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It is fair to say that the majority of reserve funds for common interest developments are underfunded. Our firm sees it in the normal course of business. The contributions to the reserve fund (if there is one) have been well below required. In all fairness, no one may know what they should be. Looming just around the corner is the need to r-surface all roadways to the tune of $250,000. There is really only one option open – a special assessment levied against all unit owners. When we confront that reality in a study we are doing we clearly want some close consultation with the client. Very likely, a super majority of the membership will be needed in order to levy a special assessment. The likelihood of getting sufficient votes becomes a judgment call on the part of the client. In approaching the membership, it may make sense to offer two options – one single levy or stepped up contributions to the reserve fund between now and re-surfacing time. In actuality, of course, stepped contributions are really stretched out special assessments. But a single payment may present a hardship to some members, so breaking it into partial payments for some members could be a reasonable option.. And it only makes sense to examine the funding basis for replacement of all other common area components. There may be other candidates for inclusion in the special assessment that could impact on the decision of how it is funded.


