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SECTION 1
Executive Summary
The Patios currently averages approximately $28,000 in monthly operating expenses. Industry best practices recommend HOAs maintain one to two months of average monthly expenses in operating reserves. As of June 30, 2026, our operating reserve balance stands at approximately $37,000 — satisfying the one-month benchmark. Reaching the two-month goal of approximately $56,000 is achievable; however, doing so requires that all residents remain current on their monthly HOA assessments. At this time, more than 16 residents are in arrears, which is directly impacting our ability to reach this goal.
Operating results through mid-year are mixed. Total operating income is running approximately ~$9,000 below budget, driven primarily by assessment collection shortfalls and a timing-related variance in reserve interest income. Administrative costs are running over budget, while grounds-related expenses are performing well ahead of budget — providing a meaningful offset. The board is managing these dynamics proactively and is committed to closing the year within budget without a special assessment to residents.
Reserve accounts remain in sound condition. Other than a planned draw of approximately $21,500 from the Irrigation Pumps reserve to fund the newly approved modern irrigation system, no other reserve funds have been required. Replenishment of those funds is underway from favorable operating variances. Full detail on reserve category status is provided in Section 4.

SECTION 2
Operating Budget Analysis
Year-to-Date Through June 30, 2026
The table below summarizes year-to-date operating results as of June 30, 2026. All figures are approximate. Final reviewed or audited figures may differ.

	Category
	YTD Budget
	YTD Actual
	Variance (Approx.)
	Status

	OPERATING INCOME

	Assessment / Dues Income
	Below budget
	Below budget
	~$9,000 Unfavorable
	Below Budget

	Reserve Interest Income
	Per budget
	Below budget
	~$7,700 Unfavorable
	Below Budget

	Total Operating Income
	Per budget
	Below budget
	~$9,000 Unfavorable
	Below Budget

	OPERATING EXPENSES

	Administrative / G&A
	Per budget
	Over budget
	~$18,000 Unfavorable
	Over Budget

	Grounds (incl. Irrigation, Tennis, Special Projects)
	Per budget
	Under budget
	~$21,000 Favorable
	Under Budget

	Pool & Recreation
	Per budget
	Under budget
	~$500 Favorable
	Under Budget

	Repairs & Maintenance — Clubhouse
	Per budget
	Under budget
	~$1,300 Favorable
	Under Budget

	Utilities
	Per budget
	Slightly over
	~$400 Unfavorable
	Slightly Over

	All Other Categories
	Per budget
	On target
	—
	On Target




	Note on Approximate Figures
All dollar amounts and variances are approximate and based on available unaudited financial data as of June 30, 2026. The full June 30, 2026 Financial Report is available at thepatioschestnutcreek.com and through the Sunstate portal.




SECTION 3
Income & Expense Commentary
3A — Assessment Income
Collections are on track from a billing standpoint; however, more than 16 residents are currently in arrears on their monthly HOA assessments. All residents in arrears have been notified. The majority are expected to bring their accounts current by August. Residents who do not rectify their balance in a timely manner will be subject to additional fines or potential legal action per the association's collection policy. Timely payment by all residents is the single most direct action the community can take to strengthen our operating reserves and reach the best two-month practice benchmark.

3B — Reserve Interest Income — ~$7,700 Unfavorable (YTD)
Reserve interest income is currently showing a year-to-date shortfall of approximately $7,700 relative to budget. This reflects an accounting procedure that recognizes interest based on the value of the account if liquidated early rather than at maturity. This is a timing difference, not a loss. The Patios are on track to meet the full-year interest income target of approximately $22,000 by year-end 2026.

3C — Administrative / G&A Expenses — ~$18,000 Unfavorable (YTD)
Administrative expenses are running approximately $18,000 over YTD budget. Three specific factors account for this variance:
1. Tax concentration: Taxes on interest earned were paid for both fiscal years 2024 and 2025, creating a one-time concentration of tax expense in the current period.
1. Sunstate transition costs: The migration to Sunstate, our new HOA management company, resulted in startup costs and higher ongoing management fees that were finalized after the 2026 budget was approved. The board was aware of these costs prior to approving the move and made a deliberate decision to absorb them through disciplined budget management — rather than issue a special assessment to residents.
1. Planned offset: The board plans to cover this overage using the approximately $21,000 favorable variance in Grounds. In the event Grounds requires additional funds for unanticipated projects, the 2025 Reserve Interest Earned of approximately $22,000 — budgeted in 2026 for exactly this type of contingency — is available as a backstop.

3D — Grounds (Grounds, Irrigation, Tennis Court, Special Projects) — ~$21,000 Favorable (YTD)
Grounds-related expenses are performing significantly better than budget. Key drivers:
1. The Grounds budget included a $5,000 intentional cushion for unexpected expenses.
1. Irrigation Maintenance has a $10,500 positive variance. Labor and resources have been focused on the installation of the newly approved modern irrigation system, funded through the Irrigation Reserve (~$21,500). The $10,500 positive variance in this line is earmarked to begin replenishing the Irrigation Reserve.
1. Special Projects has a $13,000 positive variance, as no new special project initiatives have been launched. These funds are earmarked to complete replenishment of the remaining Irrigation Reserve draw.
1. Tennis Court expenses are tracking to budget with no significant variance at this time.

3E — Pool & Recreation — ~$500 Favorable
The monthly pool maintenance contract was successfully renegotiated at a lower rate, resulting in a modest favorable variance of approximately $500.

3F — Repairs & Maintenance — Clubhouse — ~$1,300 Favorable
A favorable variance of approximately $1,300 has been realized year-to-date. These funds are being held within the operating budget to fund scheduled Clubhouse-related projects in the second half of 2026.

3G — Utilities — ~$400 Unfavorable
Utility expenses are slightly over budget by approximately $400. This overage is fully offset by the Pool & Recreation favorable variance of approximately $500, resulting in no net impact to the operating budget.

SECTION 4
Reserve Budget Status
4A — Overview
With the exception of the planned Irrigation Reserve draw noted below, no other reserve accounts have required funding year-to-date. The association's reserves are funded annually per the adopted reserve study and invested in interest-bearing accounts.

4B — Irrigation Reserve Draw
Approximately $21,500 was drawn from the Irrigation Pumps reserve category to fund the installation of the association's newly approved modern irrigation system. This expenditure was evaluated and approved by the board. As described in Section 3D, replenishment is planned using the $10,500 Irrigation Maintenance positive variance and the $13,000 Special Projects positive variance — together more than covering the full draw.

4C — Reserve Category Funding — Best Practices & Status
Industry best practice for HOA reserve accounts is to maintain a minimum of 70% of projected replacement costs in each reserve category. The majority of Patio Homes' reserve categories meet or exceed this threshold. The categories currently funded below 70% are listed below, each with specific context explaining why the current percentage is appropriate.

	Reserve Category
	Current Funding %
	Context

	Tennis Courts
	9%
	Court was fully refurbished in late 2025 with a life expectancy of 10+ years. Estimated remaining life has been conservatively accelerated to 5 years to restore funding on an expedited timeline.

	Shuffleboard Courts
	22%
	Future use is under board discussion — whether to maintain as a shuffleboard facility or convert to an alternative recreational use. Funding strategy will be determined following that decision.

	Street / Parking Lot — Clubhouse
	60%
	Resurfacing was completed in 2016; no additional work is anticipated until approximately 2036.

	Clubhouse Roof
	34%
	Roof replaced in 2019; additional repairs completed in 2023 following hurricane damage. Replacement not projected until approximately 2047.

	Clubhouse Furniture & Carpet
	14%
	Complete interior renovation — flooring, doors, walls, ceiling, paint, and furniture — was completed in 2023. Full renovation not anticipated until 2036 or later.

	Clubhouse AC & Heating
	59%
	Funding percentage under evaluation; details to be included in next reserve study update.

	Pool Deck
	27%
	Resurfaced in 2020 with an estimated remaining life of 15 years.

	Pool Heater
	34%
	Both pool heaters were installed within the last five years. Replacements not projected until 2028 and 2032, respectively.

	Awnings
	56%
	Pool awning was replaced in 2026 with an estimated remaining service life of 5 years.



* Some replacement dates above are estimated due to general ledger records no longer available prior to the association's migration from Keys-Caldwell to Sunstate. The board is working to verify and document historical records to the extent possible.

4D — Overall Reserve Health
Reserve fund health is satisfactory as of June 30, 2026. Categories funded below 70% reflect assets that were recently replaced or refurbished — in most cases the lower percentage is appropriate given the asset's actual remaining life. The board will continue to monitor and evaluate all reserve categories in connection with the annual reserve study update.

SECTION 5
Treasurer's Closing Note
The second half of 2026 will be important for monitoring administrative expenses and confirming whether the grounds savings fully offset the administrative overruns as planned. The board is committed to managing the year-end position responsibly and will take corrective action if conditions change materially.
Residents are encouraged to review the full June 30, 2026 Financial Report at thepatioschestnutcreek.com or through the Sunstate portal. Questions may be directed to the board or property management.


	All figures presented are approximate and based on available financial data through June 30, 2026. Final year-end figures will be reported following the close of the fiscal year.



Respectfully submitted,
Bill Davis
[Treasurer Name]
Treasurer, Patio Homes of Chestnut Creek Homeowners Association
Date: _August 1, 2026__________________________
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