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TIME TO FOCUS ON COLLECTIONS

During a recession, ii is
especially important for an
assoctation to establish, and
follow, an appropriate collection
policy.

Whenever there is a downturn in
the economy, most community
associations see an increase in
delinquent accounts. Some unit
owners stop paying their common
charges on time while others stop
paying them all together. Some
decide to walk away from their
units and simply wait until either
the association or their mortgage
company begins a foreclosure.
Still others wait as long as they
can and then file for bankruptcy.

A community association has
only one major source of funds:
the common charges paid by its
owner-members. If one owner
doesn’t pay his or her share, the
shortfall must be made up by the
other owners. If an owner gets
into financial difficulty and his or
her unit is foreclosed on, either by
the association or by the
mortgage company, the
association will ordinarily not be
able to recover all of the unpaid
common charges. Under the
Connecticut Common Interest
Ownership Act, the association’s
lien has only a lirmited priority
over first and second mortgages.
As a practical matter, the

association will usually be able to
recover only an amount equal to six
months common charges, plus its
attorneys’ fees and costs. In
Connecticut it is seldom possible to
complete a foreclosure within six
months of the time a unit owner
stops paying and so, if the
association does not act promptly to
collect past due common charges, 1t
increases the likelihood that it will
not be able to collect these common
charges n full.

THE IMPORTANCE OF A
COLLECTION POLICY

Every association should have a
clear written collection policy to
guide its officers, its manager, and
its attorneys in collecting unpaid
common charges. The policy
should be adopted by the board
after notice and an opportunity to
comment is given to all of the unit
owners. The collection policy
should be publicized and it should
be followed.

THE CONTENTS OF
THE POLICY

The collection policy should, at a
minimum, contain the following:

. The date on which each
payment is due (ordinarily the
first of the month).

& The date after which a late
charge will be imposed. Most
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“Every
association

| | should have a
clear, written

| collection
policy to guide
officers,
managers and
atforneys in
collecting
unpaid common
charges.”
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associations impose a late charge
on the tenth, fifteenth, or twentieth
of the month. Late charges
typically run between fifteen and
twenty-five dollars per month.
Some documents, particularly
older ones, set specific limitations
on how much the association can
charge.

. A schedule of late notices.
Sometimes people are on vacation
or forget to send in a check, and,
every once in a while, a check
actually gets lost in the mail. For
this reason it is important that an
association send one or two
reminders before taking serious
action. The late charges, by the
way, are intended to defray the
cost of the late notices. The policy
should make it clear that while the
association will make every
attempt to send late notices, it is
the responsibility of the unit
owner to see that the common
charges are paid on time, and the
failure of the association to send
the late notices called for in the
policy will not excuse the umt
owner from paying the common
charges or prevent the association
from taking legal action to collect
the outstanding balance.

. The policy should explain when
an account will be murned over 1o

the association’s attorneys for
collection. We recommend that
an association forward an account
to its attormeys as soom as the
account is two months in arrears.

. Once the account has been
turned over to the association’s
attorney, all communications
with the unit owner concerning
the account should be through
the attorney’s office. This will
ensure that the unit owner
cannot play the association off
against its lawyer and that the
association at all times speaks
with one voice.

. All charges for special services,
fines, and other unusual charges
must be fully documented. If the
charge requires a board resolution,

make sure that the resolution is |

clearly reflected in the board
minutes. If the fine can only be
imposed after notice to the unit
owner and a hearing, make sure
that notice has been given and the
hearing has been held and is
reflected in the minutes.

If your association does not have a
collection policy and would like
assistance in preparing and adopting
one, please let us know. If you would
like to learn more about the services we
provide in collecting common charges,
we would be more than happy to talk to

you about it. — i —_—

The Case of the Noticeably Short Notice

Recently, our office won a case
in the Appellate Court which
emphasized the importance of an
uninterrupted flow of common charges
for an association. The Court also, for

the first time at this level, set out what
happens when an association fails to

follow the budget ratification procedures |

set out in its documents. The decision

was a great victory for the association,
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