
 

 

Financial Analysis Summary 2022-2027+ 
The Future Revenue Analysis Task Force (FRATF) was tasked by the Board of Directors to review HSV’s 
financial situation.   Here are the highlights and findings from that review.   

The FRATF analysis, conducted over the past 6 months, reviewed the historical spending for lessons 
learned and insights, the current 2021 budget, and budget forecasts for 2022-2027 and beyond.  It also 
looked at the dollars required to maintain and sustain HSV and keep our amenities viable.  The net result 
was a detailed understanding of what it takes to maintain our infrastructure over time, at an acceptable 
level based on life expectancy and use.  

UNDERSTANDING HSV INFRASTRUCTURE 

For example, we have 472 miles of paved roads, which last between 15 and 30 years, depending on 
whether they are residential or primary roads.  To sustain that infrastructure over time, the streets 
department needs to address an average of 30 miles a year to keep our roads safe and in good 
condition.  That alone requires $1.2 million/year in 2022 dollars.  Over the past 6 years we have only 
spent an average of $447K per year, so HSV is more than $3.68M behind on maintaining our road 
infrastructure.   

Under those roads are over 4000 culverts.  Many have already failed or are failing, with over 1,250 that 
need immediate attention.  To do this work on a timeline that attempts to keep pace with aging 
culverts, we need to spend $1.47M/year.  That is an additional $1.08M/year over what was budgeted in 
2021.   

Our common property and forestry department maintains the road and dam mowing for safety and 
protection of our assets.  The mowing cycle for key areas is every 7 years.   This is critical to safe travel 
(especially at intersections), and to prevent damage to our roads, the water and sewer lines that run 
along our roads, and the dams that contain our lakes.  The budget required to achieve the number of 
mowing miles requires an additional $785K over the 2022-2027 timeframe.   

In the area of Public Utilities, our sewer treatment plant needs upgrading.  This is especially true at our 
Mill Creek Plant, which is running at 85% capacity, and is on the Arkansas Department of Environmental 
Quality watch list.  This upgrade requires a new sludge pond, at an estimated cost of $410K.  Also in the 
2022-2027 timeframe, we need to start replacing sewer lines that are well past their life expectancy.   

Within the water department, HSV is on the U.S. Environmental Protection Agency’s ‘watch list’, due to 
an old chlorine treatment system.  Replacing that chlorine treatment system costs $360k.   In addition, 
we are facing $285K in water treatment system upgrades, plus additional expenditures over the 2022-
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2027 timeframe to replace water supply lines that are well past their life expectancy.  Total Public Utility 
spending will require $1.45M/year more funding than was approved in the 2021 budget. 

Our lakes are valuable assets to the community.  They provide our drinking water, irrigation, recreation 
enjoyment, and their safety are important to us all.  To maintain them in a safe and usable condition, we 
need an average additional $260K/year. 

HSV has a very effective fleet and equipment management program for maintaining our inventory and 
determining when it needs to be replaced. That replacement schedule is based on hard data, including 
age, hours of usage, maintenance records, parts availably and a host of other factors.  In the coming 
years, we need an average of $1M/year to replace and maintain our ‘rolling stock’ -- which includes 
police vehicles, fire trucks, heavy equipment, and vehicles, to name a few.  Maintaining our fleet ensures 
that our employees can do the jobs we require of them to maintain and sustain HSV.  

In the area of amenities, the golf cart lease will begin to expire in 2023.  Based on our current inventory 
of 607 golf carts, this will require an additional 2023-2027+ investment of approximately $3.6M.   

Our golf course equipment has also aged and will need to be replaced in the coming years.  The total 
cost for that equipment replacement, during the period 2022-2027, is estimated at $3.5M.   As with our 
fleet management program, those decisions on replacing golf course equipment are based on an array 
of factors but will be subject to the review of the Finance and Planning Committee.    

Everything described above will need to be accomplished either by POA employees, or outside 
contracted resources.  Our analysis concluded that some areas, such as the street department, will 
require additional POA staffing.  That calls for additional staffing dollars. And in order to attract and 
keep the type of talent and expertise required throughout the POA, we also need to remain wage-
competitive with the surrounding communities.    

The budget forecast under this FRATF analysis incorporates a 3% increase in wages and benefits, moving 
forward.   That 3% is based on historical increases required to be competitive in the labor market.   

There are other departments within the POA that also require additional investments, but the intent of 
this article is to describe the largest drivers to the future revenue needs of HSV. 

IN-DEPTH ANALYSIS PROCESS 

The information above includes just highlights of over 1800 individual line items the task force reviewed 
in conjunction with the Finance and Planning committee.   

It is important to note that the FRATF did not simply utilize the numbers and input provided by POA 
staff, without clear justification and analysis.   

Our focus was on the high priority needs.  This translated into an average $6.7M per year shortfall in the 
revenue we are currently projected to bring in from all sources -- including assessments, fees, and public 
utilities/works.   
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When there isn’t enough money to go around, hard choices must be made. This is the position we find 
ourselves in currently. There are too many critical and urgent needs so we must prioritize them to make 
sure we are spending money smartly so that we don’t spend more money later. The chart below 
summarizes the results of the FRATF financial analysis. Priorities were color coded into three groups:  

Red High priority, must be done soon to sustain / maintain and address our aging infrastructure 
Yellow Medium priority, deemed acceptable to defer to a later time 
Green Low priority, the wants or “nice to haves” of Hot Springs Village 

 

The gray area is the operating costs which includes things like materials, gas, taxes, and wages.  The high 
priority needs shown in red (which we call the “red blob”) include roads, culverts, buildings, water/sewer 
systems and more. Specific examples have been included in this article.  What is important to note is the 
projected revenue represented by the black line across the chart. While revenue covers operating costs 
and some high priority work the revenue trend reveals two big concerns. First, it doesn’t cover all high 
priority work, and secondly within five years, it barely covers operating expenses and leaves little funding 
to address capital needs.  The difference, or shortfall, between our high priority needs and the projected 
revenue line averages $6.7M per year.  

To see the full discussion of the FRATF’s financial analysis, the link to the YouTube video of our public 
forum sessions can be found on HSV’s www.explorethevillage.com website under the members section  
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THE AFFECTS OF AGINGI 
 
What is driving this need for additional revenue?   
 
The fact that HSV is now 50 years ‘young’ means that much of our infrastructure is now past or rapidly 
approaching its life expectancy.  We need to replace it.   
 
Our oldest water and sewer lines are at the top of that list -- as evidenced by 1-3 water and sewer leaks 
a day.  Our roads are also aging and need to be cared for at a sustainable level.  The same is true for the 
culverts under those roads, with those culverts failing at an ever-increasing rate.  
 
Our buildings need new roofs -- some of which no longer have any grit.  Should we experience leakage in 
those roofs, the cost of repairs will be far higher than replacing the roof now.  
 
And many of our HVAC systems need to be replaced with new refrigerant-type systems, even if they are 
still operational.   
 
Along with these fixed inventory needs, the equipment used by our POA employees to address these 
challenges needs to be replaced.   Having vehicles in the repair shop instead of being used by our 
employees to maintain the village is a step in the wrong direction.  
 
All of this is directed at keeping our amenities (including our lakes, dams, and walking trails) viable, safe, 
and functioning at the quality level we have come to expect.   
 
And not to be forgotten, we need a few more people to do this work, particularly in our public works 
department.   Only then can we effectively address our aging infrastructure.  
  
Granted, HSV is growing.  That brings in more revenue.  But even at our current growth rates (which are 
probably not sustainable), that additional revenue is not sufficient to make up for $6.7M.   

IN CONCLUSION…. 

We have analyzed multiple financial ideas from you, the community, and from within the FRATF.  Those 
included expense reductions, fee adjustments, other additional revenue sources. and both regular and 
special assessments.  We presented all those ideas in our public meeting and recent forums.  On August 
4 we will deliver our analysis, with options and recommendations, to the POA Board -- as possible steps 
to take in addressing HSV’s financial needs.    Regardless of the decisions the HSV Board of Directors 
makes -- and the subsequent decisions property owners will be asked to make -- keeping Hot Springs 
Village the type of community we all want it to be will require continued investment for years to come.   
But that’s to be expected with any ‘home’!  
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