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	The reason for these suggestions is that it is hard to figure out exactly how to comply with  RCW chapter 64.90, the Common Interest Communities statute, the new long set of rules for owner associations. We know that this new statute does not apply, generally, to pre-existing homeowner associations (HOAs); but we also know that it does apply when it comes to budgeting. But the existing Homeowners' Association Act, RCW chapter 64.38, also applies to budgeting, and although they are the same in regards to what process has to be used for budgeting, they are different in what they require, specifically. Your tax dollars at work.   

	Generally, HOAs have to follow the process that we have all been talking about since 1995, and that process applies even if the covenants say otherwise. Now, you also have to include a budget summary sent to the members before the membership meeting where the members vote on the budget, and this summary has to include a long list of specific items of information. 

	That is just in the budget summary. HOAs also have to include in the budget itself, a different set of answers to a different set of questions. So, three things:

· you have to use the right process;
· your notice of the meeting has to include a summary of the budget with different specific information; and
· your budget has to include certain specific information.

	But before we get started on that, there is the elephant in the room: the reserve study. 

	I.	Reserve Study - You Need to Have One

	Most HOAs are going to need to deal with a reserve study before they get very near to creating a budget, because mandatory parts of the budget summary and the budget itself all refer to the reserve study. First, you are required to have a reserve study unless the cost exceeds 5% of the annual budget (I know, how do you know what the cost is? The highest bid, the lowest bid, the average? Bad Legislature). Or, unless you don't have significant assets (defined by statute), or there are ten or fewer homes in the association. 

	Every HOA that does not qualify for an exception is supposed to have a reserve study. The components of a reserve study are set by the statute, and the fact is that you will need to have a reserve study professional do this for you.  It is is very hard to get one done for under $3,000; larger associations with multiple buildings and parks and so on should expect to pay several times that.

	Get bids from multiple reserve study professionals, check their references, and look at their work closely. Pick wisely. Once you get a relationship with a reserve study professional that works, the study itself will help you meet your obligations under the statutes below to include information about the reserve study in the budget and the budget summary. You should make sure that any reserve study report actually addresses all of these issues, or you are going to have to go back to the professional to get more information that should have been given to you in the first place.    

	II.	State Statutes

		A.	RCW 64.90.525 - How to Pass a Budget

			1.	Process.  This set of statutes, from the Common Interest Communities Act, gives us a process, at .525(1)(a), that must be followed for budgets, including income and expenses, to be valid. (1)(a) is a bit confusing, but after 25 years or so of the predecessor statute, RCW 64.38.025, I think I know what the process should be: 

· the Board works on a budget, using, if it has one, a budget committee, town hall meetings, and whatever else it is going to do to figure out what the budget should be;
· the Board then meets and adopts the proposed budget; 
· within 30 days, the Board sets a date for the meeting (no reason not to do it at the same meeting when it adopts the proposed budget), and "provides" a copy of the budget to the members. "Provides" is different from sending it with the notice of the meeting because of the deadline differences, but don't ask me what it means, exactly - website? hand delivery? by Uber?;
· the Board will be sending out a notice of the membership meeting. This is to include the date, and whatever else needs to go with the notice. The notice has to be sent between 14 and 50 days of the membership meeting. If the mailing is to be to everyone, and the Board wants to include the whole budget with the notice of the meeting, it can do that (but it has to do it within 30 days of its approval of the budget, though, see above, if it includes the budget); and
· at the meeting, the budget is approved unless more than half of the available votes reject it. That is never going to happen in most associations, so the budget that the Board passes is very often going to be the budget that applies. See discussion above about town hall meetings and so on.  The Board should be really careful to wield this power wisely. 

	 		2.	Components of the Budget. Within the budget itself (and this is different from what needs to be in the summary of the budget, discussed below), the Board has to include several very particular items. If there is a reserve study professiona, then work with that person, or your lawyer or accountant:

(a) The projected income to the association by category (this should be automatic anyway);

(b) The projected common expenses and those specially allocated expenses that are subject to being budgeted, both by category (again, already in your budget, probably);

(c) The amount of the assessments per unit and the date the assessments are due (not difficult to figure out);

(d) The current amount of regular assessments budgeted for contribution to the reserve account (ok, this may be a bit of a challenge. Some associations use a reserve account for one purpose, a savings account for unanticipated expenses around improvements; then for payment for those expenses in the next year. If you include both, then break them out into separate categories);

(e) A statement of whether the association has a reserve study that meets the requirements of RCW 64.90.550 and, if so, the extent to which the budget meets or deviates from the recommendations of that reserve study (easy enough, ask your reserve study professional if you have one whether it complies with the requirements; and if you don't the answer to this one is, we don't have one); and

(f) The current deficiency or surplus in reserve funding expressed on a per unit basis (again, ask the reserve study professional, or, we don't know).

	Notice that I did not comment on the reference to whether the budget meets or deviates from the recommendations of the reserve study, RCW 64.90.550.  You will use your reserve study professional to help with that. This is part of what you  are paying them to do for you. 	 	


	B.	RCW 64.38.025 - Budget Summary	

	This is a different statute, from the 1995  Homeowners' Association Act, which still imposes the same process requirements (why not do it twice just to make sure, said the Legislature), but adds an extra requirement that also has to be followed. This is that the Board has to include with its notice of the membership meeting (the meeting which will include the vote on the budget), a summary of the reserve account status from RCW 64.38.025(4).  This summary has to include,
(a) The current amount of regular assessments budgeted for contribution to the reserve account, the recommended contribution rate from the reserve study, and the funding plan upon which the recommended contribution rate is based;
(b) If additional regular or special assessments are scheduled to be imposed, the date the assessments are due, the amount of the assessments per each owner per month or year, and the purpose of the assessments;
(c) Based upon the most recent reserve study and other information, whether currently projected reserve account balances will be sufficient at the end of each year to meet the association's obligation for major maintenance, repair, or replacement of reserve components during the next thirty years;
(d) If reserve account balances are not projected to be sufficient, what additional assessments may be necessary to ensure that sufficient reserve account funds will be available each year during the next thirty years, the approximate dates assessments may be due, and the amount of the assessments per owner per month or year;
(e) The estimated amount recommended in the reserve account at the end of the current fiscal year based on the most recent reserve study, the projected reserve account cash balance at the end of the current fiscal year, and the percent funded at the date of the latest reserve study;
(f) The estimated amount recommended in the reserve account based upon the most recent reserve study at the end of each of the next five budget years, the projected reserve account cash balance in each of those years, and the projected percent funded for each of those years; and
(g) If the funding plan approved by the association is implemented, the projected reserve account cash balance in each of the next five budget years and the percent funded for each of those years.

	Again, this is a summary of the budget that goes out with the notice of the meeting, not the budget itself. To repeat, there are two different lists of things you have to address; one is in the budget itself, and one is in the budget summary. And it is all dependent on what the reserve study says.	

Conclusion

	This may be enough explanation, or more may be needed. Call if you have questions, and let me know if you think anything in this is just too confusing, or have any ideas about how to explain it better. 
