaration, by-law and rules) and any
agreements to which the corporation is a party.

While a property management firm under contract to
the corporation normally makes the day-to-day man-
agement decisions, final authority for policy decisions
rests with the Board of Directors of the corporation.

Directors are elected and can be removed by the own-
ers. A director’s term is usually there for a period of
fime.

If the condominium corporation is unhappy with the
agreements entered info by the developer on behalf of
the condominium corporation, the Condominium Act
permits the Board of Directors and or the owners to
ferminate these agreements, with a few exceptions if
need be.

CINAM INVESTMENTS LTD

Do I have a say in
what happens in the
condominium?

You have the right to participate in the affairs of the
condominium corporation.

Decisions made by the Board of Directors will di-
rectly influence the use of common elements and
what you can do with your own unit. For this rea-
son, you should be well informed about what is
happening in your corporation. The condominium
corporation provides that some decisions are the
sole responsibility of the owner- elected Board but
others must be approved by a vote of the unit own-
ers.

The Act contains provisions designed to allow unit
owners a voice in the running of the corporation,
even where the developer holds ownership of a
large number of units.  Once the units are own-
eroccupied, the owners of these units have a right
fo elect a representative to the Board. Once the
fitle of the unifs is transferred to the purchasers by
the developer, a meeting fo elect a new Board of
Directors to replace the developer's Board and to
complefe a 'turn over' of Corporation documents
must be held.

In addition, the Condominium Act ensures that
all the condominium records are available for ex-
amination by any purchaser, owner or mortgage
lender. Money paid by owners fowards common
expenses must be held in a separate operating trust
account in the name of the condominium corpora-
fion.

—— - .
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How does condominium
living affect me as a
homeowner?

Condominium living may be very different from your
accustomed style of life.  Condominium ownership is
unlike either regular home ownership or renfing. The
following items point out just some of these differences.

Are there restrictions on what
I can do with my unit?

Yes, a condominium owner's rights of ownership are
more restricted than other homeowners. The following
examples indicate some of these limitations:

@ A condominium owner must abide by all the
provisions of the Condominium Act the corpora-
tion's declaration, bylaws and rules;

@ No owner may damage or neglect his or
her unit. To do so depreciates the value of the
condominium property as a whole;

@ Most declarations for residential condomini-
ums specify that units can be used only for resi-
dential purposes in accordance with the zoning
bylaw and not for commercial purposes;

@ Usually the owner is forbidden from any ac-
tions which could threaten the project's insurance
coverage (like having a barbecue on the balco-
ny, for example), making any structural changes
fo a unit or changes to the common elements
without  the consent of the condominium'’s
Board of Directors.

Can I decorate my unit any
way I want?
Every condominium has varying restrictions that are set

out in the declaration and the rules regarding what an
owner can do with his or her unit.

Usually you will be able to decorate the inside of your
unit as you wish but you may not do anything that
changes the appearance of the building or the exfe-
rior.  Some condominiums require that the exterior of
all window coverings be white or offwhite. Some
prohibit laying carpet or files on balconies.

Usually you cannot remove a wall, change plumbing
fixtures, install appliances or replace flooring without
the permission of the Board.

Can I make changes to the
Common Elements? Can I
fence in my garden or install
a satellite dish?

If you want to build a fence, install a satellite dish or a
patio or make other changes o the common elements,
the Act requires that you must have the approval of the
Board of Directors and/or the corporation depending
on the change.

If you wish to change the common elements, you will
need the Board's permission. You will also have fo
meet the requirements imposed by the Board and sign
an agreement which sets out your obligations with re-
spect fo the change.

Many condominium corporations require that owners,
who wish to make more than just cosmetic changes
fo the interiors of their units, seek permission from the
Board of Directors.

Can I lease or rent the
condominium unit I own?

Unless restricted from doing so by provisions of the
declaration and/or the rules a condominium owner
can sell, rent, lease or transfer the title of his or her
unit as he or she chooses. Some corporations do not
allow owners to sell or rent parking units to persons
who do not live in the building.

An owner who leases his or her unit must give the cor-
poration the name of the tenant(s] and a summary of
the lease or a copy of the lease. The owner and the
fenant are both responsible o the corporation and the
fenant can be instructed to pay common expenses for
the unit if the owner fails to do so. If the tenant does
pay the corporation, that amount can be deducted
from the rent due to the unit owner.

The tenant is bound by all the same documents as the

-=”A lasting solution to your dreams”
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owners. If a tenant does not comply with the Act and/
or the condominium documents, the condominium
corporation can take legal action against the owner
and/or the tenant.

Can anyone enter my unit
without permission?

The Condominium Act states that any person autho-
rized by the corporation may enter any unit on rea-
sonable nofice at any reasonable time to carry out
its duties. The corporation may correct any condition
which violates the corporation’s insurance policy or the
condominium documents, whether in the unit or on the
common elements.

Who is responsible for
maintenance and repairs?

Cenerally, repairs fo common elements are the respon-
sibility of the corporation; repairs to the unit are the
owner’s responsibility. For example, if the swimming
pool in a condominium needs resurfacing, the condo-
minium corporation must take care of this, with the cost
paid from the common expenses.

If o unit owner is responsible for maintaining and/or
repairing the unit and/or a portion of the common el
ements, then the owner is responsible and if the owner
fails to do it, the corporation can do it and recover the
cost of the repairs from the unit owner.

Maintenance to parts of the common elements which
are exclusively used by the unit owner — such as a
balcony or a patio, may be the responsibility of the
individual owner or of the corporation, depending on
what the declaration provides.

If repairs must be made inside your unit = if, for exam-
ple, your sink does not drain — the responsibility for
the repairs is normally yours. For this reason, it is a
good ideq, in a new project where appliances have
been provided, to find out about the guarantees and
warranties.  Are you responsible for parts and labor
costs? The builder is not responsible for such costs,
nor is the corporation.

Can | stop making monthly payments if am not happy
with the Board and management?

No. You are legally bound to pay the monthly com-
mon expenses whether or not you are happy with
management and/or the Board of Directors.  Com-
mon expenses include the cost of insurance, account

CINAM INVESTMENTS LTD

ing fees, utilities and costs for the physical upkeep of
the property.

If you do not make your monthly payments, the cor
poration can put a lien against your property for the
amount owing, fogether with interest and legal costs
incurred. Your mortgage lender may pay these arrears
on your behalf and add the amount to the principal
outstanding on the mortgage.

However, the non-payment of common expenses con-
stitutes default under your mortgage.  If neither you nor
the mortgage lender pays the arrears, the corporation
can sell your unit fo collect the amount owing.

If you are not pleased with how the condominium is
run, bring it fo the attention of the Board of Directors
or raise your concerns at an annual meeting. I the
property manager is not fulfilling the terms of the man-
agement agreement, the Board can take appropriate
action.

CONDOMINITUM

ADMNISTRATION

Do I have to get involved?

You should get involved. You have made an invest
ment in this condominium. The least you can do is
aftend general meetfings and vote on the issues.

In many ways, a condominium community operates
much like in fown. Just as a town's local residents elect
a fown council, so condominium unit owners elect a
Board of Directors fo take responsibility for the running
of the condominium corporation. The condominium
corporation works best when there is active interest by
all members.

I would like to be on the
Board of Directors. What
should I do?

let the people in your project know that you are infer-
ested and the qualifications you have to handle the
job. If you are living in a new project, a meeting
must be after the developer no longer holds maijority
ownership of the units. A new Board, replacing the
developer's Board, will be elected af that time.



The Act requires that there be directors on the corpo-
rafion’s Board. Your corporation’s bylaws may specify
that there are to be more than three directors.

The owners electing the directors do not defermine
which person will hold which position on the Board
[i.e. who is president, treasurer etc.); the elected indi-
viduals decide who will hold what position. Directors
may be elected for ferms of up to three years and may
run for re-election. Ideally, the first directors elected
serve staggered ferms and thereafter three- year ferms.
That way, there will always be experienced individu-
als on the Board.

The members who together own a majority of all the
units may remove directors from office by a vote in fa-
vor of removal. If removed, the owners will elect other
eligible persons to complete the unexpired portion of
the removed directors’ term.

If a vacancy occurs on the Board due fo a resignation
or death, the Condominium Act allows the Board to
appoint an eligible individual fo fill the vacancy until
the next annual meefing. Special rules for elecfion
and removal of an owner/occupier representative of
the Board apply where more than 15% of the units are
owner/occupied.

What is a director’s role?

As elected representatives of the owners, the Board
fakes responsibility for managing the condominium
property and ifs business affairs.  The Condominium
Act requires that at least a majority of the directors
be present for the Board fo transact business. Board
meetings are generally held on a prearranged basis,
usually monthly.

Every Board has cerfain duties, specified under the
Act. It must ensure that the corporation’s monies are
held in trust and properly invested, keep the records
required by the Act, and ensure they are available for
inspection. In addition, the Board is responsible for
enforcing the provisions of the Act, the declaration, the
bylaws and the rules.

The declaration and by-laws of the corporation elabo-
rate on the duties of the Board. In general, the directors
are responsible for the upkeep and the mainfenance
of the project and other business matters, usually by
supervising the actions of the property manager.

Direcfors also have other specific powers as elected
representatives of the condominium corporation. They
can hire personnel - either individuals or management

companies - to maintain the common elements. They
can enfer into legal confracts and, with the consent
of the percentage of unit owners specified in the Act,
acquire additional property or sell existing property.

OFFICERS OF THE

BOARD

Specific Functions:

@ The Chairman presides over Board meetings
and leads the Board which is charged with the
responsibility for the corporation’s affairs,

@ The vicechairperson assists and can substitute
in the president’s absence,

@ The general secrefary, who, serves as liaison
between the Board and the management com-
pany, The secrefary is responsible for the minutes
of meetings, giving nofices of meefings, keeping
the records for the corporation, including the re-
cord of owners, mortgage lenders and leases,

@ The treasurer is responsible for expenditures
and financial records. Generally, the manage-
ment company fakes care of all day-to-day busi-
ness affairs of the corporation, reporting to the
freasurer by means of financial statements and
bank statements.

Since the treasurer and the Board of Directors have ulti-
mate responsibility for the business affairs of the corpo-
ration, no management company should be given a
free hand with expenditures and it should be reporting
regularly on all financial matters. The Board members
are also responsible for overseeing the corporation’s
annual audit.

What makes a good director?

Directors, although they usually receive no fee for their
work, are expected fo take on a great deal of respon-
sibility. Their decisions have farreaching consequenc-
es and they are responsible for large sums of money.

It is important that a director possess some expertise in
business matters. A working knowledge of the legal
infricacies of condominium living would also be a fre-

mendous asset to any director.

To avoid potential personal liability, the t directors
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should seek out and rely on the advice of professionals
whose expertise applies fo the issues being consid-
ered. For example, if the Board of Directors consults
the corporation’s accountant on a financial issue, or
lawyer on legal issues, and makes a decision based
on that professional’s advice and the decision results
in a loss, the Board members will be protected from
personal liability.

I however the Board members do not seek the neces-
sary professional advice and make a decision which
results in a loss to the corporation, they may not be
profected from personal liability, as they may not have
met the standard of care imposed upon them:

@ Board members should receive advice from
several sources before hiring a management
company, and they should make sure that there
is a nofault cancellation clause included in such
contract. It is wise fo seek legal advice on con-
fractual matters since such undertakings can in-
volve large sums of money.

@ Board members must remember that proper-
ty managers do not have the engineering, ac-
counting or legal training to qualify them to give
engineering, accounting or legal advice.

@ There are courses available for Board mem-
bers. Contact your Corporation’s lawyer or the
Canadian Condominium  Institute for informa-
tion.

@ For the profection of the condominium own-
ers who must indemnify the direcfors for actfions
they might take (unless such actions are dishon-
est), the condominium corporation is supposed
fo carry directors and officers liability insurance.

What are the responsibilities
of the property manager?

The property manager is an agent of the corporation
and, as the name suggests, fakes care of the day-o-

day management of the property, under the direction
of the Board.
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On the authority of the Board, the property manager
is responsible for collecting and disbursing common
expense money. This money, which must be held in a
frust account, is used to maintain and repair the prop-
erty, pay insurance premiums, efc.

When are meetings held and
who calls them?

The first, a general meeting of a new condominium
corporation, must be called affer a project is regis-
tered. After that, the Condominium Act requires that
annual meetings must be held after the end of the cor-
poration’s fiscal year.

Annual general meefings are run like the meefings of
any other corporation. A chairperson, usually will pre-
side at the meeting and remarks will be addressed to
him or her. The chairperson’s permission is required to
address the floor. Minutes of the meeting must be kept
fo record the proceedings, including matters put to a
vote. Motions will be presented and seconded; each
motion will be discussed and put to a vote.

Owners at meetings will receive reports on the con-
dominium affairs, elect directors to the Board, appoint
the audifor and vote on any matters for which notice
has been given fo the owners and mortgage lenders.
Members of the corporation will bring forward issues
of general concern for discussion.

Attendance at general meetings normally is restricted
by the bylaws. Usually only owners, their agents and
mortgage lenders and guests of the corporation may
affend. Others must have approval of the members, or
the chairperson of the meeting, before being allowed
fo affend.

Owners who own the units, have the right to requisi-
fion a meeting of the corporation to deal with those
matters on which the Act gives the unit owners the
right of approval, such as new rules passed by the
Board of directors, removal of members of the Board
of Direcfors and changes fo the common elements or
assefs of the corporation.



Who makes up the quorum
and who is allowed to vote?

The quorum for an owners’ meeting of the owners enti-
fled to receive notice and vote at the meeting who are
present in person or by proxy. A corporation can how-
ever, pass a bylaw to provide that the quorum. To
defermine who s eligible fo receive notice and vote,
the corporation keeps a register of owners and mort-
gage lenders.  This register lists the owners’ names
and addresses.

Each owner listed in the register, before the meeting is
held is served with notice of the meeting, as required
by the Act at the address shown on the register and
has the right to vote at members’ meetings. Owners
who are in arrears of common expenses prior fo the
meeting and who do not pay the amount owing in full
prior fo the meeting are not entitled to be counted in
the quorum or to vote at the meeting.

It is every owner's responsibility to ensure that his or
her name is included in the corporation’s register. If it is
not included, the owner will not be entitled to receive
nofices, attend or vote at meetings.

When a mortgage is held on a condominium unit, the
person or insfituion holding the mortgage will prob-
ably, by virtue of the mortgage agreement, have the
right fo exercise the owner's voting right, provided the
owner and the corporation are notified of the lender's
infention fo vofe in advance of a meeting.
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How do you change the
condominium documents?
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In theory, members of the condominium corporation
have almost unlimited power to change the documents
by which they live.

In practice, however, amending these documents is
not easy. Changing the declaration or the by-laws will
take a great deal of perseverance on your part.

The Condominium Act requires consent of all the own-
ers of all the units or a court order on limited grounds
before a declaration can be amended. By-laws can
be made or amended by the Board by resolution and
confirmed, with or without amendment, by a vote in fo-
vor of members who own at least a majority of all the
units.  Suppose, for instance, you want to have a by-
law sefting qualifications for Board members beyond
what is included in the Condominium Act. To make
this change, you need the support of a maijority of the
units, and the Board must approve it first.

Rules are created or amended by the Board of Direc-
fors and nofice of the rules is given fo the owners.  If
the owners requisiion a meeting, the rules only be-
come effective if they are approved at the meefing.

17
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INSURANCE POLICIES

How is a condominium
insured?

The Condominium Act specifies that the corporation must
insure its obligation to repair the condominium property
fo its replacement value, subject to a reasonable deduct-
ible. The directors must have the condominium assets
appraised from time fo fime to defermine that insurance
needs are being met.

The insurance premiums are part of the common ex-
penses that all owners pay. While the insurance covers
the full replacement value of the units and common el-
ements, it does not cover the improvements to a unit or
the personal property of the owner, nor will it cover a
unit owner’s responsibility for any insurance deductible.

Your unit owner's insurance should cover the improve-
ments made to your unit (such as wallpaper, upgraded
carpets and cabinetry, light fixtures, window coverings
etc.), as well as your personal property, your liability to
third parties and any deductible which may be charged
back to the unit for damages caused by an act or omis-
sion by you or those for whom you are responsible.

It is wise fo contact an insurance broker who s either re-
sponsible for the corporation’s insurance or familiar with
it, to make sure you are properly insured and there are
no gaps in coverage between your insurance and the
corporation’s.

You will also need to know if the corporation has estab-
lished what portions of a unit are considered part of a
standard unit for insurance purposes. The developer is
required to deliver this information to you and/or the
condominium corporation.  As a unit owner, you are
responsible fo insure anything not included in the sfan-
dard unit.

I domoge covered by the insurance contract occurs
to the condominium property, the insurance company
will be contacted in writing by property management
or the Board. Usually, the Board will then take charge
of appraisals, the hiring of confractors or whatever else
is necessary fo effect repairs. Owners are not entitled
to deal directly with the Corporation’s insurer nor should
they repair their units before checking with management
fo esfablish if the damage is insured.

RECREATION
FACILTIES

Can a condominium
corporation buy a golf course
and change the services 1
expect to receive?

Yes, it can. A corporation does have the power to
purchase property on behalf of the condominium. It is
possible that it could purchase a golf course or even
a small farm for members fo grow their own produce.
Such a purchase, however, would have fo be for the use
and benefit of the owners, not for investment purposes.

It is more usual, however, for a condominium corpo-
ration to decide fo extend existing facilities on its own
property by the addition of further structures — a tennis
court or a children’s playground, for instance.

The corporation also has the right to add, eliminate or
vary the services the owners receive.

If the addition, alteration, renovation or change in ser-
vice is substantial, a vote of the owners in favor of it is
required. The law defines what is substantial as some-
thing, which costs more than of the corporation’s annual
budget or anything the Board decides is substantial.

Changes, which are not substantial, can be made with-
out a vote of owners. The Board alone can make some
changes; other changes require that nofice be given to
the owners who then have a right to requisition a meet-
ing and vofe against the change.

CINAM INVESTMENTS LTD
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CINAM
CONDO
SERVICES

Can Cinam
condominium
property
development and
management

help me acquire a
Condo property?
Yes. Over the years Cinam condo-

minium property development man-
agement, offers quality services fo

1
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clients to help them achieve their
interests.  We are constantly and
rapidly expanding fo satisfy our
growing spheres and fo meet the
increasing demand on the market.
We are experienced and famous
for excellence in a diverse range
of condominium properties as fol-
low:

Help clients to access con-
venient financial and credit
services to acquire condo
proprties,Efficient financial
reporting systems designed
for condo owners, Help cli-
ents Condo acquisition,
survey, documentation, ti-
tles and transfers, Conduct
negotiations with tenants
and execute agreements on
behalf of clients, Access to
coverage of insurance poli-

cies such as fire & burglary,

Processing extension of
condo Leases and collection

“A lasting solution to your dreams”

=

of rent and Provide technical
support to condo property
owners and many more.

Conclusion

Buying and living in a condomini-
um is very good though at times
may be some how complicated
than in a single family home. You
must understand what it is you are
purchasing and whether the life-
style will suit you and your family.

Once you do the proper investi-
gations and make your decision,
you will find that the advantages
of condominium living are many
and you should find it a rewarding
experience. Therefore, at Cinam
we are the solution to making your
dream of acquiring Condominium

property.
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Plot 2530 Tirupati Mazima mall, Ggaba Rd
P. 0. Box 24766, Kampala Uganda East Africa

Tel: +256 414 663037 Mob: +256 782 950696
info@cinaminvestments.com / cinaminvestments@gmail.com
www.cinaminvestments.com




