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This study guide is a compilation of NBC-CAM'’s identified knowledge areas and
tasks, CAl's The Essentials of Community Association Management (M-100) course
material and CAl Guides for Association Practitioners (GAP) series. In publishing this
manual, NBC-CAM is not attempting to teach the competencies measured by its
examination, but rather to give you an understanding of test content, structure and
procedure so that you may approach the examination with the confidence that comes
of knowing what to expect.

If you are looking for additional information about policies and process related to
taking the CMCA examination, please visit www.nbccam.org and download the
CMCA Handbook.

Copyright © 2013 by the National Board of Certification for Community Association
Managers

All rights reserved. No part of this document may be reproduced in any form or by
any means, electronic or mechanical, including photocopying, recording or by
information storage and retrieval system, without the expressed written consent from
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Dear CMCA candidate:

Congratulations on your decision to earn the Certified Manager of Community
Association Manager (CMCA®) credential. In doing so, you will join the ranks of over
12,000 other community association managers who have earned the CMCA since
1995. The CMCA represents professionalism in the field of community association
management and a commitment to life-long learning.

To qualify to become a CMCA, you must:

A Be a community association manager or be active in the community
association profession.

A Successfully complete a prerequisite course on community association
management, or have five years experience as a community association
manager, or hold an active license from AZ, CA, FL, or NV.

A Pass the CMCA Examination.

A Agree to adhere to strict Standards of Professional Conduct.

A Agree to comply with continuing education requirements.

This guide, developed from a content outline that is the basis for the CMCA
examination, is designed to be used by individuals working alone; in small, self-
directed learning groups; or in structured groups led by facilitators. This guide is
intended to help you manage your preparation for the CMCA examination. It is
important for you to become familiar with the content outline and the knowledge
areas. The eight specific knowledge areas have been developed to assist you in
studying and each area describes the responsibilities and associated tasks performed
and the comprehension needed to successfully practice community association
management.

Best of luck!

Very truly yours,

\m‘\/\x

John H. Ganoe, CAE

Executive Director
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SECTION 1: INTRODUCTION
[CMCA PROGRAM]

The National Board of Certification for Community Associations Managers (NBC-CAM) is
an independent not-for-profit organization formed to establish and administer a
nationwide program for certification for community association managers. The
certification program sets standards for measuring the knowledge and proficiency
required for community association management. A professional CMCA certificant has
achieved the standards identified and adopted by NBC-CAM. By earning the CMCA, the
individual demonstrates to members of the profession, the public, association clients and
government authorities a commitment to and interest in providing a high level of quality
community association management.

NBC-CAM was incorporated by Community Associations Institute (CAl) in October 1995
as an independent, affiliated organization to administer the CMCA certification program.
The NBC-CAM Board of Commissioners (the Board) has full authority over all aspects of
the certification program. More than 1000 managers, homeowners and industry
professionals were involved in the program’s development. The Human Resources
Research Organization (HumRRO), a professional test development firm established in
1951, was contracted to manage the development process, which involved the
identification of eleven main knowledge areas. NBC-CAM was designed to meet
standards to ensure that the CMCA program meets the stringent criteria required for
reliability, validity and applicability.

Standards and Certification: Important to the Industry

The CMCA credential provides an assurance to community association homeowners and
board of directors that the manager has the basic knowledge necessary to effectively
manage a community association. The CMCA also offers the association a baseline
against which to evaluate prospective employees. Board of directors can use the
knowledge and skills required for the CMCA as minimum criteria for a manager or
management company, and know that the manager they hire will maintain the CMCA
Standards of Professional Conduct that are part of the certification program.

NBC-CAM Certification Goals
NBC-CAM was established to operate a certification program that would advance and
help assure the quality of community association management services. NBC-CAM's
goals are:
A To enhance the professional practice of community association management;
A To identify the body of knowledge necessary in professional practice; and
A To recognize those individuals who have demonstrated a satisfactory level of
mastery of that body of experience.
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[FORMATS FOR LEARNING]

Depending on your situation, you have several options on how to prepare and study for
the CMCA examination, including independent study, small group study and online
networking.

Independent study is for those who learn most effectively when they work primarily
alone, or for those whose schedule or situation does not permit them to meet with a
study group or small group. Independent study allows you to structure your own process
and schedule for examination preparation.

Small group study is for those who prefer to assemble their own group of peers and
share the role of facilitator. You should choose partners who have compatible schedules
and learning agendas. This format is most efficient when groups have no more than five
members; it is easier to coordinate schedules and tasks with fewer members, though the
responsibilities for each are lighter with more members.

On-line networking is for those who prefer to use their Internet access through LinkedIN
and the CMCA Candidate listserv offered by NBC-CAM.

LinkedIN -LinkedIn is a powerful professional networking website that allows you
to discover a wealth of new business contacts and resources. Reach out to the
CMCA community by joining our group at:
http://www.linkedin.com/e/gis/97333/2D608B7C6FD5

CMCA Candidate Listserv — A listserv is an electronic discussion community,
intended to create a powerful, online community for community management
professionals to share information.

To subscribe to the list for CMCA examination candidates:

Address an e-mail message to info@nbccam.org

In the subject line type: subscribe

In the body of the message type: CMCA Examination Candidate and your
full name

Do not include a signature or any additional text in your message

I > >

>w

Facebook — Become a CMCA fan and share the great things happening in your
community. The CMCA Facebook fan page is a place for CMCAs, board members,
volunteers and neighbors to post stories and photos about community activities
and events. www.facebook.com/CMCAcertification

CMCA Corner Blog - Visit cmcacorner.com and get connected with your peers.
CMCA Corner is an online neighborhood for community association managers to
share professional interests, experience and information related to community
association management.
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[PREPARING FOR THE CMCA EXAMINATION]

Assess Your Knowledge Level

Your preparation for the CMCA examination will be more efficient if you are aware of
three things: what you already know, how you learn, and where you can go for additional
information. The information in the knowledge areas will help you learn these things so
you can decide how best to prepare for the examination. Here are some ways to evaluate
your readiness in each of the knowledge areas.

Basic Knowledge: You might be just entering the profession or have limited professional
experience. You have familiarity with terms and concepts, but you need to complete an
in-depth review of the study materials.

How to approach the material: Study every part of each section, familiarizing yourself
with terminology while also learning concepts and strategies. Additionally, if you need
further information, seek out supplemental reading materials (such as CAl's GAP Reports)
to aid in your studying. A full list of supplemental reading is available at the back of the
study guide on page #64.

Intermediate Knowledge: You have moderate professional experience in the area and
have taken a pre-requisite course (e.g., CAl's M-100 course). If you only have on-the-job
experience in a function, you may be operating with commonly held misconceptions.
Only through reading or formal learning will the information and methods synthesize and
integrate into practice.

How to approach the material: Be sure that you are familiar with key terms and concepts,
and study the ways in which they are implemented in each section. It is important to
differentiate between how things are done and how they should be done in order to
succeed on the exam.

Advanced Knowledge: You have extensive professional experience in the area and have
taken a pre-requisite course.

How to approach the material: You should be familiar with key terms and concepts; in
each section, go through the “topics covered” outline and briefly study the key terms
and words/phrases in each section. If you understand the term and/or concept, there is
no need to do further reading on the subject.

CMCA Knowledge: You have passed an examination demonstrating that you understand
the concepts and potential scenarios, and how to apply strategy to the community
association management profession.

How to approach the material: You should be ready to take the exam. Briefly review the
key terms and concepts, but there is no need to read each section word-for-word.
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SECTION 2: INTRODUCTION
[CMCA EXAMINATION CONTENT]

The CMCA Examination Content serves multiple functions for the CMCA program.
First, and most importantly, it provides guidance to candidates preparing for the
examination. The degree of detail informs candidates of the scope of content that
may be expected. The range of numbers adjacent to each major knowledge area
indicates the relative emphasis. Candidates should devote greater effort to the
content areas that contain more items than to the areas that have fewer.

The CMCA Examination Content also is a statement, both within and outside of the
community association management profession, of the skills required to function
effectively as a community association manager. The compilation of knowledge
fosters the growing recognition of community association management as a
profession.

The CMCA Examination Content

The CMCA Examination is a 2.5 hour, 120-question multiple choice exam that tests
candidates in:

Meetings

Governance and Legal Issues

Budgets, Reserves, Investments and Assessments
Financial Controls

Risk Management and Insurance

Property Maintenance

Contracting

Human Resource Management

\

> >
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The CMCA Examination Content is the result of extensive and regular surveys of
community association managers. Discussed in the following pages are the results of
the survey and the specific knowledge, skills and abilities that the survey participants
identified for the knowledge areas.

This document outlines the knowledge areas measured by the CMCA exam. There
are eight categories of knowledge. For each category, important work tasks that
require those knowledges are presented to demonstrate the link between what
managers do on the job and what they need to know. Note that tasks may appear
more than once on this list, as it may require multiple types of knowledge to
successfully perform a task.
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[KNOWLEDGE AREA 1: MEETINGS]

Topics covered in Meetings:

101 Knowledge of the differences in the roles of managers and directors at a
board meeting

102 Knowledge of the requirements (e.g., agendas, notification, quorum,
voting procedures) for different types of meetings

103 Knowledge of the requirements for election procedures

104 Knowledge of the basic principles of parliamentary procedure (e.g.,
Roberts Rules of Order, Sturgis’s Standard Code of Parliamentary
Procedure)

105 Knowledge of executive sessions (e.g., procedures; when to hold)
106 Knowledge of form and retention of meeting minutes

107 Knowledge of the roles and responsibilities of community association
committees (e.g., mandatory and non-mandatory; standing and ad hoc)

108 Knowledge of how governing documents guide meeting procedures
(e.g., open meetings, proxy, quorum, requirements for notices, order of
business, location)

109 Knowledge of meeting issues that are governed by state/regional laws
(e.g., open meetings, proxy, quorum, requirements for notices)

110 Knowledge of right and procedures to recall board members elections
111 Knowledge of contents and procedures for developing meeting packets

112 Knowledge of contents and procedures for developing management
reports

113 Knowledge of the functions of nominating committees

Tasks that link to Meetings KSAs
Develop and implement an administrative calendar of association meetings,
1 events and activities for the community

Prepare and submit a management report to the board prior to a meeting
3 that includes minutes, financials, contracts and status of action items

Prepare and distribute meeting notices (e.g., agendas, proxies, ballots)
4 according to the type of meeting and governing document
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Implement election procedures (e.g., call for nominees in advance) for

membership meetings in accordance with governing documents and state’s
5 statutes

Organize, facilitate, and provide input at meetings of the membership and
6 the board
7 Make sure the minutes are accurately recorded and distributed

8 Create an action list based on meeting follow-up for management report
Create an action list based on meeting follow-up for distribution to Board
9 and others
Provide information and guidance to the board as it sets policies and makes
11 decisions
Maintain the official corporate records of board resolutions and minutes of
14 all meetings
Ensure the board follows the proper process in adopting and implementing
19 board resolutions
78 Prepare and submit a physical inspection report to the board
79 Provide maintenance recommendations to the board
86 Establish an emergency preparedness plan.
Arrange for membership/board approval of contracts in accordance with
95 the governing documents
96 Provide feedback to the Board on contractor performance

Key Terms

Abstention: When a participant in a vote either does not go to vote (on Election Day)
or, in parliamentary procedure, is present during the vote, but does not cast a ballot.
An abstention may be used to indicate the voting individual's ambivalence about the
measure or mild disapproval that does not rise to the level of active opposition.
Abstentions do not count in tallying the vote; when members abstain, they are in
effect only attending the meeting to aid in constituting a quorum.

Action item list: An action item is a documented event, task, activity or action that
needs to take place. Action items are usually documented in the meeting minutes and
are recorded in the task list of the group. At the next meeting the action item list is
reviewed by the group and at that meeting the facilitator will check the status of
these items.

Agenda: An agenda is a list of meeting activities in the order in which they are to be
taken up, beginning with the call to order and ending with adjournment.

Amend a motion: Amend a motion is used to modify another motion. The motion to
amend takes three basic forms:
A Inserting or adding words or paragraphs
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A Striking out words or paragraphs
A Striking out words and inserting or adding others, or substituting an entire
paragraph or complete resolution for another

Ballot: A ballot is a device used to record choices made by voters. Each voter uses
one ballot, which are not shared.

Committee report: These reports should highlight matters to be decided and
recommendations by the committee.

Supporting research should be included in the reports. Committees need to clearly
state the actions they are asking the board to take and you should provide your
committees with a suggested format for their reports and a sample.

Debate: During an election, a formal discussion involving opposing candidates vying
for the same position.

Executive session: When a board must hold a discussion or make decisions of a
sensitive nature. The topics that commonly require an executive session and are
allowable by law usually include personnel issues, contract negotiations and
discussions, lawsuits and other legal matters, and governing document violations.

Financial report: This is a report on the community’s financial condition and activities,
including a general ledger, variance, accounts payable, income statement and balance
sheet. These are further reviewed in Section VI on page #.

Majority: Over 50% of the votes needed to win an election. The majority vote can
come from those owners who attend the meeting, in person or by proxy, to decide all
matters except special issues.

Management report: This is the manager’s report on the association’s current
management and administrative activities.

Minutes: The minutes of a meeting document the decisions made during the
meeting. This provides a permanent public record of positions and actions taken by

the board.
Motion: A formal proposal stating that the association took certain action

Notice of meeting: An official announcement that a meeting will take place, which
should be sent in writing to board members at least a week before a meeting.

Parliamentary procedure: The body of rules, ethics, and customs governing
meetings and other operations.
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Plurality: Awards the election to the candidate with the most votes, regardless of
whether or not they received the majority.

Proxy: Proxy is the agency, function, or power of a person authorized to act or vote
in place of another resident who could not be present.

Quorum: Quorum is the number of residents required to be present to transact
business legally. That number is established in the association’s by-laws.

Robert’s Rules of Order: A book that provides common rules and procedures for
deliberation and debate in order to place the whole membership on the same footing
and speaking the same language.

Second a motion: Generally, once the motion has been proposed, consideration by
the assembly occurs only if another member of the body immediately seconds the
motion.

Table a motion: Incomplete items on the agenda should be rescheduled, or tabled,
for another meeting.

Timed agenda: A more specific agenda that limits the amount of time focused on
specific areas, so as to move the meeting along at a more thorough and prompt pace.
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[KNOWLEDGE AREA 2: GOVERNANCE
AND LEGAL ISSUES]

Topics covered in Governance and Legal Issues

201 Knowledge of the laws and documents that govern a community
association and their hierarchy

202 Knowledge of the roles and duties of the board of directors and officers

203 Knowledge of the roles and responsibilities of a community association
manager

204 Knowledge of the rights and responsibilities of residents/homeowners
205 Knowledge of due process to enforce rules and architectural guidelines
206 Knowledge of board and manager fiduciary responsibilities

207 Knowledge of the hierarchy of authority among Federal/national,
state/regional, local ordinances

209 Knowledge of the sources of authority to make and enforce rules and
architectural guidelines

210 Knowledge of need for written policies and procedures for managing
community association (e.g., operations; emergency and disaster
programs)

211 Knowledge of use and maintenance restrictions in the association
documents

212 Knowledge of internal and external resources for enforcing rules and
architectural guidelines (e.g., fees, suspension of voting rights, police,
local government agencies, alternative dispute resolution, litigation)

213 Knowledge of the types of community associations and their similarities
and difference

214 Knowledge of basic requirements around restrictions (e.g., age-
restricted community associations)

215 Knowledge of business ethics and CMCA Standards of Professional
Standards; including, conflict of interest, duty of care, duty of loyalty
and moral principles.

216 Knowledge of the basic transition process from developer to
homeowner control

217 Knowledge of types and components of board resolutions and when to
use board resolutions over standard motions
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218 Knowledge of rules, restrictions, and obligations related to
confidentiality and security of documents, records, and communication
among association stakeholders

219 Knowledge of the criteria for developing valid and enforceable rules and
guidelines

220 Knowledge of regulations governing assessment collections
221 Knowledge of how and when to refer issues to legal counsel

222 Knowledge of foreclosure laws

Tasks that link to governance and legal KSAs

Develop and implement an administrative calendar of association meetings,
1 events and activities for the community
Prepare and submit a management report to the board prior to a meeting
3 that includes minutes, financials, contracts and status of action items
Prepare and distribute meeting notices (e.g., agendas, proxies, ballots)
4 according to the type of meeting and governing document
Implement election procedures (e.g., call for nominees in advance) for
membership meetings in accordance with governing documents and state’s
5 statutes
Organize, facilitate, and provide input at meetings of the membership and
the board
Make sure the minutes are accurately recorded and distributed
Serve as a liaison between the association/board of directors, legal counsel,
10 and developers
Provide information and guidance to the board as it sets policies and makes
11 decisions
Educate and advise the board of its role and responsibilities including
12 fiduciary responsibilities and compliance with statutes
13 Manage, conduct or refer new board member orientation
Maintain the official corporate records of board resolutions and minutes of
14 all meetings
Organize and maintain association files (e.g., contracts, correspondence,
15 owner files)
16 Respond to resident/owner inquiries
Respond to conflict among residents/owners by attempting to resolve or
17 refer to proper authority (e.g., Board, legal counsel, mediator)
Prepare packets for sales, leases, or transfers required by governing
18 documents or statutes
Ensure the board follows the proper process in adopting and implementing
19 board resolutions

N O
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20
21

22

23

24

25

26

27

28

29

30

31
33

34

35

39

40

43

48

56

59
61

Provide support to committee by answering questions and providing
background information on issues

Prepare committee charters for approval by the Board

Advise the board in developing rules and regulations in consultation with
legal counsel as needed

Develop due process procedures for board approval in consultation with
legal counsel as needed

Process architectural variance or change requests pursuant to the governing
documents by drafting and/or administering requests

Identify and record potential violations of association restrictions, rules and
regulations

Implement enforcement policies (e.g., rules, architectural controls) as
directed by the board and pursuant to the governing documents

Prepare and send assessment notices and late payment notices pursuant to
governing documents

Apply late charge, interest, legal fees, and/or other charges, on delinquent
accounts as directed by governing documents or board policy
Communicate delinquency information to legal counsel for collection
purposes as directed by the board or as outlined in the delinquency policy
Provide testimony as requested by legal counsel (e.g., association litigation,
HR issues, contracts, delinquency, foreclosures)

Represent the community association, as directed by the Board, to the
outside community on association related issues (e.g., interface with local
government, media, local public agencies) in accordance with governing
documents

Prepare resident orientation or new owner familiarization information
Review contract for key elements (e.g., parties, scope of work, timelines,
compensation)

Coordinate legal review of a contract by association’s attorney when
necessary

Develop uniform assessment collection and accounts receivable processes in
coordination with legal counsel and pursuant to governing documents and
state statutes

Prepare and send assessment notices and late payment notices pursuant to
governing documents

Prepare draft capital and operating budgets that adhere to the governing
documents and statutes and distribute to owners

Recommend investment policies to the board in accordance with governing
documents, state law, and fiduciary responsibility

Provide the association financial records to the independent auditor and/or
accountant

Develop/establish a transfer of funds procedure in conjunction with the
board directives and/or budget

Advise the board to consult with a professional regarding tax filing options
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62

63
64
65
66
67
69
70
71
72
73
74

75

76
77
78
79
80
81
82
83

87

93

95
97

98

Manage bad debts by recommending write-offs and appropriate procedure
for Board consideration

Advise the board to maintain insurance coverages (e.g., casualty, fidelity,
liability, property, D&O, workers’ comp) in accordance with governing
documents, statutes, and board policy

Advise owners of corporation insurance so they know their responsibility to
insure their own property and avoid insurance gaps

Identify areas of potential loss (i.e., property, liability, income, and
personnel).

Recommend professional risk management and insurance professionals
Arrange for property assessment to determine how much insurance to buy
Develop and implement risk management techniques

Develop and implement safety programs

Develop and implement disaster plans and contingency (evacuation) plans
Document, submit and coordinate insurance claims

Obtain and maintain current insurance certificates from contractors and
subcontractors

Identify the physical assets and inventory the community association must
maintain

Conduct periodic property inspections for risk management purposes,
obvious maintenance problems, and violations of governing documents
Ensure that appropriate workers’ compensation coverage is placed and that
all workers’ compensation claims are processed in accordance with state
laws

Communicate information regarding insurance policies and limitations of
coverage to homeowners

Prepare and submit a physical inspection report to the board

Provide maintenance recommendations to the board

Develop systems (controls and budget item) to ensure maintenance needs
are documented and completed

Implement maintenance, repair, and replacement programs of the board
Develop and implement an emergency maintenance protocol

Receive, clarify, and respond to maintenance requests from owners
Provide or oversee provision of community services (e.g., security) according
to Board policy.

Include language in contracts that holds the contractor responsible for
complying with local ordinances prior to commencement of work seeking
legal counsel when necessary

Arrange for membership/board approval of contracts in accordance with the
governing documents

Seek interpretation of and apply contract warranties

Develop, recommend, and update job descriptions for association
employees
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Implement the recruiting, selecting, hiring, and firing processes for
association employees in accordance with employee handbook and
99 applicable laws
100 Supervise the association employees
Establish employees performance objectives, evaluate work performance,
101 and conduct periodic reviews with employees
Establish employment policies (e.g., benefits, leave) with approval of the
102 board)
Identify potential committee members and other volunteers according to
103 Board policy

Key Terms (Legal Basis for Community Associations)

Articles of incorporation: Bring the corporation into existence, define its basic
purposes and powers, indicate whether stock will be issued, and indicate whether
there will be a board of directors.

Bylaws: Formally adopted governing regulations for the administration and
management of a community association.

CC & Rs (Covenants, Conditions & Restrictions): The governing documents that
dictate how the homeowners association operates and what rules the owners—and
their tenants and guests —must obey. These legal documents might also be called
the bylaws, the master deed, the houses rules or another name. These documents
and rules are legally enforceable by the homeowners association, unless a specific
provision conflicts with federal, state or local laws.

Community association: A group of owners who wish to provide a communal basis
for preserving, maintaining, and enhancing their homes and property.

Condominium: A living unit fully owned by an individual with an undivided interest in
the common elements of the community. The community association itself owns no
real estate as an association.

Cooperative: Wherein an individual owns stock or membership in the cooperative,
and holds a proprietary lease or occupancy agreement for his or her living unit.

Declaration: Declaration is used interchangeably with CC & Rs.

Governing documents: Documents which provide for the legal structure and
operation of the community.

Indemnification: To indemnify and hold harmless means to exempt an individual or
entity from responsibility for claims made against the organization and to reimburse
the individual or entity for damages or expenses incurred as a result of such claims.
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Master association: An organization of homeowners in a large condominium or
planned unit development (PUD) which includes representatives from other, smaller
homeowner organizations.

Mixed use development: A development which is designed to mix two or more
"uses" of land together (i.e. a shopping center which offers office space for dentists).

Planned community: the most common type of community association, where an
owner owns his or her lot and/or living unit and the community owns any common
areas, such as tennis courts and roads for the use and benefit of the lot owners.

Proprietary lease: A rental agreement between a cooperative housing corporation
and a share holder allowing use of a certain unit in the premises.

Public offering statement: A disclosure statement prepared by a developer that
contains all material facts about a property offered for sale and that must be
provided to a prospective purchaser in accordance with applicable state or federal
law.

Resolution: A resolution is a motion that follows a set format and is formally adopted
by the board of directors.

Statute: A formal written enactment of a legislative authority that governs a country,
state, city or county.

Umbrella association: A cluster of community association types that can include
aspects of homeowners associations, condominiums and cooperatives.

Key Terms (Community Management)

Ad hoc committee: Used when an objective needs consideration and no standing
committee within the organization can absorb that issue into its scope. Usually these
committees are used on a short-term basis, such as temporary oversight of an issue
or review of the standing rules of that community.

Board liaison system: Directors are assigned to certain committees to guide the
committee on Board policy and procedures and to report back to the Board.
Directors serving as a liaison must distinguish their role from the role of the
committee chairperson.

Business judgment rule: If a board has exercised reasonable business judgment in
making a decision, the court will generally not consider the board negligent in its
fiduciary duty, nor will the court substitute its judgment for that of the board.
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However, the board must demonstrate how it has taken care in reaching a decision. It
is up to the court to decide if the board has exercised reasonable business judgment.

Fiduciary duty: Requires directors to act in the best interests and for the benefit of
the corporation, thus the community as a whole. This fiduciary duty has two
components: one, the members are required to avoid conflicts of interest and acting
out of self-interest; and two the members are also required to act as reasonable
people in managing the association’s affairs.

Management ethics: The term “ethics” refers to the specific choices to be made by
an individual in his or her relationships with others. Professional ethics are the rules or
standards that govern the conduct of members of a profession. The assumption is
that the special expertise held by members of the profession holds them to a high
standard of trust by others.

Management audit: A management audit consists of a review of governing
documents and existing policies and procedures, current condition of the property,
owner/resident satisfaction, and fiscal operations. This review can be done by the
board and manager together, or a third-party management consultant can be hired.

Management plan: A management plan is a statement of goals and objectives
approved by the board. It includes the yearly cycle of tasks that management should
perform on the community association’s behalf.

Standing committee: Committees which have a continued existence and are not
related to the accomplishment of a specific, once-only task. Budget and nomination
committees are examples of standing committees.

Key Terms (Rule Development and Enforcement)

Alternative dispute resolution: Mediation, arbitration and other ways of resolving
conflicts with the help of a specially trained neutral third party without the need for a
formal trial or hearing.

Appeal: A request for a review of a case by a higher authority—if permitted by the
governing documents or statute.

Default hearing: A hearing held when the alleged violator fails to appear.

Due process procedure: a formal process designed to protect the rights of all parties
involved.

Hearing notice: This is a written notice to an alleged violator that a hearing will be
held to consider his or her alleged violation.
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Hierarchy of authority: Rules and architectural guidelines may not contradict or be in
conflict with the legal sources that take precedence over them. Although rules and
architectural guidelines are lower in the hierarchy of authority for community
associations, they may clarify and expand a community’s governing documents—but
may not conflict with the other governing documents.

Rule: A specific statement of required behavior whose violation carries a penalty
(sometimes called a sanction).
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[KNOWLEDGE AREA 3: BUDGET,
RESERVES, INVESTMENTS AND
ASSESSMENTS]

Topics covered Budgets, Reserves, Investments and Assessments

301 Knowledge of how to prepare and use an annual budget

302 Knowledge of the laws and governing documents that establish budget
requirements

303 Knowledge of board of directors’, officers’, committees’, and manager’s
roles and responsibilities in the budget process

304 Knowledge of the sources of authority to levy and collect assessments,
special assessments, additional assessments, and other amounts due the
community association

305 Knowledge of basic legal procedures and alternative remedies available
to a community association for collecting delinquent payments from
members

306 Knowledge of the use of a reserve study when developing a replacement
reserve fund budget

307 Knowledge of the procedures of an effective collection policy

308 Knowledge of the types and components of budgeting methods (e.g.,
zero based, historical trend)

309 Knowledge of alternative funding methods to supplement assessments
(e.g., loans, user fees)

311 Knowledge of fundamental requirements for reporting and disclosure
statements as required by law

312 Knowledge of the reserve fund reporting
313 Knowledge of components, criteria, and composition of reserve studies

314 Knowledge of limits on community association managers’ investment
duties

315 Knowledge of lender guidelines and statutes (e.g., transfer of ownership,
association loans)

316 Knowledge of basic characteristics of investments and protection
limitations

CMCA EXAMINATION
STUDY GUIDE Page |21



317 Knowledge of budget analysis and forecasting related to bad debt

Tasks that link to Budget, Reserves, Investments, and Assessments KSAs

Prepare and submit a management report to the board prior to a meeting
3 that includes minutes, financials, contracts and status of action items
Provide information and guidance to the board as it sets policies and
11 makes decisions
Prepare and send assessment notices and late payment notices pursuant
27 to governing documents
38 Manage community operations within constraints of the budget
In preparation of budget, analyze trends, review historical data, and/or
41 justify budget line-items through zero-based analysis
Assist the Board in identifying professional assistance to develop and
update a multi-year expense and reserve projection in compliance with
42 state statutes
Prepare draft capital and operating budgets that adhere to the governing
43 documents and statutes and distribute to owners
44 Assist the board in identifying funding sources for reserve expenditures
Maintain the community association's financial records in accordance with
Generally Accepted Accounting Principles (GAAP), legislature, or other
45 regulatory office, and community financial internal control procedures
46 Provide regularly scheduled financial statements and reports to the Board
Analyze the financial statements and reports and report significant
47 variances from the budget
Recommend investment policies to the board in accordance with
48 governing documents, state law, and fiduciary responsibility
Identify investment opportunities based on availability and insurance of
49 funds in compliance with statutes
50 Implement investment policies of the board
52 Implement the reserve funding model approved by the board
Provide the association financial records to the independent auditor
56 and/or accountant
57 Review association invoices for accuracy and due dates
58 Ensure payment of association invoices
Develop/establish a transfer of funds procedure in conjunction with the
59 board directives and/or budget
60 Document all transfers of funds
Advise the board to consult with a professional regarding tax filing
61 options
Manage bad debts by recommending write-offs and appropriate
62 procedure for Board consideration
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Advise the board to maintain insurance coverages (e.g., casualty, fidelity,
liability, property, D&O, workers’ comp) in accordance with governing
63 documents, statutes, and board policy
|dentify areas of potential loss (i.e., property, liability, income, and
65 personnel).
66 Recommend professional risk management and insurance professionals
Arrange for property assessment to determine how much insurance to
67 buy
69 Develop and implement risk management techniques
70 Develop and implement safety programs
71 Develop and implement disaster plans and contingency (evacuation) plans
72 Document, submit and coordinate insurance claims
79 Provide maintenance recommendations to the board
Develop systems (controls and budget item) to ensure maintenance
80 needs are documented and completed
81 Implement maintenance, repair, and replacement programs of the board
82 Develop and implement an emergency maintenance protocol
83 Receive, clarify, and respond to maintenance requests from owners
Create maintenance specifications (e.g., schedules, scope) when qualified
84 or seek experts to develop specifications
Manage work order systems by developing and implementing on an
85 ongoing basis.
86 Establish an emergency preparedness plan.
Provide or oversee provision of community services (e.g., security)
87 according to Board policy.
Establish employment policies (e.g., benefits, leave) with approval of the
102 board)
Review compensation and benefits for staff to ensure that they are
105 competitive with the market

Key Terms (Budget and Reserves)
Assessment: An assessment is the owner’s financial obligation to the community
association during a given period of time—usually one year.

Baseline funding: The goal of this funding strategy is to keep the reserve cash
balance above zero.

Chart of accounts: An organized list of titles, descriptions and assigned numbers of
all accounts in an organization’s general ledger. The assigned number helps you
locate the account. The title describes the purpose of the account.

Discretionary budget line items: These are items based on owner, board and
committee desires. They are items people would like to have—given their values,
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lifestyle, and preferred level of service (e.g. social and recreational expenses, and
picnic areas).

Expenses: Expenses are the cost of goods and services used to operate and maintain
the community’s property.

FHA: Federal Housing Administration. Regulates and influences such items as the
amount of insurance a community association must carry, procedures for financial
operations and requirements for the upkeep of property.

FHLMC: Federal Home Loan Mortgage Corporation. Buys mortgages from lenders
and in doing so require certain types of insurance to be in place.

FNMA: Federal National Mortgage Association. Federally established secondary
mortgage institution that may set requirements that your community association will
have to meet if owners are to participate in their financing programs

Full funding: The goal of this funding strategy is to attain and maintain the reserves
at or near 100 percent as called for on the component inventory.

Historical trend budgeting: This method begins with the assumption that existing
line items are needed. The amount of funds allotted to each during the current year is
adjusted for expected changes in the coming year.

Major improvement expenses: Major improvement expenses consist of items that
are not necessarily required, but are added to improve the overall welfare, safety or
life of the residents—or to enhance the value of the community association as
reflected in the resale value of units.

Operating budget: The section of a budget devoted to operating activities includes
operating expenses and major improvement expenses—but not the replacement

fund.

Operating expenses: Operating expenses are those items that occur on a regular
basis—day to day, week to week, month to month, and year to year.

Reconciliation of expenses and revenue: After you draft both your operating and
replacement fund budgets for the coming year, you must reconcile your estimated
expenses with your community’s anticipated revenue. To reconcile means to bring
together after a difference.

Replacement fund: The replacement fund consists of funds put aside—in reserve—
for the replacement of major components of a community’s common property.
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Reserve cash flow statement: Shows the amount to be funded and the amount to be
expended from the replacement fund over a given period of time.

Reserve study: A reserve study is a budget planning tool that considers the current
status of the replacement fund and determines a stable and equitable funding plan to
offset the anticipated future major common area expenditures.

Revenue: Revenue consists of the collective items or amounts of income which, in the
case of a community association, are appropriated for public expenses.

Threshold funding: This method is based on the baseline-funding concept. The
minimum reserve cash balance in threshold funding is set at a predetermined dollar
amount.

Zero-based budgeting: With this method, all line items are set to zero and the
amount of funds allotted to each must be justified.

Key Terms (Collecting Assessments)

Acceleration: The collection of all assessments due through the end of the fiscal year.
For example, if an owner’s payments on the annual assessment are due monthly and
become delinquent at the end of March, all monthly payments through December of
that year are due immediately.

Assessment: An Assessment is the owner’s financial obligation to the community
association during a given period of time—usually one year. It covers the owner's
share of the common expense, also known as “common expense liabilities” in some
states.

Bad debt write-off: A bad debt write-off consists of recording an uncollectible debt
as an expense that the association must absorb. This usually requires a resolution of
the board.

Chapter 7 bankruptcy: Chapter 7 is called straight bankruptcy or liquidation. It
involves the prompt conversion of all the individual’s or corporation’s non-exempt
property to cash, and payment of creditors to the extent possible.

Chapter 11 bankruptcy: Chapter 11 is called a reorganization because it is designed
to allow for an orderly payment to creditors that enable a corporation to continue.

Chapter 13 bankruptcy: Chapter 13 is used to reorganize personal or non-corporate
debt. A plan is submitted to a judge for paying off all or nearly all of the debt over a
specified period of time.
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Fair Debt Collection Practices Act: Requires that the person who owes a debt
receive written notice.

Foreclosure: Foreclosure is a legal proceeding filed in court whereby a party with a
claim against an owner can claim ownership of the unit involved in order to recover

the money it is owed. The unit is usually auctioned by the court and sold to the
highest bidder.

Lien: A lien is a legal claim by one party (community association) on the property of
another (delinquent owner) to obtain the payment of a debt or the satisfaction of an
obligation. Placing a lien on an owner’s property protects the community
association’s interests.

Personal money judgment: A decision by a judge to allow the community association
to claim the owner’s personal property to settle a delinquent account.

Key Terms (Financial Statements, Audits, Income Taxes & Investments)
Accrual basis of accounting: This method records income when it is earned (or
assessed to owners) and expenses when they are incurred or acquired.

Assets: Assets include anything owned that has value. Unlike commercial businesses,
however, the actual land and buildings of the community association are not generally
shown as an asset.

Audit: An examination of the accounting records and procedures of an organization
by a CPA for the purpose of verifying the accuracy and completeness of financial
records.

Balance sheet: A balance sheet is a summary of a community’s financial position at a
specific point in time.

Cash basis of accounting: This method records income when it is collected and
expenses when they are paid.

Certificate of deposit: When a CD is reinvested together with its accumulated
interest, the ultimate yield will be higher than the stated rate of interest.

Commercial reporting method: Combines operating and reserve activities in the
same column, as opposed to fund reporting, which consists of preparing separate
columns for operating, reserve and any special funds.

Compilation: A presentation of financial statements by a CPA without the assurance
that the information conforms to GAAP.
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CPA: Certified Public Accountant is an accountant who has passed certain
examinations and met statutory and licensing requirements of a US state.

Engagement letter: When your community hires a CPA, he or she will send an
engagement letter. An engagement letter describes the nature of the work to be
done, type of report to be prepared, fee for services and time frame for the
assignment.

FDIC: Federal Deposit Insurance Corporation, a government agency that guarantees
investors’ deposits in member institutions.

Fund reporting method: Consists of preparing separate columns for operating,
reserve, and any special funds.

GAAP: Generally Accepted Accounting Principles. Their purpose is to provide
uniformity among reports from different organizations.

Investments: Investments involve the purchase of anything with money value for the
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401

402

403

405

406

407

408

411
412
413
414

community association

Knowledge of the

11

27

28

29

Provide information and guidance to the board as it sets policies and makes
decisions

Prepare and send assessment notices and late payment notices pursuant to
governing documents

accounts as directed by governing documents or board policy
Communicate delinquency information to legal counsel for collection
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Develop uniform assessment collection and accounts receivable processes in

39 state statutes
Maintain the community association's financial records in accordance with
Gen

45 regulatory office, and community financial internal control procedures

47
48 documents, state law, and fiduciary responsibility

49 funds in compliance with statutes
50
51
53

54
55
Provide the association financial records to the independent auditor and/or
56 accountant
57
58 Ensure payment of association invoices
Develop/establish a transfer of funds procedure in conjunction with the
59 board directives and/or budget
60 Document all transfers of funds
61 Advise the board to consult with a professional regarding tax filing options
62 for Board consideration
Identify areas of potential loss (i.e., property, liability, income, and
65 personnel).
69 Develop and implement risk management techniques
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501

502
loss

503

504
requirements

505

506

507
508 -
509

510
non-

511

11 makes decisions
16 Respond to resident/owner inquiries
60 Document all transfers of funds
61 Advise the board to
Manage bad debts by recommending write-offs and appropriate
62 procedure for Board consideration
Advise the board to maintain insurance coverages (e.g., casualty, fidelity,

63 documents, statutes, and board policy
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64

65 personnel).

66

67 Arrange for property assessment to determine how much insurance to buy
68

69 Develop and implement risk management techniques

70 Develop and implement safety programs

71

72 Document, submit and coordinate insurance claims

73 subcontractors
Identify the physical assets and inventory the community association must
74 maintain

75

76

77 coverage to homeowners
78 Prepare and submit a physical inspection report to the board

80 are documented and completed
81
82 Develop and implement an emergency maintenance protocol
83 Receive, clarify, and respond to maintenance requests from owners
Create maintenance specifications (e.g., schedules, scope) when qualified
84 or seek experts to develop specifications
Manage work order systems by developing and implementing on an
85 ongoing basis.
86 Establish an emergency preparedness plan.
Provide or oversee provision of community services (e.g., security)
87 according to Board policy.

88 options

90
94
97 Seek interpretation of and apply contract warranties
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Implement the recruiting, selecting, hiring, and firing processes for
association employees in accordance with employee handbook and
99 applicable laws

Key Terms

This
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601

602

603

604

605

606

607
608

Create maintenance specifications (e.g., schedules, scope) when qualified
84
86 Establish an emergency preparedness plan.
83 Receive, clarify, and respond to maintenance requests from owners
79 Provide maintenance recommendations to the board
69 Develop and implement risk management techniques
82
Manage work order systems by developing and implementing on an
85 ongoing basis.

75 obvious maintenance problems, and violations of governing documents
81 Implement maintenance, repair, and replacement programs of the board

80 are documented and completed
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68
78 Prepare and submit a

90

91

11 makes decisions
Prepare and submit a management report to the board prior to a meeting
3 that includes minutes, financials, contracts and status of action items

16 Respond to resident/owner inquiries
96 Provide feedback to the Board on contractor performance

92

34 compensation)

32
8 Create an action list based on meeting follow-up for management report
67
Communicate information regarding insurance policies and limitations of
77 coverage to homeowners
66
71 Develop and implement disaster plans and contingency (evacuation) plans

88 options
97 Seek interpretation of and apply contract warranties

87 according to Board policy.

Identify areas of potential loss (i.e., property, liability, income, and
65 personnel).

Identify the physical assets and inventory the community association must
74 maintain

Key Terms
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711

712

713
714

3 that includes minutes, financials, contracts and status of action items
11 makes decisions

20 background information on issues
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34 compensation)
57
Advise the board to
liability, property, D&O, workers’ comp) in accordance with governing
63 documents, statutes, and board policy
Identify areas of potential loss (i.e., property, liability, income, and
65 personnel).
69 Develop and implement risk management techniques
70 Develop and implement safety programs
72 Document, submit and coordinate insurance claims
Obtain and maintain current insurance certificates from contractors and
73 subcontractors

74 maintain

75 obvious maintenance problems, and violations of governing documents

76
79 Provide maintenance recommendations to the board

80
81 Implement maintenance, repair, and replacement programs of the board
82 Develop and implement an emergency maintenance protocol
83 Receive, clarify, and respond to maintenance requests from owners
Create maintenance specifications (e.g., schedules, scope) when qualified
84 or seek experts to develop specifications
Manage work order systems by developing and implementing on an
85 ongoing basis.
86 Establish an emergency preparedness plan.
Provide or oversee provision of community services (e.g., security)
87 according to Board policy.

88
89

90
21

92
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Include language in contracts that holds the contractor responsible for

93 legal counsel when necessary

94
Arrange for membership/board approval of contracts in accordance with
95 the governing documents
96 Provide feedback to the Board on contractor performance
97

Key Terms

law—
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806

808

810

36 necessary

37
70 Develop and implement safety programs

71
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76
87 according to Board policy.
98 employees
Implement the recruiting, selecting, hiring, and firing processes for
association employees in accordance with employee handbook and
99 applicable laws
100 Supervise the association employees
101
102 the
103
104 s
Review compensation and benefits for staff to ensure that they are
105
106

Key Terms
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Certified Manager of Community Associations

6402 Arlington Blvd., Suite 510
Falls Church, VA 22042
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