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RESERVE FUND PROJECTIONS



INTRODUCTION

Saddichrook Homeowners Assocatien
Capital Reserve Fund Study
Exccutive Summary

The following is a projected reserve fund analysis for non-annual items as
discussed in the rcport. This projection takes into consideration a
reasonable retum on invested moneys and inflation. Please review this
thoroughly and let us know of any changes that may be desired.

The intent of this reserve fund projection is to help the association develop
a reserve fund to provide for anticipated repair or replacements of various
system components during the next twenty vears.

The capital items listed are those that are typically the responsibility of the
Association and arc derived from a list developed by Criterium-Dotson
Engineers. A copy of this list is provided in this Appendix. However,
association by-laws vary and, therefore, which components are the
responsibility of the individual owners and which are the responsibility of
the association can vary. The association should confirm that the items
listed should be financed by the association reserve fund.

This projection provides the following:

. An input sheet that defines all the criteria used for
the financial alternatives, including the assumed inflation rate
and rate of retumn on deposited reserve funds.

. A table that lists anticipated replacement and’or
repair items complete with estimated remaining life
expectancies, projected costs of replacement and’or repair. a
frequency in years of when these items require replacement
and/or repair, and a projection based on this frequency.

. A table and graph that represent end of year balances
versus capital expenditures based on your current funding
program and reserve balances, and alternatives to vour current
program. The provided graphs illustrate what effects the
funding methods will have over the presented twenty-year
period versus the anticipated capital expenditures. Care
should be taken in analyzing the graphs due to varving
graphic scales that occur within each graph and between
graphs.

. Based on our developed list of capitol items and
taking inflation into account, the corrent funding is noi
adequate to meet the long-term needs of the community.

. The association should bear in mind that
unanticipated expendineres can always arise and maintenance
of a significant reserve fund balance can be viewed as a way
to avoid special assessments.

Our objective is to maintain positive funding levels over 20 vears without
building up huge reserves. At the end of 20 years, we look to maintain a
balance at least equal to the average annual reserve requirement unless we
are anticipating additional major expenditures following quickly after 20
vears. To achieve this goal we have projected anticipated
maintenance/replacement costs, interest eamed on investments, an assumed
inflation factor and the current fund balance to determine that the required
level of funding for capital needs. Please remember this does not include
any allowance for routine maintenance and operations costs. Only capital
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costs are included.

. EXISTING FUNDING LEVEL;

We have assessed current Reserve as the amount of the surplus in
the operating funds when all expenses/costs were paid in a given
year. Assuming that operating costs offset all revenues collected
during the twenty-year planning period, the Associations current
Capital Fund Balance would be exhausted in 2017. This funding
level is not adeguate to meet the long-term Association noeds.

. ALTERNATIVE # 1:

Alternative 1 proposes an increase in reserve fund contribution
every three (3) years as well as a Special Assessment at year 15 to
meet the capitol reserve needs over the duration. This alternative
creates an adequate fund balance at the end of the period and

represents a good, conservative approach.
. ALTERNATIVE #2:

Alternative 2 proposes a small annual escalation in dues for
capitol reserves over the duration and also requires a Special
Assessment at year |5, This alternative creates an adequate fund
balance at the end of the period and also represents a solid

approach.
- ALTERNATIVE # 3:

Alternative 3 looks at maintaining level funding over the duration
of the funding period at the current planned contribution level.
This altemnative requires two special assessments over the funding
period, at vears 10 and 16, but holds annual dues for capitol
reserve 0 @ mimimum. While we do not recommend this
Alternative, it gives you a picture of what will be required if
annual contribution levels are not increased over Lime.

Please note that the reserve fund study does not include typical annual
maintenance items. Our assumption is that you already have an annual
operating budget that provides for these typical, repetitive items. This
mcludes miscellaneous repairs. lawn and grounds maintenance, routine
minor painting, etc. We have focused on those significanl, non-annual
items where carcful financial planning is important.

Finally, please note that the estimates we have developed are based on
2005 dollars. Our reserve fund study does adjust for an estimated annual
inflation and a given return on investment assuming that the indicated fund

CRITERIUM-DOTSON ENGINEERS

Saddlebrook Homeowners Association Criterium-Dotson Enginecrs Appendix A
Capital Rezerve Fund Stody Oxclober 2005
Executive Summary
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CRITERIUM 4°

FHEINFERS
General Information:
| o= Saddlebrook Homeowner's Association
I Adeess
Richardson, TX
Mumber of Units 54
Age of Building (in years) &
Smudy Period (in vesrs) 20
Partial Fiscal Year siaris: June 10, 2005
Normal Fiscal Year starts: Jammary 1, 2006
Site Inspection Date Jume 10, 20405
Reserve Funds at start $11.202
Rate of Return on investsd Reserve Funds (%) 1.0%
Inflation Rate (%) 3.0%
10 Current Funding Levels
Existing Funding Levels
TotalMonty Totel Aoesemdl  PorUntMooth  Per Une Ve
Annual Carrent Reserve Fond Contribution.——— S1MK 12,0040 $11.90 $142 86
Yiears Ot Total Amsusl Fer Unit
Planned Special Assessment—— . ! S0 50
Balance Compated. .. (5119,203)
11 Alternative Reserve Fund Contribution
Altermative 1 Level Funding with Sieps
Totalfloerk  Total Arwel Por UcitMdonth  Per UnitVear
Manthly Amount, (First Year) S 1.0 $12.000 $11.90 $142.85
Monthly Amount, (Last Year) 52200 526400 $2619 331429
Balance Required Final Year. S1E 998
Special Assessments: Years Out Tota Yeur Per Uit
First Assesament e S0 h*i
S L L 1% Jan 2021 S0 0m) 476
Balance Computed $66.761
Alernative?  Escalsting Fonding at 4.25% per Year
TotadMomth  Total Anoeal P lntMdocth P lotYew
Monthly Amount, (First Year) 1,001 £12,000 $11.590 14286
Monthly Amount, (Last Year) $3027 263 s3603  $43239
Balance Required Final Year. 518998
Base Fscalation %% 4I3%%
Special Assessments: Years Out Toted Yexr P Lne
First Asse et e T S <0
Second ASSESEENL e 5 Jan 20321 30K S429
Balance Computed. oo o S8E 400
Alternative 3 Escalating Funding with Special Asscssments
_ Todalhlorsh  Toal Anesd Por UnitMorch Py UnetYear
Menthly Amcunt, (First Year). £1.00H0 512,000 $11.590 £142.86
Monthly Amount. (Last Year) $1,000 $12,000 $11.90  S14186
Balance Hequired Final Year. 518998
Base Facalathon % e e
Special Assessments: Years Out Total Year Per Uit
First Assessment 1 Jan 2016 £15 IKW) 55315
Second Assewsmente e I Jan 2022 S0l <1.190
Balance Computed oo 330215
Criterium Engineers Page 1 of 15
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Summary of Reserve Balances c criterium Engineers 2004 CRIT |. I\%E

ENGINEER
Year Yearly

Year Number Expenditures  Alt. 1 Al 2 Alt. 3

2006 1 $5.920 517628 517,628 517,628
2007 2 $6.180 £23917 £24,437 §23917
2008 3 $4,031 $32,523 $34.116 $32,523
2009 4 $4.371 $43.403 $44.208 $40,955
2010 5 52251 $56.663 $57.253 §51,718
2011 6 $26,866 $45.081 $46,139 $37,589
2012 7 §2388 360,683 560,489 $48,145
2013 8 $10.878 $67.936 $67.220 $50,252
2014 9 $2,534 $83,847 $83.386 560,913
2015 10 $17.158 $87,607 $85.873 $102.770
2016 11 $3.629  S105,242 $103,171 S113.364
2017 12 $123.197 $1,270 (5130) $2.211
2018 13 52,852 520,419 $18.318 §$11,587
2019 14 $6,462 $36.268 $34.682 817468
2020 15 $12.812 $85,958 £82914 816,989
2021 16 $23.642 $88.042 $85.717  S105454
2022 17 110404 $1.671 §1.532 $7.191
2023 13 $3,306 $22 813 526,572 $16.203
2024 19 $3,405 $46,724 356,057 $25,294
2025 20 $7.672 $66,761 386,400 $30.215

Summary of Reserve Balances
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