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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 ...............ccccooiininnnen. page i
Understanding the Reserve Analysis.............c..ccccciiiinnnen. page i
Reserve Funding Goals / Objectives..............cccoccciiinnnnnenn. page ii
Reserve Funding Calculation Methods................................... page ii
Reading the Reserve Analysis ...............cccoooiiiinii, page v
Glossary of Key Terms ...........ccccooiiiiiiiiiiiieec e page x
Limitations of Reserve Analysis .............cccoccccviviiiie e, page xiii

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

The Board of Directors of an association has a fiduciary duty to maintain the community in a good state of repair. Indi-
vidual unit property values are significantly impacted by the level of maintenance and upkeep provided by the associa-
tion 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 his “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 the association's com-
mon areas and the property values of the 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
even 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 was

prepared. 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 implementing one of them in the annual budget.

Percent Funded
Measure of the reserve fund “health” (expressed as a percentage) as of the beginning of the fiscal year for which the
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reserve analysis was 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 the “level of service” the association will provide the membership as well as a “road map” for the fiscal future of

the association. The projections define the timetables for repairs and replacements, such as when the buildings will be
painted or when the asphalt will be seal coated. The 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 the 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 the goal/objective to have reserves on hand equivalent to the value of the deterioration of each reserve com-

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

Baseline Funding

Describes the 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
funded. The cash flow calculation method is typically used to develop a baseline funding plan.

Threshold Funding

Describes the 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. The cash flow calculation method is typically used to develop a
threshold funding plan.

Statutory Funding
Describes the pursuit of an objective as described or required by local laws or codes. The component calculation meth-
od or cash flow calculation method is typically used to develop a statutory funding plan.

¢ ¢ ¢ ¢ RESERVE FUNDING CALCULATION METHODS ¢ ¢ ¢ ¢

There are two funding methods which can be used to develop a reserve funding plan based on a reserve funding goal/
objective: Component Calculation Method and Cash Flow Calculation Method. These calculation methods are de-
scribed as follows:

Component Calculation Method
This 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”
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method and is widely believed to be the most conservative reserve funding method. This method structures a funding
plan that enables the association to pay all reserve expenditures as they come due, enables the association to achieve
the ideal level of reserves in time, and then enables the association to maintain the ideal level of reserves through time.
The following is a detailed description of the component calculation method:

Step 1: Calculation of fully funded balance for each component

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

Age
Fully Funded Balance = Useful Life X Current Cost

Step 2: Distribution of current reserve funds

The association’s current reserve funds are assigned to (or distributed amongst) the reserve components based on each
component’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 reserves 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, the components are organized in remaining life order, from least to greatest, and the remaining
current reserve funds are assigned to each component up to its current cost, until reserves 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.

Distributing, or assigning, the current reserve funds in this manner is the most efficient use of the funds on hand — it de-
fers 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-
quired to get from the starting balance to the future cost over the number of years remaining until replacement. The
funding plan incorporates the annual contribution increase parameter to develop a “stair stepped” contribution.

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, this rate should match the inflation parameter. Matching the annual contribution increase 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 distribution of member con-
tributions through time.

Using an annual contribution increase parameter that is greater than the inflation parameter will reduce the burden to the
current membership at the expense of the future membership. Using an annual contribution increase parameter that is
less than the inflation parameter will increase the burden to the current membership to the benefit of the future member-
ship. The following chart shows a comparison:
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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 $11,115.73
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

This parameter is used to develop a funding plan only; it does not necessarily mean that the reserve contributions must
be raised each year. There are far more significant factors that will contribute to a total reserve contribution increase or
decrease from year to year than this parameter.

One of the major benefits of using this calculation method is that for any single component (or group of components), the
accumulated balance and reserve funding can be precisely calculated. For example, using this calculation method, the
reserve analysis can indicate the exact amount of current reserve funds “in the bank” for the roofs and the amount of
money being funded towards the roofs each month. This information is displayed on the Management / Accounting
Summary and Charts as well as elsewhere within the report.

Cash Flow Calculation Method

This calculation method develops a funding plan based on current reserve funds and projected expenditures 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 necessarily concerned with the ideal level of reserves
through time.

This calculation method tests reserve contributions against reserve expenditures through time to determine the minimum
contribution necessary (baseline funding) or some other defined goal/objective (full funding, threshold funding or statuto-
ry funding). Unlike the component calculation method, this calculation method cannot precisely calculate the reserve
funding for any single component (or group of components). In order to work-around this issue to provide this bookkeep-
ing information, a formula has been applied to component method results to calculate a reasonable breakdown. This
information is displayed on the Management / Accounting Summary and Charts as well as elsewhere within the report.

The Directed Cash Flow Calculation Method is our primary calculation method. It allows for several funding strategies
to be manually tested until the optimal funding strategy accomplishing three goals is created:

Goal #1: Ensures that all scheduled reserve expenditures are covered by keeping the reserve cash balance above zero
during the projected period (typically 30 years)

Goal #2: Uniformly distributes the costs of replacements over time to benefit both current & future members of the asso-
ciation by using consistent, incremental contribution increases

Goal #3: Provides for the lowest reserve funding recommendation as possible over time with the goal of approaching,
reaching and/or maintaining a 100% fully funded reserve balance

These very important aspects of the Directed Cash Flow Calculation Method will greatly aid the board of directors dur-
ing the annual budgeting process.
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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, of the component in question, for all relevant information. In this section, a description of most of the sum-
mary 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 the client, global parameters used in the calculation of the reserve analysis as well
as the core results of the reserve analysis.

Client Information
Provides various client
information including fiscal
year for which the reserve
analysis was prepared,
number of units, phasing,
etc.

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

L

Budget

Provides recommended
funding for the fiscal year
for which the reserve anal-
ysis was prepared.
Indicates the reserve
funding from the
membership, anticipated
interest contribution and
the total contribution

Executive Summary
Componeat Calculation Method

Global Parameters
Displays the calculation
parameters that were used
to calculate the reserve
analysis including inflation,
annual contribution
increase, investment rate,
tax rate and contingency.

hent Informanea Aabal Paraanetert
Accoumt Number L] Iaflanion Rase 200%
Verwos Nusdbr 1 Al Comtrimtos L 200%
Asalyws Dute ase4 Levesmes: Faw 1.00%
Fiscal Yeur 612014 0 5312015 Taxes on Lrvestmesn 30.00%
Nzmber of Usin w7
Phaag Bel8 Comingmcy 300%

or budgeting purposes. uniess ofhermse
e original components in this community.

S site visits. March 1. 2014, January 2011, February 2009, Aprd 2000, March 2005 March J003. March 2002 Apnl

1 and March 2000

inchoated, we have sed Jure TG0 a5 the average placed-n-serice date for

Adquacy of Raserves 31 of Juse 1, M14

Azncgpated Reserve Balance 4265 450 00
Fully Funded Reerve Balass oz
Percem Funded B5.50%
Por Unst
Recemmended Fusding for the 1014-HI1$ Fecal Year: Ansmal Alsarkty Per Munth
Mamber Comeriburoa. $110,.658 822158 $5822
Lsaerest Commibunca 5877 $az8 0% 298
Total Comnimnion $116,836 5,719 66 5820

1820141}
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Adequacy of Reserves
Displays the results of
calculations with regard to
the “health” of the reserve
fund as of the beginning of
the fiscal year for which
the reserve analysis was
prepared. Provides the
anticipated reserve balance,
fully funded reserve
balance and the percent
funded.
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Calculation of Percent Funded

Summary displays all reserve components, shown here in “category” order. Provides the remaining life, useful life, cur-
rent cost and the fully funded balance at the beginning of the fiscal year for which the reserve analysis was prepared.

e

Lifespans

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

Reserve Components - . totaled to show range.
ple He ners n
All components are Calculation of Percent Fun
displayed (shown here Tl b e
1 (13 %9 Fully
in “category” order). ey utd e Feaded
210 Streets.
Streets - Asphal. Overlay / Magor Rehat [ ] n $101,067 50 71504 00
Streets - Asphall. Repar [ ] 4 0aTs $0ANTS
Streets - Asphall, Seal Coat o 4 220 %0 35,920 50
Streets - Concrete, Undunded na na $0.00 $0.00
Sub Total oa ~m I ETS $H 11306
ooty - Tie
Sub Total
Current Cost
0 Paintion Sample H s A jati .
ol Calculation of Percent Funded / Displays the cur-
ol Py - oo Sty Categen rent cost to replace
‘ainting - Woodwork & Trm ik A |
£ora ot ica, Sgl Remim Vi Gt Funded or otherwise main-
u:“ Poo Area - Ceramic Tile 2 n 8,501 83 7T tain each compo-
it s S S o B nent. This column
Sub Tota T e & M R it is conveniently sub
by~ haitiordl S m s it totaled.
Lighting - Grounds, Spa - Replaster & Tie Replace 3 [ $5.250.00 $1,128.40
Sub Total Sub Total (3 =7 974738 19653
250 Pool Area Q00 Dechs
‘Cabana - Cormic The Decks - Ciwan & Top Coat 2 s $30,480.00 $18.288.00
Cabena - Doors. Decks - Resurface 2 13 $06.227.20 $54.720 81
Cabana - Phonbing Fidures Sub Total 7 (=T} $95,707 20 $73,008 81
Cabana - Restroom Partsons k
Cabona - Wister Hoster Furw Extgueshs Cabuts 2 n $27,825.00 524,004 08
Pool - Filer Uity Closet Doors o s 2 $73,600.00 306,801 90
Pol - Hasler Sub Total 7 n $101,505.00 $91,055.95
Pool - Replaster & Tie Replace
Pool Area - Barbecues 0290 Misc {Grounds)
Landscape - Irrigation Controlers ] 2 $29,000.00 $26,000.00
Landscape - Rencvaton. Urfunded na na $0.00 $0.00
L20HT) Maibores 2 1) $37.200.00 $30,057 14
Sub Tots (=] ”mwn $6& 200 00 $62.657 14
100 Termite Control
Termte Control na na $0.00 $100.000 00
Sub Totad na na $0.00 $100,000 00
Cantngercy na na na 52045327
Total 011 230 $1,00150.00 $1,001,228.80 Flllly Funded Balance
Antxpated Kewrve Dalance 865 450 00 .

ﬂ oot Fuaded o Displays the fully
funded balance for
each component. This

3182000) s Kosuereae e Boarrnei o column is conveniently
sub totaled.

The total current cost to replace or otherwise maintain all
components, total fully funded balance, anticipated reserve
balance and percent funded are provided at the bottom of
this summary. Also shown is the range of reserve compo-
nent remaining lives and useful lives.

vi ADVANCED RESERVE SOLUTIONS, INC.



Management / Accounting Summary and Charts

Preface

Summary displays all reserve components, shown here in “category” order. Provides the assigned reserve funds at the
beginning of the fiscal year for which the reserve analysis was prepared along with the monthly member contribution,
interest contribution and total contribution for each component and category. Pie charts show graphically how the total
reserve fund is distributed amongst the reserve component categories and how each category is funded on a monthly

basis.

Balance at FYB

b
ple F

Shows the amount of

reserve funds assigned to

1A ing v
Component Calculation Method; Sorted by Category

Halas Menrhly Alanrhly Tetal
each reserve component. FociYer — Mebw el Moty
. : —niny L L L
And, this column is —
3 Swreets - Asphalt. Overtay | Magor Rshat 1783700 3640 80 $1337 3083 07
conveniently sub totaled. e et e st i boggit S
Strewes - Asphat Seal Coat 35,928 50 $127 608 $0.41 piF. &g
Streets - Concrete. Unfunded 30 00 3000 3000 3000
Sub Total U e RCT
Roots - The
Sub Totad
Do Sample Hc ners A ti
Pasrting - Cabana intencr Management / Accounting Summary
Pairting - Red Curbs Component Calculation Method; Sorted by Category
Pairting - Stucte
Batssc Mouthly M Totst
Palatig - Wasciens: & T Phcal Your Member o Aonthly
Pairting - Wrought Iron, Buldngs Bepinning Contribution  Costribation  Costribation
ey Wbk on, Pocl A Pool - Heater $1.250.00 $2480 soos 408
i Pool - Replaster & Tie Replace sToT0%8 $148.78 sam EALIE )
P Ares - Bartmcues $1.01000 205 080 nos7
Fancing - Wrought ron, Poct Ares Pool Area - Ceramic Tile smse a2 408 708
Raiing - Wrought ko, Buidings Plocl Ares - Conorete Dech. Untnded 5000 00 5000 5000
Sub Total Pl Area - Fumiure (Rehutan] 1028500 s700s 02 sz
Pool Area - Fumaure (Replace ) $13,150.40 $TaT8 $To4 $8270
R labtiog
Lighting - Bulidings: 31078 3038 PR )
R $1211 5004 9218
Fed) 12730 3000 2744 Liation
38412 5204 30815
T $0.10 s ass
Cabana - Ceramic Tie Category
peve 53052 1244 5108
Cabana - Plumbing Fitunes
R sy 320093 sues 354058
o R $1.046.05 $4c0 109254
Pool - Filler g Fund
- s13n $1807 S50
Monthly Fundlng 17215 032 et
. A e $55.40 568 68
Displays the monthly
funding for each 2ieas s sz -
nm 000 sa00

component from the
members and interest.
Total monthly funding is
also indicated. And,
these columns are
conveniently sub totaled.

/

31873

1
£030 90 et

$406 82

220 ooty

I

Pie Charts
Show graphically how the reserve fund is

distributed amongst the reserve components
and how the components are funded.
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B20141)

B Aorvarcen Resomve Bowumons, i

ADVANCED RESERVE SOLUTIONS, INC.



Projections and Charts

Preface

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

= = i Improved format makes
B Projections the numbers as easy to
Component Calculation Method
i “ read and understand as
Food Member [— Endimg Mn-::“ Peccent pOSSible. The COIOI'-
Year Balssce  Comtibution Costribation  Dxprsdbtwrer  Balasee Balancr T
WHI0IE 305450 5110850 5977 364,950 WI700 31040130 % coded bar indicates the
0182018 17108 1887 $8.487 M7 3000127 $1.104.008 L]
W20 01T S10808  sui7s ssonse ssasme sseecw [ e7% reserve fund status:
WT2018 SH18550 3115807 $3000 5.8 630,00 so00.018
182010 3830810 110,508 A 352073 3008577 THA.512
016220  SWASTT ST $6037 334,701 708,578 s [l oen
W20 FESSTE S1AB 8530 $80.731 Py sse0170 i cow :
mnze;m  wmEn  BH0N wes M05% ez i % Green: Good
Tt o wmme Yellow: Fair
WM NOTIZ W40 )
e T T Sample H s A ti Red: Poor
;e2007  STE00S 3129848 Projection Charts
== o= B3 o it
MWD 14 3108
WO DO NS
WN-IWL I.130018 3141510 Year End Reserve Balance
WRNT NI LR
o320 WIANE 5138501 100000
3-2035  $1.104.489 3T 1,800,000
MEIME $1222008  $140242 ek - P! ™
62007 $1INTT41 3155808
WA WWAM SR "'“'W
MISIG  $1.07RGGD 15713 g 1 -~
206-2040  $1.102.377 nEan B0 000
W02041 2B 3105300 saoa000
D424 W23 3101588 e
2042-2043  $1.008.301 sTTaT
THIOM L0085 IR0 - T YR = > - R e TR =
g;igziiislzzii tiation
NOTE Ln vome caves, the propecied Eacag Hof . ] l i l i !
This s & et of
contingency is contmumlly accondmg i
Year End Percent Funded =
RN
At20141) || |||
W
|| |
Il 1l
|| ||
o7 1l 1l
- E———— i |
H i A { H
i I
g £ & E B B E B 2 & 2 B 8 3 39 ;""‘"
!:3115-;!'!!!1_.
AR R R R PR d
L8301 w Acvasscen Rseme BoLumons, e
Y. I a fl
. I | Il I{
| Il I{
. g i I IﬂE
ggglggaiilizlli
RoA R R R R RR (O
Charts — " IS
Show graphically the 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.

—

Sample Ho ners Association

C ment Detail
# Method: Sorted by Category

Lifespan Information
Displays placed-in-service
date, useful life, remaining
life and replacement year.

Cost Information

Qasnnry 05,850 sq R
Unat Cost. 30 000
% of Rplacement 100 00%
Curtwat Cout 35,600 50
Funss Cont 3041503
Avsigned Ruserves st FYE 94,620.50
Moathly Member C oszibunca. 12700
Monthly laserest C oncnbuncs. 3041
— 2108 37

Displays quantity, unit cost,
percentage of replacement,
current cost and future cost.

Sample Homeowners Association

Component Detail
Component Calculation Method; Sorted by Category

ﬁdmﬂ - Woodwork & Trim I

Calculation Results

Comments

Useful information from site

observations and historical
expenses included here.

Photos

Optional inclusion of photos
adds an additional layer of
detail to the reserve analysis.

Campery 030 Paintng Quanrry 31578 sg 1 . .
P e Sarsay 2011 U Cou 3350 Displays assigned reserves
%4 of Raplacement 100.00% . .
Comme ot 52000000 and funding requirements.
Flaced In Service a2 Funre Cout 330,222 58
Useful Life 4
Assigned Reserves 3t FYB 31452450
The associaton seal costed and restriped | Ramasmng Lide 2 Monthly Mersbwt Conmburce 3401
31737 The association repaired. seal col Farplac ecent Year 20182017 Moathly [sserest Comeriburcs $10.54
total cost of 35,075 The associaton veal ¢ Tond Wiemsviv Comerieree SRA8 48
Mavermber 2000 for & fotal cost of $0,000.
The current cost used for this component |
adjusied for inflation whers appicable L amad g H A
Asphalt srtaces shouk be vesl cosbed on Component Detail
Component Calculation Methed; Sorted by Category
| - Replaster & Tile Replace
Catmpary 060 Pool Area Quansiy 1 pool
Phoso Dse January 2011 Uit Cout $15.075.000
% of Repla ement 100.00%
Cuont Comt $15,075.00
Placed In Service ono Fusare Cost $10,044 02
A 182014(1) Usedul Life 10
Asigned Reverves st FYB sT.om0se
The sssccielien pairied v woodeerk and Remaining Life ] Monthly Member Contrbution $140.70
batwean and Movernber 2000 for a ot Replacement Year 2019-2020 Mouduly lnterest Contribution e
landacape material) pabio cover stuchues Toal Monthly Contribution 15137
was in the process of parbng 1
cabana interior exchuded) for 2 total cost of
throughout the comemurnty by e end of th| fr—
The current cost used for thes companent i
cfusted for inflation whers apglcatie
For budgeling purpoues. we huve used the |
component
The smwentory for this component has been|
March 2000 ute vl we Dellave this e
LILAI4(T)
1020 g, N of replastering [} $1260 =  $12.750.00
138 Wn A of i tie [-] $1800 = $2.028 00
25 W R of vep the [} $1200 = 3300 00
TOTAL = $15,075.00
Thee pocl and 5pa wene March 2000 for & ot cost 38,700, The acid
washed the pool in Jurve 2002 ko a total cost of $075. The association replastered the pool and spa (
repkacement of the mastc drectly adacent 1o the pool and spa) in January 2010 for a tokal cost of $15,600.
A 1R2004(1) L+ ADvancED RESERE SOLUTIONS, [Ne
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¢ ¢6¢6¢ GLOSSARYOFKEYTERMS ¢ ¢ ¢ ¢

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

In most cases, this rate should match the inflation parameter. Matching the annual contribution increase 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 distribution of member con-
tributions through time.

This parameter is used to develop a funding plan only; it does not necessarily mean that the reserve contributions must
be raised each year. There are far more significant factors that will contribute to a total reserve contribution increase or
decrease from year to year than this parameter. See the description of “reserve funding calculation methods” in this
preface for more detail on this parameter.

Anticipated Reserve Balance (or Reserve Funds)

The amount of money, as of a certain point in time, held by the 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
available 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)
The amount of money, as of the fiscal year beginning date for which the reserve analysis is prepared, that a reserve
component has been assigned.

The 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.

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.

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

Contingency Parameter

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

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

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

Fully Funded Reserve Balance (or Ideal Reserves)
The amount of money that should theoretically have accumulated in the reserve fund as of a certain point in time. Fully
funded reserves are calculated for each reserve component based on the current replacement cost, age and useful life:
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Age

Fully Funded Reserves = ————
Useful Life

X Current Replacement Cost

The 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-
ponents it maintains, based on each component’s current replacement cost, age and useful life.

Future Replacement Cost

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

Global Parameters
The financial parameters used to calculate the reserve analysis. See also “inflation parameter,

LT

crease parameter,” “investment rate parameter” and “taxes on investments parameter.”

” o«

annual contribution in-

Inflation Parameter

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

Interest Contribution
The amount of money contributed to the reserve fund by the interest earned on the reserve fund and member contribu-
tions.

Investment Rate Parameter

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

Membership Contribution
The amount of money contributed to the reserve fund by the association’s membership.

Monthly Contribution (and “Fixed” Monthly Contribution)
The amount of money, for the fiscal year which the reserve analysis is prepared, that a reserve component will be fund-
ed.

The 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)

Indicates the number of units for which the reserve analysis was prepared. In “phased” developments (see phasing),
this number represents the number of units, and corresponding common area components, that existed as of a certain
point in time.

For some associations, assessments and reserve contributions are based on a unit of measure other than the number of
units. Examples include time-interval weeks for timeshare resorts or lot acreage for commercial/industrial developments.
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One-Time Replacement
Used for components that will be budgeted for only once.

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

Anticipated Reserve Fund Balance
Fully Funded Reserve Balance

Percent Funded =

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

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

For most reserve components, this percentage should be 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%.

Phasing
Indicates the number of phases for which the reserve analysis was prepared and the total number of phases expected at

build-out (i.e. Phase 4 of 7). In phased developments, the first number represents the number of phases, and corre-
sponding common area components, that existed as of a certain point in time. The second number represents the num-
ber of phases that are expected to exist at build-out.

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

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

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

If the current cycle of replacement for a reserve component is expected to be greater than or less than the “normal” life
expectancy, 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, the 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, the useful life should
remain at 4 years and a remaining life adjustment of +1 year should be used.

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

Reserve Components
Line items included in the reserve analysis.

Taxes on Investments Parameter

The rate used to offset the investment rate parameter in the calculation of the interest contribution. This parameter rep-
resents the marginal tax rate the association expects to pay on interest earned by the reserve funds and member contri-
butions.
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Total Contribution
The sum of the membership contribution and interest contribution.

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

¢ ¢ ¢ ¢ LIMITATIONS OF RESERVE ANALYSIS ¢ ¢ ¢ ¢

This reserve analysis is intended as a tool for the association’s Board of Directors to be used in evaluating the
association’s current physical and financial condition with regard to reserve components. The results of this reserve
analysis represent the independent opinion of the preparer. There is no implied warranty or guarantee of this work
product.

For the purposes of this reserve analysis, it has been assumed that all components have been installed properly, no
construction defects exist and all components are operational. Additionally, it has been assumed that all components
will be maintained properly in the future.

The representations set forth in this reserve analysis are based on the best information and estimates of the preparer as
of the date of this analysis. These estimates are subject to change. This reserve analysis includes estimates of
replacement costs and life expectancies as well as assumptions regarding future events. Some estimates are
projections of future events based on information currently available and are not necessarily indicative of the actual
future outcome. The longer the time period between the estimate and the estimated event, the more likely the possibility
or error and/or discrepancy. For example, some assumptions inevitably will not materialize and unanticipated events
and circumstances may occur subsequent to the preparation of this reserve analysis. Therefore, the actual replacement
costs and remaining lives may vary from this reserve analysis and the variation may be significant. Additionally, inflation
and other economic events may impact this reserve analysis, particularly over an extended period of time and those
events could have a significant and negative impact on the accuracy of this reserve analysis and, further, the funds
available to meet the association’s obligation for repair, replacement or other maintenance of major components during
their estimated useful life. Furthermore, the occurrence of vandalism, severe weather conditions, earthquakes, floods,
acts of nature or other unforeseen events cannot be predicted and/or accounted for and are excluded when assessing
life expectancy, repair and/or replacement costs of the components.
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Sunland Springs Village Garden Condominiums

Executive Summary
Directed Cash Flow Calculation Method

Client Information: Global Parameters:
Account Number 1319 Inflation Rate 2.60 %
Version Number 007 Annual Contribution Increase 0.90 %
Analysis Date 11/19/2018 Investment Rate 0.18 %
Fiscal Year 1/1/2019 to 12/31/2019 Taxes on Investments 0.00 %
Number of Units 93
Phasing 1 0of1 Contingency 0.00%

Community Profile:

This community was built in 2000. Refer to the Component Detail section of this report for the dates used to age each
reserve component. The projected reserve balance calculation follows:

Reserve Balance as of 4/30/2018: $279,737

Remaining 2018 Contribution to Reserves: $59,936 ($7,492/month x 8 months remaining)
Remaining 2017 Reserve Expenses: $10,350 (termite treatment)

Projected 1/1/2019 Reserve Balance: $329,323

Completed Reports: 1999, 2003, 2005, 2009, 2012, 2015, 7/2018 (updated with site visit) (revised 11/2018)

?2?22124%

Adequacy of Reserves as of January 1, 2019:

Anticipated Reserve Balance $329,323.00

Fully Funded Reserve Balance $549,034.58
Percent Funded 59.98%

Per Unit

Recommended Funding for the 2019 Fiscal Year: Annual Monthly Per Month
Member Contribution $89,904 $7,492.00 $80.56
Interest Contribution $639 $53.28 $0.57
Total Contribution $90,543 $7,545.28 $81.13
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Sunland Springs Village Garden Condominiums

Distribution of Current Reserve Funds

Sorted by Remaining Life

Fully
Remaining Funded Assigned
Life Balance Reserves
Granite Replenishment 0 $15,600.00 $15,600.00
Asphalt - Crack Seal 1 $1,222.86 $1,222.86
Irrigation Controllers 3 $1,875.00 $1,875.00
Termite Treatment Plan 4 $1,150.00 $1,150.00
Asphalt - HA5 High Density Mineral Bond 5 $5,833.33 $5,833.33
Paint - Community Exteriors 7 $11,593.75 $11,593.75
Asphalt - Repairs 13 $1,325.05 $1,325.05
Roofs - Tile Underlayment 13 $462,258.33 $290,723.01
Asphalt - Remove & Repave 35 $48,176.26 $0.00
Concrete Components (Unfunded) n.a. $0.00 $0.00
Irrigation System (Unfunded) n.a. $0.00 $0.00
Tree Trimming (Unfunded) n.a. $0.00 $0.00
Contingency n.a. $0.00 $0.00
Total 0-35 $549,034.58 $329,323.00
Percent Funded 59.98%

11.19.2018(007)
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Sunland Springs Village Garden Condominiums
Calculation of Percent Funded

Sorted by Category
Fully
Remaining  Useful Current Funded
Life Life Cost Balance
010 Streets
Asphalt - Crack Seal 1 4 $1,712.00 $1,222.86
Asphalt - HA5 High Density Mineral Bond 5 8 $17,500.00 $5,833.33
Asphalt - Remove & Repave 35 54 $136,922.00 $48,176.26
Asphalt - Repairs 13 16 $8,215.32 $1,325.05
Sub Total 1-35 4-54 $164,349.32 $56,557.50
020 Roofs
Roofs - Tile Underlayment 13 30 $815,750.00 $462,258.33
Sub Total 13 30 $815,750.00 $462,258.33
030 Painting
Paint - Community Exteriors 7 8 $92,750.00 $11,593.75
Sub Total 7 8 $92,750.00 $11,593.75
100 Grounds
Concrete Components (Unfunded) n.a. n.a. $0.00 $0.00
Granite Replenishment 0 5 $15,600.00 $15,600.00
Irrigation Controllers 3 12 $2,500.00 $1,875.00
Irrigation System (Unfunded) n.a. n.a. $0.00 $0.00
Termite Treatment Plan 4 5 $10,350.00 $1,150.00
Tree Trimming (Unfunded) n.a. n.a. $0.00 $0.00
Sub Total 0-4 5-12 $28,450.00 $18,625.00
Contingency n.a. n.a. n.a. $0.00

Total
Anticipated Reserve Balance
Percent Funded

11.19.2018(007)
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Sunland Springs Village Garden Condominiums
Projections
Directed Cash Flow Calculation Method

Fully Funded
Fiscal Beginning Member Interest Ending Ending Percent
Year Balance Contribution Contribution Expenditures Balance Balance Funded
2019 $329,323 $89,904 $639 $15,600 $404,266 $598,914 67%
2020 $404,266 $90,713 $800 $1,757 $494,023 $665,570 74%
2021 $494,023 $91,530 $966 $0 $586,518 $737,137 80%
2022 $586,518 $92,353 $1,128 $2,700 $677,299 $809,206 84%
2023 $677,299 $93,185 $1,276 $11,469 $760,291 $875,337 87%
2024 $760,291 $94,023 $1,376 $39,579 $816,111 $915,655 89%
2025 $816,111 $94,869 $1,549 $0 $912,529 $999,141 91%
2026 $912,529 $95,723 $1,523 $111,006 $898,769 $972,458 92%
2027 $898,769 $96,585 $1,699 $0 $997,053 $1,060,566 94%
2028 $997,053 $97,454 $1,849 $15,197 $1,081,160 $1,137,005 95%
2029 $1,081,160 $98,331 $1,993 $20,165 $1,161,318 $1,212,011 96%
2030 $1,161,318 $99,216 $2,174 $0 $1,262,708 $1,311,375 96%
2031 $1,262,708 $100,109 $2,357 $0 $1,365,174 $1,415,087 96%
2032 $1,365,174 $101,010 $422 $1,177,158 $289,449 $315,518 92%
2033 $289,449 $101,919 $579 $14,825 $377,122 $381,770 99%
2034 $377,122 $102,836 $471 $162,909 $317,519 $299,715 106%
2035 $317,519 $103,762 $658 $0 $421,939 $384,625 110%
2036 $421,939 $104,696 $842 $2,649 $524,828 $471,031 111%
2037 $524,828 $105,638 $1,033 $0 $631,498 $564,458 112%
2038 $631,498 $106,589 $1,195 $16,855 $722,427 $645,131 112%
2039 $722,427 $107,548 $1,343 $26,066 $805,252 $720,617 112%
2040 $805,252 $108,516 $1,481 $32,936 $882,313 $793,240 111%
2041 $882,313 $109,493 $1,680 $0 $993,486 $903,822 110%
2042 $993,486 $110,478 $1,579 $167,380 $938,163 $847,887 111%
2043 $938,163 $111,472 $1,748 $19,164 $1,032,220 $944,966 109%
2044 $1,032,220 $112,476 $1,893 $32,888 $1,113,701 $1,032,952 108%
2045 $1,113,701 $113,488 $2,100 $0 $1,229,289 $1,159,493 106%
2046 $1,229,289 $114,509 $2,300 $4,999 $1,341,098 $1,286,787 104%
2047 $1,341,098 $115,540 $2,511 $0 $1,459,150 $1,425,180 102%
2048 $1,459,150 $116,580 $2,582 $79,525 $1,498,786 $1,488,306 101%

NOTE: In some cases, the projected Ending Balance may exceed the Fully Funded Ending Balance in years following high

Expenditures. This is a result of the provision for contingency in this analysis, which in these projections is never expended. The
contingency is continually adjusted according to need and any excess is redistributed among all components included.
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Sunland Springs Village Garden Condominiums

Projection Charts

Directed Cash Flow Calculation Method
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Sunland Springs Village Garden Condominiums
Projection Charts
Directed Cash Flow Calculation Method

Reserve Contribution

$140,000

$120,000

$100,000

$80,000 -
$60,000 -
$40,000 -

$20,000 -

$0 -

@ Annual Contribution B Annual Interest

Expenditures

$1,400,000

$1,200,000

$1,000,000

$800,000

$600,000

$400,000

$200,000

$0 +=E———, I

11.19.2018(1) 6 ADVANCED RESERVE SOLUTIONS



Annual Expenditure Detail
Sorted by Description

2019 Fiscal Year
Granite Replenishment
Sub Total

2020 Fiscal Year
Asphalt - Crack Seal
Sub Total

2022 Fiscal Year
Irrigation Controllers
Sub Total

2023 Fiscal Year
Termite Treatment Plan
Sub Total

2024 Fiscal Year
Asphalt - Crack Seal
Asphalt - HAS High Density Mineral Bond
Granite Replenishment

Sub Total

2026 Fiscal Year
Paint - Community Exteriors
Sub Total

2028 Fiscal Year
Asphalt - Crack Seal
Termite Treatment Plan
Sub Total

2029 Fiscal Year
Granite Replenishment
Sub Total

2032 Fiscal Year
Asphalt - Crack Seal
Asphalt - HAS High Density Mineral Bond
Asphalt - Repairs
Roofs - Tile Underlayment
Sub Total

11.19.2018(007)

Sunland Springs Village Garden Condominiums

$15,600.00

$15,600.00

$1,756.51

$1,756.51

$2,700.11

$2,700.11

$11,469.11

$11,469.11

$1,946.44
$19,896.42
$17,736.23

$39,579.09

$111,005.74

$111,005.74

$2,156.90
$13,039.67

$15,196.57

$20,165.00

$20,165.00

$2,390.12
$24,431.70
$11,469.39
$1,138,866.38

$1,177,157.59
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Annual Expenditure Detail
Sorted by Description

2033 Fiscal Year
Termite Treatment Plan
Sub Total

2034 Fiscal Year
Granite Replenishment
Irrigation Controllers
Paint - Community Exteriors
Sub Total

2036 Fiscal Year
Asphalt - Crack Seal
Sub Total

2038 Fiscal Year
Termite Treatment Plan
Sub Total

2039 Fiscal Year
Granite Replenishment
Sub Total

2040 Fiscal Year

Asphalt - Crack Seal

Asphalt - HAS High Density Mineral Bond
Sub Total

2042 Fiscal Year
Paint - Community Exteriors
Sub Total

2043 Fiscal Year
Termite Treatment Plan
Sub Total

2044 Fiscal Year
Asphalt - Crack Seal
Granite Replenishment
Sub Total

2046 Fiscal Year
Irrigation Controllers

11.19.2018(007)
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$14,825.30

$14,825.30

$22,926.35
$3,674.10
$136,308.94

$162,909.39

$2,648.55

$2,648.55

$16,855.44

$16,855.44

$26,065.85

$26,065.85

$2,934.93
$30,000.79

$32,935.72

$167,379.87

$167,379.87

$19,163.60

$19,163.60

$3,252.28
$29,635.25

$32,887.53

$4,999.41
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Sunland Springs Village Garden Condominiums
Annual Expenditure Detail

Sorted by Description
Sub Total $4,999.41
2048 Fiscal Year
Asphalt - Crack Seal $3,603.94
Asphalt - HA5 High Density Mineral Bond $36,839.31
Asphalt - Repairs $17,294.10
Termite Treatment Plan $21,787.82
Sub Total $79,525.17
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Asphalt - Crack Seal .

Category 010 Streets Quantity 1 total
Unit Cost $1,712.000
% of Replacement 100.00%
Current Cost $1,712.00
Placed In Service 07/16 Future Cost $1,756.51
Useful Life 4
Assigned Reserves at FYB $1,222.86
Remaining Life 1 Monthly Member Contribution $42.98
Replacement Year 2020 Monthly Interest Contribution $0.22
Total Monthly Contribution $43.20
Comments:

Holbrook Asphalt seal cracks in July 2016 for $1,712. We have used this cost as a basis and have scheduled ongoing
crack seal every four (4) years.
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Asphalt - HA5 High Density Mineral Bond .

Category 010 Streets Quantity 1 total
Unit Cost $17,500.000
% of Replacement 100.00%
Current Cost $17,500.00
Placed In Service 07/16 Future Cost $19,896.42
Useful Life 8
Assigned Reserves at FYB $5,833.33
Remaining Life 5 Monthly Member Contribution $221.79
Replacement Year 2024 Monthly Interest Contribution $1.06
Total Monthly Contribution $222.85
Comments:

Holbrook Asphalt completed a project to apply an HA5, High Density Mineral Bond asphalt preservation treatment to the
community asphalt in July 2016 for $16,244.98, including repairs and crack sealing. This product comes with a five (5)
year manufacturer and contractor warranty, but should last 7 - 8 years before re-application is necessary. Therefore, we
have used an eight (8) year useful life.

It should be noted that the repair/seal coat and rehabilitation assets are budgeted to occur in the same budget year. Itis
recommended that the asphalt is seal coated within 6 months of resurfacing or replacement. Therefore, this component
appears in the same year as the removal and repaving or overlay project. If the Association chooses not to seal coat
within 6 months of resurfacing or replacement, the accumulated funds can be used for any additional expenses
associated with the major project or remain in the reserve account to be reallocated to other projects in the future.

Instead of using a typical seal coat maintenance program, the Association has the option to go with a High Density
Mineral Bond (HA5) surface treatment. This product, sold in AZ by Holbrook Asphalt, provides a durable surface that
reduces the frequency of "coating", preserves the underlying asphalt, and can significantly extend the timeframe before
the major asphalt project may be needed. If the Association would like us to create an alternative reserve study that
assumes an HA5 program, we can do so at the Board's request for an additional fee.

Note that we are not endorsing Holbrook Asphalt, but presenting the HAS program as an alternative option to a typical
seal coat maintenance program. We recommend that the Association contact Holbrook Asphalt (602.377.5406) to have
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

the community asphalt evaluated to determine if the HAS program is a viable option.

Asphalt - Remove & Repave '

Category 010 Streets Quantity 68,461 sq. ft.
Unit Cost $2.000
% of Replacement 100.00%
Current Cost $136,922.00
Placed In Service 01/00 Future Cost $336,225.67
Useful Life 54
Assigned Reserves at FYB $0.00
Remaining Life 35 Monthly Member Contribution $645.39
Replacement Year 2054 Monthly Interest Contribution $0.55
Total Monthly Contribution $645.94
Comments:

This component includes a provision to pulverize the existing asphalt, removing excess materials, grade and compact
pulverized material, and repave with 2.5" of new asphalt.

Since the Association has changed the asphalt maintenance plan, and is now using the HA5, High Density Mineral Bond
asphalt preservation treatment, it is possible that the asphalt will not require removal and repaving. However, at this time,
in order to be conservative, we have pushed the removal and repacing project out to 2054, but have not removed
budgeting for it from the report.

Over time, the condition of the asphalt should be assessed, and if the HA5 performs as expected, budgeting for the
removal and repaving project may be able to be removed from this analysis.
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Asphalt - Repairs .

Category 010 Streets Quantity 68,461 sq. ft.
Unit Cost $3.000
% of Replacement 4.00%
Current Cost $8,215.32
Placed In Service 07/16 Future Cost $11,469.39
Useful Life 16
Assigned Reserves at FYB $1,325.05
Remaining Life 13 Monthly Member Contribution $58.96
Replacement Year 2032 Monthly Interest Contribution $0.25
Total Monthly Contribution $59.21
Comments:

It is estimated that a percentage of the asphalt areas will require repair or replacement. The actual condition of the
asphalt should be monitored over time and these estimates adjusted accordingly.
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Roofs - Tile Underlayment .

Category 020 Roofs Quantity 251,000 sq. ft.
Unit Cost $3.250
% of Replacement 100.00%
Current Cost $815,750.00
Placed In Service 01/02 Future Cost $1,138,866.38
Useful Life 30
Assigned Reserves at FYB $290,723.01
Remaining Life 13 Monthly Member Contribution $4,904.86
Replacement Year 2032 Monthly Interest Contribution $47.65
Total Monthly Contribution $4,952.51
Comments:

The following comments apply to the concrete tile roofs atop the buildings. We hae used an average placed in service
date of 2002 for these roofs. The buildings were completed between 1999 and 2004.

Tile roof systems are designed to last for the life of the project. However, the integrity of the tile roof is dependent on the
condition of the roof underlayment. The tile can last indefinitely but wil not keep the building watertight unless the
underlayment is intact.

The condition of a tile roof can be deceiving. The tile may appear to be in good condition, but must be removed in order
to determine the condition of the underlayment. Should it be discovered that the underlayment has deteriorated, the only
solution is to remove the existing tile, replace the underlayment and then reinstall the tile. If too many tiles are damaged
during the removal process, it is possible that the tiles may require replacement as well at a higher cost.

Flashing defects, attachment problems and broken/displaced/missing tiles are common factors affecting the condition of
the underlayment by allowing exposure to sun and rain. Therefore, in order to protect your investment and to extend the
life of the underlayment, it is necessary to have a qualified roofer inspect the tile roofs on a regular basis. We
recommend that the Association include a line item in the operating budget for regular tile roof inspections and repairs.

Given the many factors listed above, we have included a provision for tile roof underlayment replacement. After several
discussions with local roofing contractors and inspectors, we have been advised that tile roof underlayment has an

11.19.2018(007) 14 ADVANCED RESERVE SOLUTIONS



Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

expected life range of 20 - 40 years. In order to account for this significant future liability, we are budgeting to replace the
underlayment. Should the client wish to budget for the tile roofs in a different manner we will do so at their request.

Paint - Community Exteriors .

Category 030 Painting Quantity 1 total
Unit Cost $92,750.000
% of Replacement 100.00%
Current Cost $92,750.00
Placed In Service 01/18 Future Cost $111,005.74
Useful Life 8
Assigned Reserves at FYB $11,593.75
Remaining Life 7 Monthly Member Contribution $1,110.37
Replacement Year 2026 Monthly Interest Contribution $2.67
Total Monthly Contribution $1,113.04
Comments:

Titan Painting completed a project to paint all building exteriors and walls in late 2017 for $92,750. We are budgeting to
paint the community exteriors on an eight (8) year cycle.

For budgeting purposes, we have used the next fiscal year's beginning date as the placed-in-service date for this
component.
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Concrete Components (Unfunded) .

Category 100 Grounds Quantity 1 comment
Unit Cost $0.000
% of Replacement 0.00%
Current Cost $0.00
Placed In Service 01/00 Future Cost $0.00
Useful Life n.a.
Assigned Reserves at FYB $0.00
Remaining Life n.a. Monthly Member Contribution $0.00
Replacement Year n.a. Monthly Interest Contribution $0.00
Total Monthly Contribution $0.00
Comments:

We are not budgeting for repair or replacement of concrete components in this analysis. It is anticipated that any
repairs/replacements required will be addressed immediately due to safety concerns. There should not be a need for
complete replacement at a single point in time, and good maintenance practice won’t allow the need for repairs to
accumulate to a point of major expense. We recommend that a line item be set up in the annual operating budget to
account for potential concrete repairs/replacements on an as needed basis. However, should the client wish to include
budgeting for concrete components as a reserve expense, we will do so at their request (cost and useful life to be
provided by client).
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Granite Replenishment .

Category 100 Grounds Quantity 240 tons
Unit Cost $65.000
% of Replacement 100.00%
Current Cost $15,600.00
Placed In Service 01/14 Future Cost $17,736.23
Useful Life 5
Assigned Reserves at FYB $15,600.00
Remaining Life 0 Monthly Member Contribution $280.77
Replacement Year 2019 Monthly Interest Contribution $0.24
Total Monthly Contribution $281.01
Comments:

The Association has requested that we budget to replenish the common area granite in 2019 and then every five (5)
years thereafter.

We have been advised that there are 48,021 sq. ft. which egates to 240 tons at 1" depth.
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Sunland Springs Village Garden Condominiums

Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Irrigation Controllers .

Category 100 Grounds Quantity 1 total
Unit Cost $2,500.000
% of Replacement 100.00%
Current Cost $2,500.00
Placed In Service 01/10 Future Cost $2,700.11
Useful Life 12
Assigned Reserves at FYB $1,875.00
Remaining Life 3 Monthly Member Contribution $21.74
Replacement Year 2022 Monthly Interest Contribution $0.30
Total Monthly Contribution $22.03
Comments:

This component will accumulate $2,500 every 10 years for replacement of the irrigation controllers (10). These are Rain
Dial and Irritrol controllers. Accumulated funds should be used as needed.
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Sunland Springs Village Garden Condominiums
Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Irrigation System (Unfunded) .

Category 100 Grounds Quantity 1 comment
Unit Cost $0.000
% of Replacement 0.00%
Current Cost $0.00
Placed In Service 01/00 Future Cost $0.00
Useful Life n.a.
Assigned Reserves at FYB $0.00
Remaining Life n.a. Monthly Member Contribution $0.00
Replacement Year n.a. Monthly Interest Contribution $0.00
Total Monthly Contribution $0.00
Comments:
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Irrigation systems are one of the most difficult items to budget for without specific information provided by an expert who
is specifically familiar with the system inventory and system condition.

We have been advised by irrigation system experts that most system components (piping, sprinkler heads, valves, etc)
have a useful life of 20+ years. However, budgeting for the replacement of an irrigation system requires evaluation of the
present condition (to identify remaining useful life) and replacement cost - both of which call for expert evaluation, but fall
outside the scope of a reserve study.

Therefore, we recommend that the Association board and/or management company have the system evaluated to

determine the appropriate scope of work, projected replacement cost and remaining life, all of which are necessary, so
that budgeting can be included in a revision or future update of this analysis.
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Sunland Springs Village Garden Condominiums

Component Detail
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Termite Treatment Plan .

Category 100 Grounds Quantity 1 total
Unit Cost $10,350.000
% of Replacement 100.00%
Current Cost $10,350.00
Placed In Service 07/18 Future Cost $11,469.11
Useful Life 5
Assigned Reserves at FYB $1,150.00
Remaining Life 4 Monthly Member Contribution $205.14
Replacement Year 2023 Monthly Interest Contribution $0.35
Total Monthly Contribution $205.48
Comments:

NOPHOTO
AVAILABLE

Custom Built Pest Control completed a project to treat termites in mid 2018 for $10,350. The Board has requested that
we budget this amount every five (5) years going forward.
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Component Detail
Directed Cash Flow Calculation Method; Sorted by Category

Tree Trimming (Unfunded) .

Category 100 Grounds Quantity 1 comment
Unit Cost $0.000
% of Replacement 0.00%
Current Cost $0.00
Placed In Service 01/00 Future Cost $0.00
Useful Life n.a.
Assigned Reserves at FYB $0.00
Remaining Life n.a. Monthly Member Contribution $0.00
Replacement Year n.a. Monthly Interest Contribution $0.00
Total Monthly Contribution $0.00
Comments:

,_._a:.:m

We have been advised by arborists that major tree trimming is usually required every 3 — 5 years and could be
considered a reserve expense. However, the cost for a major tree trimming project depends on the size, type, maturity
and number of trees at the community — all of which call for expert evaluation, but fall outside the scope of a reserve
study.

Should the Board obtain a proposal and trimming schedule we will include budgeting for tree trimming in a revision or
future update of this analysis at the Board’s request.
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Number of components included in this reserve analysis is 12.
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