HOA Budget Planning Worksheet

Purpose, Application, and User Instructions

Purpose of the Tool

The HOA Budget Planning Worksheet is designed to help an association's Board of Directors develop its annual
operating budget using current financial information rather than simply increasing the prior year's budget by a
fixed percentage.

The worksheet combines current-year financial performance, annualized estimates, the existing approved
budget, proposed adjustments, owner assessment calculations, and reserve planning into one planning tool.

Its purpose is to give the Board a clearer picture of:

¢ Where the association is expected to finish the current year.

¢ How current spending compares with the approved budget.

¢ What expenses should reasonably be expected in the coming year.

e How proposed budget changes affect owner assessments.

¢ Whether reserve contributions appear adequate for anticipated future expenditures.

e Where future reserve funding shortages or potential special assessments may develop.

This worksheet is a planning and decision-support tool. It does not replace the association's accounting records,
reserve study, governing documents, professional accounting advice, or applicable Florida statutory
requirements.

PART | — OPERATING BUDGET PLANNING

Step 1 — Enter the Planning Information

Begin by entering the basic information requested at the top of the Budget Template, including:
e Association name.
e Budget period.
¢ Number of units.

¢ Number of months of actual financial activity being used.

The number of complete months is particularly important because the worksheet uses this information to
annualize the association's current financial activity.

For example, if six months of actual financial information has been entered, the worksheet can project that
activity over a full 12-month period.

This provides the Board with an Annual Estimate Based on 12 Months rather than requiring the Board to rely

only on the original budget.



Step 2 — Enter Current Financial Information

Using the association's most recent financial statements, enter the applicable year-to-date income and expense
amounts into the worksheet.

Whenever possible, the account numbers and descriptions should correspond with the association's existing
chart of accounts.

The worksheet then annualizes the year-to-date activity based upon the number of months completed.
Example
If an expense totals $6,000 after six months, the worksheet may project approximately $12,000 for the full year.

This does not mean the association will necessarily spend $12,000. It provides a planning estimate that the Board
can evaluate against known contracts, seasonal expenses, historical spending, and anticipated changes.

Step 3 — Compare the Annual Estimate to the Current Approved Budget

The worksheet places the projected annual activity alongside the association's Current Year Approved Budget.
This comparison is important because it allows the Board to identify accounts that appear to be:

e Tracking close to budget.

¢ Trending above budget.

¢ Trending below budget.

¢ Nolonger necessary.

e Underfunded.

e ltis likely to require adjustment in the next budget.

The Board should review significant differences rather than automatically accepting the calculated annual
estimate.

Some expenses do not occur evenly throughout the year. Insurance, landscaping projects, professional services,

annual contracts, repairs, and other expenditures may occur at specific times and therefore require Board
judgment.

Step 4 — Develop the Proposed Budget
The worksheet provides a calculated starting point for the proposed budget.
The Board can evaluate each income and expense category and determine whether an adjustment is appropriate.
Consider:
e Existing contractual obligations.
e Expected vendor increases.

e Insurance changes.
o Utilities.



e Maintenance requirements.

e Professional services.

e Administrative expenses.

e Planned projects.

e Inflation or known price increases.
e Changes in association operations.
e Reserve funding requirements.

The objective is not simply to reproduce the current year's spending. The objective is to develop a realistic
estimate of what the association will require to operate during the coming year.

Step 5 — Use the Manual Override When Necessary

Not every budget decision can or should be determined by a formula.

The Manual Override area allows the user to increase or decrease an individual budget category when the
calculated amount does not adequately reflect what is expected for the coming year.

For example, the Board may know that:
e Alandscaping contract will increase.
e Aninsurance premium has already been quoted.
e Arecurring repair expense will disappear.
e A new service will be added.

e A professional services contract will change.

Enter the appropriate positive or negative dollar adjustment. The worksheet will incorporate that adjustment
into the proposed final budget.

The manual override therefore allows Board knowledge and actual information to supplement the
mathematical forecast.

UNDERSTANDING THE FINAL BUDGET

Once the proposed budget has been developed, the worksheet calculates the resulting financial effect.

The Board can review the proposed final budget together with the calculated impact on owner assessments.
Depending upon the association's assessment structure, the worksheet provides calculations such as:
Monthly Increase — the change expressed on a monthly basis.

Quarterly Increase — the corresponding change in a quarterly assessment.

Annual Increase — the annual financial effect.

Increase/Decrease Percentage — the percentage change compared with the current assessment or budget.

This allows the Board to see the owner’s impact on its budget decisions while the budget is still being developed.



Instead of completing the budget first and asking afterward, "What does this do to assessments?", the Board can
evaluate that effect throughout the planning process.

PART Il — RESERVES PLANNER

The Reserves Planner intends to complement the operating budget by helping the Board examine the timing and
funding of major future expenditures.

Reserve planning should not be viewed only as determining this year's reserve contribution. The Board should

also understand when major components are expected to require replacement and whether sufficient funds
are projected to be available when those obligations mature.

Step 1 — Enter Reserve Components

Enter the major reserve components applicable to the association.

For each component, use the information available from the association's reserve study, engineering
information, historical records, professional estimates, or other reliable documentation.

The information should include the applicable:
e Reserve component.
e Estimated replacement cost.
o Useful life.

e Remaining life.

The worksheet uses this information to establish the anticipated maturity or replacement year.

Step 2 — Enter Reserve Funding Information

Enter the applicable reserve balance and planned annual contribution information.
These amounts establish the resources expected to be available to fund future reserve expenditures.

The worksheet then carries the reserve activity forward through future years.

Step 3 — Review the Maturity Forecast

The Reserves Planner projects when reserve components are expected to mature.

This allows the Board to look beyond the next budget year and identify periods when significant expenditures
may occur.

This is especially important when several major components are scheduled for replacement within a relatively
short period.

A reserve balance that appears adequate today may not necessarily be adequate when those obligations become
due.



Step 4 — Review the Projected Funding Requirement

The worksheet compares projected reserve resources with anticipated component expenditures.

As annual contributions are added to reserves and anticipated expenditures occur, the forecast recalculates the
projected position.

Where projected reserve resources are insufficient to meet anticipated obligations, the worksheet can identify a
potential funding shortfall.

This provides the Board with an early-warning planning mechanism.

A projected shortfall does not automatically mean that a special assessment will be required. It indicates that
the Board should investigate the projected funding conditions and determine whether changes may be
necessary.

Possible responses could include adjusting future reserve contributions, revisiting replacement-cost assumptions,

obtaining an updated reserve study, modifying the timing of a project where appropriate, or considering other
lawful funding alternatives.

Recommended Annual Budget Process

For best results, the worksheet should be used as part of a structured annual budgeting process:

1. Update current financial information.
Use the most recent reliable year-to-date financial statements.

2. Review the annualized forecast.
Identify unusual or misleading projections.

3. Compare forecast to the current approved budget.
Investigate significant differences.

4. Review contracts and known future expenses.
Replace estimates with known amounts whenever possible.

5. Develop the proposed operating budget.
Adjust each account based on expected needs.

6. Review reserves.
Update component information, contributions, balances, and anticipated expenditures.

7. Review owner assessment impact.
Determine the monthly, quarterly, and annual effect of the proposed budget.

8. Review the complete budget as a Board.
The worksheet should support the Board's discussion and decision-making process—not replace it.



9. Have appropriate professionals review areas requiring professional expertise.
Accounting, legal, insurance, engineering, reserve, and tax matters should be reviewed by the appropriate
qualified professionals when necessary.

10. Adopt the final budget in accordance with the association's governing documents and applicable
requirements.

Important User Practices

Enter information only in designated input cells.

Cells containing formulas should not normally be changed. Formula protection helps preserve the calculations
and integrity of the worksheet.

Do not assume every annualized calculation is correct for budgeting purposes.

Annualization is a forecasting technique. Seasonal, annual, one-time, and unusual expenditures require individual
review.

Use known information whenever available.

A current insurance quote or executed vendor contract is generally more useful for budget planning than a
mathematical projection based solely upon prior expenditures.

Review reserves and operations together.

Operating expenses determine what the association needs to function today. Reserve planning helps determine
whether the association is preparing for tomorrow.

Both affect the association's overall financial requirements.

What This Tool Is Designed to Accomplish

The HOA Budget Planning Worksheet is intended to turn budgeting from a once-a-year accounting exercise into a
structured Board planning process.

It helps the Board move through a logical sequence:

Actual Results - Annual Forecast - Current Budget Comparison - Proposed Budget - Board Adjustments -
Final Budget - Owner Assessment Impact - Long-Term Reserve Outlook

The formulas perform the calculations.
The Board provides the judgment.

Used properly, the worksheet gives the Board a repeatable process for developing, reviewing, explaining, and
documenting the association's annual financial plan.
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