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REPORT SUMMARY 
 
As a member of the Association’s Board of Directors, you are responsible for maintaining common areas 
of the Association’s physical property. This report is intended to assist you in the development of the 
Association’s capital budget for current and future reserve fund contributions. The goal of the study is to 
assist you in maintaining the Association’s reserve above an adequate, but not excessive, threshold 
during one or more years of significant expenditures.  
 
We present our findings and recommendations in the following report sections:  
 

• Executive Summary – Provides a snapshot of the Association’s reserve study, highlighting 
significant findings and conclusions.   

 

• Physical Analysis – Includes list of the reserve components, useful life, remaining useful life, and 
a schedule of items excluded from the study.  

 

• Financial Analysis – Includes the percent funded, 30-year reserve expense forecast, and the 
recommended funding plan. 

 

• Photographs – Schedule of photographs of components taken during site visit.  
 

• Methodology – Details the process of developing the Reserve Study, which includes descriptions 
of the methods, materials, and guidelines used in preparation of physical and financial analysis 
of the study.  

 

• Statement of Limitations and Assumptions – Describes the limitations and assumptions made 
when conducting this study and in preparation of this report. 

 

• Professional Experience – Contains the professional experience of the individuals who prepared 
this study.  

 

• Glossary – Contains definitions of terms used in the Reserve Study.  
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Executive Summary 
 
General Information 

 
Association Name: Willow Wood Homeowners Association, Inc. (Willow Wood) 
 
Location:   Dunedin, FL  
 
Project Description: HOA  
 
Type of Study:  Level 1  
 
Site Visit:  March 1, 2024  
 
Number of Units: 106 
 
Project Summary 

 
Funding Strategy Recommended: The Funding Goal of this Reserve Study is to maintain reserve above 
an adequate, not excessive threshold during years of significant expenditures.   
 

 
 
Recommended Reserve Funding: The Association budgeted $37,086 for reserve contributions in 2024. 

We recommend that the Association adopt reserve contributions of $47,740 in 2025. The Association 

will have funded the most significant anticipated expenditures related to asphalt pavement, seal, and 

coat. The Association then can reduce the contributions to $38,825 in 2028 with steady annual increases 

of 3% annually thereafter. The Association will have funded the most significant anticipated 

expenditures related to asphalt pavement, mill and overlay, concrete curbs and irrigation System, 

controls, and timers. The goal of this particular reserve funding plan is to prevent the year end reserve 

balance from falling below $46,017 during threshold funding years. The recommended year 2025 

reserve contribution of $47,740 is equivalent to an average monthly contribution of $37.53 per owner.  
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Respectfully submitted on May 13, 2024 by 
RESERVE STUDY INSTITUTE, LLC 
 

 
 
Michael H. Russ, Jr., Reserve Analyst 
Visual Inspection and Report by: Michael H. Russ, Jr. 
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PHYSICAL ANALYSIS 
 

The Physical Analysis section details the reserve components and provides information about items 

excluded from the reserve study.  Our recommendation is but one scenario and is not intended to 

represent the only means of achieving the association’s goals. We recommend that the Board of 

Directors use the following information as a guide in planning for their future objectives. 

Identification of Reserve Components 
We have segregated classes of property from our review of the information provided by the Association 

and through conversations with Management and the Board. These classes of property:  

• Reserve Components  

• Excluded Components 

• Repairs and Replacements Funded from Operating Budget 

• Property Maintained by Owners  

• Property Maintained by Others 

Reserve Components 
The following table identifies all Reserve Components that meet the criteria to be included in the study 

that we identified.  
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RESERVE COMPONENT INVENTORY 
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Excluded Components 
Excluded Components do not have predictable Remaining Useful Lives within the scope of this study – 

i.e., within 30 years. The Board should budget for infrequent repairs for these items from the Operating 

Fund. We identify the following Excluded Elements as excluded from reserve funding at this time.  

• Pipes, Subsurface Utilities, Lateral – Subsurface pipes and other elements have a useful life that 

is greater than 30 years and is generally unpredictable as to when repairs and replacement will 

be required.  

Repairs and Replacement Funded from Operating Budget 

• General Maintenance to the Common Elements 

• Expenditures less than $10,000 (except for reserve study expense) 

• Landscaping 

• Irrigation Repairs and Maintenance  

• Pool Maintenance  

• Pool Repairs, Partial 

• Pool Furniture, Repairs 

• Pool Furniture, Replacement 

• Cabana Repairs and Maintenance  

• Monument Signs 

• Tennis Court Repairs and Maintenance 

• Concrete Sidewalks  

• Concrete Curbs  

• Other Repairs Normally Funded Through the Operating Budget 

Property Maintained by Owners 

• Homes and Driveways 

Property Maintained by Others 

• None Noted  
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FINANCIAL ANALYSIS 
 

This section of the report is intended to provide the association with the awareness to adequately plan 

for the ongoing major maintenance, repair, and replacement of their common property components. 

Our recommendation is but one scenario and is not intended to represent the only means of achieving 

the association’s goals. We recommend that the Board of Directors use the following information as a 

guide in planning for their future objectives. 

Percent Funded 
Percent Funded measures the strength of the Reserve Fund at the beginning of each fiscal year. Percent 

Funded is the industry measure of how well prepared an association is to meet its current and future 

repair and replacement obligations and how likely the Association is to require a special assessment to 

fund major repairs and replacements. Percent funded ranges from weak to strong as follows: 

• Less than 30% funded is considered weak. 

• Between 30% and 70% funded is considered fair 

• Greater than 70% funded is considered strong. 

• 100% or more is considered ideal. 

 

The Association’s Current Percent Funded Status is 15% funded, which indicates that the Association is 

starting with what is considered a weak level of reserve funds. However, we recommend increased 

budgeted reserve assessments such that the current percentage funded is at least 100%.  
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Reserve Expenditures 
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Reserve Funding Plan 

 

Notes:  
(1) Beginning balance of reserve was provided by management and includes reserve fund balances as of February 26, 2024.  
(2) Inflation rate of 2.53% and interest rate on Investments of 4.48% were used for this study. 
(3) 2024 reserve contribution was budgeted by the Association.  
(4) 2049 is threshold funding year due to significant expenditures. 
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Major Expenditures 
The relative cost of total reserve expenses is summarized in the chart below to give the Board 

perspective on the relative size and importance of key reserve items.  

 

As illustrated above, the Association’s largest future expense is general site elements of which 

$1,738,037 is needed for the repair or replacement of components in this category. The next highest 

priority categories are the pool elements and building elements, respectively. The following are the cost 

of the major components that must be replaced:  
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The Association may be able to mill and overlay the asphalt pavement prior to replacement. Milling and 

overlaying asphalt pavement is significantly less expensive than replacement, with approximately the 

same useful life if the asphalt pavement is maintained properly. 

We recommend the Association carefully plan for these expenses and advise us promptly of any changes 

to the Associations budget plans related to both the timing of these items and cost of these items so 

that we can incorporate the necessary adjustments into future studies for the Associations to assist the 

Board in its capital budget process. We also recommend that the Association obtain third-party quotes 

from qualified vendors or contractors on at least the major components not less than annually and 

update their study if the estimated costs or timing of expenses or timing of these expenditures of any 

changes. The Association should also pay special attention to potential upgrades or alternatives to these 

components in discussions with their vendor or contractor as they have the most significant impact on 

funding.  
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Condition Assessment 
 
The following is a condition assessment of certain reserve components: 

Building Elements 

• Cabana Bathrooms – There are 2 bathrooms at the cabana. Fair condition. 

• Cabana Flooring – There are approximately 700 square feet of concrete skim coat flooring in the 

cabana area. Fair condition with areas of repairs and replacement. 

• Cabana Furniture and Décor – Furniture and decor in the cabana area. Fair condition. 

• Cabana Painting and Waterproofing – There are approximately 650 square feet of painting and 

waterproofing in the cabana area. Fair condition. 

• Cabana Roof, Asphalt Shingle – There are approximately 2 squares of asphalt shingles for the 

cabana roof. Fair condition. 

• Cabana Screen Enclosure – There is approximately 75 linear feet of screen enclosure area. Good 

condition. 

• Cabana Security Cameras and Entry System – Security camera and entry system for the cabana 

area only. Good working conditions. 

General Site Elements  

• Asphalt Pavement, Mill and Overlay – There are approximately 9,100 square yards of asphalt 

roads. Appears to be in fair condition. 

• Asphalt Pavement, Seal and Coat – Seal and coat was applied several years ago to extend the 

useful life of the roads. No condition assessment as this product has ended its useful life. 

• Backflow Preventor – Backflow preventor helps maintain water pressure and keep water from 

flowing back to the supply side. Average condition. 

• Catch Basins – Drainage allowance for new drain locations and repairs of old drainage areas. 

Good to fair condition. 

• Concrete Curbs – Concrete curbs are used to direct water off the roads and into storm drains. 

Good condition. 

• Concrete Sidewalks – Concrete sidewalks and walkways for all common areas. Good condition 

with areas of repair and replacement. 

• Fencing, Wood – There are approximately 1,220 linear feet of wooden property line privacy 

fencing. Good to fair condition. 

• Irrigation System, Controls and Timers – New irrigation controls, timers and lines are being ran 

throughout the community. Good condition. 

• Monument Signs – There are 2 monument signs at each entrance of the community. Fair to 

poor condition. 

• Retaining Walls – Wood retaining walls built around homes backing up to the creek running 

through the property. Fair condition. 
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• Tennis Court Fencing, Chain Link – Tennis court fencing 10' galvanized chain link. Fair condition 

for age. 

• Tennis Court, rebuild – The tennis court is original but is in very good condition for its age. 

• Tennis Court, Resurfacing – Tennis courts recently resurfaced last year. Excellent condition. 

• Drainage Issue, One Time Expense – The drainage issue was added at the direction of the Board 

of Directors. No condition assessment available. 

Pool Elements 

• Pool Decking, Resurfacing and Repairs – Pool decking for around the pool area. Fair condition 

with areas of repairs. 

• Pool Fencing – 340 linear feet of vinyl fencing used to close off the pool and cabana area. 

Average condition. 

• Pool Lining and Resurfacing – Pool lining is used to keep a water-tight seal and improve the look 

of the pool. Very good condition as this was refinished in 2018. 

• Pool Pumps, Electrical and Plumbing System – This is the entire pool pump system including the 

electrical and plumbing system. Good to average condition with maintenance and repairs 

completed as needed. 

Other Elements 

• Reserve Study Update – Reserve study is a snapshot in time that will require annual updates 

because factors and assumptions of the study can result in overfunding or underfunding of 

reserves. These factors include additions or disposals of reserve components, changes in 

inflation rate, changes in interest rate on investment income, and acceleration or deceleration 

of capital projects at the discretion of the Board.   
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PHOTOGRAPHS 

 
ID: 001 
 
Item Description:   
Cabana Roof 
 

 

 

 
ID: 002 
 
Item Description:   
Painting and Waterproofing 
 

 

 

 
ID: 003 
 
Item Description:   
Bathrooms 
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ID: 004 
 
Item Description:   
Furniture and Decor 
 

 

 

 
ID: 005 
 
Item Description:   
Screen Enclosure 
 

 

 

 
ID: 006 
 
Item Description:   
Flooring 
 
 
Note: Areas of repairs noted. 
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ID: 007 
 
Item Description:   
Security Cameras and Entry System 
 

 

 

 
ID: 008 
 
Item Description:   
Asphalt Mill and Overlay 
 

 

 

 
ID: 009 
 
Item Description:   
Asphalt Seal and Coat 
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ID: 010 
 
Item Description:   
Concrete Sidewalk and Walkways 

 

 

 
ID: 011 
 
Item Description:   
Concrete Curbs 
 

 

 

 
ID: 012 
 
Item Description:   
Bulkhead / Retaining Wall 
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ID: 013 
 
Item Description:   
Irrigation System, Controls and Timers 
 
 
Note: This project is in process currently. 

 

 
ID: 014 
 
Item Description:   
Drainage 
 

 

 

 
ID: 015 
 
Item Description:   
Monument Signage 
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ID: 016 
 
Item Description:   
Backflow Preventor 
 

 

 

 
ID: 017 
 
Item Description:   
Property Line Fencing 
 
 

 

 
ID: 018 
 
Item Description:   
Tennis Court Resurfacing 
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ID: 019 
 
Item Description:   
Tennis Court Fencing 
 

 

 

 
ID: 020 
 
Item Description:   
Pool Lining, Resurfacing 
 

 

 

 
ID: 021 
 
Item Description:   
Pool Decking, Resurfacing and Repairs 
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ID: 022 
 
Item Description:   
Pool Fencing 
 

 

 

 
ID: 023 
 
Item Description:   
Pool Pumps, Electrical and Plumbing System 
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METHODOLOGY 
 
This Reserve Study has been prepared to provide guidance to the Board of Directors to adequately 
prepare the Association to meet financial obligations with major maintenance, repair, and replacement 
of common element components. These financial obligations are best met through periodic 
contributions gradually instead of raising large sums of money through alternative means.  
 
The Association can fund repairs and replacements in any combination of the following: 
 

• Increases in the operating budget during years when the shortages occur. 
 

• Loans using borrowed capital for major replacements projects. 
 

• Level monthly reserve assessments annually adjusted upward for inflation to increase reserves 
to fund the expected major future replacements. 

 

• Special assessments 
 
We do not advocate special assessments or loans unless near term circumstances dictate otherwise. 
Although loans provide a gradual method of funding a replacement, the costs are higher than if the 
Association were to accumulate reserves ahead of the actual replacement. Interest earnings on reserves 
also accumulate in this process of saving or reserving for future replacements, thereby defraying the 
amount of gradual reserve collections. We advocate the third method of level monthly reserve 
assessments with relatively minor annual adjustments for the following reasons: 
 

• Ensuring an equitable funding plan such that owners pay their “fair share” of the weathering 
and aging of the commonly owned property each year. 

 

• Level reserve assessments preserve the property. 
 

• Preservation of the market value of owners’ properties 
 

• Compliance with governing documents, statutes, mortgages, and the like 
 

• Reduction (but not elimination) of risk of need for loans or special assessments 
 
A reserve study is composed of two parts: physical analysis and financial analysis. The physical analysis is 
a result of the onsite visit in which a visual observation of the property is conducted to collect data and 
review of data specific to the property’s reserve components, common areas, and limited common 
areas. Through this site visit and the use of source materials, we have quantified and established the 
reserve component inventory and assessed the physical condition of the Association’s reserve 
components. This information from the physical analysis is used to estimate the timing and cost of 
future anticipated expenses.  
 
The financial analysis evaluates the condition of the Association’s reserve fund in relation to its income 
and anticipated expenses. To adequately forecast these expenditures over the 30-year projection 
period, current costs, projected inflation, and interest rates must be established. Recommendations are 
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then provided to establish a reserve fund that addresses anticipated expenses, without having to resort 
to special assessments. 
 
These standards require a Reserve Component to have a “predictable remaining Useful Life.”  stimating 
Remaining Useful Lives and Reserve Expenditures beyond 30 years is often indeterminate. Long-Lived 
Property Elements are necessarily excluded from this analysis. We consider the following factors in our 
analysis.  
 

• The Cash Flow Method to compute, project, and illustrate the 30-year Reserve Funding Plan.  
 

• Local costs of materials, equipment, and labor.  
 

• Current and future costs of replacement for the Reserve Components. 
 

• Costs of demolition as part of the cost of replacement. 
 

• Local economic conditions and a historic perspective arrive at our estimate of long-term future 
inflation for construction costs in Dunedin, Florida at an annual inflation rate of 2.53%. Isolated 
or regional markets of greater construction (development) activity may experience slightly 
greater rates of inflation for both construction materials and labor.  

 

• The past and current maintenance practices of the Association and their effects on remaining 
useful lives.  

 

• The Funding Plan excludes necessary operating budget expenditures. It is our understanding 
that future operating budgets will provide for the ongoing normal maintenance of Reserve 
Components.  

 

Physical Analysis 
The Physical Analysis is the foundation of this Reserve Study, and the methods we used to conduct the 

Physical Analysis are outlined below.  

Identification of Reserve Components 

We identified major classes of property and then identified common elements that are likely to require 

capital repair or replacement for inclusion in the Financial Analysis. We identified reserve components 

from the Association’s Declaration and reviewed information provided to us and from conversations 

with Association’s management and the Board. We identified the following classes of property: 

1) Reserve Components – Reserve components are elements that meet the Component Criteria in 

this section and are included in the Reserve Funding Plan of this study. 

 

2) Excluded Property Components – These elements are the responsibility of the Association but 

are excluded from the study because they may require infrequent repairs and replacements, 

have unpredictable useful lives, or have useful lives that are greater than the scope of this study. 
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The Association budget for the repairs and replacements of these items from the operating 

budget.  

 

3) Operating Budget Funded Repairs and Replacements – Operating budget provides funds for the 

repair and replacement of some items that meet the criteria of a Reserve Component, but the 

Board has indicated will be funded from operations. These items are excluded from the Reserve 

Funding Plan of this study. If the Board elects to fund these items through the reserve budget, 

then we should be notified to include them in a future study. 

 

4) Property Maintained by Owners – Certain items that have been designated as being the 

responsibility of the owners are excluded from the Reserve Funding Plan of this study. 

 

5) Property Maintained by Others – Certain items that are the responsibility of other entities (ex., 

municipalities, and local governments) are excluded from the Reserve Funding Plan of this 

Study. 

The Board should conduct an annual review of these classes of property to confirm its policy concerning 

the manner of funding from reserves or from the operating budget.  

Site Visit 

A site visit is conducted to assess the general condition of the property and its common areas. The 

onsite observation is visual in nature; no invasive or destructive testing is conducted. Sloped roofs, if 

any, are inspected from the ground for the safety or our personnel. Observations are recorded using a 

representative sampling of the Association’s common areas and reserve components. The component 

inventory and associated field measurements are also substantiated as part of the site visit.  

Component Criteria 

The components assessed in this study must meet four criteria to be included:  

1. The components must be the responsibility of the Association for repair and maintenance. 

 

2. Replacement cost above a minimum threshold 

 

3. The component must have a limited and predictable useful life. 

 

4. The useful life of the component must be within the projection period (i.e., not more than 30 

years) 

Damage to components associated with settlement, fire, earthquakes, flooding, extreme weather, other 

natural disasters and events, and misuse is not considered predictable or measurable, and are thus not 

included or allowed for in this study.  
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Determining Useful Life 

The useful life of a reserve component relates to the number of years it is expected to last assuming 

reasonable care and maintenance. The prediction of reserve and building component life can be 

considered no more than an informed estimate based upon information made available at the time of 

preparation of this report. The useful life is estimated based on information from various sources which 

include: 

• Historical data and information provided by the Association. 

• Consultation with management groups and construction industry professionals 

• Manufacturer recommendations and industry guidelines 

• Published service life data.  

• Manufacturers and suppliers’ data 

Determining Remaining Useful Life 

The remaining useful life of a reserve component relates to the number of years it is anticipated to be 

functional or useful. The remaining useful life is estimated based on information from various sources 

which include: 

• Age or years in service 

• Physical condition 

• Frequency and quality of care and maintenance  

• Environmental and weather effects. 

• Design and quality of materials used. 

In addition to deterioration or anticipated failure of components, the remaining useful lives may be 

impacted by obsolesces. The accuracy of the estimate is contingent upon reliable information made 

available at the time of the report’s development. It is important to note that even with the highest 

degree of diligence and experience, outcomes will vary, and no guarantee can be given as to the timing 

or service life of the reserve components. All service life assessments in this report are based on the 

assumption that installation is carried out in accordance with manufacturer’s recommendations and 

installation instructions, together with industry standards of workmanship. Consideration is given to 

visible design and signs of improper installation of components that will have an impact upon the 

anticipated service life of the component. 

Maintenance Assumptions 

The Board has some flexibility in choosing to pay for repairs and replacements from the operating or 

reserve funds. For items the Association has elected to pay from the operating fund as represented by 

the Association’s management, we have excluded these items from this study.  

Financial Analysis 
The Financial Analysis is based on the information gathered during the Physical Analysis and represents 

the long-term capital funding plan the Board can use to determine the level of reserve assessments for 

the Association.  The methods we used to conduct the Financial Analysis are outlined below.  
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Determining Replacement Costs 

Determining the replacement costs of components is accomplished in several ways which include:  

• Consulting with local vendors, manufacturers, and contractors  

• Comparisons can also be made to other associations of similar size and geographic location. 

• Using collaborative efforts by construction industry professionals  

Once the current repair or replacement cost of each asset is estimated, it must be adjusted for future 

costs. Future costs include inflation and account for some market variability and represent the 

anticipated cost of the asset at the end of its useful life when it is scheduled for repair or replacement. 

Inflation Rate  

The effect of inflation on the cost of reserve components is a key factor in the financial projections. We 

have used the 30-year average annual increase in the Consumer Price Index (CPI) as published by the 

U.S. Bureau of Labor Statistics. This rate reflects a realistic appreciation of future costs for reserve 

components and assists the Association in adequately budgeting for increasing cost. 

Interest Rate 

The interest rate used in this report is formulated on a conservative rate of return based on the rate of 

return of three-year U.S. Treasury bill. We offer no guarantee or opinion in relation to investment 

decisions made by the Association, or the rate of return achieved. 

Current Reserve Balance 

The analysis, recommendations, and financial projections made within this report are heavily reliant on 

information provided by the Association and its representatives. The starting reserve fund balance 

(current or projected) and member contribution totals are supplied by these sources. This information 

has not been audited nor have the financial projections or recommendations. 

Percent Funded 

Percent funded is calculated by dividing the Association’s current reserve fund balance by the fully 

funded balance. The percent funded measures how well prepared an Association is to meet its current 

and future repair and replacement obligations. Percent funded highlights the strength of the 

association’s reserve account in relation to the anticipated costs of repair and replacement. 

Recommended Funding Plan 

We recommend a funding plan that maintains reserve above an adequate, though not excess threshold 

during years of significant expenditures. We recommend regular reserve fund contributions and gradual 

increasing reserves over time to fund expenses for future repairs and replacements whenever possible. 

Sometimes we adjust reserve assessments up or down to account for items that include, but are not 

limited to, catching up reserves that are not fully funded or to prepare the Association adequately from 

one or more years of significant expenses.  The reserve funding recommendation is designed to 

distribute the anticipated costs of maintaining common property components equitable to all owners 

over the 30-year projection period to the extent reasonable possible.  
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STATEMENT OF LIMITATIONS AND ASSUMPTIONS 
 

As a guideline for establishing and spending reserves, we assumed that the Reserve Study will be 

regularly updated to account for the Association’s changing physical, financial, technological, and 

regulatory conditions. As such, this report is valid at the date shown and Reserve Study Institute, LLC, 

cannot be held responsible for subsequent changes including, but not limited to, physical, chemical, 

economic, technological, or regulatory conditions over which we have no control.  

This Reserve Study is based on non-invasive visual observation of the Association’s property. No invasive 

or destructive testing, or testing of materials was conducted during the inspections, or at any other time 

during the preparation of this report. Accordingly, we do not opine on, nor are we responsible for, the 

structure integrity of the property including its conformity to specific governmental code requirements, 

such as fire, building and safety, earthquake, and occupancy, or any physical defects that were not 

readily apparent during the inspection. Also, it is assumed that all building and ancillary components 

have been designed and constructed properly and that life cycles will approximate normal industry 

performance standards. Reserve Study Institute, LLC shall not be responsible for accurate determination 

of remaining life expectancies of components that may have been improperly designed and constructed. 

Our opinions of the remaining useful lives of the property elements do not represent a guarantee or 

warranty of performance of the products, materials, and workmanship. 

The cost estimates used represent a preliminary opinion only and are neither a quote nor a warranty of 

actual costs that may be incurred. These estimates are based on typical cost data that may not fully 

characterize the scope of the underlying property conditions. It should be anticipated that actual cost 

outcomes will be impacted by varying physical and economic conditions, maintenance practices, 

changes in technology, and future regulatory actions.  

The projected values and recommendations included in this study are strictly estimated representations 

of true values. The more distant the year, the lower the probability the values are accurate. The model is 

sensitive to initial expenses – especially when inflated over 30 years – thus, depending on the economic 

climate, the recommended reserve assessments may need to be increased or decreased.  

We did not make any soil analysis or geological study with this report; nor were any water, oil, gas, coal, 

or other subsurface mineral and use rights or conditions investigated. Substances such as asbestos, 

urea-formaldehyde, other chemicals, toxic wastes, environmental mold or other potentially hazardous 

materials, if present, adversely affect the validity of this study. Our opinions are predicated on the 

assumption that there are no hazardous materials on or in the property. We assume no responsibility 

for any such condition. We are not qualified to detect such substances, quantify the impact, or develop 

the remedial cost.  

We make no representation or warranty, expressed or implied, with respect to the contents of this 

report or any part thereof and cannot accept any legal responsibility or liability for any inaccuracies, 

errors or omissions contained in this report or any part thereof. Our best professional judgment has 
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been used, however certain facts forming the basis of this report are subject to professional 

interpretation and differing conclusions could be reached. 

We have relied on the Association’s management and the Board of Directors to disclose the pertinent 

financial status of the Association. Assumptions regarding interest earned and inflation have been made 

according to the current financial trends and rates. Component and material quantities were 

determined by observation during the site visit.   

This reserve study should be reviewed carefully as it may not include, nor are our methods designed to 

include, all common and limited common element components that will require major maintenance, 

repair, or replacement in future years, and may not include regular contributions to a reserve account 

for the cost of such maintenance, repair, or replacement. We have relied on the Association’s 

management and/or the Board of Directors to disclose to us any and all reserve components or assets 

that are the responsibility of the Association to maintain during the onsite visit. The failure to include a 

component may, under some circumstances, require the Board to levy a special assessment for owners’ 

shares of common expenses for the cost of major maintenance, repair, or replacement of a reserve 

component.  

We assume, without independent verification, the accuracy of all data provided to us. We performed no 

procedures to detect false, misleading, or incomplete information, or violations of any rules, regulations, 

or laws.  

Additionally, statutory requirements, particularly in the context of reserve studies, are relatively new 

and subject to interpretation. Acknowledging uncertainty, we recommend the Association to consider 

consulting a qualified attorney for specific guidance on compliance with these statutory requirements. 

The responsibility for making decisions regarding statutory interpretations and compliance rests with 

the Association in its specific situation. We recommend the Association stay informed about changing 

regulations and seek legal counsel to navigate any uncertainties. We are not licensed attorneys, and 

nothing in this report should be construed as legal advice.  

Restricted Use of Our Report – This report is intended for use by the Association’s management and the 

Board of Directors and is limited to only the purpose stated herein. Any use or reliance for any other 

purpose, by the Association’s management, the Board of Directors, or third parties, is invalid. The 

Association’s management and Board of Directors, or any other third parties viewing this report, should 

not reference our name or our report, in whole or in part, in any document prepared and/or distributed 

to third parties. This report contains intellectual property developed by Reserve Study Institute, LLC 

specific to this engagement and cannot be reproduced or distributed to those who conduct reserve 

studies without the expressed written consent of Reserve Study Institute, LLC.  

Client Confidentiality – We will maintain the confidentiality of all conversations, documents provided to 

us, and the contents of our reports, subject to legal or administrative processes or proceedings, though 

we reserve the right to include the Association’s name in our client lists. 
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CONFLICTS OF INTEREST 
 

To the best of our knowledge, we are not aware of any conflicts of interest to the best of my knowledge, 

there are currently no conflicts of interest that could impact the services provided to you at the time of 

the preparation of this report. 
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PROFESSIONAL EXPERIENCE 
 
MICHAEL H. RUSS, JR. 
Reserve Analyst 
 
Michael H. Russ, a reserve analyst at the Reserve Study Institute, LLC. He is responsible for preparing 
both the physical analysis and financial analysis of Reserve Studies. Mr. Russ is also responsible for 
inspection and analysis of the condition of clients’ properties and recommending solutions to prolong 
the lives of the components. He also forecasts capital expenditures for the repairs or replacement of the 
property components and prepares technical reports on assignments for condominiums, townhomes, 
homeowners’ associations, other associations, and properties.  
 
Professional Experience 
 
Before joining Reserve Study Institute, LLC, Mr. Russ founded Florida Construction Industries, a 
construction firm based in Jacksonville, Florida. Mr. Russ also served as a financial Advisor for National 
Financial Services where he conducted examined financial projections, conducted cash flow analysis, 
evaluated various investment alternatives considering risk and inflation, also managed employee 
benefits for high-net-worth individuals and corporate clients.  
 
The following highlights some of his professional experience: 
 

• Stone House Kitchens Consultant and Project Manager  
 

• Florida Construction Industries Founder  
 

• Advisor at National Financial Services Group 
 

• Property Manager  
 

• Advisor at National Financial Brokerage 
 

• Former Home Inspector 
 

• Volunteer CFO at Limbitless, Inc., A Non-Profit Organization 
 
Education  
Florida State College, Jacksonville, FL  
 
Professional Affiliations/Designations  
215 Licenses for Annuities, Life Insurance and Health Insurance 
ADA Americans with Disabilities Act Certified  
NEFBA Certified Northeast Florida Builders Association 
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GLOSSARY 
 
Cash Flow Method – A method of calculating Reserve contributions to the reserve fund designed to 
offset the variable annual expenditures from the reserve fund. Different Reserve Funding Plans are 
tested against the anticipated schedule of reserve expenses until the desired funding goal is achieved.  
 
Component – Also referred to as an “Asset.” Individual line items in the Reserve Study developed or 
updated in the physical analysis. Components typically meet four requirements:  ) Association’s 
responsibility, 2) limited useful lives, 3) predictable useful lives, and 4) above a minimum threshold cost.  
 
Component Inventory – The task of selecting and quantifying reserve components, which can be 
accomplished through on-site visual observations, review of Association design and organizational 
documents, a review of established association precedents, and discussion with appropriate Association 
representatives.  
 
Component Method – A method of developing a Reserve Funding Plan with the total contributions 
based on the sum of the contributions for individual components.   
 
Current Cost of Replacement – The amount required today derived from the quantity of a Reserve 
Component and its unit cost to replace or repair a Reserve Component using the most current 
technology and construction materials, duplicating the productive utility of the existing property at 
current local market prices for materials, labor, and manufactured equipment, contractors’ overhead, 
profit, and fees, but without provisions for building permits, overtime, bonuses for labor or premiums 
for material and equipment. We include removal and disposal costs where applicable. 
 
Deficit – An actual or projected reserve balance that is less than the fully funded balance. 
 
Effective Age – The difference between Useful Life (UL) and Remaining Useful Life (RUL) 
 
Financial Analysis – The portion of the Reserve Study where current status of the reserves (measured as 
cash or percent funded) and a recommended reserve contribution rate (reserve funding plan) are 
derived, and the projected reserve income and expenses over time is presented. 
. 
Fully Funded Balances – The Reserve balance that is in direct proportion to the fraction of life “used up” 
of the current Repair or Replacement costs similar to Total Accrued Depreciation. 
 
Funding Goal (Threshold) – The stated purpose of this Reserve Study is to determine the adequate, not 
excessive, minimal threshold reserve balances. 
 
Future Costs of Replacement – Reserve Expenditure derived from the inflated current cost of 
replacement or current cost of replacement as defined above, with consideration given to the effects of 
inflation on local market rates for materials, labor, and equipment.  
 
Long-Lived Property Component – Property component of the Association responsibility not likely to 
require capital repair or replacement during the next 30 years with an unpredictable remaining Useful 
Life beyond the next 30 years.  
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Percent Funded – The ratio, at a particular point in time (typically the beginning of the Fiscal Year), of 
the actual (or projected) Reserve Balance to the Fully Funded Balance, expressed as a percentage.  
 
Physical Analysis – The portion of the Reserve Study where the component evaluation, condition 
assessment, and life and valuation estimate tasks are performed. 
 
Remaining Useful Life (RUL) – The estimated remaining functional or useful time in years of a Reserve 
Component based on its age, condition, and maintenance.  
 
Reserve Balance – Actual or projected funds as of a particular point in time (typically the beginning and 
ending of the fiscal year) that the Association has identified for use to defray the future repair or 
replacement of those major components that the Association is obligated to maintain. Reserve balance 
is also commonly referred to as “reserves,” “reserve accounts”, or “cash reserves.” In this report, the 
reserve balance is based on information provided by management and is not audited.  
 
Reserve Component – Property elements with:  ) the Association’s responsibility;  ) limited Useful Life 
expectancies; 3) predictable Remaining Useful Life expectancies; and 4) a replacement cost above a 
minimum threshold.  
 
Reserve Component Inventory – Line Items in Reserve Expenditures that identify a Reserve Component. 
 
Reserve Contribution – An amount of money set aside or Reserve Assessment contributed to a Reserve 
Fund for future Reserve Expenditures to repair or replace Reserve Components.  
 
Reserve Expenditure – Future Cost of Replacement of a Reserve Component. 
 
Reserve Funding Plan – The portion of Reserve Study identifies the Cash Flow Analysis and contains the 
recommended Reserve Contributions and projected annual expenditures, interest earned, and reserve 
balances. 
 
Reserve Study – A budget planning tool that identifies both the current status of the reserve fund and a 
stable and equitable Funding Plan designed to offset the anticipated future major common area 
expenditures. The Reserve Study consists of two parts: 1) Physical Analysis and 2) Financial Analysis.  
 
Special Assessment – An assessment levied on the members of an Association by the Board of Directors 
in addition to regular assessments.  
 
Surplus – An actual or projected reserve balance that is greater than the fully funded balance.  
 
Useful Life (UL) – The estimated total time, in years, that a Reserve Component is expected to serve its 
intended function in its present application or installation.  
 

 

 


