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EASTERN GARDENS COOPERATIVE, INC. 

*MOST FREQUENTLY ASKED QUESTIONS* 
 

 

1. What is a housing cooperative? 
 
Answer:  A housing cooperative is first of all a corporation.  By law it becomes a “legal person” a 
creature of statute.  It can own property, borrow money, sue and be sued, pay taxes, etc.  Its power 
and limitations are defined by statute, (law), its articles of organization (i.e., its corporate charter), and 
its governing documents such as, bylaws, occupancy agreement, in-house rules…etc.  In turn, the 
cooperative is owned by shareholders who reside at the housing cooperative, (e.g. apartment or 
building complex, trailer park…etc.).  It’s formed when people join with each other on a democratic 
basis to own or control the housing and/or related community facilities in which they live.  Usually they 
do this by forming a not-for-profit cooperative corporation.  Each month they simply pay an amount 
that covers their share of the operating expenses of their cooperative corporation.  
 

2. As a shareholder what do we actually own? 
 
Answer:  The main distinction between a housing co-op and other forms of homeownership is that in 
a housing co-op you don’t directly own real estate.  But if you don’t own real estate, what exactly are 
you buying?  You are buying a share or a membership in a cooperative housing corporation.  The 
corporation owns or leases all real estate.  As part of your membership (being a shareholder) in the 
cooperative you have an exclusive right to live in a specific unit (this is established through an 
occupancy agreement or proprietary lease) for as long as you want, providing you don’t break any of 
the rules or regulations of the cooperative.  As part of your membership, you also have a vote in the 
affairs of the corporation, (e.g. board elections). 
 
3. What does the share or membership purchase price involve? 
 
Answer:  When you buy a share or membership with Eastern Gardens Cooperative, you are paying 
for just that, a share of the cooperative housing corporation.  The purchase price will vary depending 
on how big the unit is, and current membership fee, sometimes referred to as the equity buy-in price. 
 
4. Does Eastern Gardens provide share loans? 
 
Answer:  NO.  Every perspective buyer, (once approved), who does not have the monies readily 
available must obtain their own financing for the initial purchase of the share.  Example:  Let’s say 
you were going to buy a $300,000 home.  Most likely you would not be able to pay the seller in cash 
for the house.  Instead, you would pay a down payment, and you would get a mortgage from a lender 
to cover the rest of the purchase price.  In a co-op, since you are actually buying a share in the 
corporation rather than real estate, you get a type of loan called a share loan from a lender.  A share 
loan is like a mortgage.  It provides you with borrowed funds to buy the share from the seller.  You 
then make monthly payments on the share loan to the lenders and monthly carrying charge 
(operating expenses…etc) payments to the co-op.  As communities of people who share a financial 
obligation and responsibility for governing how they want to live together, it is important for Easter 
Gardens (EG) to ensure that incoming members can meet their financial obligation and will abide by 
the rules of the community and its governing documents. 
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5. What are the monthly charges for? 
 
Answer:  Almost all co-ops charge its members a monthly carrying charge (sometimes referred to as 
maintenance fees).  The amount of the monthly charge varies from co-op to co-op.  Eastern Garden’s 
(EG) carrying charges cover your proportionate share of operating expenses in the maintaining of the 
cooperative, depending upon the size of your unit.  Example of operating expenses include, mortgage 
payments, property taxes, maintenance costs, insurance, utilities, management fees, and 
contributions to reserve funds for Capital Improvement Projects (CIP) and General Operating 
Reserves (GOR). 
 
6. Do I pay real estate taxes? 
 
Answer:  Not directly.  Taxes are assessed on the cooperative corporation, which is the owner of the 
property.  Your monthly payments to the co-op are, in part, used by the co-op to pay the real estate 
taxes.  Even though you don’t pay real estate taxes directly, federal tax laws allow you to deduct your 
share (Pro-Rata Share) of the co-op tax payments, as well as the mortgage interest payments, on 
your personal income tax return.  Pro-rata share statements are provided to each EG member when 
they become available, usually in late February or early March and are based upon your unit size 
(i.e.1 or 2 bdrm). 
 
7. Being a Co-op are we still required to follow Fair Housing Laws and other state and local 

agencies, such as, fire, building, health and safety? 
 
Answer:  YES.  Being a co-op does not exclude us from current housing or building codes and 
federal, state and local laws or ordinances.  Example:  Lets say a restaurant was a co-op (and there 
are) would they be excluded from observing any health, safety, building, or fire codes?  Absolutely 
not.  Eastern Garden’s is not in the restaurant business but rather its charter or purpose is to provide 
affordable housing for families with low or moderate income.  Like any other form of housing, Eastern 
Gardens is required to comply with all fair housing laws including those which apply to protected 
classes listed in the Fair Housing Act, which includes race, color, religion, sex, familial status, national 
origin, or disability. 
 
8. Is Eastern Gardens Non-profit? 
 
Answer:  YES but not tax exempt.  Allow me to explain.  Under IRS Section 501 (c)(3) the IRS 
defines a nonprofit corporation that is formed for purposes other than generating a profit and no part 
of the organization’s income is distributed to its directors or officers can be considered as non-profit.  
Examples of common nonprofit corporations are churches, schools, charities, museums, hospitals, 
volunteer organizations, homeless shelters and civic associations.  Nonprofit corporations are formed 
to carry out a charitable, educational, religious, literary, or scientific purpose.  So you ask, do we meet 
these criteria’s? The answer is NO.  Conclusion, Eastern Gardens is not-for-profit, (i.e., no 
dividends, interest earned or income is distributed to its directors, officers or shareholders in 
accordance with its Articles of Incorporation Article VIII.  Therefore, because we do not meet the IRS 
criteria the corporation is taxed accordingly. 
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9. As a private corporation, are we required to observe The Brown Act? 
 
Answer:  NO.  The Brown Act was introduced to California and became law in 2003. Its purpose and 
function is to govern open meetings for local legislative bodies, this will include, city councils, boards 
of supervisors, and district boards.  Also covered are other legislative bodies of local government 
agencies created by state or federal law.  Private or nonprofit corporations or entities are covered 
only if: 

o A legislative body delegates some of its functions to a private corporation or entity; or 
o If a legislative body provides some funding to a private corporation or entity and appoints one  

of its members to serve as a voting member of entity’s board of directors. 
 

10.  Do I need renters insurance? 
 
Answer:  This for the time being is Optional.  Eastern Garden’s carries a blanket insurance policy 
that covers damage to the cooperative’s property from fire, water and other disasters.  The policy 
does not cover any damage to personal belongings inside your apartment unit.  Currently, Eastern 
Gardens has no current rules or policies that say each member is required to have renters insurance 
while residing at Eastern Gardens.  However, if necessary, the board of director’s does have the 
authority to create a rule that requires members to carry their own personal insurance.  Until such 
time, it is only recommended that each member obtain additional insurance to cover their personal 
possessions and personal liability in the event of an accident.  
 

11. What is Section 221 (d)(3) as stated in the Articles of Incorporation, Article II? 
 
Answer:  Section 221 (d)(3) “Mortgage Insurance for Rental and Cooperative Housing”, is mortgage 
insurance for rental and cooperative housing.  It insures mortgage loans to facilitate the new 
construction or substantial rehabilitation of multifamily rental or cooperative housing for moderate-
income families.  Its purpose insures lenders against loss on mortgage defaults and is used by 
nonprofit sponsors.  Under this section Eastern Gardens initially received 100% insure mortgage from 
HUD during its construction in 1971 and again when we refinanced in 2004.  Initially, the program 
allowed for a long-term mortgage (up to 40 years) and estimated replacement cost of the project. 
 

12. Why do we have the Regulatory Agreement? 
 
Answer:  When Eastern Gardens originally obtained the mortgage insurance from HUD (i.e., 1971) 
which allowed it to get better loan terms and a lower interest rate.  In return, we entered into a 
Regulatory Agreement with HUD and gave its lender (GMAC) a mortgage whose terms were written 
by HUD.  The Regulatory Agreement and the HUD mortgage form certain rights to regulate the 
cooperative’s operations and the right to approve or disapprove any amendments to the cooperative’s 
bylaws.  Those rights will go away as soon as the mortgage is paid off.  Nothing else will change 
unless the cooperative acts to make changes pursuant to the board and member democratic 
processes set forth in its bylaws and articles of incorporation and the state corporation’s law under 
which it was incorporated.  Examples of things Eastern Gardens routinely does because it is required 
to under the Regulatory Agreement include:  The hiring of a management company to oversee the 
day-to-day operations; deposits into a Replacement Reserve held by our lender CAPMARC, (formerly 
GMAC); escrowing money on a monthly basis to pay property taxes and insurance; paying no more 
than a HUD-regulated maximum for property management services and using certain terms in its 
property management contract; and completing its annual budget (and submitting it for HUD 
approval) at a certain time each year; annual inspections. (REAC, LALC, formerly CAHI). 
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13. Why did Eastern Gardens re-finance, who with, and how much? 
 
Answer:  After many years, (nine years to be exact), of not raising EG’s carrying charges and 
refunding monies back to the membership it took its toll on the bottom line of EG’s finances.  In 2002 
and 2003 EG Boards became concerned of our financial situation and the ability to make 
repairs/replacement of its infrastructure, (i.e. buildings and common areas). In order to infuse our 
financial situation and because of the economy, that is, percentage prices, the idea to refinance 
seemed the only viable solution.  After a few years of hard work by management and the board, it 
was not until October 2004 that the refinancing was finalized.  In order to get to that point, the 2004 
Board reviewed its options from three financial institutions, i) The Bank of Lodi, ii) Tri-Counties Bank, 
and, iii) GMAC. To help and assist the Board with a financial decision the Board formulated a 
Financial Committee enlisting four volunteers from the membership, who were provided with all three 
financial packages for their review and to recommend their best choice. GMAC, now (CAPMARC), 
was chosen by the committee and the board as well as being voted upon and approved by the 
membership for its low 6.75 percentage on commercial property while the others were in the 8% 
bracket. In order to obtain the low interest rate from GMAC they required that we have HUD insure 
the loan, so we did, which also required us to keep the regulatory agreement in-place. The amount 
borrowed was based upon EG’s annual income which entitled us to borrow $1.251m over a 20 year 
period, our first payment was on the 1st of December 2004. After all the expenses were paid, EG was 
able to bank $572,430.37 into its Reserve Replacement account, allowing EG to repair/replace its 
infrastructure, (i.e. new roofs on all buildings, outside painting on all buildings, new slurry seal on 
driveways and carports…etc.).    
 
14. What is Section 8? 
 
Answer: The Section 8 Program was authorized by Congress in 1974 and developed by HUD to 
provide rental subsidies for eligible tenant families (including single persons) residing in newly 
constructed, rehabilitated and existing rental and cooperative apartment projects. The rents of some 
of the residential units are subsidized by HUD under Section 8. All such assistance is "project-based", 
i.e.; the subsidy is committed by HUD for the assisted units of a particular Mortgaged Property for a 
contractually determined period. The Housing Assistance Program (HAP) Contracts specify the 
number of units in a particular mortgaged property for which Section 8 assistance will be provided. 
Under the HAP Contracts, HUD provides Section 8 rental subsidies to the project owners in an 
amount equal to the difference between the HUD approved rent (the "Contract Rent") for a particular 
assisted unit and the HUD required rental contribution from eligible tenant families. For Section 8 
assisted units for which the cost of utilities is not included in rent, the tenant rental contribution 
includes the amount of HUD's estimate of the average monthly cost of utilities and other services 
(excluding telephone) for the unit in question (the "Utility Allowance"). HUD as allotted Eastern 
Garden’s forty (40) project units to participate in the program; of that forty, EG has participated in the 
program since its incorporation and currently has twenty-one members on the program. 
 
15. Why does the board have executive closed session meetings? 
 
Answer:  Executive sessions are provided for by statute so that boards can address issues which 
involve privileged information or matters of a private nature. Civil Code §1363.05(b).  As a result, 
members do not have a right to attend executive sessions of the board.  Boards may go into 
executive session for the following matters: 

http://www.davis-stirling.com/../../../../Laws/DavisStirlingAct/CivilCode136305/tabid/879/Default.aspx
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Legal Issues.  Current and potential litigation matters may be discussed in executive session. This 
preserves attorney-client privilege, litigation strategy and settlement strategies.  
The association's attorney does not need to be present either in person or by phone for the board to 
meet in executive session to discuss legal issues. 
Formation of Contracts.  So as to avoid unfair bidding practices, the board may meet in executive 
session to review bids and vote on contract proposals (termination of contracts is also a 
consideration). 
Disciplinary Hearings.  Boards meet in executive session for all disciplinary hearings. The 
accused member is entitled to attend the executive session. 
Personnel Issues.  Personnel matters include, but are not limited to, hiring, firing, disciplinary 
matters and performance reviews. 
Who May Attend Executive Session?  Directors, managers, recording secretaries, association 
attorneys, members subject to disciplinary action as well as witnesses called by either side (but only 
for that portion of meeting involving them), and others invited by the board (such as vendors bidding 
on a project) may attend executive sessions. 
 
16. Can I rent out my apartment? 
 
Answer:  NO. Eastern Gardens Occupancy Agreement Article 8, “No Subletting without consent of 
Corporation”, clearly defines that members are not to sublet his/her dwelling unit without the written 
consent of the Corporation.  
 

17. Can I make modifications or improvements to my apartment? 
 
Answer:  YES & NO. Eastern Gardens Occupancy Agreement Article 13, “Alterations and Additions”, 
“The member shall not without the written consent of the Corporation, make any structural alterations 
in the premises or in the water, gas or steam pipes, electrical conduits, plumbing or other fixtures 
connected therewith, or remove any addition, improvements, or fixtures from the premises.”  
 
18. Why is it necessary to make amendments to our governing documents? 
 
Answer:   The argument that you should wait because laws are constantly changing means we will 
never update our documents. The flow of new laws never stops. It's like the person who never buys a 
computer because he is afraid that as soon as he does, it will be outdated. That is a terrible argument 
for not buying a computer or restating documents. When it's time to update your documents, we 
should do it. Cost Effective. Restating an older set of bylaws or occupancy agreement is much more 
cost-effective and less confusing than adding a large number of amendments. A restatement is the 
complete replacement of any one of our governing documents such as our bylaws or occupancy 
agreement with an up-to-date document. 

19. Is Eastern Gardens governed by Robert’s Rules of Order during board meetings or other order of 
business, such as elections? 

Answer: Robert's Rules have been widely adopted by private organizations throughout the world. 
However, there is no requirement that board and committee meetings be conducted under Robert's 
Rules or any other system of parliamentary procedure. Strict adherence to Robert's Rules in board 
meetings can be unwieldy. Boards are free to use more flexible procedures, unless the association's 
governing documents require otherwise. Membership Meetings. Unlike board and committee 
meetings, membership meetings (whether annual or special) must be conducted in accordance with a 
recognized system of parliamentary procedure. Civil Code §1363(d). Although Robert's Rules of 

http://www.davis-stirling.com/MainMenu/MainIndex/AttorneyClientPrivilege/tabid/1461/Default.aspx
http://www.davis-stirling.com/MainIndex/TerminationofContracts/tabid/2560/Default.aspx
http://www.davis-stirling.com/MainMenu/MainIndex/HearingsinExecutiveSession/tabid/1736/Default.aspx
http://www.davis-stirling.com/MainMenu/Statutes/CivilCode1363/tabid/875/Default.aspx
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Order is the most widely used system, others may be used. As a practical matter, most association 
meetings are not conducted in accordance with any system of parliamentary procedure unless the 
meetings become contentious, at which point parliamentary procedures are invoked. Our EG 
membership meetings are conducted in accordance with our Bylaws Article IV Section 8 “Order of 
Business”. Eastern Gardens is not governed by Robert’s Rules of Order but rather by our own 
governing documents, especially when it comes to the elections of the board of directors. EG has not 
adopted any provisions or parliamentary procedures from Robert’s Rules of Order. 
 

 


