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EXECUTIVE SUMMARY
The reserve account for _____________ Condominium Association is underfunded by $115,375.
We recommend increasing the level of contribution to the reserve account to $40,000 and increasing the contribution by 4% each year to match an assumed rate of inflation of 4%. 

















OVERVIEW

We are pleased to provide here a report of your Client-Assisted Capital Reserve Study. It represents a collaborative effort by you and us. 

The conclusions and recommendations provided here use, as their starting point, the data you collected using the format we provided. A copy is provided in the Addendum.

The Conclusions section summarizes the study using two spreadsheet formats:  

1. Analysis of Present Funds 
1. Cash Flow Analysis

The Analysis of Present Funds tells you where you stand right now. It compares the amount you should have in reserve today with the “used up” (depreciated) portion of your common area components.  For example, if the cost to replace a roof with a life span of 20 years is $10,000 and you have had use of it for five years ago, you should now have $2,500 in reserve for its replacement. The sum of all such “used ups” (depreciations) for all common area components is what should be in your reserve account today. Any shortfall or excess is shown.

Your Analysis of Present Funds is a snapshot in time – good only for the current year and the amount you have in your reserve account today. We provide further explanation of the rationale of the Analysis of Present Funds in your start-up tutorial package.

The Cash Flow Analysis shows all your expenses projected out for the next thirty years. For each year, we show the recommended level of contribution to the reserve account and the ending balance that would be your reserve account should you contribute at the recommended level. Here is where your understanding of the property and the membership overrides. You will likely have a different opinion on just how to adjust the level of contribution to reserve to meet the upcoming expenses. The mechanism provided by the study facilitates your doing just that.

You can plug in quotes from vendors. In fact, the study should be updated once a year using current prices. As the time for replacement of a component approaches, what was an estimate will more resemble a proposal / contract. The intent is to make certain the entries are reasonably accurate so that there is enough in reserve. There is a balance here to strike - you want to be conservative and not get "surprised" but not ask the membership to contribute more than is necessary. The study is a management planning tool intended for continual updating. Keep in mind when updating there is a level of precision beyond which there is little to be gained.

The Commentary section presents whatever opinions we may have regarding the technical performance of your common area components. We may have had consultations during the analysis period. That will be documented in this section.

The Engineer-in-Responsible-Charge of the project was Robert J. Burns, P.E., R.S. a principal of Burns and Associates – Engineers.



CONCLUSIONS AND RECOMMENDATIONS

The configuration of the ____________ Condominium development is five stand-alone duplex structures serviced by a relatively extensive roadway. With no significant amenities, the major controls over your capital reserve strategy will always be management of the re shingling of the roofs and the 
resurfacing of roadways, parking areas and driveways. 

The Analysis of Present Funds (Exhibit 1) concludes that the amount required to be in reserve (Required Funds) to complete those major projects and the other future replacements is $305,815. With $190,040 actually in reserve, the fund is underfunded by $115, 375. 

An increase in the annual level of contribution to the reserve account is needed. We recommend increasing the level from the present $31,700 to $40,000. By increasing your contribution to reserves by 4% each year (assumed rate of inflation), you will be able to fund all future capital expenses. This is demonstrated in the Cash Flow Analysis (Exhibit 2).

Knowing the annual level of contribution, you can now set the reserve portion of your budget.

We recommend a roof re-shingling project spread out over nine years beginning in 2009 with Group A. 
The proposal of __________ was used to project costs for future re-shingling work. The unit cost for an overlay of 1 ½” is based upon the current local cost per ton of bituminous concrete. Other unit prices are based upon current quotations or invoices to clients or our own vendor surveys.

The results of this study are provided to you as an interactive work product, facilitating its updating.  In response to new costs and new conditions, you can test unlimited future funding options for your reserve account. Help on how to go about doing this can be found in your start-up package.


















Exhibit 1
Analysis of Present Funds
	Component
	Quantity
	Cost
	Useful
Life
	Remain.
Life
	Replace.
Year
	Annual
Contribution
	Required
Funds
	Existing
Reserves
	Shortfall

	Roadways(sf)
	82,000
	$77,271
	20
	2
	2010
	$3,861
	$38,611
	$28,926
	$9,685

	Driveways (sf)
	45,000
	42,750
	15
	5
	2013
	2,850
	28,500
	16,013
	12,487

	Guard Rail (lf)
	550
	11,000
	25
	15
	2023
	440
	4,400
	4,120
	280

	Pool Fence (lf)
	220
	3,080
	20
	10
	2018
	154
	1,540
	1,154
	386

	Pool Equipment
	1
	3,000
	10
	2
	2010
	300
	2,400
	1,124
	1,276

	Roofs – Group A
	19,400
	49,565
	18
	3
	2011
	2,754
	46,811
	18,566
	28,245

	              Group B
	11,950
	30,470
	18
	5
	2013
	1,693
	25,392
	11,414
	13,978

	              Group C
	15,900
	40,530
	18
	7
	2015
	2,252
	29,272
	15,182
	14,090

	              Group D
	19,4440
	49,565
	18
	9
	2017
	2,754
	27,536
	18,566
	8,970

	              Group E
	11,735
	29,925
	18
	11
	2019
	1,663
	13,300
	11,209
	2,091

	Siding
	1
	8,500
	2
	1
	2009
	4,250
	4,250
	3,184
	1,066

	Painting 
	1
	50,000
	6
	2
	2010
	8,333
	16,667
	18,729
	(2,062)

	Decks (sf)
	2,100
	28,700
	25
	10
	2018
	1,148
	17,220
	10,751
	6,469

	Building Lighting
	1
	600
	15
	5
	2013
	40
	400
	225
	175

	Gutters
	1
	14,000
	25
	15
	2023
	560
	5,600
	5,244
	356

	Garage Doors
	29
	14,500
	20
	10
	2018
	725
	7,250
	5,431
	1,819

	Totals
	
	$508,456
	
	
	
	$42,944
	$305,816
	$190,440
	$115,375
















                  










Exhibit 2
Cash Flow Analysis
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COMMENTARY

Roadways
[image: ]The client has provided information describing transverse cracking of the roadways and parking areas. Cracks in pavements offer the opportunity for water penetration which over time can result in erosion of the underlying sub-base in which case milling out (complete replacement) of both pavement and sub-base may become necessary. Another potential difficulty can be reflective cracking. Cracks can propagate up through a new overlay. One solution to prevent reflective cracking is to lay down a geo-textile material which bridges across the crack, distributing the movement of the underlying pavement throughout the new overlayment. Many paving contractors will make clear the implications of reflective cracking in their proposals. The client should closely analyze proposals to be certain there is a common understanding of what performance can be expected from the proposed work.

Roofs
Why do we use a useful life of eighteen years for a shingle installation that is warranted for 25-30 years?
Depending upon their weight (thickness), roof shingles will carry a 25 to 30 year limited warranty. However, experience has shown that the wearing pattern of roof shingles on identical building configurations can vary significantly depending on the specific exposure they see over time. The amount of sunlight and wind direction as well as the moisture level generated within the building can produce dissimilar wearing patterns from roof to roof.  

Preferred practice is to assume that a portion of such shingles will require replacement before the end of their warranted service life. Random advanced wear within the general field of a roof can become an appearance issue that can not only reduce the perceived value of the property but also become the source of unannounced water entry and damage. For that reason, we assume an average useful life of about eighteen years for planning purposes even for premium grade shingles. This follows the general practice of insurance underwriters. As the recommended replacement time for a shingle application approaches, the planned useful life can be adjusted as the actual condition of the shingles at that time warrants.
Roofs

Siding
We have used a cost of $8,500 every third year for repairs to siding as part of painting prep work. We feel this is in keeping with our consultations with you about the past performance of the wood clapboard siding.



























ADDENDUM


· Roof Re-shingling Proposal

· Terminology

· Interactive Report CD





























Roof Installation Proposal

TO: 		                              



                                                    proposes to furnish all labor, materials, and insurance necessary to complete the following:

Specifications:

1. All necessary precautions are to be taken to protect the building and its occupants.
2. Remove all existing roofing and properly dispose of off site.
3. Inspect substrate. Any unsuitable decking will be replaced (repaired) on a time and material basis.
4. Roof to receive a minimum 40% Bituthene (ice and water shield).
5. All penetrations and valleys are to receive a minimum 3 sq. ft. of Bituthene.
6. Install shop fabricated drip edge on all eaves and rakes.
7. If applicable – Valleys are to receive custom metal valley (center-crimp). Color and type of metal to be determined by Owner. Valleys are to be “stripped-in” with Bituthene as well.
8. Remainder of slopes to receive 30 lb. Felt underlay.
9. All slopes are to receive IKO Cambridge (25 yr.) Architectural shingles. Applications to exceed manufacturer’s specs.
10. All penetrations to be properly “flashed”.
11. Ridge lines are to be vented whenever possible. A “baffled” Vinyl shingle/over vent to be used.

Total Amount Due:

A. Units 1 & 2 …………………………$49,565.00
B. Unit 3 ………………………………$30,470.00
C. Units 4 & 5 …………………………$40,530.00
D. Units 6 & 7 …………………………$49,565.00
E. Units 8 & 9 …………………………$29,925.00

Terms-
1. A down payment of 40% will be required.
2. Balance due upon 100% completion of contract.
3. No retainers.

Warranty Terms-
1. All labor to be warranted for a period of two years. Upon completion, the Owner will be provided with our limited installation warranty.
2. Material (shingles only) to be warranted for 30 years. See IKO limited warranty.

TERMINOLOGY

USEFUL LIFE (UL) The number of years of the component is expected to be in service and able to effectively perform its intended function. 

EFFECTIVE LIFE (EL) The number of years the component has been in service and effectively performing its intended function. 

REMAINING LIFE (RL) The number of years the component has left before it can be expected to fail and would need to be replaced based upon our findings during the condition survey.

UNIT COST. The estimated cost of material and labor to replace one unit of the specific component. The source for these costs is historical data of the client, this firm’s experience databank, and contractor quotations where appropriate and industry prices reflecting current market conditions.

CONDITION SURVEY. An on-site inspection of the individual common area components during which their quantity and present condition is documented. The remaining life of the component of the component is computed based upon its present condition, the environmental exposure observed, the level of workmanship that installed the component and the initial quality level of the product.

TIME WINDOW The number of years for which the performance of the components and their replacement is projected ahead. This is normally twenty years. Components with useful lives greater than twenty years are beyond the time window and therefore not made part of the study.

ANNUAL CONTRIBUTIION The amount needed to be set aside each year, based on today’s costs, to replace the component during the time the component is expected to be 
In service.

REQUIRED FUNDS The total that should be in reserve now for each component to replace it at the end of its useful life. The summation of the required funds for the components is the amount that should be in the reserve fund now.


EXISTING RESERVES That portion of the amount now in the reserve account that can be assigned to each specific component based upon the ratio of the cost to replace that component to the total cost to replace all components.

SHORTFALL The required funds minus existing funds. The amount needed to bring the reserve fund to a fully funded condition.
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Cash Flow Analysis - Capital Reserve Fund

Example Condominium
Component/Year 2016 2017 2018

2019

2020 2021

2022 2023

Beginning Balance 207,835 197,005 185253 167342 185945 248393 304,165 290484

Roadways
Driveways

Guard Rail

Pool Fence 4588
Pool Equipment

Roofs - Group A

Roofs - Group B

Roofs - Group C

Roofs - Group D 70531
Roofs - Group E

siding 12,587
Exterior Painting 68,310

Decks 42476
Building Lighting

Gutters

Garage Doors 21460

46,085

479

14,160

19,800

86412

25,200

Total Expenses 68310 70531 81,081
Contrioution 57,480 59,779 62,170
EndingBalance 197,005 186253 167,342

46,085
64,657
185,945

4795 14160
67243 69,933
248303 304,165

86412 45,000
72730 75640
290484 321123
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Cash Flow Analysis - Capital Reserve Fund
Example Condominium

Component/Year 2024 2025 202 2027 2025 2029 2030 2031
Beginning Balance 321123 383858 465670 550755 516679 421131 447252 337120
Roadways 182,762
Driveways 76,950

Guard Rail

Pool Fence

Pool Equipment 6746

Roofs - Group A 104642

Roofs - Group B 69,586

Roofs - Group C 100,130
Roofs - Group D

Roofs - Group E

siding 15,930 17,921 20,161
Exterior Painting 109311

Decks

Building Lighting 1314

Gutters

Garage Doors

Total Expenses 15,930 - - 122564 187575 69585 209669 100,130
Contribution 78865 81812 85084 88488 092027 95708 99537 103518
EndingBalance 383858 465670 550755 516,679 421131 447252 337120 340508
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Cash Flow Analysis - Capital Reserve Fund

Example Condominium
Component/ Year 2032 2033
Beginning Balance 340508 448,167
Roadways

Driveways

Guard Rail

Pool Fence

Pool Equipment

Roofs - Group A

Roofs - Group B

Roofs - Group C

Roofs - Group D

Roofs - Group E

siding 22681
Painting - Cycle 1

Decks

Building Lighting

Gutters

Garage Doors

2034
537,451

137,088

138278

2035 203
378551 499,653

89.484
25516

2037 2038
510618 641602

9,082

46,997

Total Expenses - 2681
Contribution 107,659 111965
Ending Balance 448,167 537,451

275343
116,444
378551

~1agm0
121,101 125946
499,653 510618

- 56979
130,983 136,223
641602 720,845
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Example Condominium
Component/ Year 2008
Beginning Balance 190,440
Roadways

Driveways

Guard Rail

Pool Fence

Pool Equipment

Roofs - Group A

Roofs - Group B

Roofs - Group C

Roofs - Group D

Roofs - Group E

siding

Exterior Painting

Decks

Building Lighting

Gutters

Garage Doors

Cash Flow Analysis - Capital Reserve Fund

2009 2010
232,440 267,280
83453

3240

8840
54,000

2011 2012
172,015 163,408

55761

9,045

2013 2014 2015
202687 163948 217091

52,027

7,082

53237

11,188

730

Total Expenses -
Contribution 42,000
Ending Balance 232440

8840 140,603
43680 45,427
267,280 172,015

55761 9,045
47244 49,134
163498 202,687

89,830 ~ | 64526
51000 53,143 55260
163048 217,001 207,835





