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1.0 EXECUTIVE SUMMARY
A Reserve Study was conducted for the Great Neighborhood Association to determine a reasonable level of
annual reserve fund contributions required to meet the future expenditures for the elements on the property that
will likely require major repairs or replacements over the next 30-year period. The elements that have been
included in the Reserve Study are considered common to the property as defined by the Association’s
declarations and bylaws, unless otherwise noted.
Part 1 - Field Assessment
Part 1 of the Reserve Study involved a visual inspection of the property to assess the general condition and
obtain the necessary quantities and specifications of the major elements that will likely require repair or
replacement over the next 30 years. A summary of the property data is as follows:
Property Data
Building Style

# of Units

# of Buildings

Year(s) Constructed

Neighborhood Amenities

78

Clubhouse

2006

Overall, the property is in satisfactory condition. However, during the course of the field inspection, some
specific deficiencies were observed such as:
•
•
•
•
•
•

Loose wood fence post at northwest property
Tree growth in detention pond
Pool pump grounding wire not connected
Settlement of pool coping
Gas meter for pool heater not present
Some deck plank deterioration

See the relevant section of this report for any photos of these and other observed deficiencies. The deficiencies
identified in the report were based on a representative sampling of the property only, and it is recommended that
a comprehensive inspection of the property should be performed to identify other locations where these
conditions may exist.

Part 2 - Reserve Analysis
Part 2 of the Reserve Study involved an analysis based on a 30-year period. Construction cost data is derived
from a variety of sources, e.g., recent contractor bids received by subject property HOA or prior clients,
construction product vendor catalogs, internet, or national construction cost estimating publishers were used to
determine the present day repair or replacement expenses for each of the elements as illustrated in Exhibit 1.
To determine the future repair or replacement expenses over the next 30-year period, the present day values of
elements were inflated at an annual rate 3.4%. The present day values are inflated to account for historical
increases in construction costs. The inflation rate is calculated based on the Consumer Price Index (CPI)
average for the Atlanta area (Series ID CUURA319SA0) over the last 5 years, published by the U.S. Bureau of
Labor Statistics. Given the present day expense, the future expense is calculated using the “future value of a
single amount formula” as follows:
F = P (1 + IR)

n

where
F = future expense
P = present day expense
IR = inflation rate expressed as a decimal
n = number of years until future expense occurs
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The future repair or replacement expenses that are anticipated over the next 30 years are illustrated in Exhibit
2. The future expenses are aggregated on an annual basis to determine the recommended reserve funding plan
as illustrated in tabular form in Exhibit 3 and in graphical form in Exhibits 4 and 5.
The recommended reserve funding plan has been compiled using financial information provided by a
representative of the property. The information has been deemed reliable and has not been verified. The
following table summarizes this information.
Summary of Financial Information
Projected Year End Reserve
Fund Balance
(1/1/2012)

$109,450

Current Annual Reserve Fund
Contribution

$24,000.00

Reserve Fund Interest Rate

.5%

Based on the projected year-end reserve fund balance, the current reserve fund interest rate, and the estimated
inflation rate, an iterative procedure was used to determine a recommended reserve funding plan. The intent of
the plan is to have adequate funds available for future expenditures required for major repairs or replacements
so that the potential need of a loan or special assessment can be avoided, which ultimately preserves the
market value of the property. Based on the reserve analysis, it was concluded that the potential need for a
loan or special assessment is not anticipated at this time. However, an increase in the annual reserve
fund contribution is recommended from the amount currently being contributed to the amounts shown
in Exhibit 3 in order to avoid the potential of a future loan or special assessment.
The status of the current funding plan as it relates to the recommended funding plan is illustrated in Exhibit 5,
assuming that the current budgeted amount continues to be contributed to the reserve study.
The annual contributions made to the reserve fund are a means to compensate for the difference between the
ongoing deterioration of a property and its finances. Since elements deteriorate at varying rates and the
finances of the property are typically changing on an annual basis, the need to maintain balance between the
two is an ongoing process. Therefore, to maintain this balance, periodic updates to the Reserve Study are
recommended approximately every three years. Annual updates may be warranted depending on the age of
the property and the amount of repair or replacement activity.

2.0 INTRODUCTION
A Reserve Study was conducted for Great Neighborhood Association to determine a reasonable level of annual
reserve fund contributions required to meet the future expenditures for the elements on the property that will
likely require major repairs or replacements over the next 30-year period. The elements that have been
included in the Reserve Study are considered common to the property as defined by the Association’s
declarations and bylaws, unless otherwise noted.
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3.0 GOALS
The goals of the Reserve Study are as follows:
1. Visually assess the general current condition and obtain the necessary quantities and
specifications of the major elements that will likely require repair or replacement over the
next 30 years.
2. Estimate the remaining useful life until major repair or replacement of the elements is
considered necessary.
3. Estimate the future expense schedule for repair or replacement of the elements.
4. Analyze the annual reserve fund contributions needed to ensure that funds are available for
the ongoing repair or replacement of the elements.
5. Provide a status of the current fund as it relates to the recommended funding plan,
assuming that the current budgeted amount continues to be contributed to the reserve fund.

4.0 SCOPE OF WORK
To accomplish the Reserve Study goals, BPG Inc. performed a Level I, Full Reserve Study with site visit in the
following two parts.
Field Assessment (Part 1)
Part 1 of the Reserve Study involved a visual inspection of the property to assess the general condition and
obtain the necessary quantities and specifications of the major elements that will likely require repair or
replacement over the next 30 years.
Reserve Analysis (Part 2)
Part 2 involved an analysis of the future repair or replacement expenses anticipated for each of the elements.
Based on the general condition, age, and average life expectancy of each element, a long-term repair and
replacement schedule was established. BPG Inc. has selected a 30-year period for the repair and replacement
schedule to capture the long-term cyclic expenses associated with elements that exhibit longer life times.
Included in the report are the following exhibits that illustrate the results of the reserve analysis:
•

Exhibit 1: A summary of the element quantities and total present day and inflated expenses incurred
over the 30 year period of the study.

•

Exhibit 2: The future repair or replacement expenses as shown in inflated dollars that are anticipated
over the next 30 years, presented on a year by year basis.

•

Exhibit 3: The recommended reserve funding plan as illustrated in tabular form.

•

Exhibit 4: The recommended reserve funding plan as illustrated in graphical form.

•

Exhibit 5:

The status of the current funding plan as it relates to the recommended funding plan
assuming that the current budgeted amount continues to be contributed to the reserve
study.
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5.0 ASSUMPTIONS
Several general assumptions have been made for the completion of this study, which are as follows:
1. The elements will be replaced with like kind unless otherwise noted or directed by a representative of
the property to use alternate materials.
2. All new installations will comply with current city, state and local building code requirements.
3. The building structures have a remaining useful life greater than 30 years.
4. A maintenance program will be implemented to ensure that all building components, systems, and
equipment are maintained and operated at or near optimum capacities.
5. Since cash flow takes place at frequent and varying time intervals within an interest period, a simplified
method of assuming that all cash flow occurs at the midpoint of the interest period is used in the reserve
analysis.
6. The reserve analysis was performed using the baseline funding method. By definition, the baseline
funding method maintains a reserve fund balance above zero for each year of the study.
7. The study is limited to the elements of the property that likely require major repair or replacement during
the study period and that have a significant impact on the reserve contributions. Elements that require
minor repairs or replacements and are relatively insignificant in cost when compared to the property in
its totality are assumed to be funded from the operating and maintenance budget.
8. The following recurring expenses are considered to be maintenance items; therefore, adequate funding
for such expenses should be allocated in the operating and maintenance budget, but not limited to the
following:
•
•
•

Painting of exterior facades
Replacing sealants around windows, doors, and between dissimilar materials.
Minor localized tuckpointing that may be required for areas of severe distress.

9. Elements such as electrical, water supply, and waste water systems for the Pool building have an
extensive lifetime that make it very difficult to predict or establish major repair or replacement expenses.
These elements can function indefinitely with ongoing maintenance and repairs which are considered
minor when compared to wholesale replacement expenses; therefore, we assume that future minor
ongoing maintenance and repair expenses incurred will be funded from the operating and maintenance
budget. This assumption is based on the premise that a reserve study is to include elements that have
a definable remaining useful life; therefore, incorporating replacement expenses for elements that do
not have a predictable useful life into the study can significantly impact the accuracy and validity of the
results.
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6.0 DISCLOSURES
This study and report is based on observations of the visible and apparent conditions of a reasonable
representative sampling of the property’s elements at the time of inspection. Although due diligence was
performed during the inspection phase, BPG Inc. makes no representations regarding latent or concealed
defects that may exist. The inspection did not constitute any invasive investigations and was not intended to
determine whether applicable building components, systems, or equipment are adequate or in compliance with
any specific or commonly accepted design requirement, building code, or specification. Such tasks as material
testing, engineering analysis, destructive testing, or performance testing of building systems, components, or
equipment are not considered as part of the scope of work, nor are they considered by the reserve study
industry standard.
Judgments in this study are based on estimates of the age and typical useful life of the various elements
included in this study. The predictions of useful life and remaining useful life are based on industry and/or
statistical comparisons, along with sound engineering judgment. It is necessary to recognize that the actual
conditions can alter the useful life of any element. The methods of installation, deferral of maintenance, or other
unforeseen conditions make it virtually impossible to predict precisely when each element will require major
repair or replacement. The tabulated values for expected useful life and remaining useful life are estimates, as
noted, and should not be construed as a guarantee or warranty, either expressed or implied, as to the
performance of products, materials, or workmanship.
If the property representative has not disclosed any known issues or problems with materials, components, or
systems, it is noted that the validity of this study may be impacted. Where applicable, comments regarding the
general condition of the property and any significant deficiencies as observed at the time of inspection have
been documented. A qualified contractor or building engineer should be retained to repair, replace, or adjust
defective components to ensure optimum performance or efficiency.
Pricing used for the repair or replacement costs indicated in this report are derived from a variety of sources,
e.g., recent contractor bids received by subject property HOA or prior clients, construction product vendor
catalogs, internet, or national construction cost estimating publishers. The material and labor pricing provided
are estimates and have been augmented, as necessary, to account for specific site conditions (i.e. material
handling, scaffolding, etc.). The total expenses represent a useful guideline whereby reserve funds can be
accumulated for future repairs and replacements. The estimated repair and replacement expenses, unless
otherwise noted, do not include allowances for architectural, engineering, or permitting fees.
The information provided by a property representative regarding the financial, physical, or historical data is
deemed reliable. The reserve study is intended to be a reflection of the information provided and is not for the
purpose of performing an audit, quality analysis, forensic analysis, or background check of historical records. By
review of the property representative, the elements listed in the Exhibits of this report have been identified as
the elements for which the property has long-term responsibility for repair and replacement. The property
representative assumes full responsibility for determining that the list of elements is complete. BPG Inc. has not
reviewed any documents or declarations as part of this Reserve Study and assumes no responsibility for the
completeness of the inventory. This report is intended solely for the use of the Greats Neighborhood Association
in connection with funding for major repairs and replacements, and may not be used by any other party for any
purpose.

7.0 FIELD ASSESSMENT (Part 1)
The contract to perform a Reserve Study for the Great Neighborhood Association required an on-site, visual
inspection of the property and a report on the general condition of the elements. The definitions below
summarize the method used to determine the condition of each element included in this study. The colors
shown in the Condition Key correspond to the general condition column of each of the following element tables.
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7.1 & 7.2 ASPHALT PAVEMENT
General Description
The streets and parking lots are constructed of asphalt pavement. Asphalt pavement is constructed of two
layers of material consisting of an asphalt-wearing course and granular base course. The asphalt-wearing
course for parking lots is typically constructed of two layers consisting of a thin surface course and a thicker
binder course, which provides a bond between the surface course and granular base course. The granular
base course usually ranges from 6” to 18” in thickness depending on sub-base (i.e. soil) conditions and loading
requirements. Compaction of the sub-base (i.e. soil) and stone base course is one of the most important
procedures to ensure proper performance of the pavement. The single most significant cause of asphalt
pavement failure is poor drainage. Water that ponds on the surface accelerates the deterioration process by
causing breakdown of the asphalt, sub-base and oils, thus contributing to a reduction in the flexibility of the
pavement and causing the development of cracks. In addition, surface water that is not adequately drained will
cause the substrate to lose strength and will no longer be capable of supporting the induced wheel loads.
Periodic seal coating and crack sealing approximately every 5 to 6 years is the most important preventative
maintenance that can be done to extend the life of asphalt pavement. Seal coating minimizes oils from
evaporating, reduces the degradation that occurs from ultraviolet light, and prevents water from penetrating the
pavement. Random cracks that are greater than 1/8” in width should be routed out, cleaned, and filled with a
rubberized hot tar crack sealant to prevent water from penetrating the pavement.
Based on the observed conditions and the estimated age and condition of the paving and sealant condition, we
have included funding for replacement over the 30-year period of this study as illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

General street view; note asphalt & curbs

General street view; note asphalt & curbs
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7.3 & 7.4 CONCRETE
General Description
Concrete curb and gutter is located along the perimeter of the asphalt paved streets. It is not expected that a
wholesale replacement of the concrete curb and gutter will be required within this study period; however, partial
replacements are anticipated periodically because of accelerated deterioration that can occur depending on the
concrete mix, finishing techniques, and local conditions.
Concrete flatwork consisting of sidewalks is located in the amenity area, connecting the two residential areas
and some unit patios. It is not expected that a wholesale replacement of the concrete flatwork will be required
within this study period; however, partial replacements are anticipated periodically because of accelerated
deterioration that can occur depending on the concrete mix, finishing techniques, local conditions, and use.
Based on the observed conditions and the estimated age of the curbing, we provided a repair allowance over
the 30-year period of this study as illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

Example of concrete curbs

7.5 FENCING
General Description
Wood 3-rail fencing is located on top of the gabion retaining wall at the northwest corner of the property, and
wood stockade fence is located along Summer Road and surrounding rear patios. Replacement of wood fencing
is periodically necessary due to lateral displacement of the vertical support posts, wood rot, termite damage,
and mechanical damage to the pickets or rails, etc. The recurring expense of applying a protective coating to
the fencing is considered to be a maintenance item; therefore, adequate funding should be allocated to the
operating and maintenance budget for such an expense.
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Chain link fencing is located chainlink fence is located around portions of the detention pond. Replacement of
chain link fencing is eventually necessary due to deterioration and damage that will occur over time. For the
purpose of this study, it is assumed that minor repairs and replacements to the chain link fencing will be funded
from the operating and maintenance budget.
Steel fencing is located around the Pool. Replacement of the fencing is eventually necessary due to
deterioration and damage that will occur over time. For the purpose of this study, it is assumed that minor
repairs and replacements to the fencing will be funded from the operating and maintenance budget.
Based on the observed conditions, funding has been allocated for wholesale replacement of the fencing as
illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

Example of 3-rail fence; note gabion retaining wall

Example of stockade fence at west property perimeter

Example of patio fences

View of chainlink fence at detention pond
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View of pool fence

7.6 Retention Pond
General Description
There is a dry retention ponds located at the north boundary of the property. The detention area has a poured
concrete wall with a vertical overflow pipe serving as the impoundment dam. To insure proper function, these
holding ponds should generally be kept clear of tree and vegetation growth. Trees should not be allowed to grow
close to the dam as roots can damage the structure. It is permissible to allow trees to grow in the pond area, but
it should be understood that leaf and limb debris will contribute to the possible clogging of the pond outlet
system. Accumulated debris can block the overflow pipe in times of heavy precipitation, which in turn can allow
pond water to overtop the dam. In the worst case scenario, soil erosion under the downstream side of the dam
footing can occur leading to collapse of the dam, threatening property and life below the dam. Silt accumulation
in the pond must also be monitored; silt removal is typically an expensive process. Resistance from property
owners adjacent to the detention areas to wholesale clearing can be expected since they typically enjoy the
privacy afforded by the vegetation. Based on the observed conditions, funding has been allocated for the
periodic clearing of the pond area and dams as illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

View of detention pond vegetation growth

View of detention pond dam; note close-by trees
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7.7 STORM DRAINAGE
General Description
Throughout the property there are various components for storm water control. These components include curb
inlet catch basins and tops, access junction boxes, area drains and drop inlets, and headwall structures. Other
than an observation of the visible components, in the absence of developer site plans, this study did not include
an analysis of the below-ground components. While the system can be expected to outlive the 30-years covered
in this study, these components do deteriorate over time and can be costly to repair. Based on the observed
conditions, an allowance for funding maintenance of these components has been provided as illustrated in
Exhibit 2.

7.8 ENTRANCE MONUMENT and SIGNAGE
General Description
Located at the two entrances to the property are contemporary double-sided steel post entrance monuments
with ceramic tile veneer for the sign letter fields. Over time signage of this type can become damaged or
experience deterioration that necessitates replacement. Repair of the sign field is periodically necessary to
prevent costly and extensive damage such as deterioration of mortar joints, missing tile, etc., that is caused by
moisture penetration. Based on the observed conditions, funding has been allocated for maintenance of the
signs as illustrated in Exhibit 2.
Custom designed street stop signs and miscellaneous directional signs are located at street intersections and at
random areas. Replacement of the signs is eventually necessary as a result of physical damage, a loss of finish,
the structures becoming worn or outdated, and to maintain the aesthetics of the property. For the purpose of
this study we have provided an allowance for periodic replacement. Based on the observed conditions,
maintenance funding has been allocated for periodic replacement of the signs as illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

Great Neighborhood

View of main entry monument sign (1 of 2)

Great Neighborhood

View of Pool marker sign
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Example of street signage

Example of directional signage

7.9 LANDSCAPING & IRRIGATION
General Description
.
Landscaping for which the HOA is responsible is located at the main entries and at the pool area. It is very
difficult to predict the expenses associated with the replacement of plant material. The day-to-day care of the
plants will have a significant impact on how each will endure throughout this study period. Life-limiting factors
include cultivation problems, insects, disease and physical damage. The property also has irrigation piping and
features that have an indeterminate life cycle. The irrigation system is reported as connected to public water,
rather than private wells, thus pumps are not relevant. Nonetheless, due to the amount of landscaping and
irrigation piping, the HOA has requested a periodic allowance be included in this study to insure that funding is
set aside for needed replacements as illustrated in Exhibit 2.

7.10 RETAINING WALLS
General Description
Concrete retaining walls are located between most of the buildings that back up to the detention pond; the walls
are extensions of the rear foundation walls of these buildings. Concrete retaining walls have a long life
expectancy and can be expected to outlast the 30 year period of this study. Any movement of the concrete walls
should be carefully monitored.
Stone-filled, stacked wire basket gabions are used for a high retaining wall located at the northeast boundary of
the property. This type retaining wall has a long life expectancy and can be expected to outlast the 30 year
period of this study. However, the wire baskets can be expected to exhibit corrosion over this period, and
eventual failure. Failure of the wire restraints can result in displacement of the stone contained therein.
Based on the observed conditions, funding has been allocated for periodic repair of the retaining walls as
illustrated in Exhibit 2.

The following photos illustrate examples of the elements in this category and any observed deficiencies:
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Example of concrete wall between buildings

View of stone gabion wall

7.11 MAIL KIOSKS & MAILBOXES
General Description
The property features two roofed mailbox kiosks mounted on wood posts. Wood structures are subject to
weather and termite damage as well as normal wear and tear from usage. Localized repairs to the pavilions
should be performed on an as needed basis and are considered to be maintenance expenses. The roof
structure shelters metal cluster mailboxes on metal support posts. Replacement of the mailboxes is eventually
necessary as a result of a loss of finish, the structures becoming worn or outdated, and to maintain the
aesthetics of the property. Mailboxes of this type generally have a typical useful life of approximately 20 years.
Funding has been allocated for major repairs of the kiosk structures as illustrated in Exhibit 2. Cost of shingles is
provided in Section 7.12. Based on the observed conditions, funding has been allocated for wholesale
replacement of the mailboxes as illustrated in Exhibit 2.

View of mail kiosk near pool

View of mail kiosk on Gates Mill cul-de-sac
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7.12 ROOFING
General Description
The building roofs are covered with a single layer of a laminated architectural asphalt shingle, all of which
appear original to 2006. Replacement of the roofing is eventually necessary due to chronic problems with
moisture penetration and the degradation of shingles as evident by curling, torn shingle tabs, excessive granule
loss, etc. Adequate attic ventilation is imperative to prolong the useful life of the roofs. Without proper
ventilation, warm air trapped in the attic space can heat the roof decking causing premature shingle failure. For
the purpose of this analysis, we assume that the roof covering will be torn off and replaced with a similar shingle
style, rather than recovered. Recovering a roof is not the preferred method due to the reduced useful life of the
new roof that is caused by the underlying shingle layers absorbing additional heat causing accelerated
degradation. A recover also prevents the repair of delaminated or decayed roof sheathing and flashing
deficiencies. The flashing, felt paper, and vents are integral with the entire roof system; therefore, they are
considered as part of the overall roof replacement.
Raised rib metal roofing is used on some eave returns on each building. With proper maintenance, metal roofing
should have an extensive useful life. Minor replacements may be necessary periodically due to damage or
other factors beyond normal wear, which are assumed to be performed on an as needed basis and be funded
from the maintenance budget.
Based on the observed conditions, funding has been allocated for wholesale replacement of the roofing as
illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

View of roof shingles, typical; note metal at gables
Note rain gutters and downspouts

Roof materials view, typical
Note rain gutters and downspouts
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7.13 GUTTERS, DOWNSPOUTS
General Description
The gutters and downspouts on the residential and poolhouse buildings are in satisfactory condition.
Replacement of this component is eventually necessary due to damage and fading of the finish as a result of
continued exposure to ultraviolet light. Typical damage includes deterioration of joint seals at gutters which may
result in leaking, denting, missing or loose fasteners, and deformation. Even though the performance life of
these elements will generally exceed the aesthetic life, the appearance is critical in maintaining the value of the
property. Therefore, the limiting factor concerning the useful life of these elements is generally the aesthetic
appearance of the finish. See Section 7.12 for photos of this element.
Based on the observed conditions, funding has been allocated for replacement of the gutters and downspouts or
soffit repair as illustrated in Exhibit 2.

7.14 CEMENT FIBER SIDING, SOFFIT and FASCIA
General Description
The building exteriors are clad with fiber cement lap siding. In general, fiber cement siding is low maintenance
and should outlast the time period of this study. Over time, cracks will begin to form in the panels as a result of
changes in the moisture content and the inherent property that cementitious materials shrink with time. These
cracks will be avenues for water to penetrate behind the cladding that will accelerate the deterioration process of
components such as the sheathing and structure underneath. Along with degradation of the materials, what
often necessitates the replacement of the cladding is the desire to change the aesthetic appearance of the
building as it becomes outdated with time. Sealants must also be maintained, checked and periodically
replaced to ensure a water tight system and maintain the life expectancy of the cladding. The replacement of
sealants is considered a maintenance item; therefore, adequate funding should be allocated to the operating
and maintenance budget for their replacement. Based on the observed conditions, funding has been allocated
for the wholesale replacement of the fiber cement panels as illustrated in Exhibit 2.
The building soffits and fascia appear to be constructed of wood. Over time, water damage, degradation from
ultraviolet exposure, temperature extremes and physical damage will occur. Regular painting of the surfaces
insures maximum life. Along with degradation of the materials, what often necessitates the replacement is the
desire to change the aesthetic appearance of the buildings as they become outdated with time.
The following photos illustrate examples of the elements in this category and any observed deficiencies:
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View of exterior cladding materials, front elevation

View of exterior cladding materials, end elevation

View of exterior cladding materials, rear elevation

View of exterior cladding materials, poolhouse
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7.15 MASONRY VENEER
General Description
The ground level front elevation façade of each building, including the poolhouse, features brick or synthetic
stone and mortar veneer. In general, the masonry should last the life of the property. However, shear cracks,
shrinkage cracks, separation cracks, dislodged mortar and masonry, holes, unfilled joints, erosion, and other
forms of deterioration occur to the material. Localized tuckpointing is considered necessary to prevent the
potential of moisture penetration that can lead to more costly repairs such as spalling or cracking of masonry,
interior moisture damage, corrosion of the steel lintels, etc. Mortar joints generally have a life expectancy of 30
to 50 years before a significant quantity of tuckpointing is considered necessary. Based on the observed
conditions, funding has been allocated for periodic tuckpointing or repair of the masonry as illustrated in Exhibit
2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

View of masonry at ground level

View of masonry at ground level
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7.16 DECKS & RAILINGS
General Description
Most of the building rear elevations backing against the detention pond feature a wood deck and railings.
Replacement of the wood features becomes necessary as a result of deterioration (wood rot, splitting, rust, etc.)
and to maintain the aesthetic appearance of the property. However, periodic minor replacements may become
necessary. Some minor deterioration was observed in random areas. For the purpose of this study, funding has
been allocated for a regular replacement schedule for the wood and features over the duration of the study
period as illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

Example of wood decks and railings, typical

7.17 DOORS: POOLHOUSE
General Description
The poolhouse features metal clad doors for the men’s, women’s and mechanical rooms. Due to the exposed
exterior location, over time the doors can be expected to deteriorate with weather exposure and usage, and for
the pool house restroom doors, particularly the effect of being wetted by the sanitizing agents for the pool water.
Heavy use of the restroom doors often results in accelerated wear and tear. There are no windows in the
poolhouse building.
For replacement of the doors, a funding allowance has been included for regular replacement schedule over the
duration of the study period as illustrated in Exhibit 2.
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7.18 RESTROOM REFURBISHING
General Description
The men’s and women’s restrooms are the only interior finished areas of the poolhouse. Due to heavy physical
use, periodic refurbishing is needed to maintain aesthetics. Costs of routine maintenance and minor section
replacement are commonly expensed to operating funds. However, an overall allowance has been provided in
this study for more significant renovations or upgrades as deemed necessary or desired for aesthetic changes.
Each restroom has a single toilet (and urinal in men’s), sink in laminate counter, and miscellaneous fixtures.
Based on the observed conditions, funding for replacement of these elements is provided as illustrated in Exhibit
2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

View of poolhouse restroom features

View of poolhouse restroom features
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7.19 WATER HEATER
General Description
The domestic hot water system for the poolhouse building consists of one electric, 40 gallon water heater
manufactured in 2006. Water heaters commonly fail over time due to the constant expansion-contraction of the
tank as the heating component cycles on and off, and the internal rusting of the tank. Based on the observed
conditions of the domestic hot water system, funding has been allocated for wholesale replacement of the unit
as illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

View of poolhouse water heater
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7.20 WALL HEATERS, VENT FANS
The poolhouse restrooms and mechanical room feature a wall-mounted electric heater. There are exhaust fans
in each of the restrooms. Mechanical devices such as electric wall heaters and exhaust fans commonly fail from
simple wear and tear on the motors and heating elements. Based on the observed conditions of the heaters and
vent fans, funding has been allocated for wholesale replacement of the unit as illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

Example of wall heater
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7.21 SECURITY SYSTEM
General Description
The poolhouse features a security camera system with digital video recorder and four cameras mounted on the
poolhouse eaves. The basic security system electrical wiring is assumed to have a life expectancy beyond the
30 year period of this study. However, the system controls do have various electronic control devices such as
computer CPU, controllers and circuit boards that over time will experience failure due to usage, heat stress and
power surges. Electronic equipment becomes outdated with changes in technology which often prompts
replacement. Therefore, an allowance for funding replacements of like-kind equipment has been allocated as
illustrated in Exhibit 2.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

Poolhouse security computer

Poolhouse security camera (1 of 4)
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7.22 thru 7.26 POOL ELEMENTS
General Description
The pool is constructed of concrete with a plaster finish. The pool plaster and waterline tiles appear original to
the 2006 construction date. It is imperative that the plaster finish be regularly maintained such as repairing
cracks that form in order to prolong the life of the concrete liner. Plaster refinishing should be expected every
eight years.
The pool mechanical system consists of 1 each circulation pumps of approximately 2 HP pump, 1 each sand
filter, 1 each chlorinator and 1 each gas-fired water heater. It is noted the gas meter located at the fence outside
the poolhouse is not present, thus the heater is inoperative, presumably based on an HOA decision to conserve
operating funds. The grounding wire for the pump was not connected and could be unsafe; it should be
connected per pump manufacturer’s specifications. Due to constant year-round operation, pumps have a limited
life due to wear and tear on components and bearings and corrosion. Filters eventually fail due to accumulated
debris that cannot be removed with the normal backflush process. Based on the observed conditions, funding
has been allocated for replacement of the pool mechanicals as illustrated in Exhibit 2.
The pools are surrounded by concrete decks. The joint between the pool liner and the concrete deck sections
should be regularly maintained in order to prevent water penetration, which can promote deterioration of the
concrete pool structure. Cracked or settled concrete decking should also be repaired or replaced to prevent
water penetration and also to provide a safe environment for the residents. Settlement of the cast concrete
coping was noted in several sections.
The pool furnishings are original 2006 and consists of approximately 8 arm chairs, 12 beach chairs, 13 chaise
lounge chairs, 1 each 4’ fiberglass with umbrellas, 5 each 18" drink tables and 2 each 4x20 wood shade arbors.
The Avery pool is furnished with 20 strap armchairs, 29 strap chaises, and 4 each trash receptacles.
Based on the observed conditions, funding has been allocated for wholesale re-plastering of the pools, partial
replacement of the concrete decks, replacement of equipment and wholesale replacement of the pool
furnishings as illustrated in Exhibit 2. The recurring expenses of repairing cracks in the pool liners and making
minor repairs to the concrete deck are considered to be maintenance expenses; therefore, adequate funding
should be allocated in the operating and maintenance budget for such expenses.
The following photos illustrate examples of the elements in this category and any observed deficiencies:

View of pool

View of pool
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View of tot’s section

View of settled coping at deck

View of settled coping at deck

View of pool pump, filter and chlorinator

View of pool heater; not in service

Pool pump grounding wire disconnected
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Example of pool furnishings

Example of pool furnishings
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8.0 RESERVE ANALYSIS (Part 2)
Repair and Replacement Expenses
At the time of inspection, the necessary quantities of the major elements that will likely require repair or
replacement over the next 30 years were determined. The repair or replacement quantities for each element
are compiled and presented in Exhibit 1.
Also, information was gathered regarding the material, component, or system specifications of each of the
elements. These specifications were matched with the specifications in the national cost data source and a
present-day expense for materials, labor, overhead and profit for each element was established. The sources
used provide costs based on the unit price for each element.
The total present-day expenses are the product of multiplying the total units by the unit expenses as indicated in
Exhibit 1. Having determined the present-day expenses for repairing or replacing each of the elements, the
future costs were evaluated. The future costs are based on the fact that commercial and residential
construction costs have historically increased with time and can be expected to increase in the future. To
determine the future repair or replacement expenses over the next 30-year period, the present day expenses
have been inflated at an annual rate of 3.4%. The inflation rate was determined using the average of the last 20
years of the RS Means Historical Cost Indexes for Atlanta, Georgia. Given the present day expense, the future
expense is calculated using the “future value of a single amount formula” as follows:
n
F = P (1 + IR) , where F = future expense, P = present day expense, IR = inflation rate expressed as a
decimal, and n = number of years until future expense occurs
The future repair or replacement expenses for each of the elements were calculated from the present day
expenses accounting for the year in which the element is to be repaired or replaced. This information is
provided in Exhibit 2 and is listed by each element and each year of the analysis.
The sum of the expenditures for all of the elements in any given year equals the total expenditures for that year.
This value is the basis for determining the future reserve requirements for each year of the analysis. In other
words, the reserve funds that must be on hand in any given year are equal to the total expenses projected for
that year.
Recommended Reserve Funding Plan
For each year that future expenses are incurred, there is an annual levelized series of contributions that can be
placed in an interest bearing account that will ensure that the future reserves are available when needed.
These annual contributions represent the recommended contribution to the reserve fund to meet the future
reserve needs. During the course of our inspection, several general observations were made regarding the
construction and maintenance of the property. In general, a diligent effort was made to distribute the repair and
replacement expenses over a number of years to create a more uniform expense report. The following
discussions relate to the general features of the elements.
Exhibit 3 presents a compilation of the reserve fund balance, contributions, and expenses for each year of the
analysis that satisfy the future reserve funding plan based on the current reserve fund interest rate and inflation
rate.
It is emphasized that the recommended reserve funding plan presented in Exhibit 3 is only one of many
possible schedules that can be employed to meet the future reserve requirements. Exhibit 4 is a graphical
representation of the information in Exhibit 3. This illustrates how the leveled reserve fund contributions are
utilized to meet the annual expenses, and how the reserves build over time.
The status of the current funding plan as it relates to the recommended funding plan is illustrated in Exhibit 5,
assuming that the current budgeted amount continues to be contributed to the reserve study.
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9.0 HOW TO USE THIS REPORT TO PLAN A BUDGET
Think of this report and its tables as an inventory of things owned by your home owner association, the condition
of those things at the time of the field work, and a year to year plan of what capital projects to do for any given
year. When reading this report, it is important to keep in mind the distinction between operating funds and
reserve funds. Operating funds are for your day-to-day HOA expenses such as landscaping, pine straw,
club/poolhouse utility bills, pool maintenance, insurance, neighborhood parties, etc. Reserve funds are monies
set aside to pay for things owned by the HOA that wear out and need to be replaced. Those things that are
owned by the HOA and have a known life expectancy are listed in Exhibit 1 of your report.
The sections in this report are quite self-explanatory, but a brief discussion about some of the sections is
appropriate.
Section 1.0 is a quick summary of the steps your consultant took in his field work while on your property and
while performing the financial analysis. This section has a bullet list of deficiencies he observed while on site.
Some of those deficiencies may be significant as to cost; some may be safety issues requiring small or big
repair expense, while some are minor and are mentioned simply as a courtesy.
You will find in bold print in this section your consultant’s opinion as to the status of your current reserve funding
level, based on financial information provided by an HOA representative. The conclusion directs you to Exhibit
3 for a year-to-year funding plan that is required to maintain the HOA property in good condition.
Section 7.1 through 7.XX is a discussion with photo examples of those things owned by your HOA. This
section parallels the list in Exhibit 1. By reading these narratives you can gain an understanding of how and
why these things eventually wear out, and therefore understand why funds have to be set aside to replace them.
The photos are included to help the residents understand those things for which they share a common
responsibility. Some of the photos illustrate the condition of or damage to those elements present when the
consultant performed his field work.
Exhibit 1 is a listing of all those capital items for which the HOA is responsible. This exhibit provides you a
quantity of each element and its present day value. It’s important to note that the “present day unit value” is not
necessarily the exact value of everything owned by the HOA. For one thing, it doesn’t include the actual value of
structures on the property, like a clubhouse structure. But where actual quantities are listed, it does provide the
value of those parts, like roofing, siding, fences, etc. Further, this column includes line items with only “lump
sum” values attached. Lump sums are used for categories of elements where it is unlikely the entire element will
have to be replaced within the 30 years covered by the study, but it is known that significant expense will be
incurred by partial replacements of the element over the study period.
The numbers in the “Typical Useful Life” column are based on national averages used by your consultant. But
averages are just that; some times things last longer than expected, and some times they must be replaced
sooner than expected. Related to that, the “Remaining Useful Life” column is your consultant’s estimate of how
many years of life the element has before it will need to be replaced, tempered by his observation of the
element’s condition when he performed the field work. It is not necessarily related to its chronological age. But
experience tells us the entirety of some things do not wear out all at once. Rather, a durable item will experience
wear in sections, requiring major repair of those sections, but not the total. Thus you will see in the remaining
useful life column the word “Ongoing” to indicate an exact date cannot be predicted, but that some level of
expense can be anticipated over the 30 years of the study.
The several pages of Exhibit 2 are your year-by-year plan of what projects you should consider doing in a given
year and the expected cost of the project. The column on the left repeats the elements listed in Exhibit 1. Simply
look at the year-by-year column header, scan down the column, and you will see dollar amounts for one or more
projects that are expected to come due that year. You will note that costs for replacements repeated throughout
the 30 years of the study go up, due to the effect of inflation applied to the original cost.
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It is important to understand that just because a cost item appears in a given year it does not mean you “must”
do that project that year. Your consultant has included the cost within a given year simply because it is the year
in which the element should need replacement or major repair, based on known life expectancies. The fact is,
some elements don’t last as long as the average for a variety of reasons, while in some cases, that same
element may last longer than expected. The variable effect of weather, usage and maintenance quality also has
a significant impact on how long some items last, and no one can know those effects over the long term.
Representatives of the HOA should physically examine each of the elements listed in a given year in Exhibit 2
and make a determination as to whether it should be replaced or deferred to a subsequent year. If it needs to be
replaced, and the HOA has followed the funding plan, you will have the funds to have the work done. If an item’s
replacement can be deferred, by continuing to follow the funding plan, the funds will still be there when the
element is finally replaced. Similarly, if a determination is made to replace an item, at least in part, in a year
before it is listed in Exhibit 2, you will have some, but not all, of the funds available for the early work as long as
you are following the funding plan. That is, by following the funding plan you are setting aside a portion of the
future expense each year, so you always will have some funds in the account for premature work on any
element.
A word of caution is in order regarding deferral of projects. By deferring projects into future years, you run the
risk of having too many projects “come due” in a given year when required funds may not be available. That is,
projects are listed throughout the 30 years of the study, and if deferred projects are deemed now essential and
lumped together with several other projects listed in that year are also necessary, the reserve balance may not
be sufficient to do all of them. The reserve balances in Exhibit 2 assumes that the HOA will steadily contribute
the recommended funds, and simultaneously spend the funds on the listed projects. Too many deferrals or
accelerated projects can skew your reserve balance.
Exhibit 3 is essential to planning your budget. The critical column is highlighted in yellow, headed as “Required
Annual Reserve Fund Contribution.” This is the amount the HOA should set aside each year for reserve
projects. Add this amount to your expected Operating Fund budget and it will give you total expected
expenditures for the year. That total, Reserve Contribution + Operating Funds, divided by the number of homes
in your neighborhood will give you the needed dues for the year.
The “Annual Expenses” column in Exhibit 3 is the same number found for those years in Exhibit 2. Note that the
ending balances in the column headed “Ending Balance of Reserve Fund” varies from year to year. That is
because reserve expenses can vary from nothing one year, to very significant in some years. It all depends on
when those things the HOA owns wear out and have to be replaced. Sometimes many projects come due in one
year and the annual contribution must be kept high enough to cover that contingency.
Exhibits 4 and 5 are graphic representations of the HOA contribution to reserves and its expenditures. Your
financial projections have been set at levels designed to assure that your reserve funds never fall below zero,
th
and indeed to reach the 30 year of the projections with a positive balance of about 10% of all expenditures
over the 30 year period. That 10% balance is intended to be a buffer for unexpected expenses such as early
replacements or items deferred and lumped into future years with other significant expenses.
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10.0 WHEN SHOULD YOU UPDATE THIS REPORT?
The annual contributions made to the reserve fund are a means to compensate for the difference between the
ongoing deterioration of a property and its finances. Since elements deteriorate at varying rates and the
finances are typically changing on an annual basis, the need to maintain balance between the two is an ongoing
process. In order to maintain this balance, it is appropriate to have the reserve study updated periodically.
When considering an update to a study, the following questions should be considered:
•

Has there been a significant departure (i.e. 2% to 3%) from the assumed rates for interest, inflation,
and construction costs used in your current study?

•

In your existing study, has the HOA deleted, added or replaced any major elements that are not
included in your study?
ü If you have deleted a feature, for example, an old never-used basketball court, your annual
contribution to reserves can be reduced by the amounts attributable to it.
ü If the HOA membership has agreed to add a new feature, for example, extra tennis courts, a
children’s modular playset, or new pickleball courts, etc., and wishes to fund the cost through
reserve contributions, the future cost of the element can be added to the reserve schedule. This
will allow the HOA to accrue the funds for the feature to be built in a future year. Such funds
must be segregated in a designated account to prevent it from being used for other purposes.

•

Have any elements sustained premature deterioration or damage due to unseasonable weather,
lack of maintenance or a catastrophic event since the previous study?

•

Have any repairs or replacements been accelerated or deferred from the estimated schedule
previously generated?

If the answer is “yes” to one or more of the above questions, then an update to the reserve study should be
strongly considered.
Generally, a property that is relatively new in age and is not undergoing any major repairs or replacements
should have the reserve study updated approximately every 4-5 years to maintain the validity of the estimates.
However, if the property is older and is experiencing major repairs or replacements, then the study should be
updated on an annual basis.
An update to this reserve study can typically be performed for a percentage of the original cost of the study.
The re-evaluation can include a new field observation walk of the property, or simply an update to the tables.
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