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P.L.1993, CHAPTER 3D, approued January 29. J993 

1992 Senate No. 217 (Flr.t Reprint) 

J A.N A.CT conceming the administration and management of 
2 planned real estate developments, amending and supplementing 
3 P.L.19", c.419 (C.45:22A-21 et seq.)., 4 

5 BE IT ENACTED by the Senate and General A.sembly 0/ the 
6 State 0/ New Jersey: 
7 1. (New section) A developer subject to the registration 
8 requirements of section 6 of P.L.19",c.419 (C.45:22A-26) shall 
9 organize or cause to be organized an association whose obligation 

10 it shall be to manage the common elements and facilities. The 
11 association shall be formed on or before the filing of the master 
12 deed or declaration of covenants and restrictions. and may be 
13 formed as a for-profit or nonprofit corporation. unincorporated 
14 association. or any other form permitted by law. 
15 2. (New section) a. Subject to the master deed, declaration of 
16 covenants and restrictions or other instruments of creation, the 
17 association may do all tha t it is legally enti tied to do under thfl 
18 laws applicable to its fonn of organization. 
19 b. The association shall exercise its powers and discharge its 
20 functions in a manner that protects and furthers the health, 
21 safety and general welfare of the residents of the community. 
22 c. The association shall provide a fair and efficient procedure 
23 for the resolution of disputes between individual unit owners and 
24 the association. and between unit owners. which shall be readily 
25 available as an alternative to litigation. 
26 1d. The association may assert tort claims concerning the 
27 common elements and facilities of the development as if the 
28 claims were asserted directly by the unit owners individually.1 
29 3. (New section) a. The form of administration of an 
30 association organized pursuant to section 1 of P.L. • c. 
31 (C. ) (now pending in the Legislature as this bill) shall 
32 provide for the election of an executive board, elected by and 
3:J responsible to the members of the association pursuant to section 
34 4 of P.L. ,c. (C. ) (now pending in the Legislature as this 
35 bill), through which the powers of the association shall be 
36 exercised and its functions performed. ,	 37 b. Subject to the master deed, declaration of covenants and 
38 restrictions, bylaws or other instruments of creation, subsection 
39 d. of this section, and the laws of the State, the executive board 
40 may act in all instances on behalf of the association. 
41 c. The members of the executive board appointed by the 

EXPLAHATION--H,tt.r .neloStd In bold-f,e.d br,ek.t, [tllul) 'n til,
,boy. bill II not .n,ct,d ,nd il lnt.nd.d to b. oeltt,d In til, " •. 

Nltt.r und,rlln.d 1bM1 Is new -att.r.
 
t-tt.r ."clol.d In lup.rlcrlpt nueer,ll h,s bt.n .dopt.d 'I fol1owl:
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1 developer shall be liable as fiduciaries to the owners for their 
2 acts or omissions. 
3 d. Durin. control of the executive board br the developer. 
4 copies of the annual audit of association funds &hall be available 
5 for inspection by owners or their authorized representative at the 
6 project site. 
7 4. (New section) The by-laws of the association, which shall 
8 initially be recorded with the master deed shall include, in 
9 addition to any other lawful provisions, the following: 

10 a. A requirement that all meetings of the executive board, 
11 except conference or working sessions at which no binding votes 
12 are to be taken, shall be open to attendance by all unit owners, 
13 and adequate notice of any such meeting shall be given to all unit 
14 owners in such manner as the by-laws shall prescribe; except that 
15 the executive board may exclude or restrict attendance at those 
Ifi meetin~s, or portions of meetings, dealing with (1) any matter 
17 the disclosure of whir.h would consti tute an unwarranted invasion 
18 of individual privacy; (2) any pending or anticipated litigation or 
19 contract negotiations; (3) any matters falling within the 
20 attomey-client privilege. to the extent that r.onfidentiality is 
21 required in order for the attorney to exercise his ethical duties liS 

22 a lawyer, or (4) any matter involving the employment, 
23 promotion. discipline or dismissal of a specific officer or 
24 employee of the association. At each meeting required under this 
25 subsection to be open to all unit owners, the participation of unit 
26 owners in the proceedings or the provision of a public comment 
27 session shall be at the discretion of the executive board, minutes 
28 of the proceedings shall be taken. and copies of those minutes 
29 shall be made available to all unit owners before the next open 
30 meeting. 
31 b. The method of calling meetings of unit owners, the 
32 percentage of unit owners or voting rights reqUired to make 
33 decisions and to constitute a quorum. The bylaws may, 
34 nevertheless. provide that unit owners may waive notice of 
35 meetings or may act by written agreement without meetings. 
36 c. The manner of collecting from unit owners their respective 
37 shares of common expenses and the method of distribution to the 
38 unit owners of their respective shares of common surplus or such 
39 other application of common surplus as may be duly authorized by 
40 the bylaws. 
-II d. The method by which the bylaws may be amended. provided 
42 that no amendment shall be effective until recorded in the same 
43 office as the then existing bylaws. The bylaws may also provide a 
44 method for the adoption, amendment and enforcement of 
45 reasonable administrative rules and regulations relatins to the 
46 operation, use, maintenance and enjoyment of the units and of 
47 the common elements. includins limited common elements. 
48 5. (New section) a. Irrespective of the time set for developer 
-19 control of the association provided in the master deed, 
50 declaration of covenants and restrictions, or other instnunents of 
51 creation. control of the II88Ociation shall be surrendered to the 
&2 owners in the foUowin. manner: 
5:t (I) Sixty days after conveyance of 25 percent of the loti. 
&4 parcela, units or inter_tl, not fewer than 2& percent of the 
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1 members of the executive board shall be elected by the owners. 
2 (2) Sixty days after conveyance of 50 percent of the lots. 
3 parcels. units or interests. not fewer than 40 percent of the 
4 members of the executive board shall be elected by the ownerS. 
5 (3) Sixty days after conveyance of 75 percent of the lots. 
6 parcels. units or interests. the developer's control of the 
7 executive board shall terminate. at which time the owners shall 
8 elect the entire executive board; except that the developer may 
9 retain the selection of one executive board member so long as 

10 there any units remaining unsold in the regular course of business. 
11 b. The percentages specified in subsection a. of this section 
I:! shall be calculated upon the basis of the whole number of units 
13 entitled to membership in the association. The bylaws of the 
\4 association shall specify the number or proportion of voles of all 
1;; units conveyed to owners that shall be t'equired for the election 
lti of board members. Unless the bylaws provide otherwise. each 
17 unit Gonveyed to lin owner shall be entitled to one vote. A 
18 developer may surrtlnder control of the execut ive hoal'd of Ihe 
19 association before the time specified in subsnction a. of Ihis 
:W sllI:tion. it' the owntlrs agree by illllajority vote to "SSlUlIt! conti'll/. 
21 G. Upon asslIIlllltion hy the oWllers of contl'lll IIf Ihl~ w<w:1I1 iv(' 
22 board of the as.<;"cialioll. thl) dl~vdopl)r .'ihall I'lIrl!lwil!l IIt:livl:1' 10 

:!:I tIm assllt:i:llioll "II ill:IIIS ;11111 Ilot:tlllWlltS '":l'lillf!1I1 III IIIl' 
:.!4 association...,uc;h as. hut nllt limited til. a I:IIJlY III' Ihl! mile.,lm 
25 deed. rleclaration of covenants and restrictions. dllcunmnts III' 
26 creation of the assot;iati(~I. bylaws. minute book int:luding all 
27 minutes. any rules and regulations. association funds and an 
28 accounting therefor. all personal property, insurancf! policies. 
29 government permits. a membership roster and all contra(:ts and 
30 agreements relative to the association. 
31 d. The association when controlled by the owners shall nol 
32 take any action that would be detrimental to the sale of units hy 
]3 the developer, and shall continue the same level of maintf!nance. 
34 operation and services as immediately prior to thllir assumption 
35 of control. until the last unit is sold. 
36 e. from the time of conveyance of 75 percent of the lots. 
:17 parcels. units. or interests. until the last lot. parcel. unit. or 
:18 interest in the development is conveyed in the ordinary courSll III' 
3n business. the master deed. bylaws or declaration of covenants and 
-UI rmitrit:1ior.s shall not relluirf! that more than 7;; percllnl of tilt! 
-ll votes f!Otitled to be cast thereon be cast in thf~ affirmative I'llt a 
42 (;hange in the hylaws or regulations of the association. 
43 r. The developer shall not be pennitted to Cllst any votes 
44 allocated to unsold lilts. parcels. units. or intmnsts. in ordllr III 
45 amend the master deed. bylaws. IIr any other document. for the 
4fi purpose of f:han~ing the permittfld use of a lot. par(:r.I. unit, or 
41 intert!st. lIr for the purpose of reducing the common dmlltmts IIr 
48 fucililies. 
4!t 6, (New sf?(;tion) The Commissioner of Community Affairs 
50 shall cause to be propared and distributed. for the U5tl and 
51 
52 
f,:l 

54 

guidam:e of 8110ciat ions, "xecutlve boards and "drnini!lt rottll'll. 
elCplanatory m.terlals and JUidelines to assist thtlm in achiHvinM 
proper and tirnely compliance with the requirements or P. L. 
I:. (C. J (now pendlnl In the l.egislature as this bilU. Su(:h 

I 
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1 guidelines may include the text 01 model bylaw proVISIons
 
2 SUl185ted or recommended for adoption. Failure or refusal of an
 
3 association or executive board to mOe proper amendment or
 
4 supplementation of its bylaws prior to the effective date of
 
5 P.L. • c. (C. ) (now pendilll in the Le8islature as this
 
6 act) shall not. however. affect their obli8ation of compliance
 
7 therewith on and after that effective date.
 
8 1. Section 3 of P.L.19". c.419 (C.45:22A-23) is amended to
 
9 read as follows:
 

3. As used in this act Wlless the context clearly indicates 
11 otherwise: ,
12 a. "Disposition" means any sales. contract. lease. assignment.
 
13 or other transaction concerning a planned real estate
 
14 development.
 
15 b. "[)eveloper" or "subdivider" means any person who disposes
 
16 or offers 10 dispose of any lot. parcel. Wlit. or inlerest in a
 
17 planned real eslale developmenl.
 
18 c. "Offer" means any inducement, solicilation. advertisement.
 
Hl or attempt to encourage a person to acquire a Wli t. parcel. lot. or
 

interest in a planned real estate development. 
21 d. "'Purchaser" or "owner" means any person or persons who 
2:! acquires a legal ur equitable inlerest in a Wlit. lot. or parcel in a 
23 planned real eslate developmenl. and shall be deemed to include 
24 a prospective purchaser or owner. 
25 e. "Stale" lIleans the Slate of New Jersey. 
26 r. "Commissioner" means the Commissioner of CommWlily 
27 Affairs. 
28 g." Person" shall be defined as in R.S.l:I-2. 
29 h." Planned real estate development" or "development" means 

any real property situated within the State. ,whether contiguous 
31 or not. which consists of or will consist of. separately owned 
3:! areas. irrespective of form, be it lots. parcels. Wlits. or interest. 
33 and which are offered or disposed of pursuant to a common 
34 promotional plan, and providing for common or shared elements 
35 or inleresls in real property. 
36 This definilion shall specifically include. but shall not be 
37 limited 10. property subject to the "Condominium Act" (P.L.1969. 
38 c.257. C.46:8B-l et seq.). any fonn of homeowners' association. 
39 any housing cooperative or 10 any community trust or other trust 

dllviel!. 

41 This definition shall be construed liberally to effectuate lhe 
42 purposes of this act. 
43 i. "Common promotional plan" means any offer for the 
44 disposition of lots. parcels. Wlits or interests of real property by a ,0.15 sin8le person or group of persons actin8 in concert. where such 
46 lots. parcels. Wlits or interests are contiguous. or are known. 
47 designaled or advertised as a common entity or by a common 
48 nOIl1f!. 

49 j." Advertising" meanS and includes the publication or causilll 
to be published of any infonnation offerins for disposition or for 

51 the purpose of causins or inducins any other person to purchase 
52 an IntnroRt in a planned real 8Itate development. includlnl the 
5J land sales contract to be used and any pIIotolrapbs or drawinas or 
M arUat' s representations or physical conditions or facilities on the 
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1 property existing or to exist by means of any:
 
2 (1) Newspaper or periodical;
 
3 (2) Radio or television broadcast;
 
4 (3) Written or printed or photographic matter;
 
5 (4) Billboards or signs;
 
6 (5) Display of model houses or units;
 
7 (6) Material used in connection with the disposition or offer of
 
8 the development by radio. television, telephone or any other
 
9 electronic means; or
 

10 (7) Material used by developers or their agents to induce 
11 prospective purchasers to visit the development. particularly 
12 vacation certificates which require the holders of such 
13 certificates to attend or submit to a sales presentation by a 
14 developer or his agents. 
15 "Advertising" does not mean and shall not be deemed to 
16 include: Stockholder commWlications such as annual mports and 
17 interim financial reports. proxy materials. registration 
18 statements. securities pmspectuses, applications for lisling 
19 securities on stock exchanges, and the like; all communications 
20 addressed to and relating to the account of any peNiOIl who hilS 
21 previously executed a contract for the purchilsf~ of Ihll 
:U. subdivider's lands I!xcept when directed to thn sale of ildditiollal 
23 lands. 
24 k. "Nonbinding rflservation agreement" means an agrCtmwnt 
25 between the devtlloper and a purchaser ilnd which may hI'! 
26 cancelled without penalty :>y either party upon written notice at 
27 any time prior to the formation of a contract for the disposition 
28 of any lot. parcel. unit or interest in a planned real estate 
29 development. 
30 1. "Blanket encumbrance" means a t rust deed. mortgage. 
31 judgment. or any other lien or encumbrance, including an option 
32 or contract to sell or a trust agreement. affecting a devfllopment 
33 or affecting more than one lot. unit. parcel, or interest therein. 
34 but does not include any lien or other encumbrance arising as the 
35 result of the imposition of any tax assessment by any public 
36 authority. 
37 m. "Conversion" means any change with respect to a real 
38 estate development or subdivision, apartment complex or other 
39 enti ty concerned with the ownership. use or management of real 
40 property which would make such entity a planned real I'!state 
41 development. 
42 n. .. Association" means an association for the management of 
43 common elements and facilities. organized pursuant to section 1 
44 of P.L. • c. Ie. ) (now pending in the Legislature as this 
45 bill). 
4ti o. "Executive board" means the executive hoard of an 
47 association. as provided for in section 3 of P. L~ • (:. -.;(""(c:.,:;.__.... 

411 U!Q.w pending in the I!egislature as this ac!). 
4!1 L"Unil" means any lot, parcel. unit or interest in a planned 
5U real estate development that is, or is intended to be, a separately 
51 owned area t~reof. 

52 (cf: P.L.1977. c.419, s.3) 
5:1 8. This 8cI shall take effect six months after enactment. 
54 except that sf!(~tion 6 shall take effect Immediately. 
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2 
3 Specifies fonna and procedures in administration of planned real 
4 estate developments. 
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~lat~ d~eJtJprneot or subdiv lSlOn. apartment complex or other
 
entity r;ono:med With !he ownership. use or mar.agement of real
 
(ll'CIpert)' whlr;h wfJuJd make such entity a planned real estate
 

'j? development. 
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~.40 o!R,!-~_~.. (C. -.l..fm!t pendinx in the Legislature as tltis 
11 billl 
12 u, ., executive board" means the executive board of an 
.n auocifltion. as provided for in section:) of P,L. I (;. fe. 
14 

4& 

46 

17 
4H 

'1!t 

!10 

)(now pendinKln the Legislature as this act). 
~mr:...!.Jleanfi any loti parcel, writ or interest in a planned 

£!!!.L!tstate deve~ment that is, or is intended to be. a separately 
f!~ned area t~~~~ 

(d~ P.L.1'177. 1:.419. 8.J) 

Ii. Thi5 al:! shaH take effect six months after enactment, 
excl.!pl that sf!chon 6 shall take effect immediately. 
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Thill bHl jJrovides certain standard administrative foms and 
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1 procedures for all planned real estate developments (PREDs), 
2 which include condominiums, cooperatives, and various other 
3 "common-interest communities" that combine individual 
4 occupancy of lots or units with commlUlal ownership and- 5 management of common elements serving those lots or units. 
6 These standards are intended to prescribe a consistency of 
7 manasement methods in all types of PREDs. and to safeguard the 
8 interests of the individual owners or occupants. 
9 This bill incorporates into statute law certain provisions 

10 already existing in the PRED regulations of the Department of 
11 Commwtity Affairs (DCA). It also incorporates into general 
12 PRED law certain provisions -- relating to the bylaws of lUlit 
13 owners' associations. the establishment of members' voting 
14 rights, the allocation and collection of common expenses, the 
15 amendment of association bylaws and the adoption, amendment 
16 and enforcement of rules concerning the common elements -­
11 that are now fOlUld only in the statute on condominiums. The bill 
18 also introduces a requirement that meetings of an association's 
19 executive board be open to all members of the association, with 
20 certain specified exceptions. 
21 The bill also requires DCA to prepare informative materials, 
22 including suggested "model" bylaw provisions, to assist existing 
23 associations in bringing their practices into conformity with the 
24 provisions bf this bill. 
25 
26 
21 
28 

29 Specifies forms and procedures in administration of planned real 
30 estate developments. 
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SENATE, No. 217
 

STATE OF NEW JERSEY
 

DATED: NOVEMBER 23,1992 

The Assembly Local Government Committee favorably reports 
Senate Bill No. 217 (1R). 

Senate Bill No. 217 (lR) addresses the transition of control over 
the common elements and facilities in planned real estate 
developments (PREDs) from a developer to an association composed 
of unit owners. PREDs include condominiums. cooperatives. and 
various other "common-interest communities" that combine 
individual occupancy of lots or units with communal ownership and 
management of common elements serving those lots or units. The 
procedures and standards set forth in the bill are intended to 
prescribe a consistency of management methods in all types of 
PREDs, and to safeguard the interests of the individual owners or 
occupants. 

The bill incorporates into statutory law certain provIsIOns 
already existing in the PRED regulations of the Department of 
Community Affairs (DCA). The bill adopts the DCA regulations 
which require a developer to organize an association to manage the 
common elements and facilities of the development and which 
establish a timetable for the transfer of cOJ'\trol of the association 
from a developer to unit owners. 

T~e bill also incorporates into general PRED law certain 
provisions -- relating to the bylaws of unit owners' associations. 
the establishment of members' voting rights, the allocation and 
collection of common expenses, the amendment of association 
bylaws and the adoption, amendment and enforcement of rules 
concerning the common elements -- that are now found only in the 
statute on condominiums. The bill authorizes associations to assert 
tort claims concerning the common elements and facilities of the 
development as if the claims were asserted directly by the Wlit 
owners individually. 

The bill introduces the requirement that meetings of an 
association's executive board be open to all members of the 
association, with certain specified exceptions. The bill also 
requires the association to provide a procedure for the resolution of 
disputes between unit owners and between unit owners and the 
association as an alternative to litigation. The bill also requires 
DCA to prepare and distribute informative materials and guidelines, 
including "model" bylaw provisions. to assist associations. executive 
boards and administrators in complying with the requirements of 
this bill. 



SENATE COMMUNITY AFFAIRS COMMITrEE 

STATEMENT TO 

SENATE, No. 217 
with Senate committee amendments 

STATE OF NEW JERSEY 

DATED: MARCH 5, 1992 

The Senate Community Affairs Committee reports favorably 
Senate Bill No. 217 with committee amendments. 

Senate Bill No. 217, as amended by the committee, addresses 
the transition of control over the common elements and facilities in 
planned real estate developments (PREDs) from a developer to an 
association composed of unit owners. PREDs include 
condominiums, cooperatives, and various other "common-interest 
communities" that combine individual occupancy of lots or units 
with communal ownership and management of common elements 
serving those lots or units. The procedures and standards set forth 
in the bill are intended to prescribe a consistency of management 
methods in all types of PREDs, and to safeguard the interests of the 
individual owners or occupants. 

The bill incorporates into statutory law certain provisions 
already existing in the PRED regulations of the Department of 
Community Affairs (DCA). The bill adopts the DCA regulations 
which require a developer to organize an association to manage the 
common elements and facilities of the development and which 
establish a timetable for the transfer of control of the association 
from a developer to unit owners. 

The bill also incorporates into general PRED law certain 
provisions -- relating to the bylaws of unit owners I associations, 
the establishment of members I voting rights, the allocation and 
collection of common expenses, the amendment of association 
bylaws and the adoption, amendment and enforcement of rules 
concerning the common elements -- that are now found only in the 
statute on condominiwns. The bill authorizes associations to assert 
tort claims concerning the common elements and facilities of the 
development as if the claims were asserted directly by the unit 
owners individually. 

The bill introduces the requirement that meetings of an 
association's executive board be open to all members of the 
association, with certain specified exceptions. The bill also 
requires the association to provide a procedure for the resolution of 
disputes between unit owners and between unit owners and the 
association as an altemative to litigation. The bill also requires 
DCA to prepare and distribute informative materials and guidelines, 
including "model" bylaw provisions, to assist associations, executive 
boards and administrators in complying with the requirements of 
this bill. 

The bill was amended by the committee to authorize PRED 
associations to assert tort claims concerning the common elements 
and facilities of the development as if the claims were asserted 
directly by the unit owners individually. 
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'Ibis bill was pre-riled lor introduction in the 1992 session 
pendina teclmical review. As reported, the bill includes the c:han&es 
required by technical review which has been perfonned. 
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LEGISLATIVE FISCAL ESl"IMATE TO 

[FIRST REPRINT) 

SENATE, No. 217 

STATE OF NEW JERSEy 

DATED: July 2, 1992 

Senate Bill No. 217 [1R), addresses the transition of control 
over the common elements and facilities in planned real estate 
developments (PREDs) from a developer to an association composed 
of unit owners. PREDs include condominiums, cooperatives, and 
various other "common-interest communities" that combine 
individual occupancy of lots or units with comm\Dlal ownership and 
management of common elements serving those lots or units. The 
procedures and standards set forth in the bill are intended to 
prescribe a consistency of management methods in all types of 
PREDs, and to safeguard the interests of the individual owners or 
occupants. 

The bill incorporates into statutory law certain provisions 
already existing in the PRED regulations of the Department of 
Community Affairs (DCA). The bill adopts the DCA regulations 
which require a developer to organize an association to manage the 
common elements and facilities of the development and which 
establish a timetable for the transfer of control of the association 
from a developer to unit owners. 

The bill also incorporates into general PRED law certain 
provisions -- relating to the bylaws of unit owners' associations, 
the establishment of members I voting rights, the allocation and 
collection of common expenses, the amendment of association 
bylaws and the adoption, amendment and enforcement of rules 
concerning the common elements -- that are now fOWld only in the 
statute on condominiums. The bill authorizes associations to assert 
tort claims concerning the common elements and facilities of the 
development as if the claims were asserted directly by the unit 
owners individually. 

The bill introduces the requirement that meetings of an 
association's executive board be open to all members of the 
association, with certain specified exceptions. The bill also 
requires the association to provide a procedure for the resolution of 
disputes between unit owners and between unit owners and the 
association as an altemative to litigation. 

The bill also requires DCA to prepare and distribute 
informative materials and guidelines, including "model" bylaw 
provisions, to assist associations, executive boards and 
administrators in complying with the requirements of this bill. 

DCA states that this bill would require updating of its current 
informative materials and guidelines issued under existing DCA 
regulations, including -, model" bylaw provisions, to assist 
associations, and executive boards to comply with the law. DCA 
indicates that it can absorb the additional responsibilities imposed 
Wlder this bill with its current personnel and printing resources, and ( 
therefore no additional State cost would be incurred. 
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The Office of Lepative Seme. (OLS) CQDCUl"S. 

nus lepative fiIGal .limate ba heeD pmduced by the Office 
of Leaislative Sel'Yices due to the failure of the Executive Branch 
to respond to our request for a fiscalllDte. 

This fiscal estimate has been prepared pwsuant to P.L.l9BO. c.67. 
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