
COMMUNITY ASSOCIATION FINANCING & FDIC COVERAGE



TODAY’S OUTLINE

Good Candidates

Loan Scenarios

Proposal

Loan Structure

Closing

FDIC Coverage



A GOOD CANDIDATE

 Appropriate use

 $250,000 or more

 25 units or more

 Owner occupancy 60% or greater

 Delinquency levels

 No more than 15% of units over 30 days

 No more than 10% of annual assessments over 30 days



LOAN SCENARIOS

Loan Information                                                                        Option 1 Option 2 Option 3 Option 4 Option 5 Option 6

Loan Amount 450,000$              450,000$              500,000$               500,000$               1,000,000$            1,000,000$                 

Term (in months) 60 120 60 120 60 120

Spread on Rate 2.65% 2.65% 2.00% 2.00% 2.00% 2.00%

Interest Rate 6.87% 7.10% 6.22% 6.45% 6.22% 6.45%

Amortization (in months) 60 120 60 120 60 120

Monthly Payment 8,883$                 5,248$                 9,718$                  5,665$                  19,435$                 11,329$                      

Annual Debt Service 106,596$              62,977$               116,612$               67,976$                233,223$               135,952$                    

Investor / Rental limits

In the event any individual or organization owns 10% or more of the community additional due diligence will be 

required.  Owners will be required to show a debt schedule for units along with a rent roll evidencing adequate 

DSCR inclusive of any projected increase in maintenance dues.  

Loans ≤ $1,500,000 require annual management financials. Loans > $1,500,000 require audits.

Costs related to legal, UCC filing and other items required by the bank to be paid by borrower.  Estimated cost is 

$4,500.

General Terms / Credit Policy

Prepayment

Arrears limits

Ownership concentration

Financial Statement Quality

Closing costs

Open to prepay without penalty provided funds are generated from internal sources.  For refinance a yield 

maintenance provision applies. 

No more than 15% of total units or 10% of annual assessments over 30 days past due.  Calculations do not include 

legal, late or interest related costs.

Owner occupancy of 60% or greater is required.    



PROPOSAL

Items needed:

 Prequalification form

 Most recent available 

month-end financial report

 Arrears

 Cash Position 



PROPOSAL

Sample Proposal

 Note pricing metric

 Prepayment terms



LOAN STRUCTURE

Construction Draw to Term

 Start at $0

 Line of Credit (LOC) with payback period

 Interest only period

 Typically has 1% fee

 Converted to term loan at end of interest 

only draw period

Term Loan

 At closing, loan funds placed into 

controlled escrow account (fully funded)

 No interest only period

 Rate fixed at closing

 No fee

 Principal/interest (amortization) begins 

right away



Amount $1,000,000 Amount $1,000,000

Draw Period Years 1 Draw Period Years N/A

Est. Draw Period Rate 3.25% Draw Period Rate N/A

Commitment Fee 10,000.00$          Commitment Fee -$                    

Fixed Term Years 10 Fixed Term Years 10

Est. Fixed Term Rate 4.35% Est. Fixed Term Rate 4.35%

Fixed Term Payment $10,291.69 Fixed Term Payment $10,291.69
Est. Annual 

Payment (after int. 

only period) $123,500.24 Est. Annual Payment $123,500.24

Estimated Interest 

& Fees 259,898.24          

Estimated Interest 

& Fees 235,002.40       

Bal Prin Int Mthly Payment Bal Prin Int Mthly Payment

0 -                             1,000,000.00           

1 83,333.33                83,333.33            -               -                     993,333.31              $6,666.69 3,625.00     10,291.69        

2 166,666.67              83,333.33            225.69        225.69              986,642.46              6,690.85            3,600.83     10,291.69        

3 250,000.00              83,333.33            451.39        451.39              979,927.35              6,715.11            3,576.58     10,291.69        

4 333,333.33              83,333.33            677.08        677.08              973,187.90              6,739.45            3,552.24     10,291.69        

5 416,666.67              83,333.33            902.78        902.78              966,424.02              6,763.88            3,527.81     10,291.69        

6 500,000.00              83,333.33            1,128.47     1,128.47           959,635.62              6,788.40            3,503.29     10,291.69        

7 583,333.33              83,333.33            1,354.17     1,354.17           952,822.61              6,813.01            3,478.68     10,291.69        

8 666,666.67              83,333.33            1,579.86     1,579.86           945,984.91              6,837.70            3,453.98     10,291.69        

9 750,000.00              83,333.33            1,805.56     1,805.56           939,122.42              6,862.49            3,429.20     10,291.69        

10 833,333.33              83,333.33            2,031.25     2,031.25           932,235.05              6,887.37            3,404.32     10,291.69        

11 916,666.67              83,333.33            2,256.94     2,256.94           925,322.72              6,912.33            3,379.35     10,291.69        

12 1,000,000.00           83,333.33            2,482.64     2,482.64           918,385.32              6,937.39            3,354.29     10,291.69        

13 993,333.31              $6,666.69 3,625.00     $10,291.69 911,422.78              6,962.54            3,329.15     10,291.69        

14 986,642.46              $6,690.85 3,600.83     $10,291.69 904,435.00              6,987.78            3,303.91     10,291.69        

15 979,927.35              $6,715.11 3,576.58     $10,291.69 897,421.89              7,013.11            3,278.58     10,291.69        

16 973,187.90              $6,739.45 3,552.24     $10,291.69 890,383.36              7,038.53            3,253.15     10,291.69        

17 966,424.02              $6,763.88 3,527.81     $10,291.69 883,319.32              7,064.05            3,227.64     10,291.69        

18 959,635.62              $6,788.40 3,503.29     $10,291.69 876,229.66              7,089.65            3,202.03     10,291.69        

(12 Month Interest Only + 10 Year Term) (10 Year Term Loan - no interest only period)

Construction Draw to Term Loan Term Loan

$24,895.84

Additional interest 

& Fees



TERM LOAN 

Loan Account

 Fully funded at beginning

 Principal/Interest from the start

Controlled Escrow Account

 “Reserve Account” in Association’s name 

$1,000,000 to draw from and spend on 

projects

 Submit draw paperwork to:

 Pay vendors

 Reimburse for work already done

Bal Prin Int Mthly Payment

1,000,000.00           

993,333.31              $6,666.69 3,625.00     10,291.69        

986,642.46              6,690.85            3,600.83     10,291.69        

979,927.35              6,715.11            3,576.58     10,291.69        

973,187.90              6,739.45            3,552.24     10,291.69        

966,424.02              6,763.88            3,527.81     10,291.69        

959,635.62              6,788.40            3,503.29     10,291.69        

952,822.61              6,813.01            3,478.68     10,291.69        

945,984.91              6,837.70            3,453.98     10,291.69        

939,122.42              6,862.49            3,429.20     10,291.69        

932,235.05              6,887.37            3,404.32     10,291.69        

925,322.72              6,912.33            3,379.35     10,291.69        

918,385.32              6,937.39            3,354.29     10,291.69        



CLOSING

You

 Wait for email from closing team

 Updated financial info 

 QuickPay form 

 Flood Certificate

 Beneficial Ownership form

 Invoice for any fees

Association Attorney

 Review draft closing documents

 Will/Should coordinate signing of docs with 

board members



FDIC 
COVERAGE: 
BASICS FOR 
HOA BOARDS

Video: FDIC Deposit Insurance

https://www.youtube.com/watch?v=K87lSkrhr8g


FDIC COVERAGE: BASICS FOR HOA BOARDS

 FDIC protects deposits if an insured bank fails

 Coverage: $250,000 per depositor, per bank (Insured Depository Institution)

 Includes principal and accrued interest

 Example:

 HOA operating account = $180K → fully insured

 HOA reserve account = $400K → $70K insured / $330K uninsured



WHAT HOA FUNDS 
ARE COVERED 

 Covered: operating (checking), reserve (MMDA, savings, CDs)

 Example: Reserve funds in MMDA + CD at same bank are combined

 Not covered: mutual funds, bonds, investment accounts

 Key point: account type does not increase coverage



CONSUMER VS. HOA ACCOUNTS

 Unit owner accounts are separate from HOA accounts

 HOA treated as a business/association depositor 

 Account Ownership Category → “Corporation, Partnership, and Unincorporated Association”

 Example: 

 Owner: $200K personal account

 HOA: $200K operating account → Both fully insured

 Coverage is based on legal ownership → Ownership Category

 Single – Up to $250,000

 Joint – Up to $500,000

 Trust (Formal/Informal) – Up to $1,250,000 or $250,000 per beneficiary (max. 5 benf.)

 Joint POD (Husband & Wife) Benf. C1, C2, C3, C4 & C5 = $2,500,000 insured

 



HOA / CONDO ASSOCIATION COVERAGE

 Associations insured up to $250K per entity per bank

 Example:

 HOA reserve = $1,000,000 at one bank→ $250K insured / $750K uninsured

 All HOA accounts at same bank are aggregated

 Using multiple banks = separate coverage → Work with “four” separate banks or use ICS/ CDARS 

 Designed for large reserve balances above $250K

 Uses placement across multiple FDIC-insured banks

 Example: $1M reserve split across 4 banks → fully insured

 One banking relationship, full coverage

 Activates: Pass-Through Deposit Insurance Coverage



HOA RESERVE FUNDS — BEFORE VS AFTER ICS/CDARS

Before – Single Bank

 HOA Reserve Balance: $1,000,000

 Held at Anytown Bank

 FDIC Coverage: $250,000 insured/ 

$750,000 uninsured

After – ICS/CDARS

 Same $1,000,000

 Split across multiple banks

 FDIC Coverage: $1,000,000 fully insured



QUESTIONS/COMMENTS?

DRAMOS@NCB.COOP | 703-302-1490

mailto:dramos@ncb.coop
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