mNEIGHBORHOOD
[]d .oNLINE™

Special Assessments Iixplained

What They Are, Why They Happen, and How HOAs Prevent Them

https://neighborhood.online



https://neighborhood.online

Special Assessments Explained 0 NEIGHBORHOOD

Most homeowners never think about a special assessment until one shows up in their mailbox.
When that happens, confusion and frustration follow quickly.

But here’s the truth:
Special assessments are not random. They happen when a community faces a funding gap for
major repairs or emergencies.

Understanding why they occur makes them much easier to manage and often avoid.

What Triggers a Special Assessment

A special assessment happens when the HOA does not have enough funds to cover a major
expense.

Common triggers include:

e Roof replacements

e Road or parking lot resurfacing
e Pool or clubhouse renovations
e Storm or disaster damage

e Structural repairs

e Insurance deductibles after major claims
In simple terms:

Unexpected cost + insufficient reserves = special assessment

How Special Assessments Are Calculated

Most HOAs calculate assessments using a simple formula.
Step 1 — Determine Total Project Cost

Example:
Roof replacement = $1,200,000

Step 2 — Subtract Available Reserve Funds
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Reserve balance available: $925,000

Step 3 — Calculate the Funding Gap

$1,200,000 - $925,000 = $275,000

Step 4 — Divide by Number of Homes

110 homes in the community

$275,000 + 110 = $2,500 per home

That amount becomes the special assessment.

Boards may allow homeowners to:

e Payinfull
e Pay through installments
e Finance through aloan

Special Assessment Formula

Total Project Cost $1,200,000

Available Reserves $925,000

aﬁ Units in Community = 110 homes

&
$2,500 Assessment

{ al Special Assessment Formula

When reserves don't fully cover a capital project, the remaining funding gap

is divided among homeowners.
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How HOAs Avoid Special Assessments

The healthiest HOAs rarely need special assessments because they plan ahead.

Good financial planning includes:

Strong reserve funding
Setting aside money every year for long-term repairs.

Regular reserve studies

Professional forecasts of when major repairs will happen.

Accurate budgeting
Making sure dues reflect real costs.

Preventative maintenance
Fixing small problems before they become large ones.

When these systems work together, large expenses are already funded.

Reserve Planning

Long-term savings set aside for

major repairs like roofs, roads,

and amenities

Financial
Stability

=

Accurate Budgeting

Annual budgets that reflect
real operating costs and inflation.

Preventative
Maintenance

Fix small problems early before
they become expensive replacements.
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How Boards Should Communicate Assessments

When special assessments are necessary, communication matters as much as the numbers.
Good boards communicate early and clearly:

Explain what happened

e Explain why reserves were not enough

e Explain how the amount was calculated

e Explain how the community will prevent future surprises

Transparency builds trust even when the news is difficult.

Special Assessment Communication

B EEENEE

Numbers Plan

|lh||

Problem

Explanation Trust

When these three systems work together, HOAs avoid surprise

costs and special assessments.
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The Bottom Line

Special assessments are not a sign of a failing HOA.
They are a financial tool used when major costs exceed available reserves.

But the best communities focus on long-term planning, which turns most surprises into
predictable expenses instead.

Financial clarity today prevents financial panic tomorrow.
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