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THE BOARD’S JOB

To Protect, Maintain and
Enhance the Value of the Assets
The assets are comprised of the buildings and
grounds, property values, financial health of the
community, and residents’ perception of their
quality of life while residing in their community.

Owners are Actually Happy
CAI 2016 National Survey

87%
84%

69%
88%

of residents rate their overall community association experience
as positive (65%) or neutral (22%).
say members of their elected governing board ''absolutely/or for
the most part, serve the best interests of their communities.”
say their community managers provide value and support to
residents and their associations.
say their association's rules protect and enhance property
values (66%) or have a neutral effect (22%); only 5% say the rules harm
property values.

These findings objectively refute the unfounded and unsubstantiated
myth that the community association model of governance is failing to
serve the best interests of Americans who choose to live in commoninterest communities.

The same study noted that 70% of respondents noted that a positive
Association experience was a result of Effective Board Leadership.

The Annual Budget and
Disclosures are required by Civil
Code Section 5300
The Annual Budget and related disclosures are required by Civil Code Section
5300 to be distributed between 30 to 90 days before the fiscal year end, and
shall include:
1. A pro forma operating budget, showing the estimated revenue and expenses on
an accrual basis
2. Summary of the association’s reserves prepared pursuant to section 5565
3. Summary of the reserve funding plan and note that the full study is available by
request
4. Summary of the association’s insurance policies
continued

The Annual Budget and
Disclosures are required by Civil
Code Section 5300
5. Statements about:

•

Any outstanding loans with a term of more than one year

•

Deferred maintenance of any component with a remaining life of 30 years or less

•

Plans to levy special assessments including the amount, commencement date
and duration

•

The means by which the Board will fund reserves to repair or replace major
components

•

The procedures to calculate reserves with respect to those major components
for which the association is responsible

•

FHA and VA approval status

6. Policy Statement, including
• Official Communications Contact Information page
• Request for Annual Notice of Address, Representative and Rental Status
• Location for Posting General Notices
• Notice of Option to Receive General Notices by Individual Delivery
• Notice of Board Minutes Access
• Mailing Address for Overnight Payment of Assessments
• Governing Document Enforcement Policy/Schedule of Penalties
• Assessment Collection Policy
• Notice of Assessments and Foreclosure
• Internal Dispute Resolution (IDR) Rights
• Alternative Dispute Resolution (ADR) Rights
• Welcome Packet, Rules, Architectural Standards and Forms, Schedule of Fees

The requirements for disclosures continue to expand every year.
Boards should consult with their manager and corporate counsel.

RESERVES: 3 YEAR PLAN
Sample HOA

THE RESERVES
The first step in the process is to
order your reserve study update:
an accounting update or the
required physical inspection at
least every three years.
Order your update at least six (6)
months before the fiscal year end.

Use your last study and notate
what work was done and the
actual cost.

30 YEAR FUNDING SCENARIO
Sample HOA

THE RESERVES
• Once you’ve confirmed that the
component list is accurate, the
funding plan should be
reviewed.
• This HOA has no increases for
three years but does not achieve
100% funding over 30 years.

What do you want your
reserves to look like?

Think about the following while compiling the
data for your budget:
• What improvements could be made to your
community?

OPERATIONS
Once you’ve completed the
reserve funding portion of the
budget, the next step is to
compile the data for the
operations

• What lies in the future for your community?
• Does the Board have a long term plan?
Multi-year budgeting? Facilities plan?
• How has your community changed in the
past decade?
• How will it change in the next decade?
• Improving a sense of community – funding
for a social event?
• Utility and insurance expenses are the most
likely to vary widely year over year

OPERATIONS
Start with a multiyear history of the
budget; projections
versus actual
expenses

OPERATIONS
(continued)

THINGS BOARD MEMBERS STRUGGLE WITH
Assessment Increases

Fiduciary duty
Catastrophes
Mid-year increases

Borrowing from Reserves
Regular Cost of Living Increase
Costs don’t go down

Pay now or pay more later
Deferred Maintenance

THINGS BOARD MEMBERS CAN DO
Raise assessments annually
Bureau of Labor Statistics Inflation Calculator
2% January 2019 over prior year
Future owners shouldn’t be burdened with today’s expenses
When replacing reserve components, invest in longer lasting
better quality products to reduce the frequency for
repair/replacement
Add green technology solutions
Think about other sources of income

QUESTIONS?

THANK YOU FOR YOUR TIME!
This slide limits our contract liability – read it: This program is not endorsed

by anyone. Friends and family of this organization and their affiliates not eligible.
Must be present to win. Past performance does not guarantee future results –
your results and mileage may vary. Valid in the 48 contiguous states, Guam,
Puerto Rico and the US Virgin Islands. See website for complete contest details. It
is not politically correct. Your comments are welcome, but we may not listen. We
could be wrong, but we don’t think so. Have a nice day. Keep your humor and
your wits about you. We wouldn‘t belong to any club that would have us as a
member. The one saying it can’t be done shouldn‘t get in the way of the one
who is doing it. If opportunity doesn‘t knock, build a door. Success is the one
unpardonable sin against one’s fellows. Courage is grace under pressure.
Please place all candy wrappers, popcorn boxes and soda containers in the
receptacles provided in the lobby. The “Fasten Seat Belt” sign is off – you are
now free to move about the cabin.

