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BORROWING MONEY THE PAINLESS WAY

Community aisociations must comply
with their documents and Connecticur law when
applying for and approving a loan. The following
are some items an association should consider before
beginning this process,

Many condominium and homeowner
associations in Connecticut are now borrowing
money to finance capital repairs and
improvements. Often, associations begin the
process of applying for and approving the loan
without the assistance of legal counsel. They
sometimes miss some necessary step in the
process, and must suffer the delay,
embarrassment and expense of having ta begin
the approval process all over again.

The requirements for applying for and
approving a loan vary from association to
association, depending on the terms of each
association’s documents. However, the following
are some items any association should consider
if it intends to borrow money. OF course, we
recommend seeking advice from legal counsel
before beginning the process.

General Items to Consider

The Connecticut Common Interest
Ownership Act gives your association the power
to borrow money. It also gives your association
the power to pledge its right to collect furure
common charges as collateral for the loan.
However, this power must also appear in the
declararion.

To enter into a valid and binding loan
transaction, your association must be in
compliance with its own documents, the
Common Interest Ownership Act and, ifitisa
corporation, the Connecricur Revised Nonstock
Corporation Act. The loan transaction itself
must be approved by your association’s board,
and in most cases by the unit owners, as required
by the declaration. Virtually all associations
created prior to 1984 must amend their

declarations to enable them to pledge common
charges as collateral for the loan.

ftems thm'rea' 1’7)' Lenders

Lenders generally require that your
association prove that it is in complianee with
its documents and applicable law. This proof
includes the following;

* A certificatc of corporate existence
from the Office of the Sccretary of
the State of Connecticur;

* A certificate signed by one or more
officers of your association,
certifying that you are empowered
to enter into the loan transaction,
and have properly completed the

adoption process; and

* An opinion letter from your
association’s attorney, certifying
that he or she has reviewed your
documents and records, including
the records of the mectings at
which the loan transaction was
approved, and that you have taken
all of the necessary steps, and are
in full compliance with all legal
requitements nocessary to enter
into the loan.

The lender will not close the loan
until the necessary steps have been taken and
your association’s attorney can furnish the
required opinion letter.

Avoiding the Pitfalls

When most associations borrow
money, they are do 50 to misc moncy for needed
repairs. Your association may already have a
contractor lined up who is waiting for the loan
to close before beginning work, Sometimes,
the worl has already begun and your association
needs to closc the loan to make payments o
the contractor, as required by the agreement
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