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Dear Condo Smarts: Our strata corporation is 
about to proceed with a major facelift of our 
property. We are undertaking an upgrade to 
windows, painting the building, and reroofing all 
four of our buildings, each with 28 units. Several 
of our owners have asked council to look into the 
possibility of borrowing funds for the repairs and 
we have contacted the credit union we do banking 
services with but they have indicated we are not 
eligible for a loan. We have recently seen 
information to the contrary, and a neighbouring 
strata has borrowed funds from a private lender, 
although we think the rate is atrocious. First of all, 
can a strata borrow funds in the same way an 
owner takes a mortgage to buy a unit? How and 
what are the best ways to set the payment 
schedule? Is it best through a special levy or 
through our monthly strata fees? John Alton, 
Burnaby 
 
Dear John: Yes strata corporations can most 
definitely borrow funds, and they can borrow large 
amounts. There are several banking institutions in 
the province who lend to strata corporations for 
major construction and upgrades. Your strata 
council should first start with a complete 
construction report on the scope of work you 
intend to conduct, and once you have established 
an accurate cost estimate, it is time to start 
shopping around for the best service and best 
rates. Provided the ratio of the loan, versus the 
capacity of value is not excessive, the rates 
should be competitive at a commercial level, and 
the terms of repayment can be five to ten years. 
The repayment of the loan can be done by one of 
two methods; special levy(ies) that would proceed 
until the loan is paid, or as an expense to the 
annual operating budget, where the collection of 
the monthly fees would include the value of each 
strata lot’s loan payment by unit entitlement. 
 

Depending on the term of the loan, value of the 
loan, and your management administration costs 
it may be more economical and efficient to 
approve the loan as part of the operating budget 
and monthly fees. If the repayment is short term 
and a fixed rate with no variables, then a special 
levy may be the appropriate decision.  
 
The strata corporation enters into a loan 
agreement, which is a contractual document that 
will grant the lender the first priority of receipt of 
special levies or strata fees. Because the strata 
cannot mortgage common property, this is the 
security required by most lenders to insure that 
they have the legal authority to collect on behalf 
of the strata corporation in the event that the 
strata corporation defaults on the loan. 
 
Before you enter into a loan agreement you will 
first need the approval of the owners of your 
strata by 3/4 vote for the value of the loan, terms 
and conditions of the loan, and the period of the 
loan. It is critical for the owners of the strata, the 
strata council and the lender, that the 3/4 
resolution is properly written and reflects all of the 
conditions and payment schedules of the loan. A 
strata council should seek legal advice on the 
writing of the 3/4 resolution, and the loan 
negotiations. If the resolution is not properly 
worded owners may be exposed to changes in the 
loan rates or terms that they did not approve, and 
the council and the lender may not be granted the 
authority necessary to execute the loan or take 
proper action for collections. When negotiating a 
loan, it is critical to identify what the monthly 
payments will be in the repayment schedule. And 
don't forget the economics of the loan repayment. 
It may have seemed like a good idea to borrow 
the funds, until you discover the payments have 
raised strata fees or a special levy by $300-$500 
per month. 


