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If a reserve study were to be compared to a piece of music, the remaining life of its common area components is an underlying theme that is “heard” again and again. It is the denominator that divides replacement costs to yield the amount to set aside each future year so that time and money meet under just the right circumstances. It tells us when to be ready to go out for bids to re-surface the roadways or replace the clubhouse exercise equipment. And when things begin to get tight at budget time, it can give us an indication of whether the roof re-shingling project can be postponed another two years to allow more capitalization. The remaining life for a common area component is the expected service life minus the effective life. The source of expected service life can typically be the accepted standards of the construction industry. Well, almost. Clearly, the level of initial level of quality of the material is a determinant. You usually get what you pay for. So, premium products should be expected to last longer. Not so easy pinned down is the effective life. In reserve study work it’s defined as how long the component has functioned in a way that has provided the service for which it was intended. Here is where judgment comes into play. If a boiler has a forty year expected service life but has been made to run more hours per day because it was undersized for the heating load, then it has provided its “effective” purpose (service life) in less than forty chronological years. So its effective life is advanced beyond its chronological life. If it had been in place for twenty-five years, we might therefore assign a thirty-year effective life to it. The same rationale could apply to, say, pavements. If a pavement that normally lasts twenty years begins to exhibit cracking and movement from drainage issues we would advance its effective life beyond the chronological one to make sure it got replaced before total failure. 


