Thursday, December 19",
2024, at 6:30 p.m.

TOWNHALL MEETING =i

1818 Rodeo Drive, Mesquite
Tx 75149




Call Meeting to Order

Introduction of Board of Directors
- Perla Bouche, President

- Shacquerra Hamilton, Vice President
- Francisco Prieto, Secretary

Introduction of Essex Association Management, L.P.
Representatives

- Sean Corcoran, Director of Operations
* Victor Corcoran, Assistant Association Manager
- Essex Support Staff

For Discussion Only- 2025 Budget Analysis
Questions & Answers

Adjournment



MEETING
CONDUCT

Respectful Participation: All attendees should speak
respectfully, listen to others without interruption,
and avoid personal attacks or disruptive behavior.

Time Limits: Each speaker will be given a specific
amount of time to share their comments or ask
questions (e.g., 2-3 minutes) to ensure everyone has
an opportunity to participate.

eStay on Topic: Comments and discussions should
remain relevant to the agenda items or community
issues to ensure productive conversations.

*One Speaker at a Time: Attendees should wait for
their turn to speak and use a microphone (if
available) to ensure clarity for all participants.




WHAT IS A
BUDGET?

A budget for a Homeowners Associatign (HOA) is a
financial plan that outlines the pro_]ected

income and EXPEILSES necessary to manage

and maintain the community’s common areas and
services for a specified period, typically one year. The
budget ensures that the HOA has sufficient funds to
meet its operational and maintenance obligations, while
also helping to manage assessments (fees) paid by
residents.

Variances refer to the differences between the
budgeted or expected amounts and the

actual amounts spent or received. In the
context of financial management, variances are used to
assess how well an organization, such as a Homeowners
Association (HOA), is managing its finances compared
to its planned budget.




BUDGET
ANALYSIS

Income and Expenses Overview: The budget was carefully reviewed
by examining both income sources (e.g., assessments, miscellaneous
income) and the various expenses incurred, ensuring alignment with
financial goals.

Segregation of Miscellaneous Income: Miscellaneous income was
separated from regular assessments to provide a clearer

understanding of the sources of funds and to improve the accuracy of
budget allocation.

Allocation of Common Expenses: All common area expenses, such as
maintenance and utilities, have been equally distributed among the
336 units, ensuring each unit's share of the collective costs is
appropriately accounted for.

Unit-Specific Expenses: Expenses specific to certain unit types have
been delineated based on the number of each unit type in the
community, allowing for accurate budgeting and cost allocation for
each unit group.

Shared Maintenance Reimbursement: The expense related to shared
maintenance easements has been calculated, factoring in both the
total cost and any necessary adjustments, with the reimbursement
appropriately reflected in the budget to account for variances.




CALCULATION OF
ESTIMATED INCOME 1 OF 2

The calculation of income for the association involves
close collaboration between the Management and Board
to ensure accurate budgeting and allocation of resources.
This process begins with an analysis of expected income,
including assessments from all units, as well as other
potential sources such as miscellaneous income.

Through this collaborative process, both Management
and the Board ensure that all income and expenses are
estimated accurately, allowing for a sustainable
financial plan that meets the community's needs while
maintaining financial stability.




CALCULATION OF
ESTIMATED INCOME 2 OF 2

*Collaboration Between Management and Board: The Board and Management work
together to review historical data, anticipated needs, and current financial goals.
Management provides detailed estimates of operating expenses, while the Board offers
strategic input on fee structures and financial priorities. This collaboration ensures that
both expected income and necessary expenses are accurately accounted for.

eEstimation of Expenses per Unit Type: The total expenses for the community are broken
down into common area expenses and unit-specific expenses. Common area expenses
(e.g., landscaping, maintenance, utilities) are shared equally among all 336 units. Unit-
specific expenses (e.g., for specific unit types such as townhomes, villas etc.) are
allocated according to the number and type of units, ensuring that each unit type's
expenses are proportionately covered.

Common Area Expenses: These expenses are shared equally across all units, and the
total cost is divided among the 336 units. The calculation accounts for typical
community-wide expenses such as general maintenance, insurance, and utilities.

*Unit-Specific Expenses: For unit-specific costs, the expenses are further broken down by
the number of units of each type. Each unit type is assigned a share of the expenses
based on its proportionate representation within the community, ensuring that the costs
are fairly distributed according to the unique needs and characteristics of each unit type.







UNIT-TYPE SPECIFIC
EXPENSES

These are costs that are directly related to the mamtenance, operation, or
repair of individual unit types within the community. Unit-t pe specific
expenses vary depending on the type of unit and are generally the
responsibility of the individual unit owner. Examples include:

Repairs and Maintenance specific to a unit-type, such as exterior of
building/roof or irrigation repairs.

Insurance premiums for exterior of building/roof of Townhomes.

Utility costs that are associated with the irrigation of Townhomes.

Personalized services like pest control, landscaping or window washing for
specific units.

These expenses are unique to each unit and are not shared with other
residents in the community.




COMMON EXPENSES

These are costs associated with the upkeep and maintenance of shared areas and
services that benefit the entire commumte'. Common expenses are generally
distributed among all units in the association, either equally or based on each
unit’s share of ownership. Examples include:

Landscaping and general maintenance for common areas like open spaces, and
entrances.

- Utilities for common areas, such as electricity for fountain or monuments, or water
for irrigation.

-Insurance covering common areas or shared liability.

Management fees for the overall administration of the community.

*Pool maintenance or cleaning services for shared amenities.

-Common expenses are typically shared equally among all units or proportionally

based on the size or type of unit, and they contribute to the overall functioning and
appearance of the community.




VARIANCE
POTENTIAL G&A

In reviewing the General and
Administrative (G&A) expenses,
particularly for Postage, Printing &
Reproduction, Collection Facilitation
Billed Back, Property Inspections, and
Legal Fees, the association recognizes
that these categories have a potential for
variance due to their nature and the
unpredictability of specific needs.



VARIANCE POTENTIAL G&A
1 OF 3

Postage: The estimated postage costs
are based on expected communication
needs, such as notices and
correspondence to residents. However,
variance may occur if there is an
unexpected increase in mailings due to
additional communications or special
projects. Additionally, changes in postal
rates or an increased volume of mail
can contribute to higher-than-
anticipated costs.

)

Printing & Reproduction: Printing and
reproduction costs are projected based
on routine documentation, such as
meeting materials, and other necessary
printing for residents. Variance
potential arises if additional documents
are required throughout the year (e.g.,
emergency notices or special reports),
or if printing prices fluctuate due to
changes in suppliers or paper costs.

)




VARIANCE POTENTIAL G&A
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Property Inspections: Property
inspection costs are estimated based
on scheduled inspections of the
community. However, variance may
occur if there are more frequent
inspections needed due to non-
compliance to CCR regulations or

investigate complaints.

Legal Fees: Legal fees are projected
based on anticipated legal services,
such as contract review, compliance

issues, and dispute resolutions.

However, these costs can fluctuate
significantly depending on any legal

matters that arise during the year,

such as litigation or complex legal

advice. As a result, the actual

expenses may vary from the estimate
if unexpected legal challenges occur. )




VARIANCE
POTENTIAL G&A
3 OF 3

In summary, while the association
provides an estimate for each of these
categories, actual expenses can vary due
to factors such as increased workload,
external price changes, or unanticipated
events requiring additional services. The
association will continue to monitor
these areas closely to adjust for any
significant variances.



VARIANCE
POTENTIAL

COMMON
EXPENSES

The common expenses for the HOA include
several categories with potential for variance,
particularly in areas such as non-contractual
replacement costs for landscaping, mechanical
or electrical items related to the irrigation
system, pool, and utilities.

While estimates for common expenses are
made, there is significant potential for
variance due to non-contractual replacement
needs, fluctuating utility costs, and the impact
of external factors like weather or emergency
repairs. The lack of complete historical data
for newer amenities like the pool adds another
layer of uncertainty, which will be addressed
once comprehensive financial data is available
after a full year of pool operation.



NON-CONTRACTUAL REPLACEMENT
COSTS (LANDSCAPING, MECHANICAL,
AND ELECTRICAL ITEMS)

Non-contractual replacement costs for landscaping
and mechanical/electrical components (such as for
the irrigation system or pool equipment) can fluctuate
significantly based on the condition of equipment or
unforeseen maintenance needs. For instance, if
irrigation systems require emergency repairs or pool
equipment experiences unexpected failure, these
costs can exceed initial estimates. As these expenses
are often unpredictable and not part of regular
contractual obligations, they present a substantial
variance potential in the budget.




UTILITY COSTS

Utility costs related to irrigation and the pool can
fluctuate due to various factors. Weather conditions,
such as extended periods of drought or high
temperatures, can increase irrigation demand,
resulting in higher water usage and related costs.
Additionally, since the pool is a recent addition to the
HOA’s financial responsibilities, there is no historical
data to fully account for its utility usage, including
water and electricity. These costs may vary depending
on pool usage, the time of year, and maintenance
needs, making it challenging to accurately estimate
utility expenses in the first year of the pool’s
operation.




HISTORICAL DATA
AND POOL EXPENSES

Currently, the association's historical financial data does
not fully reflect the actual usage for all amenities,
especially for newer additions like the pool. Since the pool

is a recent addition to the HOA's financial responsibilities,
there is limited data on its operational costs, such as
electricity, water usage, chemical treatments and
monitoring. Comprehensive data for the pool’s expenses
will not be fully realized until at least one year of usage,
making it challenging to accurately forecast future budgets
for this amenity. As a result, the first year of the pool’s
operation will serve as a baseline for more accurate
financial projections in future budgets.




VARIANCE POTENTIAL
COMMON EXPENSES
SUMMARY

In summary, while estimates for common expenses are
made, there is significant potential for variance due to
non-contractual replacement needs, fluctuating utility
costs, and the impact of external factors like weather
or emergency repairs. The lack of complete historical
data for newer amenities like the pool adds another
layer of uncertainty, which will be addressed once
comprehensive financial data is available after a full
year of pool operation.




Income And Expense
Variance Table



2025 Budget (Approved) 1 Of 3
Income (Assessments & Misc. Income)



2025 Budget (Approved) 2 of 3
Common Expense



2025 Budget (Approved) 3 of 3
Landscaping,Unit-type Specific, Shared Easement
& Reserves



AMENDING THE BUDGET 1 OF 4

Amending an HOA budget involves a structured process to adjust
financial plans due to unforeseen circumstances, changes in
projected income or expenses, or new needs within the
community. The steps for amending an HOA budget typically
follow a formal procedure that ensures transparency,
accountability, and proper approval by the board and, in some

cases, the homeowners. Below is a general approach to amending
an HOA budget.
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*Identify the Need for an Amendment: The need for an amendment can arise from various factors, such
as unexpected maintenance costs, changes in utility rates, unanticipated revenue, or adjustments in
projected expenses. A variance analysis may reveal discrepancies between the budgeted and actual
amounts, prompting the need for a revision.

*Review Governing Documents: Before making any changes, review the HOA’s governing documents
(e.g., the Declaration of Covenants, Conditions, and Restrictions (CC&Rs), Bylaws, or Articles of
Incorporation). These documents may outline the specific procedures for amending the budget,
including required approvals, notice periods, and member involvement.

*Prepare the Proposed Amendment: The Board of Directors, with input from the property management
company or finance commaittee, prepares the proposed amendment to the budget. This could involve re-
allocating funds between categories (e.g., shifting money from landscaping to pool maintenance) or
adjusting for new expenses or unexpected income. The revised budget should include:

* A detailed breakdown of the revised income and expense categories.

+ Justifications for each change, whether it’s due to increased costs, new projects, or adjustments
in reserve contributions.

Updated financial projections that reflect the changes.




AMENDING THE
BUDGET 3 OF 4

» Approval by the Board: The proposed amendment is typically reviewed and discussed by the HOA Board of
Directors in a scheduled meeting. The Board will evaluate the rationale behind the proposed changes and
ensure they align with the HOA's long-term financial goals. The amendment may require a vote by the
Board, and in many cases, it must be approved by a majority before it becomes final.

* Notice to Homeowners: After the Board has approved the amendment, the HOA must notify homeowners of
the changes, especially if the amendment affects their assessments or financial obligations. In Texas, this
may involve sending written communication, such as a notice or a copy of the amended budget, to all
residents. Depending on the governing documents, a formal meeting may be required to approve major
changes, and homeowners may be given the opportunity to ask questions or voice concerns.

* Implement the Changes: Once the amendment is finalized and approved, the updated budget is
implemented. This could involve adjusting the collection of assessments, reallocating reserve funds, or
authorizing new contracts or expenditures based on the revised financial plan. The HOA’s financial
records will reflect the changes, and ongoing monitoring will ensure that the amended budget is adhered
to.

* Ongoing Monitoring and Reporting: After the budget amendment is adopted, the Board and management
will continue to track expenses and income to ensure that the revised budget is being followed. Regular
updates and variance analyses should be conducted to ensure the community remains financially healthy
and that any future amendments are based on sound financial information.




AMENDING THE
BUDGET 4 OF 4

In summary, amending an HOA budget is
a methodical process that requires
careful planning, board approval, and
communication with homeowners. By
following a transparent process, the HOA
can address financial changes effectively
while maintaining trust and
accountability within the community.



Q&A

Discussion
with
Homeowners
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