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Preface 
 
What is A Reserve Study? 
 
A reserve study is a detailed report that assists common interest developments (CID) in 
planning for long-term common area repair and replacement expenses. A CID exists 
when there is individual ownership of a house or condominium along with the shared 
ownership or right of use to common areas. These common areas can include streets, 
roofs, recreational facilities and many other items.  A reserve study includes two parts:  
1) The Physical Analysis contains information about the condition and 
repair/replacement cost of the components that the CID maintains.  The physical analysis 
should include a component inventory and quantity, estimated useful and remaining life, 
and estimated replacement cost.  2) The Financial Analysis evaluates the CID’s reserve 
fund balance and income.  The financial analysis calculates a CID’s percent funded by 
comparing the actual reserve balance to a fully funded balance.  The reserve study then 
estimates the total annual contribution necessary to defray the future costs.  
 
Why Should a Reserve Study be performed? 
 
Certain states, such as California, require that reserve studies be completed and that the 
board of directors inform owners of the reserve status annually.  In addition, the board of 
directors of a CID has a legal and fiduciary duty to maintain the community in a good 
state of repair.  Property Values are directly affected by the level of maintenance and 
upkeep of the common area components.  Reserve studies create a maintenance plan, 
which keeps a development in good condition, therefore increasing property appreciation 
and value.   The amount of funds in the reserve account also greatly affects property 
values.  Reserve studies inform CID’s how much they should have in their reserve 
account, which eliminates costly special assessments.  Over time each member of a CID 
should contribute their fair share to the reserve account so when expenses arise the 
required funds are available.   Reserve Studies can also help avoid litigation against CID 
board members.   
 
Sections of this Reserve Study 
 
Executive Summary - Provides the general information about the CID and summarizes 
the findings of the study.  Percent Funded and Recommended Reserve Contribution are 
included in the summary.    
 
Component Summary – List all components and their details in tabular form. 
 
30 Year Funding Plans – Lists theoretical fully funded balance for the next 30 years.  
Also lists theoretical annual contribution, projected year-end balance, and percent funded 
for the current, recommended, and threshold funding plans.  (Inflation and annual dues 
increase are taken into account) 
 



Annual Expenses – Lists projected annual expenses for each component over the next 30 
years in tabular form.  (Inflation is taken into account) 
 
30 Year Reserve Projection Graph – Displays the reserve account balance for the 
current, fully funded, threshold, and recommended funding plans over the next 30 years.  
(Inflation and annual dues increase are taken into account) 
 
Projected Annual Expenses Graph – Displays projected annual expenses over the next 
30 years in a bar graph. (Inflation is taken into account) 
 
Category Cost % Chart – Provides the percentage of total annual depreciation for each 
reserve category in a pie graph. 
 
Component Details – Provides detailed information on each component.  Also includes 
pictures of selected components. 
 
Where do Component Repair/Replacement Cost Estimates Come From? 
 
The most accurate cost source is actual bids from contractors or to look at contracts from 
when the repair/replacement was last performed.  In most cases bids or contracts are not 
available so unit costs for similar work done in the same local area are used.  In addition, 
it is helpful to talk to local vendors who have knowledge of the work and can help with a 
cost estimate.  A third source is to use construction cost estimators such as RS Means.  
Many times the entire quantity of a component will not need to be replaced or repaired all 
at once.  An example of this is concrete sidewalks.  All sidewalks should never have to be 
replaced, but some sections may experience cracking.   In this case an allowance can be 
created for their partial replacement.  
 
The cost source number for each component is provided in the component summary and 
details.  An explanation of each follows: 
 

1. Local Historical Cost – Cost based on bids for similar work done in same 
area. 

2. McCaffery Estimate – Estimate or Allowance made by McCaffery Staff 
Member. 

3. Board/Manager Direction – Cost estimate provided by board member or 
property manager. 

4. Bid/Contract – Bid came from actual bid or contract. 
5. Cost Manual – Cost came from estimating manual. 
6. Previous Study – Cost came from previous reserve study. 

 
 
 
 
 
 



What Procedures were used for calculation and establishment of reserves? 
 
In this study the fully funded reserve balance for a component at a given time was 
computed using the component method. Using the component method the fully funded 
reserve balance equals the current cost of replacement or repair multiplied by the number 
of years the component has been in service divided by the useful life of the component. 
 
For example if the cost of a boiler is $10,000, the useful life is 10 years and the remaining 
life is 3 years.  The recommended reserve balance would be: 
 
$10,000 x ((10-3)/10) = $7,000. 
 
Glossary of Terms: 
 
Contingency – An allowance for miscellaneous components or unpredictable expenses. 
(5% of total current cost unless directed otherwise) 
 
Current Budgeted Reserve Assessment – Amount currently being deposited into 
reserve account.  Provided by Property Manager or Board Member. 
 
Depreciation This Year – Amount that should be saved for component during current 
year.  Provided for each component and summed for all components.  If the association is 
100% funded this is the amount they should contribute to the reserve fund annually. 
=(Total Current Cost / Normal Useful Life) 
 
Fully Funded Balance – The total depreciation over the life of the component.  In other 
words, the amount that should have been saved during the life of the component.  
Provided for each component and summed for all components =((Normal Life – 
Remaining Life) * Depreciation This Year) 
 
Normal Useful Life – Typical useable life for a component. 
 
Percent Funded – The percentage of the fully funded balance that the CID has in reserve 
fund.  (Projected Balance/ Fully Funded Balance) 
 
Projected Balance – Projected balance at fiscal year end with current funding plan.  
Calculated using current reserve balance, remaining contributions to reserves before year-
end, and planned expenses before year-end. 
 
Recommended Reserve Contribution – Recommended amount that the CID should 
allocate into reserves. 
 
Remaining Life – Expected remaining useable life of component. (0 year remaining life 
means the component will be serviced in the upcoming fiscal year)  
  
Replacement Year – Year that component is projected to be replaced or repaired. 



 
Total Cost – Total cost to replace entire quantity of component in todays dollars.  
=(Quantity x Unit Cost) 
 
Total Future Cost - Current cost adjusted to future cost taking into account inflation and 
replacement year. =(Current Cost * (1+ inflation rate)^(Replacement Year-Present Year)) 
 
Threshold Reserve Contribution – Reserve contribution that should be allocated into 
reserves to keep reserve balance above a minimum amount during the next 30 years.  
(Minimum amount is 5% of total replacement cost unless otherwise noted) 
 
Under Funded – Amount association is short of fully funded balance; also know as a 
deficit.  =(Fully Funded Balance – Projected Balance) 
 
Unit Cost – Cost per Unit. 
 
Unit of Measure – Unit used to measure component.  (Explanations shown below) 

SF – Square Feet 
SY – Square Yard 
LF – Linear Feet 
Each – Per Single Unit 
Lump Sum  - Total cost for component 
Allowance – Allowance for component repair or replacement 
Contract – Cost obtained from actual contract or bid 

 
Useful Life – Time in years component is expected to last. 
 
Preparer Qualifications 

Brian McCaffery, President of McCaffery Reserve Consulting earned his Bachelor of 
Science Degree in Architectural Engineering from the University of Colorado in Boulder.  
His degree program included coursework in Building Exterior, Lighting, Electrical 
Systems, Heating Ventilating and Air Conditioning, Concrete and Steel Design, Civil 
Engineering, Structural Engineering, and Estimating.  He has worked in the Building 
Construction/Architectural Engineering industry for 10 years and has been performing 
reserve studies for the past 6 years.  During his professional career, Brian has worked for 
multiple companies that perform reserve studies.   He has performed over 1,500 reserve 
studies throughout the state of California and the United States.  Brian is a certified 
Reserve Specialist, designated by the Community Associations Institute (CAI). The 
Reserve Specialist designation is awarded to experienced, qualified reserve specialists, 
who through years of specialized experience, can help ensure that your community 
association prepares its reserve budget as accurately as possible.  Brian also has a permit 
to perform reserve studies in the state of Nevada. 

 
If you have any questions feel free to contact us at 858-764-1895. 



Executive Summary
Sample HOA

This is Homeowners Association with 112 Condominium Units. There are 15 three story buildings

The ammenities include: pool, clubhouse, streets and tot-lot.

A Full On-site inspection was performend by on January 20th, 2011

Number of Units 112 Before Tax Interest Rate 2.5%
Year Built 2006 Annual Inflation Rate 3.0%
Fiscal Year End December 31, 2011 Annual Dues Increase 3.0%

Reserve Fund Balance December 31, 2011
Fully Funded Reserve Balance 310,533$           
Projected Balance 205,460$           
Under Funded (Deficiency in Reserve Funding) 105,073$           
Deficiency in Reserve Funding Per Unit 938.15$             
Percent Funded 66.2%

Annually Monthly Per Unit Monthly
2011 Budgeted Reserve Assessment 48,000$     4,000$        35.71$               
Depreciation of Components in 2011 67,571$     5,631$        50.28$               
Threshold Reserve Contribution for 2012 60,000$     5,000$        44.64$               
Recommended Reserve Contribution for 2012 73,800$    6,150$       54.91$              
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Component Summary
Sample HOA

Category Approx. Unit of Useful Remaining Unit  Total Depreciation Fully Funded Depre. Monthly Cost
Component Quantity Measure Life Life Cost Cost This Year Balance % Contribution Source

Roofing
Fiberglass Shingles 96000 SF 25 20 3.50$             336,000$       13,440$              67,200$             19.89% 1,223.25$     1
Gutters & Downspouts 8200 LF 30 25 6.50$             53,300$         1,777$                 8,883$               2.63% 161.70$        1

389,300$       15,217$              76,083$             22.52% 1,384.95$     
Asphalt

Slurry Seal & Repair 88000 SF 4 3 0.17$             14,960$         3,740$                 3,740$               5.53% 340.40$        3
Overlay & Replace 88000 SF 24 19 1.40$             123,200$       5,133$                 25,667$             7.60% 467.21$        1

138,160$       8,873$                 29,407$             13.13% 807.61$        
Clubhouse

Furniture 1 Allowance 10 5 8,000$           8,000$           800$                    4,000$               1.18% 72.81$          1
Audio Video Equipment 1 Allowance 6 3 1,500$           1,500$           250$                    750$                  0.37% 22.75$          3
Carpet 95 SY 12 7 25.00$           2,375$           198$                    990$                  0.29% 18.01$          1
Restroom Refurbish 2 Allowance 25 20 2,500$           5,000$           200$                    1,000$               0.30% 18.20$          3
Kitchen Remodel 1 Allowance 25 20 10,000$         10,000$         400$                    2,000$               0.59% 36.41$          1

26,875$         1,848$                 8,740$               2.73% 168.19$        
Fitness Center

Elliptical Trainers 6 Each 8 3 2,800$           16,800$         2,100$                 10,500$             3.11% 191.13$        1
Station Machine 2 Each 12 7 3,600$           7,200$           600$                    3,000$               0.89% 54.61$          1
Treadmills 3 Each 8 6 3,200$           9,600$           1,200$                 2,400$               1.78% 109.22$        3
Stationary Bikes 4 Each 8 3 2,200$           8,800$           1,100$                 5,500$               1.63% 100.12$        1

42,400$         5,000$                 21,400$             7.40% 455.08$        
Pool & Spa Area

Pool Equipment 1 System 10 5 6,000$           6,000$           600$                    3,000$               0.89% 54.61$          1
Pool Replaster 2100 SF 12 7 5.25$             11,025$         919$                    4,594$               1.36% 83.62$          1
Spa Equipment 1 System 10 5 4,200$           4,200$           420$                    2,100$               0.62% 38.23$          1
Spa Replaster 1 Each 8 3 3,000$           3,000$           375$                    1,875$               0.55% 34.13$          1
Tile & Coping Stones 220 LF 30 25 18.00$           3,960$           132$                    660$                  0.20% 12.01$          1
Pool Furniture 75 Each 12 7 145$              10,875$         906$                    4,531$               1.34% 82.48$          1

39,060$         3,352$                 16,760$             4.96% 305.08$        
Painting

Stucco 148000 SF 10 5 0.85$             125,800$       12,580$              62,900$             18.62% 1,144.98$     1
Wood Trim 18000 SF 5 1 1.00$             18,000$         3,600$                 14,400$             5.33% 327.66$        1
Metal Fencing 2800 LF 5 1 6.00$             16,800$         3,360$                 13,440$             4.97% 305.81$        1

160,600$       19,540$              90,740$             28.92% 1,778.44$     
Privacy & Security

Sentex Entry System 2 Each 15 10 3,600$           7,200$           480$                    2,400$               0.71% 43.69$          1
Metal Fencing 2800 LF 30 25 36.00$           100,800$       3,360$                 16,800$             4.97% 305.81$        1
Entry Gates 4 Each 30 25 3,400$           13,600$         453$                    2,267$               0.67% 41.26$          1
Gate Operators 4 Each 15 10 2,600$           10,400$         693$                    3,467$               1.03% 63.10$          1

132,000$       4,987$                 24,933$             7.38% 453.86$        
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Painting Stucco

Approximate Component Quantity - 148000 Estimated Current Unit Cost 0.85$                 
Unit of Measure - SF Estimated Total Current Cost 125,800$           
Normal Useful Life (Years) - 10 Estimated Total Future Cost 145,837$           
Estimated Remaining Useful Life (Years) - 5 Fully Funded Balance 62,900$             
Estimated Replacement Year - 2017 Depreciation This Year 12,580$             
Cost Source - 1 Monthly Contribution 1,145$               
Depreciation Percent - 18.62%

 

34

Painting Wood Trim

Approximate Component Quantity - 18000 Estimated Current Unit Cost 1.00$                 
Unit of Measure - SF Estimated Total Current Cost 18,000$             
Normal Useful Life (Years) - 5 Estimated Total Future Cost 18,540$             
Estimated Remaining Useful Life (Years) - 1 Fully Funded Balance 14,400$             
Estimated Replacement Year - 2013 Depreciation This Year 3,600$               
Cost Source - 1 Monthly Contribution 328$                  
Depreciation Percent - 5.33%

 

Painting Metal Fencing

Approximate Component Quantity - 2800 Estimated Current Unit Cost 6.00$                 
Unit of Measure - LF Estimated Total Current Cost 16,800$             
Normal Useful Life (Years) - 5 Estimated Total Future Cost 17,304$             
Estimated Remaining Useful Life (Years) - 1 Fully Funded Balance 13,440$             
Estimated Replacement Year - 2013 Depreciation This Year 3,360$               
Cost Source - 1 Monthly Contribution 306$                  
Depreciation Percent - 4.97%
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Privacy & Security Sentex Entry System

Approximate Component Quantity - 2 Estimated Current Unit Cost 3,600.00$          
Unit of Measure - Each Estimated Total Current Cost 7,200$               
Normal Useful Life (Years) - 15 Estimated Total Future Cost 9,676$               
Estimated Remaining Useful Life (Years) - 10 Fully Funded Balance 2,400$               
Estimated Replacement Year - 2022 Depreciation This Year 480$                  
Cost Source - 1 Monthly Contribution 44$                    
Depreciation Percent - 0.71%

 

31

Privacy & Security Metal Fencing

Approximate Component Quantity - 2800 Estimated Current Unit Cost 36.00$               
Unit of Measure - LF Estimated Total Current Cost 100,800$           
Normal Useful Life (Years) - 30 Estimated Total Future Cost 211,053$           
Estimated Remaining Useful Life (Years) - 25 Fully Funded Balance 16,800$             
Estimated Replacement Year - 2037 Depreciation This Year 3,360$               
Cost Source - 1 Monthly Contribution 306$                  
Depreciation Percent - 4.97%
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Privacy & Security Entry Gates

Approximate Component Quantity - 4 Estimated Current Unit Cost 3,400.00$          
Unit of Measure - Each Estimated Total Current Cost 13,600$             
Normal Useful Life (Years) - 30 Estimated Total Future Cost 28,475$             
Estimated Remaining Useful Life (Years) - 25 Fully Funded Balance 2,267$               
Estimated Replacement Year - 2037 Depreciation This Year 453$                  
Cost Source - 1 Monthly Contribution 41$                    
Depreciation Percent - 0.67%

 

Privacy & Security Gate Operators

Approximate Component Quantity - 4 Estimated Current Unit Cost 2,600.00$          
Unit of Measure - Each Estimated Total Current Cost 10,400$             
Normal Useful Life (Years) - 15 Estimated Total Future Cost 13,977$             
Estimated Remaining Useful Life (Years) - 10 Fully Funded Balance 3,467$               
Estimated Replacement Year - 2022 Depreciation This Year 693$                  
Cost Source - 1 Monthly Contribution 63$                    
Depreciation Percent - 1.03%

 

Irrigation Controllers 12 Station

Approximate Component Quantity - 8 Estimated Current Unit Cost 1,200.00$          
Unit of Measure - Each Estimated Total Current Cost 9,600$               
Normal Useful Life (Years) - 12 Estimated Total Future Cost 11,807$             
Estimated Remaining Useful Life (Years) - 7 Fully Funded Balance 4,000$               
Estimated Replacement Year - 2019 Depreciation This Year 800$                  
Cost Source - 1 Monthly Contribution 73$                    
Depreciation Percent - 1.18%
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Irrigation Backflow Valves 2"

Approximate Component Quantity - 8 Estimated Current Unit Cost 1,500.00$          
Unit of Measure - Each Estimated Total Current Cost 12,000$             
Normal Useful Life (Years) - 20 Estimated Total Future Cost 18,696$             
Estimated Remaining Useful Life (Years) - 15 Fully Funded Balance 3,000$               
Estimated Replacement Year - 2027 Depreciation This Year 600$                  
Cost Source - 1 Monthly Contribution 55$                    
Depreciation Percent - 0.89%
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Lighting Wall Mount Lanterns

Approximate Component Quantity - 245 Estimated Current Unit Cost 75.00$               
Unit of Measure - Each Estimated Total Current Cost 18,375$             
Normal Useful Life (Years) - 25 Estimated Total Future Cost 33,187$             
Estimated Remaining Useful Life (Years) - 20 Fully Funded Balance 3,675$               
Estimated Replacement Year - 2032 Depreciation This Year 735$                  
Cost Source - 1 Monthly Contribution 67$                    
Depreciation Percent - 1.09%

 

Lighting Street Light Fixtures

Approximate Component Quantity - 45 Estimated Current Unit Cost 1,200.00$          
Unit of Measure - Each Estimated Total Current Cost 54,000$             
Normal Useful Life (Years) - 25 Estimated Total Future Cost 97,530$             
Estimated Remaining Useful Life (Years) - 20 Fully Funded Balance 10,800$             
Estimated Replacement Year - 2032 Depreciation This Year 2,160$               
Cost Source - 1 Monthly Contribution 197$                  
Depreciation Percent - 3.20%
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Miscellaneous Mailboxes

Approximate Component Quantity - 116 Estimated Current Unit Cost 65.00$               
Unit of Measure - Each Estimated Total Current Cost 7,540$               
Normal Useful Life (Years) - 25 Estimated Total Future Cost 13,618$             
Estimated Remaining Useful Life (Years) - 20 Fully Funded Balance 1,508$               
Estimated Replacement Year - 2032 Depreciation This Year 302$                  
Cost Source - 1 Monthly Contribution 27$                    
Depreciation Percent - 0.45%

Miscellaneous Tot-Lot

Approximate Component Quantity - 1 Estimated Current Unit Cost 15,000.00$        
Unit of Measure - Allowance Estimated Total Current Cost 15,000$             
Normal Useful Life (Years) - 30 Estimated Total Future Cost 31,407$             
Estimated Remaining Useful Life (Years) - 25 Fully Funded Balance 2,500$               
Estimated Replacement Year - 2037 Depreciation This Year 500$                  
Cost Source - 1 Monthly Contribution 46$                    
Depreciation Percent - 0.74%
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Miscellaneous Community Map Monuments

Approximate Component Quantity - 4 Estimated Current Unit Cost 2,200.00$          
Unit of Measure - Each Estimated Total Current Cost 8,800$               
Normal Useful Life (Years) - 20 Estimated Total Future Cost 13,710$             
Estimated Remaining Useful Life (Years) - 15 Fully Funded Balance 2,200$               
Estimated Replacement Year - 2027 Depreciation This Year 440$                  
Cost Source - 1 Monthly Contribution 40$                    
Depreciation Percent - 0.65%
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