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 I.   Legal Authority (Condominium Act): Section 112 of the 
Condominium Act (MCL 559.212) specifically provides that 
Associations have the right to amend their documents 
concerning the rental of units or the terms of occupancy of 
those units.  

 II.   Statutory Safeguards and Requirements (Condominium 
Act): Regardless of the wording of a condominium’s particular 
set of documents, all condominiums benefit from, and are 
subject to, the lease requirements and safeguards set forth in 
Section 112 of the Condominium Act. 

 A co-owner intending to lease their unit must disclose that 
fact in writing to the Association at least 10 days before 
presenting a lease or otherwise agreeing to grant possession of 
a unit to a tenant.  

 A co-owner must also submit to the Association at least 10 
days before presenting a lease or otherwise agreeing to grant 
possession of a unit to a tenant a copy of the exact lease form 
to be used so that the Association can ensure that the lease 
complies with the condominium documents and the Act. 

 Once executed, the co-owner must provide the Association 
with a copy of the executed lease. If no lease is to be used, 
the co-owner is required to supply the Association with the 
name and address of the lessee along with the rental amount 
and due dates of any rental or compensation payable to the 
co-owner, the due dates of the compensation, and the term of 
the proposed arrangement. 

 Requires tenants to comply with all of the conditions of the 
condominium documents, and requires that all leases 
explicitly state this requirement. 

 Provides a remedy whenever a tenant fails to comply with the 
terms of the condominium documents.   

 Provides a remedy to collect rents from a tenant when the co-
owner is delinquent in the payment of assessments.  



 III.  Rational for Enacting Rental Restrictions 

 Retain the character of an owner-occupied, rather than rental, 
community. 

 Tenants may have invested less in their surroundings and therefore may 
not take as good as care of their homes.  

 Investor co-owners can often be difficult to locate, making 
communication difficult (especially as it relates to voting and 
maintenance issues).  

 Investor co-owners are often viewed as not being concerned with the day-
to-day operation of the community (e.g. trash removal, pets, etc.). 

 Financing  
 FHA, Fannie Mae and Freddie Mac all require 51% owner-occupancy 

within the community in order to provide financing. 
 Conventional lenders typically have internal underwriting 

requirements that prohibit loans in communities with over 30% rentals 
(although this % requirement may be flexible depending on the lender 
and the financial condition of the particular community).   

 Must reconcile the co-owner’s legitimate expectation of property rights 
with the Association’s interest in preserving the community itself.  

IV.       Types of Leasing Restrictions 

 A.  Total Ban  

 FHA does not permit total bans on leasing. 

 May discourage prospective purchasers that foresee looming personal 
issues (e.g. health, family or work) or have concern on the ability to sell 
units in a down market.  

 B. Rental Cap 

 Places a limit on rentals based on a percentage of the total units (e.g. 
only 20% of units may be leased at any given time). Caps typically range 
from 10% - 30%. 

 If the community is already beyond a desired rental cap, the community 
can only achieve the desired cap by attrition. 



 C.  Residency Requirements 

 Requires co-owners to reside in a unit for a specified period before they can rent 
the unit (e.g. Association will only approve a rental if the unit has been occupied 
as the co-owner's residence for a minimum period of at least 1 year immediately 
preceding the lease).  

 FHA does not permit minimum residency requirements.  

 D.   Limitations on Number of Units that can be Rented by an Individual 

 Prohibits a co-owner from leasing if the leasing of the unit would result in that 
co-owner leasing more than X unit(s) at any given time.  

 FHA may not permit limitations on number of units that can be rented by an 
individual. 

 E. Fees 

 Administrative fees for reviewing, approving and monitoring lease transactions.  

 Administrative fees for providing emergency service to a tenant due to the 
unavailability of the co-owner.  

 Fees must be directly related to an administrative cost.  

 F.  Hardship Exceptions: extraordinary circumstances can arise, such as financial 
distress, long-term hospitalization, reassignment of employment or military 
deployment, which could pose a hardship on co-owners to meet certain rental 
restrictions.  To the extent an association wants to enact lease restrictions, it 
should consider including hardship exceptions so that owner-occupants are not 
unduly penalized (again, one of the main rationales for enacting rental 
restrictions is to discourage investor purchases of units).   

 V.  Enacting Leasing Restrictions 

 Amendment to Master Deed (must be approved by 2/3rds of all co-owners eligible 
to vote and 2/3rds of the mortgagees).  

 Grandfathering: Section 112 of the Condominium Act mandates that any 
amendment concerning the leasing of units cannot affect the rights of any lessors 
or lessees under a written lease otherwise in compliance with Section 112 (i.e. 
the lease has been submitted to the Association for review and approval) 
executed before the effective date of any amendment.  



 VI.  FHA-Specific rental restriction issues  

 Transient tenancies prohibited (make sure your documents 
don’t permit the Board to permit leases for a term less than 
the required period). 

 Cannot totally ban the leasing of units. 

 Cannot require minimum residency before renting. 

 VII.  Enforcing Leasing Restrictions 

 Fines 

 Injunction 

 Eviction 

 VIII.  Keep Accurate Rental Records 
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Three categories of 
remedies: 

 Self-help 

 Fines 

 Injunctive Relief 



Always start any 
violation remedy with a 
politely-worded letter.  
Nine times out of ten, 
this will resolve the 
problem. 



Self-help: obtaining 
relief or enforcing a 
right without using legal 
processes. 

 Removing a “for sale” sign. 

 Towing a disabled or abandoned car. 

 Terminating or limiting services (e.g., 
pool access). 



Self-help remedies can 
be exercised as long as 
doing so does not 
“breach the peace” or 
require you to trespass. 



Fines:  a sum of money 
extracted as a penalty. 



MCLA §559.206(c): 

 A default by a co-owner shall entitle the 
association of co-owners to the following 
relief: 

 (c) Such other reasonable remedies the 
condominium documents may provide 
including … the levying of fines against 
co-owners after notice and hearing 
thereon … as provided in the 
condominium bylaws or rules and 
regulations of the condominium. 



“Notice and a hearing” 

 Notice of the nature of the violation.  A 
citation to the provision of the document 
being violated (quote it) and a 
description of the thing or behavior. 

 Hearing.  A gathering before the 
decision-making body (usually the board 
of directors) where evidence of the 
violation is presented. 



MCLA §559.208(1): 

 Sums assessed to a co-owner by the 
association of co-owners that are unpaid 
together with interest on such sums, 
collection and late charges, advances 
made by the association of co-owners for 
taxes or other liens to protect its lien, 
attorney fees, and fines in accordance 
with the condominium documents, 
constitute a lien upon the unit…. 



Links to Fines resolution 
and complaint form: 

 http://www.sowell-law.com/community-
association-
law/articles/fines_complaint.pdf 

 http://www.sowell-law.com/community-
association-
law/articles/fines_procedure.pdf 
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Injunctive Relief 

 An injunction is a judicial order that 
stops a person from doing something 
they are currently doing, or compels 
them to do something they are not 
currently doing. 

 Sometimes called a “restraining order.” 

 Violation of an injunction can subject the 
person enjoined to contempt of court. 



MCLA §559.206(a): 

 Failure to comply with any of the terms 
or provisions of the condominium 
documents, shall be grounds for relief, 
which may include without limitations, 
an action to recover sums due for 
damages, injunctive relief, foreclosure 
of lien if default in payment of 
assessment, or any combination thereof. 



MCLA §559.206(b): 

 In a proceeding arising because of an 
alleged default by a co-owner, the 
association of co-owners or the co-owner, 
if successful, shall recover the costs of 
the proceeding and reasonable attorney 
fees, as determined by the court, to the 
extent the condominium documents 
expressly so provide. 



How do I know which 
remedy to use when? 



Steve Sowell & 
Associates PLLC 
Steve Sowell & 

Associates PLLC 
2 Crocker Blvd. Suite 301 

Mount Clemens, MI  48043 
586-465-9529 

steve@sowell-law.com 
www.sowell-law.com 
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Round Table 

 Open to the Floor 



Thank You for Attending! 

Brought To You By:  

 

 

 

 

For any information on tonight’s Seminar, visit us 
Online at: www.CummingsManagement.com   

Toll Free: 800-965-5292 

Brighton: 806 W Grand River, Brighton, MI 48814 

Flint: 6190 Taylor Drive, Flint, MI 48507 

http://www.cummingsmanagement.com/
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