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Declarants/developers should take notice that a recent decision
handed down by the Pennsylvania Commonwealth Court in
Laurel Road Homeowners Ass’n v. Freas, has established that
declarants/developers now owe a common law fiduciary duty to
an association until the declarant/developer has relinquished
control of the association. This fiduciary duty is independent and
separate from any statutory duties arising under the Uniform
Planned Community Act.
In Laurel Road Homeowners Ass’n, the association consisted of a
nine-unit planned community known as the “Ridings at Newlin”
located in Chester County. The Freas were the developers /
declarants of the community. From November of 2006 until July
of 2010, the Freas transferred lots to third-party purchasers but
did not relinquish control to the association until January 2014.
The association filed a three-count lawsuit alleging that the
Freas engaged in malfeasance and / or misfeasance during the
period when they solely and exclusively developed the planned
community and controlled the association. At Count I of the
complaint, the association proceeded on the common law
theory that Freas failed to exercise good faith and / or breached
fiduciary duties and also violated statutory provisions of the
Uniform Planned Community Act (“UPCA”). Count II asserted
that Freas breached the statutory warranty against structural
defects in common areas pursuant to the UPCA and Count III
asserted a claim for unpaid assessments pursuant to common
law contract principles and violations of the UPCA.
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The trial court ruled that the Ridings at Newlin qualified as a
“small planned community” under the UPCA, and only certain
sections of the UPCA were applicable. Because the structural
warranty protection of the UPCA was not one of the applicable
sections, the trial court concluded that the association could not
assert a claim for breach of the statutory warranty against
structural defects. The trial court also determined that the
association’s claim against Freas for unpaid assessments under
the UPCA failed because that section of the UPCA did not apply
to a small planned community. In addition, the trial court
determined that provisions of the Declaration indicated that
Freas had no duty to pay the assessments. Therefore the
association could not pursue a breach of contract claim against
Freas under the Declaration.
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However, the trial court found that because the association
had surrendered substantial control of the association to Freas
with respect to the operation of the Ridings at Newlin, and that
Freas exercised control, this created a confidential relationship
giving rise to fiduciary duties owed by Freas.
Examples of Freas’ conduct cited by cited by the trial court
included:
• Not allowing unit owners to participate in the
governance of the association or have members of the
executive board elected by unit owners;
• Not keeping any financial records for the association;
• Not preparing annual financial statements for the
association;
• Not making financial and other records available for
examination by any unit owner and authorized agents;
• Not holding meetings of the Association that included
the attendance by unit owners;
• Not creating and maintaining a reserve fund for the
association;
• Not calling a special meeting of the association to secure
unit owner approval for the transfer of control of the
association from the Freas to the unit owners;
• Seeking to amend the Declaration without providing any
explanation of the impact of that amendment to the unit
owners, which included the removal of a declared unit
and a reapportionment of the common expense liability;
• Transferring the common title and ownership to a
common area prior to the completion of the common
area or the involvement of the unit owners in the
operation of the association; and
• Excluding the association from knowledge of all aspects
of the operation of the association and its ongoing
obligations prior to January 14, 2016.
The trial court awarded the association a total of $59,588.00 in
damages to repair the common area private roadway, replace
and/or amend the existing Declaration and replace subdivision
plans. The trial court ruled that the Freas committed numerous
actionable breaches of their fiduciary duties and classified
them into two general categories: (1) failure to properly
manage and operate the association and (2) failure to
complete necessary common areas. In particular, the trial court
found that Freas filed, created, and/or drafted a Declaration,
three sets of Bylaws, and plats and plans that contained
multiple deficiencies; failed to keep operational records and
provided the unit owners with deficient community documents
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and; failed to maintain and complete the common area
private roadway.
On appeal, Freas argued that the trial court erred in
concluding that Freas owed the association a fiduciary duty to
act in good faith, emphasizing that the association had no
similar claim under the UPCA. In response, the
Commonwealth Court, citing prior appellate court cases,
ruled that the UPCA did not bar the association from pursuing
common law claims against Freas. The Commonwealth Court
ruled that until a declarant/developer relinquishes control to
an association, the declarant/developer owes the association
and its members a fiduciary duty noting that “a developer is
liable to a homeowners’ association for breach of the basic
fiduciary duty to act in good faith, exercise proper
management, and avoid conflicts of interest.”
TAKEAWAY
Declarants/developers of planned communities should pay
attention. Laurel Rd. Homeowners Ass’n v. Freas illustrates
that during the period of declarant control, declarants/
developers exercise substantial if not total control over the
management and operation of an association and therefore
act in a fiduciary capacity. This duty is owed in dependent of
any statutory duties imposed under the UPCA. For example,
Section 5411 requires that declarants warrant against
structural defects in structures constructed, modified, altered
or improved by or on behalf of a declarant. Section 5414
creates certain obligations on a declarant to complete and
restore a planned community.
In addition to the statutory duties arising under the UPCA,
declarants/developers now owe a common law fiduciary duty
to an association and its members. This duty extends until the
declarant/developer relinquishes control of the association. A
declarant/developer who violates its fiduciary duties in the
operation and management of the association may face
liability to the association. Although Laurel Rd. Homeowners
Ass’n involved a planned community, declarants/developers
of condominiums should also pay attention as it is likely that
the Commonwealth Court would extend its ruling to
condominiums if presented with similar facts.
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