
RESERVE STUDIES 

WHO, WHAT, WHEN, & WHY YOU NEED ONE 



Introduction to ….. CBS 

• Single-source consulting firm specializing in  

– Reserve Study Analysis 

– HOA Start-Up Budgets 

– Bureau of Real Estate Processing 

 

• Over 130 years of combined experience 



OUR TEAM 



A tool used to inventory, assess, and project the financial 
needs of an association 
 

• A reserve study is broken into two main parts: 

– Component inventory: a physical inspection and inventory of the 
common area improvements 

– Funding Plan and Financial Analysis:  A projection of the association’s 
current funding levels and investments compared to the maintenance 
and replacement costs of the common area amenities, expressed as a 
percent funded 

 

 

WHAT is a Reserve Study? 



WHAT is a Reserve Study?  
 

Component Inventory 
– An inspection and evaluation of the major components the HOA has to maintain. 

– Only covers items with a meaningful cost and a remaining life less than 30 years 

– Example: a swimming pool is made up of over a dozen items each having a different 
cost, maintenance requirements, and useful life expectancy.  



What are the steps in doing 

a Reserve Study? 
• Step 1: Site Inspection 

• Component inventory 

• Condition evaluation 

• Photo log  

• Age Adjustment (Useful life vs. remaining life) 



What are the steps in doing 

a Reserve Study? 
• Step 2: Financial Analysis 

• Analysis of the HOA’s financial records 

• Bank statements / account balances 

• Planned replacements 

• Delinquency report 

• Inflation and interest rates 

• Info related to any planned or on-going litigation  

 



 Funding Plan 
– The reserve study takes the 

information from the components 
and the financial analysis and creates 
a 30-year projection reflecting future 
reserve income and expenses for the 
association.  

WHAT is a Reserve Study?  



WHAT is a Reserve Study?  



FUNDING MODELS 

 
 
 
 

We offer three different types of funding models 

to show the options available to the HOA: 
• Current Assessment Funding Model (Always included) 

• Component Funding Model (Most Conservative) 

• Threshold Funding Model (Least Conservative) 

All funding models calculate a percent funded 

• Fully Funded Reserves = (Age/Useful Life) x Current Replacement Cost 

• Example: Cluster Mailbox= (15 years old ÷ 30useful life) x $1800 = $900 is 
fully funded.   

 

 



FUNDING MODELS 

• Current Assessment Funding Model:   
-  A 30 year projection of your current funding plan and assessment levels. 
-  The Annual Reserve Funding Disclosure is based off of this model.  
 
• Component Funding Model:   
- Calculates what dues should be to maintain a fully funded (100%) reserve position 
- Will increase reserves before an expense to ensure it never drops below 100% 
 
• Threshold Funded Model (Minimum Funding):  
- The goal of this funding method is to keep the reserve cash balance above a 

predetermined number; usually $10,000 or the limit of insurance deductable. 
- Any change in component life or cost estimates could cause the association to go 

below. 
 Even with this model, Special Assessments can be avoided! 

 
 



How do Reserves fit into  

the overall financial plan? 

The Board must work with their Manager to establish a policy to distinguish 
between the two. 

Reserve Funds are NOT operating funds. 



How do Reserves fit into  

the overall financial plan? 

Since 2009, the law has required that the HOA Board adopt a “reserve funding plan”  
to set aside funds for the long term repair and/or replacement of major common area 
components.  
 
These funds must be kept separate from operating expenses.  
 
Every year, a reserve funding disclosure must be presented to the members. 



This required disclosure is included in our Reserve Studies 
and the Annual Reserve Study Update.  

 

The update does not include a site visit, but does address 
new repairs, financial data, and updated funding percentage.  

Reserve Funding Disclosure 



Annual Funding Disclosure 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

WHO NEEDS A RESERVE STUDY: 

Every Common Interest Development in California as identified by Civil Code  
Section 4100 (Condominiums, Planned Developments, Mixed Use, etc.) 
 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

WHO NEEDS ONE: 

The Association is responsible for repairing,  
replacing or maintaining the common 
areas. 
 
The Board of  Directors has a fiduciary duty to  

manage association funds and property… 

The goal is to manage long-term needs 
 in such a manner that special assessments are avoided. 



Civil Code 5550:  

– At least once every three years, a reserve study needs to be 
prepared.   

– Annually, the board shall review the study, or cause it to be 
reviewed and adjust the analysis of the reserve account 
requirements. 

  

 

WHEN do you need a Reserve Study? 



WHEN do you need a Reserve Study? 

When we work with developer clients, we recommend that a Reserve Study be 
done after the first year of operation, to insure that the project is built as 
planned and that the budget is adequate for operation. 

Civil Code 5570: 
- Annually, an Assessment and Reserve Funding Disclosure 
Summary must be delivered to all members with the annual 
budget. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

WHY DO YOU NEED ONE? 

Maintaining adequate 
reserve funding 

has a positive impact on  
resale values. 

 



Other than being required by law, some Associations 
overlook the need to perform a Reserve Study 
regularly, resulting in the need to levy a Special 
Assessment to address repairs that must be 
performed immediately.   

 

Repair needs may occur sooner than anticipated,  

most commonly from poor maintenance or weather.  

 

WHY do you need a Reserve Study? 



Why hire a professional Reserve Analyst? 

Liability 

Training 

Experience 



Why hire a professional Reserve Analyst? 

 A fresh pair of eyes sees things that passers-by become blind to over time. 



 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 

WHO PREPARES RESERVE STUDIES? 

While the law doesn’t stipulate specifically, it does require 
the inspection to be “Competent and Diligent”. 
 
Some project CC&Rs stipulate the Board 
shall employ a Reserve Study Specialist.  
 
Your HOA is best covered by a Reserve Study prepared 
 by a Certified Reserve Specialist. 
 



What are the RED FLAGS that  

signal potential problems? 

• Special Assessments are required to fund major 
repairs 

• Deferring Maintenance  

• Percent funded continues to drop 



Common Area Calamity  

   STREETS!  



Concrete & Curbing 



Walls & Fences 



Landscaping 



Buildings 

 



THANK YOU! 
 

CABuilderServices.com 

559.473.2690 

 


