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New board members — follow these ABC’s 
for effective budget transition and expense 
reduction.

By this time each year, most Homeowner Associations and 
Community Associations have held (or at least scheduled) their 
annual meetings. The results are new 2014 budgets and also new 
2014 board members. If you are a new association board member, 
congratulations! You may or may not be excited about your decision 
to “volunteer,” but it’s time to prepare for your new role.  

Don’t wait until January!
The sooner you can get up to speed on the board, budget, finan-

cials, and liability, the better. Your outgoing board members are 
probably very enthusiastic about transition right now, but may be less 
interested in helping out after the new year. Spending a little transition 
time now can really make board life easier during your elected term. 

Want to quickly acclimate yourself to your new role? Just follow the 
ABC’s of board transition:

Always review financials and budget with the 
previous board.  This should be your top priority, especially 
if more than half of the board positions are turning over. Also, 
confirm that reserve account balances match the reserve study. 
Reserve accounts (or reserve funds) are funds set aside to pay 
for major maintenance, repair, and replacement of community 
property. The reserve study is a professional opinion of the useful 
life of community property and how much it will cost to com-
plete that work over time. 

Brush up on collection rates and procedures. How 
many of your neighbors are not paying their dues on time? This 
is called the delinquency rate. The industry average is said to 
be about 7%, but keeping your rate below that can have a big 
revenue impact. To maintain the quality of life in your neighbor-
hood, all neighbors have to pay their share. While temporary 
hardship situations can be addressed with payment plans, you 
should have a well-defined collections procedure for neighbors 
who just don’t pay. 

Conduct an audit or review if needed. After reviewing 
A and B above, if you still are not comfortable with your asso-
ciation’s financial situation (or if mandated by your covenants), 
consider contacting a CPA to conduct a financial audit or review. 
This is especially important during major milestones, like devel-
oper turnover or when transitioning to a new management 
company or entirely new board. You will also want to ensure that 
there are adequate financial controls in place to regularly review 
the financial status of your association.

Determine if your association has filed annual tax 
returns. This is one of the most overlooked association respon-
sibilities and a hot topic with the IRS. Some board members 
think that since their associations are non-profit organizations, no 
tax returns need to be filed. That is not correct. For tax purposes, 
Georgia and the IRS treat community associations like corpora-
tions and require them to file federal and state tax returns. You 
may actually have to pay tax on net income not related to stan-
dard association activities.
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Evaluate the board member insurance policy. This 
is commonly called directors and officers liability insurance 
(D&O coverage), and it protects you personally from legal 
expenses and judgments in the unlikely event that someone sues 
the association. Make sure that you are covered for issues that 
occurred before you joined the Board, as someone can still sue 
months or even years later. 

Fully review vendor contracts. Confirm that writ-
ten contracts are in place, at least for major relationships, like 
property management and amenities (pool, grounds, etc.) main-
tenance, and that there are no conflicts of interest between the 
vendors and past or current board members. Even the slightest 
perception of impropriety should be avoided. If any contracts 
have expired, obtain proposals from at least three vendors. 

Go meet with your association attorney. Many 
neighborhoods have a retained or project-based attorney who 
helps with legal advice, dispute resolution, and collections. As a 
trusted advisor, the attorney may be aware of previous or poten-
tial issues that could impact the current board. Dues collection 
procedures, mentioned above, are a great example of something 
that may require immediate attention.

Prepare today for smooth sailing in 2014
Spending a little time now will ensure that you are well-prepared 

for a smooth transition into your new board role. It is also better to 
know about potential challenges so the new board can quickly react 
and resolve. Once you are up to speed, make sure you share what 
you’ve learned with your neighborhood. Just like you, your neighbors 
have a vested interest in their community and want to know what’s 
going on. 

I’ve been a board member in my own community for six years 
and have been providing accounting and tax services for community 
associations for over 15 years. Although your neighbors don’t say 
this very often, thank you for volunteering to serve your community! 
While there are challenges in any new role, this can be a great way 
to get involved and help shape the future of your neighborhood. n


