HOA Financial Reports: What Boards And Homeowners
Need To Know

A clear picture of your community’'s money helps everyone make better choices.
When your board and residents understand the numbers, planning gets easier and
trust grows. This guide walks through the key parts of HOA financial reports in plain
language.

WHAT ARE HOA FINANCIAL REPORTS?

When you hear HOA financial reports, think of the regular packet that shows what the
association owns, owes, earns, and spends. It contains the summary that tells you if your
association can pay bills on time and if long-term projects have enough funds. With a
quick read each month, the board can spot issues early and keep the community steady.
They are written so board members and owners can follow along. Questions are normal.
Clear answers should be, too.

THE CORE REPORTS YOU SHOULD SEE EACH MONTH

These HOA financial reports make up the standard monthly packet the board reviews.
Each one plays a different role, and together they give you the full picture.

o Balance Sheet: A snapshot of assets, liabilities, and members’ equity at a point in
time. Use it to see cash in operating and reserve accounts, amounts owed to the
HOA, and bills still due.

e Income and Expense Statement: Often called the profit and loss. Shows
assessments and other income against the costs to run the community. Watching
month and year-to-date totals helps you stay on budget.

e Budget vs. Actual Report: Lays your approved budget next to what was actually
spent and collected. Variances should be explained in a short note so the board can
act if needed.

e« Bank Reconciliations: Confirms that bank statements match the books for both
operating and reserve accounts. This control reduces errors and helps prevent
fraud.

e Aged Receivables (Delinquency) Report: Lists past-due owner accounts by how
many days they are late. It guides collection steps and protects cash flow.

o General Ledger or Check Register: A line-by-line list of transactions for the month. If
a number looks off elsewhere, this is where you trace it back.

e Reserve Fund Statement: Shows beginning balance, contributions, interest,
authorized transfers, and the ending balance. Pair it with your reserve study for
context.

A short manager's memo that calls out key changes is useful. It can be read first, then the
packet makes more sense.



RESERVES, BIG PROJECTS, AND THE RESERVE STUDY

HOAs need reserves for major repairs and replacements. Roofs, pavement, elevators, and
similar items fall here. A current reserve study estimates costs and timing, then suggests
a funding plan. With that plan, the board can set contributions that fit the budget while
preparing for future work.

Add the reserve statement to your HOA financial reports packet every month. If reserve
balances trend down while projects keep rising in cost, the board can adjust ahead of
time. Residents have a harder time accepting special assessments when they result from
surprises.

BANK RECONCILIATIONS AND SIMPLE INTERNAL CONTROLS

Every month, bank balances should match the accounting records. Reconciliations prove
the cash is real and recorded correctly. A few simple controls help as well. Two signers for
paper checks, invoice approval trails, and view-only online bank access for the treasurer
are common steps. These are easy to put in place and give owners confidence.

If your management company prepares the packet, the board still reviews it.
Accountability is shared, and the process is smoother when roles are clear.

READING TRENDS, NOT JUST SINGLE NUMBERS

One month can look odd. Trends tell the real story. Compare month and year-to-date
results to the budget and to the same month last year. Seasonal items like landscaping,
snow removal, or pool expenses can swing totals. A quick note that explains a variance
keeps the board focused on actions, not guesses.

If costs run high in one area, get quotes early and adjust future months. When savings
show up elsewhere, decide whether to rebuild reserves or complete priority projects.

HOW OFTEN TO REVIEW AND WHO SHOULD BE INVOLVED

The board should review the packet monthly. The treasurer gives a short summary at
meetings and notes any actions the board needs to take. Owners should know where to
find summaries and how to request copies. Clear access reduces questions and builds
trust. For year-end, an independent CPA may be engaged for a compilation, review, or
audit, depending on governing documents and state rules. That work is scheduled in
advance so that tax filings are on time.

COMMON MISTAKES TO AVOID

Small missteps can grow into big headaches. Watch for these:

o Old signers left on bank accounts after board changes

o Using vague expense categories that hide trends

e Letting delinquencies age without consistent follow-up

e« Borrowing from reserves without a repayment plan that is approved

o Skipping monthly reconciliations or leaving them incomplete

e Ignoring the reserve study when planning projects
A short monthly checklist reduces the risk. It also makes transitions easier when board
seats change.



BUDGET SEASON WITHOUT THE STRESS

Budgets are adopted every year. Start early, use the reserve study, and ask vendors for
updated quotes. Put your goals in writing before setting numbers. If insurance, utilities, or
contracts are changing, show those drivers in the budget notes. Owners accept increases
more easily when the reasons are clear and grounded in facts.

A simple budget narrative can be shared with the community. It translates the numbers
into plain steps the board will take in the coming year.

YEAR-END AND TAX BASICS

Your manager and treasurer close the books, complete reconciliations, and prepare
schedules for the CPA. Federal filings use Form 1120-H or 1120, depending on the
association’s choice with advice from the tax preparer. Vendor 1099s are issued when
required. When the board approves the final reports, owners should be told where year-
end summaries can be accessed.

Good records now make next year smoother. Files should be organized the same way
each year, then future boards can pick up the system without fuss.

A QUICK CHECKLIST FOR THIS MONTH

Use this to keep momentum without adding more meetings:
e Confirm both operating and reserve accounts are reconciled through the latest
bank statement.
e Review the manager's memo before the rest of the packet.
e Scan the Balance Sheet for cash levels and any unusual liabilities.
o Check Budget vs. Actual and ask for notes on large variances.
e Look at the delinquency report and confirm collection steps line up with policy.
o Verify the reserve contribution for the month posted as planned.
e Note action items, owners to update, and deadlines.

Make HOA financial reports a standing agenda item. Once you've set the rhythm, reviews
take less time and decisions feel easier.

MONEY MATTERS

Money is a tool to care for shared property, not a mystery to fear. With the right packet
and a steady routine, your board can keep the community informed and on track. Clear
HOA financial reports make that possible.
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