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Nine Mile Ranch Homeowners Association

Preface

This preface is intended to provide an introduction to the enclosed reserve analysis as well as detailed information re-
garding the reserve analysis report format, reserve fund goals/objectives and calculation methods. The following sec-
tions are included in this preface:

Introduction to Reserve Budgeting ........................cco page i
Understanding the Reserve Analysis............................ page i
Reserve Funding Goals / Objectives......................cccool, page ii
Reserve Funding Calculation Methods...................................... page iii
Reading the Reserve Analysis ..................ccooiiiiii page vi
Glossary of Key Terms ...t page xi
Limitations of Reserve Analysis................cccccooiiiiiiicicennne, page xiv

¢ ¢ ¢ ¢ INTRODUCTION TO RESERVE BUDGETING ¢ ¢ ¢ ¢

The Board of Directors of an association has a legal and fiduciary duty to maintain the community in a good state of re-
pair. Individual unit property values are significantly impacted by the level of maintenance and upkeep provided by the
association as well as the amount of the regular assessment charged to each owner.

A prudent plan must be implemented to address the issues of long-range maintenance, repair and replacement of the
common areas. Additionally, the plan should recognize that the value of each unit is affected by the amount of the regu-
lar assessment charged to each unit.

There is a fine line between “not enough,” “just right” and “too much.” Each member of an association should contribute
to the reserve fund for their proportionate amount of “depreciation” (or “use”) of the reserve components. Through time,
if each owner contributes a “fair share” into the reserve fund for the depreciation of the reserve components, then the
possibility of large increases in regular assessments or special assessments will be minimized.

An accurate reserve analysis and a “healthy” reserve fund are essential to protect and maintain association common
areas and property values of individual unit owners. A comprehensive reserve analysis is one of the most significant
elements of any association's long-range plan and provides the critical link between sound business judgment and good
fiscal planning. The reserve analysis provides a “financial blueprint” for the future of an association.

¢ ¢ ¢ ¢+ UNDERSTANDING THE RESERVE ANALYSIS ¢ ¢ ¢ ¢

In order for the reserve analysis to be useful, it must be understandable by a variety of individuals. Board members
(from seasoned, experienced Board members to new Board members), property managers, accountants, attorneys and
homeowners may ultimately review the reserve analysis. The reserve analysis must be detailed enough to provide a
comprehensive analysis, yet simple enough to enable less experienced individuals to understand the results.

There are four key bits of information that a comprehensive reserve analysis should provide: Budget, Percent Funded,
Projections and Inventory. This information is described as follows:

Budget
Amount recommended to be transferred into the reserve account for the fiscal year for which the reserve analysis is pre-

pared. In some cases, the reserve analysis may present two or more funding plans based on different goals/objectives.
The Board should have a clear understanding of the differences among these funding goals/objectives prior to imple-
menting one of them in the annual budget.
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Percent Funded

Measure of the reserve fund “health” (expressed as a percentage) as of the beginning of the fiscal year for which the
reserve analysis is prepared. This figure is the ratio of the actual reserve fund on hand to the fully funded balance. A
reserve fund that is “100% funded” means the association has accumulated the proportionately correct amount of mon-
ey, to date, for the reserve components it maintains.

Projections
Indicate “level of service” the association will provide the membership as well as a “road map” for the fiscal future of the

association. Projections define the timetables for repairs and replacements, such as when buildings will be painted or
when asphalt will be seal coated. Projections also show the financial plan for the association — when an underfunded
association will “catch up” or how a properly funded association will remain fiscally “healthy.”

Inventory
Complete listing of reserve components. Key bits of information are available for each reserve component, including

placed-in-service date, useful life, remaining life, replacement year, quantity, current cost of replacement, future cost of
replacement and analyst's comments.

¢ ¢ ¢+ ¢ RESERVE FUNDING GOALS / OBJECTIVES ¢ ¢ ¢ ¢

There are four reserve funding goals/objectives which may be used to develop a reserve funding plan that corresponds
with the risk tolerance of the association: Full Funding, Baseline Funding, Threshold Funding and Statutory Funding.
These goals/objectives are described as follows:

Full Funding
Describes goal/objective to have reserves on hand equivalent to the value of the deterioration of each reserve compo-

nent. The objective of this funding goal is to achieve and/or maintain a 100% percent funded reserve fund. Component
calculation method or directed cash flow calculation method is typically used to develop a full funding plan.

Baseline Funding
Describes goal/objective to have sufficient reserves on hand to never completely run out of money. The objective of this

funding goal is to simply pay for all reserve expenses as they come due without regard to the association’s percent fund-
ed. Minimum cash flow calculation method or directed cash flow calculation method s typically used to develop a base-
line funding plan.

Threshold Funding
Describes goal/objective other than the 100% level (full funding) or just staying cash-positive (baseline funding). This

threshold goal/objective may be a specific percent funded target or a cash balance target. Threshold funding is often a
value chosen between full funding and baseline funding. Minimum cash flow calculation method or directed cash flow
calculation method is typically used to develop a threshold funding plan.

Statutory Funding
Describes goal/objective as described or required by local laws or codes. Component calculation method, minimum

cash flow calculation method or directed cash flow calculation method may be used to develop a statutory funding plan,
depending on the requirements.
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¢ ¢ «+ ¢+ RESERVE FUNDING CALCULATION METHODS ¢ ¢ ¢ ¢

There are three funding methods which can be used to develop a reserve funding plan based on reserve funding goals/
objectives: Component Calculation Method, Minimum Cash Flow Calculation Method and Directed Cash Flow Calcula-
tion Method.

Directed cash flow calculation method offers flexibility for developing custom funding plans. Directed cash flow calcula-
tion method funding plans can accommodate use of various contribution increases and/or special assessments (or
loans) through time. As the name suggests, the user “directs” the funding plan as needed to achieve reserve funding
goals or objectives. Because of this flexibility, the vast majority of reserve analyses are developed using the directed
cash flow calculation method. Whereas component calculation method funding plans and minimum cash flow calculatiol
method funding plans are typically used as reference information; usually considered the “floor” (minimum cash flow cal-
culation method) and “ceiling” (component calculation method) of a reasonable reserve funding plan.

The three calculation methods are described as follows:

Component Calculation Method

Component calculation method develops a funding plan for each individual reserve component. The sum of the funding
plan for each component equals the total funding plan for the association. This method is often referred to as the
“straight line” method. This method structures a funding plan that enables the association to pay all reserve expendi-
tures as they come due, enables the association to achieve the fully funded reserves in time, and then enables the asso
ciation to maintain fully funded reserves through time. The following is a detailed description of component calculation
method:

Step 1: Calculation of fully funded balance for each component

Fully funded balance is calculated for each component based on its age, useful life and current cost. The actual formula
is as follows:

Age

———— X Current Cost
Useful Life

Fully Funded Balance =

Step 2: Distribution of current reserve funds

Association’s current reserve funds are assigned to (or distributed amongst) reserve components based on each compo
nent’s remaining life and fully funded balance as follows:

Pass 1: Components are organized in remaining life order, from least to greatest, and the current reserve funds are as-
signed to each component up to its fully funded balance, until reserve funds are exhausted.

Pass 2: If all components are assigned their fully funded balance and additional funds exist, they are assigned in a
“second pass.” Again, components are organized in remaining life order, from least to greatest, and remaining current
reserve funds are assigned to each component up to its current cost, until reserve funds are exhausted.

Pass 3: If all components are assigned their current cost and additional funds exist, they are assigned in a “third pass.”
Components with a remaining life of zero years are assigned double their current cost, until reserve funds are exhaust-
ed. After pass 3, if additional reserve funds remain, there are excess reserves.

Distributing, or assigning, reserve funds in this manner is the most efficient use of the funds on hand — it defers the make
-up period of any underfunded reserves over the lives of the components with the largest remaining lives.

Step 3: Developing a funding plan
After step 2, all components have a “starting” balance. A calculation is made to determine what funding would be re-

guired to get from the starting balance to the future cost over the number of years remaining until replacement. The
funding plan incorporates the contribution increase parameter to develop a “stair stepped” contribution.
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For example, if an association needs to accumulate $100,000 in ten years, $10,000 could be contributed each year.
Alternatively, the association could contribute $8,723 in the first year and increase the contribution by 3% each year
thereafter until the tenth year.

In most cases, the contribution increase parameter should match the inflation parameter. Matching the contribution in-
crease parameter to the inflation parameter indicates, in theory, that member contributions should increase at the same
rate as the cost of living (inflation parameter). Due to the “time value of money,” this creates the most equitable distribu-
tion of member contributions through time.

Using a contribution increase parameter that is greater than the inflation parameter will reduce the burden to current
members at the expense of future members. Using a contribution increase parameter that is less than the inflation pa-
rameter will increase the burden to the current members to the benefit of future members. The following chart shows a
comparison:

0% Increase 3% Increase 10% Increase
Year 1 $10,000.00 §8,723.05 $6,274.54
Year 2 §10,000.00 §8,984.74 $6,901.99
Year 3 $10,000.00 §9,254.28 §7,592.19
Year 4 $10,000.00 §9,531.91 §8,351.41
Year 5 $10,000.00 §9,817.87 §9,186.55
Year 6 $10,000.00 $10,112.41 $10,105.21
Year 7 $10,000.00 §10,415.78 S11,115.73
Year 8 $10,000.00 §10,728.25 $12,227.30
Year 9 $10,000.00 §11,050.10 §13,450.03
Year 10 $10,000.00 $11,381.60 $14,795.04
TOTAL $100,000.00 $100,000.00 $100,000.00

One major benefit of using component calculation method is that for any single component (or group of components),
reserve funding can be precisely calculated. For example, using this calculation method, the reserve analysis can indi-
cate the exact amount of current reserve funds “in the bank” for the roofs and the amount of money being funded to-
wards the roofs each month. This information is displayed on the Management Summary and Charts as well as else-
where within the report.

Minimum Cash Flow Calculation Method

Minimum cash flow calculation method develops a funding plan based on current reserve funds and projected expendi-
tures during a specific timeframe (typically 30 years). This funding method structures a funding plan that enables the
association to pay for all reserve expenditures as they come due, but is not concerned with the ideal level of reserves or
percent funded through time.

This calculation method tests reserve contributions against reserve expenditures through time to determine the minimum
contribution necessary (baseline funding). This calculation method will determine the minimum reserve contribution to
ensure that the beginning reserve balance is sufficient to pay for the scheduled expenditures in each year. By definition,
this calculation method will create a funding plan where, at some point over the projection period, the beginning reserve
fund balance will equal the expenditures for that year. Under some conditions, based on reserve expenditure profile, this
calculation method produces a funding plan that will take the association into an overfunded status through time; in these
cases, directed cash flow calculation method can be used to optimize results.

Minimum cash flow calculation method is not without downsides... Unlike component calculation method, the minimum
cash flow calculation method cannot precisely calculate reserve funding for any single component (or group of compo-
nents). In order to work-around this issue to provide this bookkeeping information, a formula has been applied to com-
ponent calculation method results to calculate a reasonable breakdown. This information is displayed on the Manage-
ment Summary and Charts as well as elsewhere within the report. Using minimum cash flow calculation method typical-
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ly requires an annual reallocation of reserve funds (amongst reserve components) to ensure each component remains
properly funded through time. Associations in states that require segregated reserve funds for certain components (i.e.
roofs, painting, etc.), should pay special attention to this issue; it may be desirable to complete separate reserve anal-
yses for segregated reserve components.

Directed Cash Flow Calculation Method

Directed cash flow calculation method develops a funding plan based on current reserve funds and projected expendi-
tures during a specific timeframe (typically 30 years). This funding method structures a funding plan that enables the
association to pay for all reserve expenditures as they come due and, if possible, determine the optimal funding plan to
achieve 100% funding over the projection period.

Directed cash flow calculation method offers flexibility for developing custom funding plans. Directed cash flow funding
plans can accommodate use of various contribution increases and/or special assessments (or loans) through time. As
the name suggests, the user “directs” the funding plan as needed to achieve any reserve funding goals or objectives.
Because of this flexibility, the vast majority of reserve analyses are developed using this calculation method.

Directed cash flow calculation method is not without downsides... Unlike component calculation method, the directed
cash flow calculation method cannot precisely calculate reserve funding for any single component (or group of compo-
nents). In order to work-around this issue to provide this bookkeeping information, a formula has been applied to com-
ponent calculation method results to calculate a reasonable breakdown. This information is displayed on the Manage-
ment Summary and Charts as well as elsewhere within the report. Using directed cash flow calculation method typically
requires an annual reallocation of reserve funds (amongst reserve components) to ensure each component remains
properly funded through time. Associations in states that require segregated reserve funds for certain components (i.e.
roofs, painting, etc.), should pay special attention to this issue; it may be desirable to complete separate reserve anal-
yses for segregated reserve components.
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READING THE RESERVE ANALYSIS

* e o

In some cases, the reserve analysis may be a lengthy document of one hundred pages or more. A complete and thor-
ough review of the reserve analysis is always a good idea. However, if time is limited, it is suggested that a thorough
review of the summary pages be made. If a “red flag” is raised in this review, the reader should then check the detail
information ("Component Detail”), of the component in question, for all relevant information. In this section, a description
of most of the summary or report sections is provided along with comments regarding what to look for and how to use

each section.

Executive Summary

Provides general information about project, global parameters used in the calculation of the reserve analysis as well as
the core results of the reserve analysis.

Client Information

Provides information
including fiscal year for which
reserve analysis is prepared,
number of units, etc.

Sample Condominium Association

Exgcutive Summary
Directed Cash Flow Method

Chent Gilobal Parametens

Arcount Mumber 00002
Wersion Number 1

1182023
ANR0Z2 1012312022
Numibar of Condominiums s

Analyss Dat
Fisoal Yoar

Conlingency

Inflaticn Rate

Investment Reate.
Tanes on Invesimens

Annual Contribaian Increase.

Community Profile
Provides brief description of
community as well as other
“global” comments.

Budget

Provides recommended fund-
ing for fiscal year for which
reserve analysis is prepared.
Indicates reserve funding from
membership, anticipated
interest contribution and total
contribution requirement.

Comamunity Profile

This community conssts of 275 ateched condaminkm unils wih prvale roadwsys. peol ares and axenshe
| landscaped areas.

For budgeting purposes, unkess otharwiss indicated, we haws used January 1994 as the average paced-in-sandce date

ARS sile visils: Augusi 24, 2021, July 2018, August 2015; June 2012 and August 2008

Adequacy of Reserves as of January 1, 2022

Fuly Funded Reserve Balance
Percent Funded
Deficit per Condaminium

[Anicipated Resene Balance

52,560.500.00]
$5,089,095.96)
56.21%
58.104.00]

Funding for the 2022 Fiscal Year Annual

Monthly

Per Condominium
Par Month

Member Conirbulion $524,159
Inferest Contriutin £20,042

543,679.89
$1.736.8
54541672

315884
$6.12

$165.15

/ Tetal Cantributian $845,001

6.30.2023(2)
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Global Parameters
Displays calculation
parameters that were used
to calculate reserve
analysis including inflation,
contribution increase,
investment rate, tax rate
and contingency.

Adequacy of Reserves
Displays results of
calculations with regard to
“health” of reserve fund as
of beginning of fiscal year
for which the reserve
analysis is prepared.
Provides anticipated reserve
balance, fully funded reserve
balance and percent funded.

Advanced Reserve Solutions, Inc.
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Calculation of Percent Funded
Summary displays all reserve components, shown here in “category” order. Provides remaining life, useful life, current
cost and fully funded balance at beginning of fiscal year for which the reserve analysis is prepared.

Lifespans

Remaining life and useful life
are displayed. And, these
columns are conveniently sub

totaled to show range.
Sample Condominium Associ
Reserve Components Calculation of Percent Funde
Sorted by Category; Alphabegifal
All components are
1 Full
dis P layed ( sljl,own here oy Uras o il
in “category” order). ot0Suests sence
Strewts - Asphall, Cverlay | Major Rehab [ 24 £360,300.00 $321,176.47
Streets - Asphalt, Repar 2 4 £24,300.00 $12,150.00
Streets - Asphalt, Seal Coat 2 4 $14,550.00 §7,290.00
Strests - Cancrete 2 4 £20,200.00 £10,000.00
Sub Tatal —FF i e EEEEdt
020 Roofs
Roafs - Rain Gutters 12 40 $123 78500 £56 640,50
Roafs - Tk, Clean & Maintan o 1 £37,50000 £37 800,00
Roaofs- The, Replace
Sub Totsl sampl inium Associati Current Cost
Calculation of Percert Funded / ;
020 Paintis
T Sorted by Category; Alphabetical Displays current
kg e e g cost to replace or
o s o B Repily e, oumat :fgé_;% otherwise maintain
e e Poal - Fillers 1 X
Parirg W g i o s Po. bl 7 12 by each component.
Foal - Replaster & Tile 7 10 £9,485.21 . .
Poal - Furnie a ; sz ar This column is
. Poal Area - Paver Dack, Repair 17 20 £2,564.10 2
Fancing - Giass Scund Atienuatio 2ol i E ey
. o Poct e o et v . 20 » conveniently sub
Raing & Gates - Wrought Iron, ints ;z‘; --I:;e- 3 :t lEO’Ea].ed.
;::‘J’roz:’“’” EpeE Sps - Replaster & Tile 7 10
Sub Total FEE 620
IL"-'*'" Decio/Stairs - Clean & Seal 2 4 103,880 25
; :gn: e Docks!Stars - Resurace [ an $724,50000 58 ;.
s Totad % A Subs Tetal 7% =] 652, T60.25 596, 002.21
060 Pool Arsa 080 Termite Contral & Weod Repair
- Geramic Tik, Iteiar Tt Cor na na 3000
Ceramic Tie, Showens Wood Repair - Paint Cycle Ll 5 £58,000.00
- Doors. ‘Whood Repair - Shulters 20 £44 00000
ana - FUmbing Fiatureste 2w Joml L =
Cabena - Restroom Partitions
Cabana - Waler Hesser Sl g
Landscape - Irigation Contrallers 7 12 £24 15000 £5,450.00
Landscape - Renovation o 1 £17,50000 £17.800.00
Sub Total o7 112 $41,850.00 $26,950.00
100
Firg Safety - Control Fanels 1 20
Fire Safedy - Extinguisher Cabinets a an
Maibaxes 18 20
Sigrage 1] 20
I.Hq- Ot Monirs. El an
Sub Total 18
Fully Funded Balance
Corenganey e na na stz Displays fully funded
o Ti8 140 STom eI 55,005,000 balance for each com-
| Anticipated Reeerve Balance $2.860,500.00| . .
Percart Funed sa21% ponent. This column is
conveniently sub
totaled.

Total current cost to replace or otherwise maintain all
components, total fully funded balance, anticipated reserve
balance and percent funded are provided at bottom of this
summary. Also shown is range of reserve component re-
maining lives and useful lives.
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Summary displays all reserve components, shown here in “category” order. Provides assigned reserve funds at begin-
ning of fiscal year for which reserve analysis is prepared along with monthly member contribution, interest contribution
and total contribution for each component and category. Pie charts show graphically how reserve fund is distributed
amongst reserve component categories and how each category is funded on a monthly basis.

S s le Cond inium A
Management Summary
Directed Cash Flow Method; Sorted by Category

Monthly Funding
Displays monthly
funding for each

Pie Charts
Show graphically how reserve fund is
distributed amongst reserve components

Baloncest  Monthly  Monthly Total
e Gomiton_Gontfte _Gontrian component from
ot Year
010 Streets i
Streets . Asphat, Overlay | Major Retab ML $1,1503 S18816  §1338.48 members and interest.
Siraets - Asphat, Ropai S12950.00 5414.05 5863 542273 - -
Sireets - Asphal, Seal Coat $7.200.00 524845 3518 525364 Total monthly fund mng 1s
Sireets - Concrela $10,000.00 534082 7.1 3347 52 P
Sub Tetal = T also indicated. And,
o these columns are
Reals - Fiin Guters 386 640 50 532153 5041 7234 i
Reats - Tie, Cisan & Mantain $37 500 00 §2 448 57 31002 $2.454 B4 convem enﬂ-y SUb tOta]-ed-
Roats - Tie, Replace 522672283 £19,2
Sub Total ks m§ Sample Condominium A
Management Summary
030 Painting " 2
Painting - Cabana Interior 38421 1 Directed Cash Flow Method; Sorted by Category
Paintirg - Red Curbe 3256750 =
Paintirg - Stucco 02078 s Baloncant Month Wonthly Total
Painting - Wooowark $19.001.11 2,05 B-wlmlnn Membar Interest Ianthly
Painting - Wraught iron, Buidngs 3477778 =571 L.l
Painting - Wratght knon, Pasl Area 367063 5o Fock - e, s Ty 27 i)
Pty T - Prol - Heater 185070 2067 $1.24 s
Prol - Repiaster & Tik 59,486 21 528,65 3646 526211
: Pool Area - Furmiture 452961 $1a7.37 3335 515073
Fencing - Glass Sound Aterustion $38,007 04 1 Pocd uiea . Per Dk e phlr T FHEAT 035 §ed5a
iy i o Pt At S o Paal Area - Woad Patio Covers 5003125 533 3547 36917
Reiling & Sught Iron, Lirits smedzz $.04 Spe il L btk kb
Wala - Slwcen, Rapair Spa - Hester 53511 177 3968
Pt Spu - Repiaster & Tike 5101 3150 36460
Sub Total e reeaT e I See05E
Q50 Lighting
Lighting - Buildings b S i i hple Condominium Association
Lighting - Lancscapn ::h“; :::: H:‘;Lﬁ 2l s"' it ;;? o Management | Accounting Charts
Lighting - Gireese & ¥iakis itk - = haciies 3
Latero- e it e ed Gash Flow Method: Sorted by Category
e 080 Tarmite Gontrol & Wood Repair
Gabana - Caramic The, Intenor F10,847 84 53 T e . i - L ik Distribution of Current Ressrve Fund
Catians - Ceramic Tike, Shawers 3634218 = Wood Reqalr - Paint Cycla 1644444 387143 ars Saraba
i 5 Wiced Repar - Shutiers 0 267 50 £138.08 2301 316206
Cabarn. P P — p Sub Tatal EECRETET $1,010.48 S20161 $1,512.08
Cabana - Restioom Partitons =
Catara - dster Heeles N Landssape - Irigeban Corralers $6 450,00 15553 3603 316138
Landscape - Renovaban 7 80000 8142 65 467 $1.147 39
Sub Total W0 ST o 5130870 R EE
100
Fira Safety - Corfrol Panals 1 Bed "
Fire Safety - Extrguisher Cabinets 33878 bl
[R— 2115
Sgrage 3118
Uiy Closet Doore 38051
Balance at FYB sub Total
Shows amount of Contngency 33350 1727 5278 13m0
reserve funds assi gned fo Total 20050000 S4167888  S17IE  s4sA1672)) | C—
each reserve comp onent.
And, this column is
conveniently sub totaled.
I 010 et 1251 ] 090 Landscape 156}
[ ceo Roofs 2% [E 100 Miscebanesus (13%)
I 30 Painting (3% ] cantingercy {3%)

I 40 Ferwivg, Railiveg S Walks (13%)

[ 050 Lighting &%)

[ 060 Posal Araa (2%]

[ 070 ek (278

[0 can Termite Control & Waod Repair (12%)

Z
/

and how components are funded.

6.30.2023(2)
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Projections and Charts

Preface

Summary displays projections of beginning reserve balance, member contribution, interest contribution, expenditures
and ending reserve balance for each year of projection period (shown here for 30 years). Two columns on the right-
hand side provide fully funded ending balance and percent funded for each year. Charts show the same information in

an easy-to-understand graphic format.

40% - 65%

S ple G inium A
Projections
i e Format makes numbers as easy to
read and understand as possible.
Fully . =
Fucl  Beginiing  Member  arest wdng  Funded Color-coded bar indicates reserve
" "
M 3860500 $52450  S20842  S13Z55B  $.272043 85483428 fund status:
073 35272945 $537,263 323408 3185528 £3644 085 35,844 082 3?‘3&‘
vy $3 648 08D $550, B34 $25718 $237, 762 £3 5684 Ta0 36 166026 T 4 N = -
8 $IBETA  SEE44E2  §20203 $8EES1  S44EOTE?  36,688405 Green Good > 65%
priv ] 32483752 $578,573 328 443 3708,377 $4,362 301 36531322 Y ]_]_ F .
mxy 343823 $593,037 3RS 82,207 $4,855,515 §7,086.280 c ow a]-r
e $4956515  SSUTE6Y  S2518  S1MBSSE  SAS60138  S6027950
e 35,960,128 $E23,080 $HEExN 5168 650 £4 443 167 35 496 358
a0 $e 440 167 $630 BIE $20.479 $537 B30 4
a1 $4 573562 $654 BOZ $24850 £1,334 G286 £3, P Pt
miz OB SE09T  SZAMD ST 84 Sample Cnggmzr":lg:;ln;:ssomatlon
013 34318218 SeT42 53008 672168 4 mmm]cagn o e
034 S9M28M0  STO4S0 B339 S4EDLA S
w5 BASSY ST2ZESE STEO0 SRIS0 81
ek} 31,481502 740,623 §7.798 3710,165 $1 Resarve Balance
ety 31519958 $759,138 312,554 579,856 52,
e S2MEBA SITAMT SITETA SBEE 52 10,000,100
e 3.,896978 $797,5659 321563 §179,342 53
2040 35536868 $817,508 324333 3448,095 53, $8,000,000
041 35,932611 3837846 321 842 §1,191,590 3.
4z 35600370 ‘$B58, 835 326,523 37211 §4, 55,000,000
043 34266117 '$880,357 330,505 3313830 34,
44 34,866,261 3602,377 334,200 3408,227 15,
045 35,383810 3924836  $39969 3125840 %4 4,000,000
2046 36,232874 3848,056 339,555 3972832 34,
maT 36,246.067 3671,761 saz85 ST & 32,000,000 s i
048 37164168 3008055  $40209  S1EEME20 %6 ple Condominium Association
Tt 318 §1020056 345111 SIOOTT 7 o Per:jgcﬂ:n;ha:‘sﬂh i
2080 S8 G100 SE2AM 184088 g4 T AR EL Ee G b B e
Wi $HI007I7  S1072842  SHEW  SIEIME 4T LA LI T8 H H
— Prpecien = Fully Funded Contributions
Percent Funded
2000
176%
150%
126%
1009
T8N T y = o
FERG 2 BRI ET S
S0%
R Merbaer N |rlinesl
26%
%
B B ] B E g 3
E ROER F AR R 3 Rk
/ Expenditures.
£3,000,000
£2,000,000
$1,000,000
so l
B -1 k ;-] -]
§ g B & 8 F E B &8 & 8 1 8
Charts
Show graphically reserve
funding plan through time.
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Component Detail

Summary provides detailed information about each reserve component. These pages display all information about each
reserve component as well as comments from site observations and historical information regarding replacement or oth-
er maintenance.

Lifespan Information
Displays placed-in-service
e i date, useful life, remaining

Component Detail life and replacement year.
Directed Cash Flow Calculation Method; Sorted By Category

p

[Streets - Asphalt, Seal Coat §

Categery 010 Streets

% of Replacement 100.00% m
Current Cast 514,58000 -
Pracsdin v otz Futre o SiEara IC)gistllllfol matliltt;n - cost
Ener AL 1 1splays quan unit Cos’
Assigned Reserves 8l FYB 37,28000 2 2
Remaining Lite 2 hanihity Member Contibution 524645
Repiacement Year 24 Nanthity Interest Contribution 3518 percentage of fepla Cement,
Total Mortly Contruin s current cost and future cost.
ple Gondomini =
Component Detail
Directed Cash Flow Calculation Method; Sorted By Category
[Painting - Stucca § =
Category 030 Pairting Cusnlity 325750 s fi }:()jal 1 lﬂtl()ll Res:;lts
ko A 15plays assigned reserves
% of Replacemert 100.60% _ 9
Curren Cast £334,385.00
. _— Gy S and funding requirements.
i 4 Useful Lite 10
The association repared, seal coated and restriped the asphalt throughout the com Assigned Reserves 8l FYE 520,230 78
essocsation repaifed, sesl costed (2 coals) end restiived the ssphelt thioughct the oy AL T
cfmamsll"mmlr ot 34,855, seal cnat and l&amuesltsm 160} ThEass:g?alm\ [ Remaining Lite 9 Manthity Member Contribution $2,85592
asphalt thraughout ity during 2015 for an cost The assoc Replacament Year 031 Ponthity Interest Contriution 52324
and restriped the asphalt throughout the community in Cotober 2018 for 2 fobsl cost Tatal Merthly Centribution 3287816
repairferack fill at 4,790 seal coat at $8 738 ard reslipe ot 53 482)

The curent cost used for tis based
adjusted fer inflation where apaicable le Condomini A

Component Detail
Directed Cash Flow Calculation Method; Sorted By Category

p

For budgeting purposes, we have usad the next fscal year's baginning date as the
camgonent

Agphall surfaces shouid be seal coated on 8 3 to 4 year cyde

[Posl - Replaster & Tile §
Category 060 Poal Area Cuantity 1 peal
Unit Cast 534 387 50
% of Replacement 100.00%
Curren Cost 534,387.50
Placad In Service 052019 Fulure Cost SA0ET593
Uselul Life 1]
Th he erdi
T painted | ¥ {stuocn, woodwark, wrought iron and
¢6l cost of 306,000, The essncieson painted (e enfite communly (Suces, wiod B :h“‘;"*"M ““‘be ol FIL? ng;
inbericed in Sumimver 2011 far a total cost of S400,500. The sssocistan painted the of Remaining Life 7 nitily Mernber Contrbuticn
maibooes, after she bores wene raplaced n October 2015, for 2 tatal cost of $1,565] Replasament Year e Manttity Interest Contriution 646
— community stuco, woodwork, winught imn and the cabena inberor] in Summer 201 Tt Morithly Contribitin 5262 11
The cumrent coest used for thi tie based on

for inflation where applicable.

Comments
H 1 1 2,125 2q 1t of replash o 51350 = 526,587 50
Useful quormatlon_ from site 180 T:. o z::erlﬂe;::m tie .4 BEL 53,15000
obsewatlons an_d h_lstorlca]_ 170 lin. ML of stegibench e <1 S1500 = 52,55000
£ TOTAL = 534,307 50
expenses mCIUded here- The assceiahion raplastered the pool durng 2006 for a total cost of $22,174. The assocation replastersd the pool and
spa, replaced the pool and spa lighting (with LED lights) and ‘eplaced the mastic material &t he pocl erea in March 2011

for & togal coet of 541,541, The assocition reniastered the cool and epa in May 2073 for & total cost of $35.443

Photos

Optional photos adds an ad-
ditional layer of detail to the
reserve analysis.
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¢ ¢ ¢6¢ GLOSSARYOFKEYTERMS ¢ ¢ ¢ ¢

Anticipated Reserve Balance (or Reserve Funds)

Amount of money, as of a certain point in time, held by association to be used for the repair or replacement of reserve
components. This figure is “anticipated” because it is calculated based on the most current financial information availa-
ble as of the analysis date, which is almost always prior to the fiscal year beginning date for which the reserve analysis is
prepared.

Assigned Funds (and “Fixed” Assigned Funds)
Amount of money, as of fiscal year beginning date for which reserve analysis is prepared, that a reserve component has
been assigned.

Assigned funds are considered “fixed” when the normal calculation process is bypassed and a specific amount of money
is assigned to a reserve component. For example, if the normal calculation process assigns $10,000 to the roofs, but
the association would like to show $20,000 assigned to roofs, “fixed” funds of $20,000 can be assigned.

Component Calculation Method
Reserve funding calculation method developed based on each individual reserve component. A more detailed descrip-
tion of the actual calculation process is included in the “reserve funding calculation methods” section of the preface.

Contingency Parameter

Rate used as a built-in buffer in the calculation of a reserve funding plan. This rate will assign a percentage of reserve
funds, as of the fiscal year beginning, as contingency funds and will also determine the level of funding toward contin-
gency each month.

Contribution Increase Parameter
Rate used in calculation of funding plan. This rate is used on an annual compounding basis. This rate represents, in
theory, the rate the association expects to increase contributions each year.

In most cases, this rate should match the inflation parameter. Matching the contribution increase parameter to the infla-
tion parameter indicates, in theory, that member contributions should increase at the same rate as the cost of living
(inflation parameter). Due to the “time value of money,” this creates the most equitable distribution of member contribu-
tions through time.

Current Replacement Cost
Amount of money, as of fiscal year beginning date for which reserve analysis is prepared, that a reserve component is
expected to cost to replace.

Directed Cash Flow Calculation Method
Reserve funding calculation method developed based on total annual expenditures. A more detailed description of the
actual calculation process is included in the “reserve funding calculation methods” section of the preface.

Fiscal Year
Budget year for association for which reserve analysis is prepared. Fiscal year beginning (FYB) is first day of budget
year; fiscal year end (FYE) is last day of budget year.

Fully Funded Reserve Balance
Amount of money that should theoretically have accumulated in the reserve fund as of a certain point in time. Fully fund-
ed reserves are calculated for each reserve component based on the curmrent replacement cost, age and useful life:

Age

Fully Funded Reserves = Useful Life

X Current Replacement Cost

Fully funded reserve balance is the sum of the fully funded reserves for each reserve component.
An association that has accumulated the fully funded reserve balance does not have all of the funds necessary to re-
place all of its reserve components immediately; it has the proportionately appropriate reserve funds for the reserve com-
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ponents it maintains, based on each component’s current replacement cost, age and useful life.

Future Replacement Cost

Amount of money, as of fiscal year during which replacement of a reserve component is scheduled, that a reserve com-
ponent is expected to cost to replace. This cost is calculated using the current replacement cost compounded annually
by the inflation parameter.

Global Parameters
Financial parameters used to calculate reserve analysis. See also “inflation parameter,” “contribution increase parame-
ter,” “investment rate parameter” and “taxes on investments parameter.”

Inflation Parameter

Rate used in calculation of future costs for reserve components. This rate is used on an annual compounding basis.
This rate represents rate the association expects the cost of goods and services relating to their reserve components to
increase each year.

Interest Contribution
Amount of money contributed to reserve fund by interest earned on reserve fund and member contributions.

Investment Rate Parameter

Gross rate used in calculation of interest contribution (interest earned) from reserve balance and member contributions.
This rate (net of taxes on investments parameter) is used on a monthly compounding basis. This parameter represents
the weighted average interest rate association expects to earn on their reserve fund investments.

Membership Contribution
Amount of money contributed to reserve fund by association’s membership.

Minimum Cash Flow Calculation Method
Reserve funding calculation method developed based on total annual expenditures. A more detailed description of the
actual calculation process is included in the “reserve funding calculation methods” section of the preface.

Monthly Contribution (and “Fixed” Monthly Contribution)
Amount of money, for fiscal year which reserve analysis is prepared, that a reserve component will be funded.

Monthly contribution is considered “fixed” when the normal calculation process is bypassed and a specific amount of
money is funded to a reserve component. For example, if the normal calculation process funds $1,000 to the roofs each
month, but the association would like to show $500 funded to roofs each month, a “fixed” contribution of $500 can be
assigned.

Number of Units (or other assessment basis)
Number of units for which reserve analysis is prepared. In “phased” developments, this number represents the number
of units, and corresponding common area components, that exist as of a certain point in time.

For some associations, assessments and reserve contributions are based on a unit of measure other than number of
units. Examples include time-interval weeks for timeshare resorts or lot acreage (or square feet) for commercial/
industrial developments.

One-Time Replacement
Used for components that will be budgeted for only once.

Percent Funded
Measure of association’s reserve fund “health,” expressed as a percentage, as of a certain point in time. This number is
the ratio of anticipated reserve fund balance to fully funded reserve balance:

Anticipated Reserve Fund Balance
Fully Funded Reserve Balance

Percent Funded =
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Reserve fund health:

Green Good > 65%
Yellow Fair 40% to 65%

An association that is 100% funded does not have all reserve funds necessary to replace all of its reserve components
immediately; it has the proportionately appropriate reserve funds for reserve components it maintains, based on each
component’s current replacement cost, age and useful life.

Percentage of Replacement
Percentage of reserve component that is expected to be replaced.

For most reserve components, this percentage is 100%. In some cases, this percentage may be more or less than
100%. For example, fencing which is shared with a neighboring community may be set at 50%. Another example would
be a component where partial replacement is expected, such as interior doors.

Placed-In-Service Date
Date (month and year) that a reserve component was originally put into service or last replaced.

Remaining Life
Length of time, in years, until a reserve component is scheduled to be replaced.

Remaining Life Adjustment
Length of time, in years, that a reserve component is expected to last in excess (or deficiency) of its useful life for current
cycle of replacement (only).

If current cycle of replacement for a reserve component is expected to be greater than or less than the “normal” life ex-
pectancy, the reserve component’s life should be adjusted using a remaining life adjustment.

For example, if wood trim is painted normally on a 4 year cycle, useful life should be 4 years. However, when it comes
time to paint the wood trim and it is determined that it can be deferred for an additional year, useful life should remain at
4 years and a remaining life adjustment of +1 year should be used.

Replacement Year
Fiscal year that a reserve component is scheduled to be replaced.

Reserve Components
Line items included in the reserve analysis.

Taxes on Investments Parameter
Rate used to offset investment rate parameter in the calculation of interest contribution. This parameter represents the
marginal tax rate association expects to pay on interest earned by reserve funds and member contributions.

Total Contribution
Sum of membership contribution and interest contribution.

Useful Life
Length of time, in years, that a reserve component is expected to last each time it is replaced. See also “remaining life
adjustment.”
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