Report from Dues Assessment Committee

The Board assigned task was to develop a schedule or allocation of  HOA fees not based upon the existing - all units same fee.  We were also asked to examine impact or resort fees.

 

Of five potential methods identified, four were data developed.  Each of the four provided a tiered fee schedule.

 

The four are as follows:

 

1.  Square feet - including patio or balcony and garage if any.

2.  Number of bedrooms.

3.  Number of bathrooms.

4.  Arbitrary.

 

Pro and con of each was considered based upon data presented.  Due to possible misinterpretation of meaning arbitrary might be re-titled.

 

All fee dollar amounts were derived from data contained within the '07' budget.  Care was taken to spread data on an apple to apple basis.

 

Based upon data it is our goal to provide the board with a recommendation that is as follows:

 

1.   Acceptable

2.  Can be implemented 

3.  Reasonable

4.  Considerate 

5.  Equitable

   a.  Owners

   b.  Renters

   c.  Non renters

   d.  Long term renters

   e.  Owner rented units

 

While studying data and our goals it became obvious that to maintain fairness considerations other than dollar based data, had to be included.  Methods 1,2 and 3 could not meet, as a stand alone method, our requirements however some un quantified assignment of cost from each was required.  Also un quantified was location - 1, 2, or 3rd row from the beach and exposure within a building.


Only method #4 met all of the Committees requirements.  The Committee unanimously recommends the following fee schedule be presented for owner acceptance: 

 

Bedrooms
# Units        
$Per mo.          
$Per yr.              Ratio
1    924 sf.                11                240                   31,680              .057

1   1044 sf.               15                245                   44,100               .08

1.5                            37                251                111,444              .201

2  middle                  28                260                  87,360              .158

2  end                       53               265                  168,540             .305

3 (Bonita retrofit)        1               345                      4,140             .0075

3 ("                 " end )  3               360                   12,960             .0234

 

3  Villa                      10               380                    45,600            .0824

4  Villa                      10               395                    47,400             .0857
 

Budget  $555,152                                            $553,224               1.00
 

Retrofit of Bonita top floor and one on 3rd floor results in 168 total units.  These units now pay as if not combined, however none of the plans examined would result in a balanced fee if not accepted as reconfigured.  The committee feels this is a proper "fit".

 

The nine tier fee schedule is required to achieve the overall balance and fairness the committee sought to provide for each owner.  Once entered into HOA data base billing is no burden.  Several HOA's have a six tier fee schedule.  Also several HOA's have different fee's based on location within the building.  For instance, a three bedroom end unit pays more than other same size units.  We found other HOA's consisting of  "House and Condo" where fee schedule varied by location and size.  Combining all the 1 and 1.5 bd. rm. for instance into a single fee in order to reduce the number of tiers was rejected as counter to our goal as stated above.

 

As data related to impact fee's was developed it became very clear that these costs were larger than those recouped by the '07'  budget.  We evaluated the following:

 

1.  Rental units by number and percent.

2.  Rental and non rental use.

3.  Rental and non rental population.

4.  Major budget items impacted:

5.  Short fall cost.

6.  Allocation of impact fee.

 

 

1.  The budget rental units total 101 - 85 Condo's and 16 Villas - 60% of total 168.  An increase to 107 or more is thought to be more accurate if newly added rental units and long term and owner self rental is included.  The committee used only budget rental unit numbers in calculations.

 

2.  Rental use days vs owner use days:

Total rental days    14,355  =  62.5%

Total owner days     8,612  =  37.5%
TOTAL                       22,967       100%
Owner days based on 20% of total days available after deducting rental days where applicable.

 

3.  Rental population vs owner population extrapolating from above:

T.R.D  x 6 people / unit  86,175

T.O.D  x 4.3  "                  "   37,100
TOTAL                                 123,275
Total rental population = 70%        Total owner populations 30%

 

4.  Major budget items impacted: 

Maintenance             $115,735.00

Security                        85,652.00

Salt                                 7,697.00

Chemicals                   1 3,251.00

Elevator maint.             15,429.00

Electricity                      61,000.00

Propane                        82,095.00

Water                            71,429.00
TOTAL                      $370,193.00  =  57% of budget.
 

5.  Short fall costs:

The '07' impact fee is $91,935 or 14.1% of the total $651,663 budget.

Total yearly rental population   86,175   70%

Total yearly owner population  37,100   30%

From #4 above   $370,193

'07' Impact fee           91,935
Shortfall                 $167,200
 

Even a modest 55 - 45 split - $111,671 shortfall - would require Villa fee of $26.64 and Condo fee of $11.10 to provide the $203,606 needed.  The data is provided to show extent of impact and need to increase these fees.

 

6.  As the monthly HOA fees, the committee recommends as follows:

Bedrooms                        $ Per night
1                                            5.00

1.5                                       10.00

Bonita conv.                         15.00

3 Villa                                   20.00

4 Villa                                   25.00

 

The committee lacked rental night breakdown by bedrooms however by averaging Villa and Condo fees above based on the '07' budget numbers useful data was obtained.  All Condo fee average - $9.38  all Villa fee average  $22.50.

85 Condos x 135 nights x $9.38    =   $107,635

16 Villas x 180 nights x $22.50    =         64,800
                                                            $172,435

Less '07' budget impact fee             <    91,935  >
                                                           $ 80,500     
 

The  Committee was unanimous in favor of basing impact fees on a person per night schedule since it exactly identifies the need for such a fee.  We did conclude however that the rental company might dissuade approval.

 

The Committee was considerate of the impact upon future rental activity.  It is, however, the impact on HOA costs that require relief for all owners.  Unanimously we recommend any net increase over '07' budget  be equally split between budget and capitol reserve.  Also that this split remain until an HOA Board determines capitol reserves are adequately funded.

 

Although we had no specific recommendation regarding how to include self renting owners into the impact fee schedule an effort to this end is required.   These owner rentals not only do not pay a rental company cost or HOA impact fee but unfairly burden their share upon all other owners.  This self serving evasion is especially onerous to non rental owners.   A much more modest fee should apply to long term rental owners.  The impact of these rentals is minimal and compares with that of owners.

 

Extensive use of email allowed for only one formal meeting which was held at Las Palmas.  We thank Francisco for assistance and offer to provide any help within his reach.  After our meeting one committee member reflected that we had done due diligence.    

 

Although not as assignment from the board several recommendations emerged from discussions impacting all owners.  They are as follows:

 

1.  Invest all HOA monies, not committed to short term recurring payments in a blend of the U.S. Money Market and Staggered Term C.D.'s.

 

2.  Establish a budget committee.  Members to be selected by Board and serve more than one year.  Stagger service.  Composed of not more than three with Pres. or other board member to attend formal meetings.

 

3.  Establish a "cost saving"  committee of three.  Seek result of expenditures not the budgeted amounts and how to achieve improvement.

 

4.  Provide owners with a user friendly proxy.
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