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After 35 years of personal experience in the residential and commercial real estate management 
industry, I have come to realize that some members of the board, for both cooperatives and 
condominiums, feel dissatisfied with their current managing agent.  They recognize the fact that a 
change is necessary, but many are unsure exactly how to go about obtaining a new one.

For this reason, I have compiled an outline illustrating an easier, more productive, way for board 
members to select a new managing agent.    

These six, short, easy to read chapters will outline what you need to know in order to understand 
the fundamental details of overseeing cooperative and/or condominium investments their re-
spective responsibilities. 

You will find detailed information outlining the managing agent’s specific financial obligations and 
the guidelines that must be followed when reporting the finances to the building accountant or 
the residents.  For example, before a managing agent quotes their fee, there is a list of questions 
that need to be asked in regard to how they arrived at that fee and what it represents.    

There is also information that will aid the members of your Board through the interview process.  
Asking relevant questions, with regard to specific issues inherent in a managerial position, is es-
sential to finding the right fit.  It will help to ensure that the Board will select the best real estate 
management company for their needs.

Once a selection has been made, we will then guide you through the contractual agreement.  Hav-
ing the knowledge of what the contract will contain, will eliminate avoidable, costly errors later.  
For example, it is imperative that the Board implement their terms and conditions into the con-
tract.  Many managing agent’s contracts provide a contract that is to their advantage.  We have 
included a chapter which outlines the terms and conditions before signing a managing agreement.   

Of course, after the contract negotiations have been completed, be sure the cooperatives/con-
dominiums attorney reviews the contract before signing. 

Once you have decided on a new managing agent, there is a transitional period between agents.  
Unfortunately, as with any change, comes a certain degree of confusion.  Many times, board 
members are reluctant to transition to a new property management company simply because they 
are unsure of how their bank accounts or building records will be transferred.  To eliminate such 
anxiety, we have included a clear, concise overview of how to prepare for this period, ensuring 
that these final steps go as smoothly as possible. 
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Chapter One:
What You Need to Know About Professional 
Residential Management:
Shareholders and owners of multi-residential properties are responsible for the management of 
their properties.  In a rental building, for example the responsibility and accountability fall to the 
landlord/owner. In, condominiums, townhouse/homeowners associations (HOAs), management 
responsibility falls to the individuals who own the property communally.  In co-ops, it is the 
shareholders.  The management of any residential property whether it’s a single, multi-unit 
building, a complex of multi-unit buildings, or a series of detached single family homes within an 
association – is a time-consuming activity.  It includes everything from collecting maintenance/
common charges and or rent, to making certain that the boiler functions properly, to complying 
with always changing local laws, city and municipality ordinances, laws and regulations.   It 
requires 24-hour-a-day, seven-day- a-week attention, and round – the-clock availability to handle 
emergencies whenever they occur.  In short it is a full-time job.  

The professional residential management industry has evolved to provide daily and ongoing 
management services to shareholders and unit owners who are themselves unable to devote 
round-the-clock attention and supervision to their investment.  The shareholders/unit owners 
democratically-elect owner representatives in the forms of Board of Directors, Board of Managers, 
and Association Boards, to engage professional residential management companies to implement 
their decisions and policies, and to help identify and facilitate the immediate, short and long-term 
goals of their investment/properties.

What a Professional Management Company Needs to Be Responsible For:

Ideally, the residential management company you engage for your property will be involved under 
your directions, with every aspect of your property’s operation.

Most management companies claim to offer the same basic services in exchange for a contracted 
fee, usually payable on a monthly basis.  But not all management companies are the same!

A full-service residential management company should be equipped to:

• Be responsible for the ongoing maintenance of your property, including the 
structural integrity, boilers/burners, energy conservation, elevators, security, 
water penetration leaks, laundry facilities, pool maintenance, etc.

• Establish, oversee, and implements effective preventive maintenance programs

• Supervise, hire and dismiss staff, create and manage job descriptions, work 
schedules and staff performance/evaluations.

• Oversee finances, the billing and collection of maintenance/common charges 
and/or rent; payment of utility bills, mortgage/taxes contractors/vendors, etc. 
Provide accurate financial statements on a regular monthly basis; 

• Distribute salaries to your property’s staff
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• Receive, interpret, and respond appropriately to violations; and to federal, state, 
and local laws and regulations governing your type of living environment

• Establish and maintain an accurate inventory and purchasing controls

• Maintain accurate, accessible files, records and financial books for your property

• Provide capital project planning and management assistance 

• Prepare for and attend regular and special Board meetings’ and promulgate 
timely notice for, and attend, annual and special meetings of your property’s 
owners

• Interact  knowledgeably and effectively with your property’s other 
professionals, including legal counsel, accountants, engineers, architects, and 
others

• Respond courteously, timely, and effectively to resident inquiries and concerns; 
and disseminate information to residents according to your instruction.

• Assist with contract negotiations

Your Board should review the services listed above.  Your Board should determine the level and 
types of services your property needs, and can afford, and then seek out those companies with 
proven histories of providing those services.

A company that quotes an attractively low manage fee may expect to make up the difference 
through your property’s use of its ancillary services are usually additional fees.  For example; 
mortgage brokerage, sales and rental brokerage.  You should bear this in mind when considering a 
new management company.
 



6Precision Management Group

Chapter Two:
Management and Your Property’s Finances:
While your property is foremost a residential environment, it is simultaneously a business that 
must operate within a budget and must be accountable to its owners.  As a board member, your 
responsibility to your property’s financial integrity is of paramount importance.

Boards depend on professional management in varying degrees for help managing their properties’ 
finances.  In general, it is legitimate to expect your management company to:  

• Collect, post, and deposit maintenance/common charge collections and all 
other receivables

• Record and remit payables in a timely and professional manner

• Keep track and pay staff salaries

• Prepare and monitor both an operational and a long-term major capital 
improvement budget; 

To accomplish these goals, most management companies maintain a staff of professional 
bookkeepers, each of whom may handle several client accounts.  The company’s Controller 
generally supervises the bookkeepers, and typically oversees both the company’s internal finances 
and the company’s financial services to its client portfolio.  In many cases, the Controller is a 
Certified Public Accountant (CPA) which is desirable. 

Generally, the most visible and quantifiable measure of a management company’s ability to 
monitor and manage your property’s finances is reflected in the monthly financial statement.  This 
is a monthly report of all financial activity within a property.  The statement should be prepared 
by the management company and presented timely to the Board.

Because many Board members are not themselves experts in accounting, any monthly financial 
statement prepared by management should be appropriately detailed yet simple and accessible to 
read. 

The Monthly Financial Statement prepared by management should:

• Include Statements of Operations which should contain a budget analysis 
reconciled to your  property’s bank statements, income, expense, cash flow, and 
necessary footnotes

• Contain clearly identifiable line items and specifically dedicated categories, so 
that anyone can easily find information required to make educated decisions

The Financial Statement should be presented several days prior to the regularly-scheduled 
Board meeting so members can review it and come to the meeting prepared to discuss it and ask 
appropriate questions about it. 
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In addition, a management company also should be willing and able to provide monthly, updated 
statement of arrears and should have the ability to enforce late payment and sublet fees.  Also, 
have the ability to track all sublets.

During a management interview, many companies will promise to custom-tailor your property’s 
monthly financial report according to your instruction.  Whether or not they actually will or even 
have the ability to do so is something you need to ascertain early.  You can do this by asking to 
see sample financial reports. 
 
Helpful Financial Guidelines to Remember:

Never give your management company unrestricted authority to handle your property’s finances.

Beware of companies that co-mingle their portfolio properties’ collections, disbursements, and/
or payroll accounts.

You have the responsibility to demand that the management company open bank accounts 
on behalf of your property under your property’s federal identification number only. You, as 
a designated Board member, share signatory rights with the management company on any or 
all of your property’s accounts.  A more unique approach is to reserve the sole signatory rights 
(generally between the Board President and Treasurer) to see original bills before they are paid,  
and to dictate to the management company special instructions for paying invoices, monitoring 
cash flow, making collections, and designing  your Financial Statements.

It is incumbent upon your Board to question and become familiar with the system of internal 
checks and balances established by any management company you consider engaging. 
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Chapter Three:
Determining Management Company Fees 
and Internal Operations:
An interesting aspect of the professional residential management industry is the wide disparity of 
fees charged. To correctly interpret the fees you will be quoted during your management search, 
it is helpful to understanding something about the fixed internal costs of operating a management 
organization.

Payroll, payroll taxes and employee benefits account for the largest internal operating expense.  
After that comes standard overhead: rent, office equipment, and other normal costs of doing 
business.

The fact is most management companies operate on a relatively tight profit margin.  That said, 
it’s important for you and your Board to be certain that any management organization you are 
considering is operating profitably. 

Every property is different. Beware of management companies that provide firm fee quotes to 
you before they have visited your property and discussed its unique management needs with you.   
You do not want to pay a fee so high that part of it goes to the management of another property 
within that company’s portfolio.  You do not want to pay a fee so low that it cannot support 
the services you need.  Also, you and your Board will want to be concerned of management 
companies that quote an unusually low contract fee.  In many cases, this can mean hidden costs, 
For example: mortgage brokerage, sales/rental brokerage, assisting with refinancing of your 
mortgage, legal matters, etc.

Regarding a management company’s internal operation, you can find out how well a company is 
operating internally by asking the following questions:

• How many properties do you service?  How many total units?

• How many full-and-part-time people do you employ?

• What is the average salary of your site professionals/managing agents?

• What benefits do you provide to your employees?

• What is the level of academic and professional education attained by the site 
professional/managing agent you intent to assign to our property, and what are 
his /her professional credentials?

• What is your formula for calculating your current fees? And how often does 
your fee increase?

• How will you afford to manage this property without detracting from service to 
the other properties you manage?

• For what services not included in your service menu do you charge extra?
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• What services will we lose if we negotiate a lower fee?

• Will you match the lowest management quote we get?  If so, how can you do 
that without reducing your promised services, and which services will we lose? 
If not, why not?

• Are there now, or have there ever been, any claims against your company’s 
errors and omissions policy?

• Has your company ever been, or is now, involved in any litigation with former or 
present clients?
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Chapter Four:
Search and Selecting a Management Company:
It would take far too much time and effort to interview every available management company. 
Base your opinion on experience, qualifications, strengths/weakness and their willingness to give 
toward your investment.

Do not rely on the size or frequency of advertisements to indicate a management company’s 
capabilities.  And for reasons of ethics, do not rely on vendors or contractors to recommend a 
company.

After you have identified the companies you would like to investigate, pass their names by your 
property’s outside professionals (such as legal counsel, accountants, engineers, architects, etc.).  
These individuals generally have experience working with several management companies in your 
geographical location, and for their own professional reasons, they should have your property’s 
best interests in mind. 

Using the techniques described above, either members of your Board or a management search 
committee can come up with a list of management companies to interview.

Once you’ve identified the management companies to investigate, review their website and enter 
your information on the contact page. 

Once contact has been made by one of the principals or an account executive of each 
management company you and your Board should arrange for an interview.  The right chemistry is 
essential between the Board, residents and your management company.
 
At your first interview, request references of various clients from their portfolio.  Once your Board 
has received references, do not just ask how they like the management company.  Ask for specific 
information about how the management company has performed for them.

When you’ve selected the management companies you want to explore further, contact the 
individual who you initially spoke to and arrange a second interview date for which the company 
principal, property manager and your Board can attend. Set aside sufficient time to ask and get 
answers to all your questions. 

When arranging your management interview schedule, your Board should determine in advance 
how much information you want and expect to get from each interview.  You should set an 
individual interview time limit and inform the candidate beforehand so that they know what to 
expect and can prepare accordingly.

Your Board should arrange all interviews for the same evening and schedule them one after the 
other.  The advantage to this is that all or most of your Board is together in one place at the same 
time and will be able to receive and review the same information. The disadvantage is that such 
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a schedule may not allow you the time to explore more fully the companies you want to get to 
know better.   Therefore, a final interview will be necessary.  

As with many competitive presentation situations, the first presenter is often forgotten as 
successive prospects make their presentations.  Hence, the importance of taking detailed notes 
cannot be overemphasized. 

When you set up the room where the interview will take place, arrange for enough seating 
to comfortably accommodate everyone who will be present.  Provide a table and any other 
appropriate presentation aids for the management company representative to use. 

Listen attentively to catch any discrepancies between what you’ve learned about the company 
at the first interview and what you are being told now.   When the management company 
representative has finished presenting, it’s your turn to ask questions.  This is the most important 
part of the interview. 
 
Here are some questions you may consider asking:

1. Why are they interested in managing our property?

2. Explain what their full-service management company is equipped to do at no 
additional charge

3. What additional services does their company provide, and what are the charges 
for them?

4. How many properties does their company manage?

5. How many properties has their company added in the last year?

6. How many properties are typically managed by their property managers 

7. What are the professional education, training, certification, and experience 
backgrounds of the property manager you are proposing for our property?

8. How long has your proposed property manager been with your company?

9. What type of in-house support and administrative assistance will our property 
manager get to service our property?

10. 1What role will the property manager   play in our monthly meetings?

11. Can we expect a written monthly Management Report at every regularly 
scheduled monthly meeting?

12. Who in their organization is ultimately responsible for our site professional/
managing agent’s performance?

13. What is the procedure for requesting a replacement of a property manager if we 
are dissatisfied with his/her performance?

14. Who will be responsible for overseeing our property’s finances?

15. Is their Controller a CPA?

16. Will you format monthly Financial Statements according to our instruction, or 
are all your reports uniform?
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17. Who owns your company?

18. What is the experience of your company’s principal(s)?

19. How accessible is the companies owners to their clients?

20. Will they provide us the home/cell phone numbers of our property manager?

21. How can we contact our property manager and/or your company’s principal(s) 
in the event of an emergency?

22. What is their emergency procedure?

23. What is their company’s purchasing policy and procedure for inventory 
controls?

24. What is their company’s major project bidding procedure? 

25. What quality assurance programs do they have in place?

26. What type of fidelity bond do they offer for our property’s protection?

27. How do they calculate their fee increases, and how often do they request them?

28. Is there an escape clause in their management contract?

Here are some good ways to get the management company representative talking, and to find 
out information you otherwise might not get:

• Review their website or local residential management industry publications.  
Bring this information of their ads to the interview and point out claims that 
they made in the ads.  Ask how those services work and how the company 
intends to implement them for your property.  Ask if the company will make 
those services a stipulated part of your management contract, if they aren’t 
already.

• Relate a situation in which you were dissatisfied with your existing or previous 
management company’s performance.  Explain the situation to the management 
company representative but don’t say how the other management company 
handled it.  Ask how the prospective management company would respond. 

• If it hasn’t already been done, ask the management company representative to 
arrange for a walk-through of your property, a meeting with your staff, and a 
written report of observations and recommendations. 

Your Board has now selected the management company you would like to engage, and have 
informed that company of your decision.  As a courtesy a member of the Board or your attorney 
should communicate to the management companies who interviewed thanking them for their 
time.

Your next step is to direct the principal of your chosen Management Company to submit a copy 
of their proposed contract to the Board and your property’s legal counsel for review. 

You will want to be certain that specific terms and conditions are clearly stated in the contract 
in order to avoid future misunderstandings.  Always be sure to include a thirty day clause to 
terminate your contract.
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Chapter Five
Specific Contract Terms and Conditions

• Areas of Responsibility

The contract should be defined as clearly as possible all areas of responsibility 
for the management company and the property manager.  These areas of 
responsibility should include but may not be limited to: financial; operational; 
long-term planning; labor and owner/resident/tenant relations.

• Property Staff Supervision

The contract should be clearly indicate that, while your property’s employees 
report directly to the designated property manager, they are nevertheless 
employed by your property.  Therefore, the contract must clearly state the 
property manager must seek and get approval from your Board before hiring 
or firing any individual in your property’s employ.   Be sure that any labor-
related problems or disputes be immediately report to the Board.  Maintain 
accurate employee records, i.e. evaluation reports, letter or reprimand or 
accommodations, etc. 

• Performance Indemnification and Management Company Insurance

The contract should indicate a clearly stated indemnification clause, which 
stipulates that the property manager assigned to your property shall be held to 
the standard of negligence.  If the management company insists on being held to 
the standard of gross negligence, which allows greater latitude for inappropriate 
or inadequate services, beware. 

The contract should contain a clearly defined outline of how your new 
management company intends to affect a smooth management transition.  
Either a member of the Board or your attorney must inform in writing the 
current management company that their contract will be terminated.  Typically, 
the cancellation terms are thirty days unless otherwise specified in your 
contract.  

Most important: In some cases there maybe sour grapes.  In these cases be sure to have your 
attorney provide written notice that no expenses other than “fixed expenses” be paid.  For 
example; contractors, suppliers, etc. without Board approval.
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Chapter Six
The Transition
Often, properties in transition find themselves in a kind of management limbo: no longer receiving 
total attention from the outgoing management company, and not yet fully integrated into the 
systems of the new management company.

Because the first month of transition is the most challenging for both a property and its new 
management, some companies will begin the transition process, including communicating with 
the outgoing management company, 30 days before their contract start date and at no charge to 
your property.  During this time, and until this transition has been successfully accomplished, it is 
particularly crucial for you and your Board to stay on top of things. 

Even with cooperation from the management firm you are replacing, you and your Board need 
to personally ensure that certain important files, documents, and information are immediately 
accessible to your new management company. 
 
They include but are not limited to your property’s:

• Multiple Dwelling Registration Cards

• 1098 Tax Information

• Mortgage and Tax Payment Schedules

• Rent rolls and tenant lists

• Outstanding resident arrearages

• Outstanding violations

• All existing contracts and warranties/guarantees from vendors/contractors

• All documents regarding your property’s relationship with outside professionals 
(e.g., legal counsel, accountants, etc.)

• Individual property labor agreements

• Outstanding payables

• Banking and investment account information

• Outstanding resident complaints/work requests 

• Minutes book

• All other documents pertaining to your property’s ongoing operation

Either you or a designated Board member should personally inform staff of the change in 
management, and explain that, while existing policies still prevail, there will probably be a change 
in the style of management and supervision. Staff and the new property manager should be 
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allowed time to get acquainted so that an environment of mutual respect can be established. 

As for your property’s residents, it is appropriate for the Board or their attorney to inform them 
of the change in management in a timely and informational letter.  This letter should introduce 
the new management company, explain why it was chose, introduce the name and qualifications 
of the new property managers, and provide all appropriate telephone numbers, addresses, and 
contact information.

Residents should be informed of a meet the managers meeting shortly after the transition 
whereby the residents can ask questions regarding communication procedures, and of how they 
can communicate their complaints and concerns.
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The Board must be in control of their property Management Company.  

Ultimately, the board expects their managing agent to perform their duties in the best interest of 
their cooperative or condominium. Unfortunately, not all management teams are the same, so it is 
the responsibility of the board to find the agent that best understands their requirements.  

After all, the board’s job is to protect its investment.  Unless you have a managing company in 
place that understands your needs, you will not be able to maintain a productive atmosphere.  

This Management outline serves as a guideline for board members to select, contract, and 
transition when hiring a new managing agent.  

Our goal is simple…to help you take this knowledge and transfer it into a team for optimal 
performance.


