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December 30, 2011 
 

Ms. Association Manager, CMCA, AMS 
SAMPLE Condo Association 
c/o Professional Management Company 
123 Anystreet 
City, Minnesota ZIP 
 
Dear Ms. Manager: 
 

Enclosed is the completed Updated reserve study RDA REPORT™, Version 002, for the fiscal year beginning January 1, 
2012. This report compares three different primary funding plans, each of which is restricted to 3.25% annual contribution 
increases in order to provide for an equitable distribution of reserve funding expenses among current and future owners:  
Full Funding (Segregated Component Funding, RDA), Baseline Funding (Cash Flow Minimum, CFM) and Cash Flow 
Specific (2012 budgeted funding rate, CFS).    Summarized here, each method is more fully explained beginning on page 
1-5 of this report. 

CURRENT FUNDING (CFS): This analysis simply projects the likely outcome of your current funding rate based solely 
upon the expenditures scheduled in the report, assuming future 3.25% annual contribution increases beginning 
January 1, 2013.  Pages 2-3 and 2-15 provide a summary and 30 year projections.  The projections illustrate the 
inadequacy of the current funding rate ($107.74 per unit, monthly); rendering cash deficits no later than 2013 with a 
peak projected shortfall of $380,523.00 by 2014 ($5,854.20 average per unit).   
FULL FUNDING (RDA Method): The goal of this funding plan is to gradually accumulate, by 2027, reserve savings directly 
proportionate to the total accrued depreciation for all components funded by reserves in this report. Pages 2-1 and 2-13 
provide a summary and 30 year projections.  With a 3.25% annual contribution increase restriction, the 2012 monthly 
contribution to reserves required under this method is $640.00 average per unit per month (though it declines to $146.77 by 
fiscal year 2017). This initial amount is $532.26 average per unit per month above the current rate.  Though 
considered the most conservative of official funding strategies, we find no practical or statutory need to fund to 
this high level. 
BASELINE FUNDING (CFM method): The goal of this funding plan is simply to maintain a positive reserve fund cash 
balance, avoiding deficits, while increasing contributions 3.25% annually.  Pages 2-2 and 2-14 provide a summary and 30 
year projections.  The 2012 monthly contribution to reserves required under this method is $402.42 average per unit per 
month (Beyond 2013, this contribution amount becomes overly aggressive). This plan projects to be sufficient to meet 
the expenditures scheduled in the analysis, fulfilling the mandates of state statute and the association's governing 
documents while providing an equitable distribution of financial burden between current and future owners.  This 
is $294.68 average per unit per month above the current rate. 

The four graphs following page 2-15 illustrate the projected performance of these three plans over a 30 year period. 

Directed Cash Flow Modeling - Example Incremental Underfunding Recovery Scenario: 
In addition to the comparative analysis outlined above we have prepared a Directed Cash Flow modeling spreadsheet 
which you will find at the end of the financial summaries section.  The example funding scenario presented here is not 
limited to 3.25% annual increases.  However, it does provide for reserve underfunding recovery while reducing the larger 
immediate initial contribution otherwise required for conventional Baseline Funding, detailed above. Rather than $402.42 
per unit monthly contributions in 2013, this schedule calls for 113.5% increases in 2013 and 2014: requiring funding of 
$230.03 per unit monthly for fiscal 2013; $491.12 per unit monthly for fiscal 2014; 80% DECREASE to $98.22 in 2015; and 
3.25% annual increases thereafter.   
 
Special Note: 
The client’s current reserve balance and contribution rate are insufficient to meet the $659,033.61 in expenditures which 
are scheduled for 2013 and 2014. Most of these components are already deferred and have exceeded their useful lives. It 
is our recommendation that the client consider obtaining a 10 year loan from a commercial bank of in the amount of at least 
$650,000.00 for 2013. Further, if a loan is desireable, we recommend the client consider adding $80,000.00 for the 
replacement of the old boilers with a new mid or high efficiency system. In either case, the client’s current contribution of 
$107.74 Per Unit Monthly, if increased 3.25% annualy for inflation, would project to be adequate for the ongoing 
maintenance of the components contained in the study, as well as for repayment of the loan. 
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We are providing you an electronic version of the DCF spreadsheet, with interest estimating formulae, which you 
may use to test unlimited alternative funding scenarios, perhaps even including any planned future special 
assessments or loan payment schedules. 

The spreadsheet includes several columns used to document the means of funding each component's expense. It is 
designed as an aid to note the association's funding policy for each component.  Reserve funding policies must fulfill both 
statutory and governing document requirements.  Also, specific disclosures regarding reserves and other funding means 
are required of all common interest communities by Minnesota Statute 515B.4-107.  Detailed funding policies will help the 
association satisfy Annual Report and Resale Disclosure requirements, and manage owner expectations.   

Where any uncertainties exists, we urge the association obtain a legal review and written opinion of the legitimacy 
of the funding policies, as stipulated or permitted under your Declaration and Minnesota statutes.  As these are 
legal questions, we highly recommend use of an experienced real property attorney specializing in association law.  We 
advise you to then prepare a document similar to our newly redesigned sample Funding Matrix to facilitate distribution of 
information required in your annual report and resale deisclosure certificates. 

Should the association adopt a reserve funding plan such as the Full Funding, Baseline or example Directed Cash Flow 
model we have presented, you might consider including a statement in your Resale Disclosure Certificates, such as:  

"The association has commissioned a professional Reserve Study which meets or exceeds the National 
Study Standards of The Community Associations Institute, Alexandria, VA (www.caionline.org), the 
Association of Professional Reserve Analysts (www.apra-usa.com) and the American Institute of Certified 
Public Accountants.  The analysis was performed by a Professional Reserve Analyst from Reserve Data 
Analysis, Inc.   The findings indicate the current reserve funding plan, which includes annual contribution 
increases, is sufficient to meet the association's long term maintenance and replacement obligations as 
detailed in the study.  The reserve study report is available for review upon request from the association."  

 

Your RDA REPORT™ is presented in five parts: 
 

Part 1 User Guide: Includes a Table of Contents and offers an easy-to-understand introduction to reserve 
budgeting and terminology along with a guide to your reserve analysis study. 

 

Part 2 Financial Summaries: Includes a Reserve Component Funding Summary, Funding Plan Summaries & 
Projections, a Distribution of Accumulated Reserves report, a Fund Status Report, color charts, an Annual 
Expenditure Schedule (lists future expenses in future costs) and copies of the Directed Cash Flow funding scenario 
we prepared for your consideration. 

 

Part 3 Detail Reports: Includes detailed information for each component included in your report together with a 
detail report index. 

Part 4 Photos: Includes color photos collected during our on-site inventory or review of the property.  

Part 5 Appendix: Includes various supplementary information: a copy of the Minnesota Common Interest 
Ownership Act, a sample maintenance matrix, a reserve study update worksheet and a Minnesota Resale 
Disclosure Certificate form. 

We hope that you find our report format both informative and useful.  Our services include a meeting with the board to discuss the results 
of the study, and to review the report and the revision process.  Please call to schedule this meeting with your board. 

Our services also include one free revision for the fiscal year 2012 report after your review and consideration of this initial draft (within 
180 days please).  Each of the 93 component detail reports should be reviewed.  These reports are found on pages 2-24 through 2-118.  
An index is found on pages 2-120 & 2-121.  Please also review the report parameters (interest yield, tax rate on earnings) on summary 
pages 2-1 thru 2-3.  Note any desired revisions on these pages and forward them to us.  Please be advised the Directed Cash Flow 
Modeling Spreadsheet is an auxiliary tool prepared and supplied for your use and does not supply sufficient data for purposes 
of revising your RDA Report™.  Please note any revisions on their respective Component Detail Report pages (noted above).  
When your revised report is prepared we will export your adjusted data and prepare a corresponding new spreadsheet for your 
continued use. 

All of us at RDA have enjoyed serving you and providing SAMPLE Condominium Association with the most detailed, comprehensive and 
useful reserve analysis study available. I wish you the greatest success in maintaining and enhancing property values in your community. 

Thank you, 
Jonathan Pettersen, RS 
 

 







































RESERVE COMPONENT FUNDING SUMMARY REPORT 
 

Sample Condos 
Minneapolis, Minnesota 

65 units 
 

Based upon the reserve study prepared for the fiscal year beginning 
January 1, 2012 the Reserve Component Assessment plan  is not 
sufficient to meet the expenditures projected for the next 30 years. 
*Based on 3.25% Annual Reserve Contribution Increases.  

SEE DISCLOSURES BELOW 
 

First Year of Projected Cash Deficit Amount of Shortfall Average Cost Per Unit 
2013 $17,509.00 $269.37

 

Year of Peak Projected Cash Deficit Amount of Shortfall Average Cost Per Unit 
2014 $380,523.00 $5,854.20

Note: Becaus assessments vary by unit, the assessment applicable to a specific unit must accompany this document when included as 
part of a resale disclosure. 
 
BUDGETED FY 2012 RESERVE COMPONENT ASSESSMENT: 

Annual Amount Annual Per Unit (Average) Monthly Per Unit (Average) 
$84,040.00 $1,292.92 $107.74

Note: Because assessments vary by unit, the assessment applicable to a specific unit must accompany this document when included 
as part of a resale disclosure. 
 
RESERVE FUND STATUS CALCULATED AS OF JANUARY 1, 2012: 
A) *Fully Funded Balance (total accrued depreciation) for Reserve Components $1,104,153.55
B)  Reserve Fund Beginning Balance: (funded depreciation liability) $257,701.00
C) Percent (of depreciation) Funded.                                       Line B divided by line A. 23%
D) Total unfunded depreciation liability.                                    Line A minus line B. $846,452.55
E) Average owner's unfunded depreciation liability.            Line D divided by # of units. $13,022.35

*Fully Funded Balance: 
Effective Age of Component ÷ Estimated Useful Life X Current Replacement Cost, summed for all components. 

The following issues, if not disclosed, would cause a distortion of the association's condition: 
*Our analysis indicates that annual reserve contribution increases of 113.5% will be 
required for 2013 and 2014. Essentially, a need exists for Special Assessments or 
Alternative Funding (Such as a Commercial Bank Loan or municipal HIA assistance) to 
meet the expenditures estimated to be required through 2014. See the example DCF 
Underfunding Recovery spreadsheet included with this report.   

 
Jonathan R. Pettersen                   December 30, 2011 
  Reserve Data Analysis, Inc.               Signature                                                             credentials                        Date 

NOTE: The financial representations set forth in this summary are based on information provided by the association (in 
part) and the best estimates of the preparer at the time the summary was prepared. The estimates are subject to change.  
A copy of the full reserve study report is available for review from the association upon request. 
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SAMPLE Condominium Assn Report
002 DCF Underfunding Recovery Example 
Report Date: 12/30/11
Version Basis: 002
Cost Inflation: 3.25%
EXPENDITURE DETAIL Asset Placed in Useful Adjust Remain
Description ID Service Life +/- Life 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041

X Asphalt Drives - Chipcoating 1062  6/2011 5 0 4 $1,212.23 $1,422.45 $1,669.12 $1,958.56 $2,298.20 $2,696.73
X Asphalt Drives - Repairs 1061  6/1999 20 0 7 $4,810.54 $9,120.00
X Asphalt Drives - Replace 1059  6/1987 20 6 1 $17,273.44 $32,747.63
X Block Wall - Outdoor Parking Perim. 1065  6/1967 55 -9 1 $69,557.46
X Concrete - Front Entry 1072  6/1997 25 0 10 $20,661.68
X Garage Floor - Concrete Sealer 1046  6/1995 10 9 2 $18,523.15 $25,504.42 $35,116.90

? EXCLUDED Garage Floor - Concrete Replacement Excluded 1045  6/1967 0 0 0 $0.00
X Grate - Garage Floor Drain 1047  6/1967 35 0 0 $2,466.45
X Rear Parking - Concrete Sealer 1026  6/1990 10 14 2 $35,878.12 $49,400.38 $68,019.11
X Rear Parking - Concrete, Replace 1025  6/1990 30 0 8 $143,526.55
X Rear Parking - Seam Sealer 1027  11/2009 30 -4 23 $32,392.69
X Steps - Concrete, Outdoor Parking 1066  6/1967 30 0 0 $2,420.00
X Roof Deck - Wood, Rooftop 1075  6/2000 20 -7 1 $29,681.28 $56,270.89
X Roofs - Ballasted EPDM, East 1079  6/1991 18 4 1 $29,286.86 $52,082.75
X Roofs - Unballasted EPDM, West/Ctr 1078  11/2007 18 0 13 $81,044.13
X Caulk - Exterior doors & windows 1080  6/1997 10 7 2 $19,231.48 $26,479.72 $36,459.78
X Paint - Block Wall, Exterior Pkg. 1064  6/2000 10 4 2 $4,458.25 $6,138.54 $8,452.11
X Paint - Ceiling & Floor, Stair Well 1020  6/2006 12 0 6 $6,044.41 $8,872.27
X Paint - Ceiling, Interior 1019  6/2006 12 0 6 $7,455.67 $10,943.78
X Paint - Garage 1021  6/2006 10 0 4 $8,431.51 $11,609.30 $15,984.79
X Paint - Outdoor Parking Stalls 1063  6/2006 5 3 2 $2,703.52 $3,172.34 $3,722.46 $4,367.98 $5,125.43 $6,014.24
X Paint - Railing, Interior, Wrought 1023  6/2011 12 0 11 $2,814.85 $4,131.77
X Paint - Railing, Parking, HVAC 1071  6/1999 3 0 0 $156.80 $172.59 $189.97 $209.10 $230.16 $253.34 $278.85 $306.93 $337.84 $371.86
X Paint - Railing, Parking, Wood 1070  6/1999 3 0 0 $278.32 $306.35 $337.20 $371.15 $408.53 $449.67 $494.95 $544.80 $599.66 $660.05
X Paint - Railing, Parking, Wrought 1068  6/1999 3 0 0 $294.00 $323.61 $356.19 $392.06 $431.55 $475.01 $522.84 $575.49 $633.44 $697.23
X Paint - Walls, Interior 1015  6/2011 6 0 5 $6,695.49 $8,111.90 $9,827.95 $11,907.02 $14,425.92
X Paint - Walls, Stairwells 1016  6/2011 10 0 9 $6,601.09 $9,089.01 $12,514.60
X Lighting - Entry/Lobby 1028  6/2006 22 0 16 $7,646.90
X Lighting - Exterior 1012  6/1987 22 5 2 $4,401.75 $8,896.24
X Lighting - Garage 1033  6/2006 22 0 16 $7,797.04
X Lighting - Hallways 1, 2, 3 & 4 1029  6/2006 22 0 16 $34,764.72
X Lighting - Laundry Room 1032  6/2006 22 0 16 $799.05
X Lighting - Rear Entry Hallways 1030  6/2006 22 0 16 $2,762.49
X Carpet - Hallways 1002  6/2004 8 0 0 $33,919.00 $43,809.02 $56,582.74 $73,081.00
X Carpet - Hallways, Rear Entries 1001  6/2004 8 0 0 $3,014.83 $3,893.89 $5,029.26 $6,495.67
X Counter Tops - Laminate, Laundry 1037  6/1987 16 9 0 $385.00 $642.25
X Floor Cover - Eng. Wood, Lobby 1010  3/2006 15 0 9 $4,128.55 $6,670.35
X Floor Cover - Tile, Front Entry 1007  3/2006 25 0 19 $13,177.92
X Floor Cover - Tile, Laundry Room 1008  3/1987 25 10 10 $10,016.08
X Floor Cover - Tile, Rear Entries 1005  3/1987 25 0 0 $1,560.19 $3,470.80
X Furniture - Entry/Lobby 1058  6/2006 8 0 2 $10,597.98 $13,952.54 $18,285.22 $23,881.22
X Plumbing Fixtures 1039  6/1990 25 0 3 $2,827.71 $6,290.51
X Wall Cover - Dec. Wood Trim, Halls 1035  6/2006 20 0 14 $29,010.78
X Wall Cover - Tile, Laundry 1034  6/1967 30 17 2 $14,557.46
X Wallpaper - Halls, painted 1018  6/2006 14 0 8 $36,263.62 $56,745.58
X Wallpaper - Laundry, painted 1017  6/2000 12 2 2 $2,967.46 $4,355.78 $6,393.62
X Wallpaper - Lobby/Entry 1014  6/2006 12 0 6 $51,180.12 $75,124.57
X **Tank - Underground Fuel Storage** 1092  6/1967 35 0 0 $31,500.00
X Access - Entrance, Access Phone 1056  6/2006 12 0 6 $8,238.52 $12,092.89
X Boiler - Refurbish, Industrial 1085  6/1995 30 0 13 $34,934.98
X Elevator - Compliance & Refurbish 1090  6/1967 30 15 0 $160,016.00
X Hot Water - Domestic, Bulk Tank 1084  8/2011 14 0 13 $6,819.98 $10,671.96
X Hot Water - Domestic, Heater 1083  6/1990 25 0 3 $23,577.06 $52,449.48
X HVAC - A/C Condensing Units 1088  7/2003 12 0 3 $7,316.75 $10,739.86 $15,764.48
X HVAC - Carrier A/C 1086  7/2003 30 0 21 $22,827.81
X HVAC - Expansion Tanks 1089  7/2003 35 0 26 $3,500.47

Funding by other 
means: Specified 

below.

Funding to be included 
in annual Operating 

Budget.

Maintenance, repair & 
replacement is direct 

unit owner 
responsibility.

Means by Which Funding is Provided

Funding to accrue in 
Reserve Budget.

Reserve Funding to 
begin when remaining 
life is 30 years or less.

Reserve Funding 
assessed only to 
benefited unit(s).

Expense charged to 
benefited unit(s) when 

incurred.

Expense Special 
Assessed among all 
units when incurred.
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Report Date: 12/30/11
Version Basis: 002
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X HVAC - Heaters: Hydronic, Garage 1054  6/1967 18 29 2 $5,962.45 $10,603.42
X HVAC - Shell & Tube Heat Exchanger 1087  6/1967 45 2 2 $10,148.86
X Pump Replacements - Centrifugal 1082  6/2000 12 2 2 $9,443.13 $13,861.06 $20,345.92
X Brick - Front Entry Landscape 1073  6/2009 10 0 7 $845.94 $1,164.77 $1,603.76
X Brick - Front Entry Limestone Cap 1074  6/2009 30 0 27 $10,700.42
X Door - Overhead, High Traffic 1077  6/2005 8 0 1 $8,363.25 $10,801.79 $13,951.34 $18,019.24
X Doors - Interior, Metal 1043  6/1967 45 1 1 $13,248.01
X Doors - Interior, Wood 1042  6/1967 35 11 1 $38,614.47
X Downspouts 1013  6/1987 20 7 2 $7,893.19 $14,964.20
X Fire Extinguisher Cabinets 1044  6/1967 30 20 5 $5,881.47
X Fire Protection - Control Panel 1081  6/1998 20 0 6 $26,348.73 $49,952.92
X Furniture - Patio 1076  6/2005 12 0 5 $8,215.05 $12,058.44 $17,699.94
X Railing - Wood, Interior 1024  6/1989 12 0 0 $126.96 $186.36 $273.54
X Railing - Wood, Outdoor Parking 1069  6/1987 35 -15 0 $2,458.73
X Railing - Wrought Iron, Exterior 1067  6/1967 35 0 0 $2,335.00
X Railing - Wrought Iron, Stairwells 1022  6/1967 60 0 15 $33,885.31
X Mailboxes - Wall Clusters 1057  11/2007 25 0 20 $6,853.23
X Signs - Metal, Stairwell Floor #'s 1049  6/2006 35 0 29 $2,194.48
X Signs - Metal, Unit Numbers 1048  6/2006 35 0 29 $10,024.32
X Sky Lights 1050  6/2006 25 0 19 $12,026.87
X Windows & Doors - Storefront, Entry 1055  6/1967 45 5 5 $14,739.22

? ? ? X Windows - Replacement, Condo Units 1011  6/1967 35 12 2 $286,548.46
Sell? X Windows - Replacement, Party Room 1098  6/1967 35 12 2 $2,475.38
Sell? X Paint - Ceiling, Party Room 1093  6/2006 12 0 6 $909.17 $1,334.52
Sell? X Paint - Walls, Party Room 1094  6/2011 6 0 5 $582.01 $705.14 $854.30 $1,035.03 $1,253.99
Sell? X Lighting - Party Room 1031  6/1967 22 25 2 $2,016.98 $4,076.45
Sell? X Appliances - Party Room Cooktop 1041  6/1967 20 27 2 $628.97 $1,192.43
Sell? X Cabinets - Base & Wall, Party Room 1036  6/1967 25 22 2 $5,769.50 $12,834.81
Sell? X Carpet - Party Room 1003  3/2006 8 0 2 $2,207.22 $2,850.79 $3,682.02 $4,755.61
Sell? X Counter Tops - Cultured, Party Room 1038  6/1967 20 27 2 $351.80 $666.95
Sell? X Counter Tops - Laminate, Party Room 1095  6/1987 16 11 2 $1,970.07 $3,286.42
Sell? X Floor Cover - Eng. Wood, Party Room 1009  3/2006 15 0 9 $4,777.32 $7,718.55
Sell? X Floor Cover - Tile, Party Restroom 1006  3/1987 25 2 2 $665.30 $1,480.03
Sell? X Wall Cover - Tile, Party Room 1096  6/1967 30 17 2 $2,695.82
Sell? X Window Covering - Mini Blinds, Party Room 1040  6/2006 12 0 6 $682.37 $1,001.61
Sell? X HVAC - Sleeve Unit Air Conditioner, Party Room 1052  6/2006 9 0 3 $1,331.85 $1,776.09 $2,368.52
Sell? X Doors - Party Room 1097  6/1967 35 12 2 $912.54

        Fiscal Year Beginning January 1: >> 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
BEGINNING RESERVE BALANCE $257,701.00 $101,319.97 $75,028.15 $5,113.50 $46,061.04 $116,204.40 $162,887.76 $146,421.71 $226,370.38 $89,143.21 $154,236.33 $204,034.90 $293,649.61 $283,719.53 $268,421.92 $319,320.47 $389,119.19 $392,362.46 $473,949.63 $465,635.36 $509,330.29 $629,197.31 $655,397.74 $574,112.05 $675,633.86 $704,530.92 $845,215.57 $904,136.40 $1,008,144.27 $1,129,846.73 30 Yr Total Expenditures
Expenditures Projected for Fiscal Year (detailed above) $240,931.28 $206,024.77 $453,008.84 $35,855.92 $9,643.74 $36,113.24 $101,742.35 $8,828.82 $227,493.08 $28,703.51 $47,481.09 $11,631.89 $114,278.21 $122,799.09 $60,506.04 $45,803.19 $116,024.45 $42,224.78 $135,919.94 $88,335.11 $17,456.65 $115,642.07 $226,742.49 $49,466.51 $127,065.73 $21,490.04 $108,829.76 $69,918.84 $58,739.99 $60,809.98 $2,989,511.40
Funding Status as of Fiscal Year Start Date $16,769.72 $104,704.80 $377,980.69 $30,742.42 $36,417.30 $80,091.16 $61,145.41 $137,592.89 $1,122.70 $60,439.70 $106,755.24 $192,403.01 $179,371.40 $160,920.44 $207,915.88 $273,517.28 $273,094.74 $350,137.68 $338,029.69 $377,300.25 $491,873.64 $513,555.24 $428,655.25 $524,645.54 $548,568.13 $683,040.88 $736,385.81 $834,217.56 $949,404.28 $1,069,036.75

2011 Member Contributions
Member Contributions Projected for Reserves $84,540.00 $84,040.00 $179,425.40 $383,073.23 $76,614.65 $79,104.62 $81,675.52 $84,329.98 $87,070.70 $89,900.50 $92,822.26 $95,838.99 $98,953.76 $102,169.75 $105,490.27 $108,918.70 $112,458.56 $116,113.46 $119,887.15 $123,783.48 $127,806.45 $131,960.16 $136,248.86 $140,676.95 $145,248.95 $149,969.54 $154,843.55 $159,875.97 $165,071.94 $170,436.77 $175,975.97 $3,879,786.10

Total Net Interest Earnings
Net Projected Interest Earnings Contribution to Reserves (1.4% yield minus 30% tax) $510.25 $307.55 $20.96 $188.81 $682.48 $1,121.07 $946.33 $1,706.79 $365.41 $974.37 $1,440.67 $2,292.84 $2,178.37 $2,011.22 $2,485.89 $3,143.35 $3,154.25 $3,924.80 $3,822.18 $4,223.59 $5,363.51 $5,593.64 $4,779.85 $5,739.37 $5,993.24 $7,331.14 $7,874.63 $8,854.77 $10,005.68 $11,200.88 $108,237.90 2.71%

Fiscal Year Projected ENDING RESERVE BALANCE $101,319.97 $75,028.15 $5,113.50 $46,061.04 $116,204.40 $162,887.76 $146,421.71 $226,370.38 $89,143.21 $154,236.33 $204,034.90 $293,649.61 $283,719.53 $268,421.92 $319,320.47 $389,119.19 $392,362.46 $473,949.63 $465,635.36 $509,330.29 $629,197.31 $655,397.74 $574,112.05 $675,633.86 $704,530.92 $845,215.57 $904,136.40 $1,008,144.27 $1,129,846.73 $1,256,213.60 Accrued 12/31/41 Depreciation
$2,585,628.00

2011 Depreciation Funded 12/31/41
Average per unit monthly contribution $108.38 $107.74 $230.03 $491.12 $98.22 $101.42 $104.71 $108.12 $111.63 $115.26 $119.00 $122.87 $126.86 $130.99 $135.24 $139.64 $144.18 $148.86 $153.70 $158.70 $163.85 $169.18 $174.68 $180.36 $186.22 $192.27 $198.52 $204.97 $211.63 $218.51 $225.61 48.58%
Member Contribution Dollar Amount Increase/Decrease from previous year -$0.64 $122.29 $261.09 -$392.90 $3.19 $3.30 $3.40 $3.51 $3.63 $3.75 $3.87 $3.99 $4.12 $4.26 $4.40 $4.54 $4.69 $4.84 $5.00 $5.16 $5.33 $5.50 $5.68 $5.86 $6.05 $6.25 $6.45 $6.66 $6.88 $7.10
Member Contribution Percentage Increase/Decrease from previous year -0.59% 113.50% 113.50% -80.00% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% Accrued Depreciation 1/1/2012

2011 $1,104,153.55
Average Per Unit Total Annual Reserve Assessment $1,300.62 $1,292.92 $2,760.39 $5,893.43 $1,178.69 $1,216.99 $1,256.55 $1,297.38 $1,339.55 $1,383.08 $1,428.03 $1,474.45 $1,522.37 $1,571.84 $1,622.93 $1,675.67 $1,730.13 $1,786.36 $1,844.42 $1,904.36 $1,966.25 $2,030.16 $2,096.14 $2,164.26 $2,234.60 $2,307.22 $2,382.21 $2,459.63 $2,539.57 $2,622.10 $2,707.32 Depreciation Funded 1/1/2012
Increase/Decrease from previous year $7.70 $1,467.47 $3,133.04 $4,714.75 $38.31 $39.55 $40.84 $42.16 $43.54 $44.95 $46.41 $47.92 $49.48 $51.08 $52.75 $54.46 $56.23 $58.06 $59.94 $61.89 $63.90 $65.98 $68.12 $70.34 $72.62 $74.98 $77.42 $79.94 $82.54 $85.22 23.00%

CRITICAL YEAR 80% DECREASE
            Spending thru 2014: $899,964.89
            Contributions thru 2014: $646,538.63

Specific disclosures regarding reserves and other funding means are required by Minnesota Statute 515B.4-107.  Detailed 

funding policies and distribution of a funding matrix will help the association satisfy disclosure requirements and manage 

owner expectations .   Reserve funding policies must satisfy both statutory and governing document requirements.  To ensure 

the validity of your policies, if uncertainty exists, we recommend the client obtain verification from a real estate attorney 

specializing in community association law.  A written legal opinion is preferred.  A formal reserve funding policy resolution can 

then be drafted, adopted by the board and permanently preserved, together with the legal opinion. 
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2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
Expenditures $240,931.28 $206,024.77 $453,008.84 $35,855.92 $9,643.74 $36,113.24 $101,742.35 $8,828.82 $227,493.08 $28,703.51 $47,481.09 $11,631.89 $114,278.21 $122,799.09 $60,506.04 $45,803.19 $116,024.45 $42,224.78 $135,919.94 $88,335.11 $17,456.65 $115,642.07 $226,742.49 $49,466.51 $127,065.73 $21,490.04 $108,829.76 $69,918.84 $58,739.99 $60,809.98
Contributions $84,040.00 $179,425.40 $383,073.23 $76,614.65 $79,104.62 $81,675.52 $84,329.98 $87,070.70 $89,900.50 $92,822.26 $95,838.99 $98,953.76 $102,169.75 $105,490.27 $108,918.70 $112,458.56 $116,113.46 $119,887.15 $123,783.48 $127,806.45 $131,960.16 $136,248.86 $140,676.95 $145,248.95 $149,969.54 $154,843.55 $159,875.97 $165,071.94 $170,436.77 $175,975.97
Interest Earnings $510.25 $307.55 $20.96 $188.81 $682.48 $1,121.07 $946.33 $1,706.79 $365.41 $974.37 $1,440.67 $2,292.84 $2,178.37 $2,011.22 $2,485.89 $3,143.35 $3,154.25 $3,924.80 $3,822.18 $4,223.59 $5,363.51 $5,593.64 $4,779.85 $5,739.37 $5,993.24 $7,331.14 $7,874.63 $8,854.77 $10,005.68 $11,200.88
Year End Balance $101,319.97 $75,028.15 $5,113.50 $46,061.04 $116,204.40 $162,887.76 $146,421.71 $226,370.38 $89,143.21 $154,236.33 $204,034.90 $293,649.61 $283,719.53 $268,421.92 $319,320.47 $389,119.19 $392,362.46 $473,949.63 $465,635.36 $509,330.29 $629,197.31 $655,397.74 $574,112.05 $675,633.86 $704,530.92 $845,215.57 $904,136.40 $1,008,144. $1,129,846. $1,256,213.
Monthly Per Unit Contribution $107.74 $230.03 $491.12 $98.22 $101.42 $104.71 $108.12 $111.63 $115.26 $119.00 $122.87 $126.86 $130.99 $135.24 $139.64 $144.18 $148.86 $153.70 $158.70 $163.85 $169.18 $174.68 $180.36 $186.22 $192.27 $198.52 $204.97 $211.63 $218.51 $225.61
Monthly Change From Previous Year -$0.64 $122.29 $261.09 -$392.90 $3.19 $3.30 $3.40 $3.51 $3.63 $3.75 $3.87 $3.99 $4.12 $4.26 $4.40 $4.54 $4.69 $4.84 $5.00 $5.16 $5.33 $5.50 $5.68 $5.86 $6.05 $6.25 $6.45 $6.66 $6.88 $7.10

Sample Condo Assn Report
Reserve Analysis for Fiscal Year 2012

EXAMPLE Incremental Underfunding Recovery Scenario
Directed Cash Flow (DCF) Modeling Excel Spreadsheet

Projected Depreciation Funded 12/31/2041:  49%
Depreciation Funded 1/1/2012:  23%

Expenditures Contributions Interest Earnings Year End Balance Monthly Per Unit Contribution Monthly Change From Previous Year
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Highlight

Greg
Highlight



1
2
3
4
5
6
7
8
9

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63
64
65
66

A B C D E F G H I J K L M N O P Q R S T U V W X Y Z AA AB AC AD AE AF AG AH AI AJ AK AL AM AN AO AP AQ AR AS AT
Sample Condo Assn
002 DCF Underfunding Recovery Example 
Report Date: 12/30/11
Version Basis: 002
Cost Inflation: 3.25%
EXPENDITURE DETAIL Asset Placed in Useful Adjust Remain
Description ID Service Life +/- Life 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041

X Asphalt Drives - Chipcoating 1062  6/2011 5 0 4 $1,212.23 $1,422.45 $1,669.12 $1,958.56 $2,298.20 $2,696.73
X Asphalt Drives - Repairs 1061  6/1999 20 0 7 $4,810.54 $9,120.00
X Asphalt Drives - Replace 1059  6/1987 20 6 1 $17,273.44 $32,747.63
X Block Wall - Outdoor Parking Perim. 1065  6/1967 55 -9 1 $69,557.46
X Concrete - Front Entry 1072  6/1997 25 0 10 $20,661.68
X Garage Floor - Concrete Sealer 1046  6/1995 10 9 2 $18,523.15 $25,504.42 $35,116.90

? EXCLUDED Garage Floor - Concrete Replacement Excluded 1045  6/1967 0 0 0 $0.00
X Grate - Garage Floor Drain 1047  6/1967 35 0 0 $2,466.45
X Rear Parking - Concrete Sealer 1026  6/1990 10 14 2 $35,878.12 $49,400.38 $68,019.11
X Rear Parking - Concrete, Replace 1025  6/1990 30 0 8 $143,526.55
X Rear Parking - Seam Sealer 1027  11/2009 30 -4 23 $32,392.69
X Steps - Concrete, Outdoor Parking 1066  6/1967 30 0 0 $2,420.00
X Roof Deck - Wood, Rooftop 1075  6/2000 20 -7 1 $29,681.28 $56,270.89
X Roofs - Ballasted EPDM, East 1079  6/1991 18 4 1 $29,286.86 $52,082.75
X Roofs - Unballasted EPDM, West/Ctr 1078  11/2007 18 0 13 $81,044.13
X Caulk - Exterior doors & windows 1080  6/1997 10 7 2 $19,231.48 $26,479.72 $36,459.78
X Paint - Block Wall, Exterior Pkg. 1064  6/2000 10 4 2 $4,458.25 $6,138.54 $8,452.11
X Paint - Ceiling & Floor, Stair Well 1020  6/2006 12 0 6 $6,044.41 $8,872.27
X Paint - Ceiling, Interior 1019  6/2006 12 0 6 $7,455.67 $10,943.78
X Paint - Garage 1021  6/2006 10 0 4 $8,431.51 $11,609.30 $15,984.79
X Paint - Outdoor Parking Stalls 1063  6/2006 5 3 2 $2,703.52 $3,172.34 $3,722.46 $4,367.98 $5,125.43 $6,014.24
X Paint - Railing, Interior, Wrought 1023  6/2011 12 0 11 $2,814.85 $4,131.77
X Paint - Railing, Parking, HVAC 1071  6/1999 3 0 0 $156.80 $172.59 $189.97 $209.10 $230.16 $253.34 $278.85 $306.93 $337.84 $371.86
X Paint - Railing, Parking, Wood 1070  6/1999 3 0 0 $278.32 $306.35 $337.20 $371.15 $408.53 $449.67 $494.95 $544.80 $599.66 $660.05
X Paint - Railing, Parking, Wrought 1068  6/1999 3 0 0 $294.00 $323.61 $356.19 $392.06 $431.55 $475.01 $522.84 $575.49 $633.44 $697.23
X Paint - Walls, Interior 1015  6/2011 6 0 5 $6,695.49 $8,111.90 $9,827.95 $11,907.02 $14,425.92
X Paint - Walls, Stairwells 1016  6/2011 10 0 9 $6,601.09 $9,089.01 $12,514.60
X Lighting - Entry/Lobby 1028  6/2006 22 0 16 $7,646.90
X Lighting - Exterior 1012  6/1987 22 5 2 $4,401.75 $8,896.24
X Lighting - Garage 1033  6/2006 22 0 16 $7,797.04
X Lighting - Hallways 1, 2, 3 & 4 1029  6/2006 22 0 16 $34,764.72
X Lighting - Laundry Room 1032  6/2006 22 0 16 $799.05
X Lighting - Rear Entry Hallways 1030  6/2006 22 0 16 $2,762.49
X Carpet - Hallways 1002  6/2004 8 0 0 $33,919.00 $43,809.02 $56,582.74 $73,081.00
X Carpet - Hallways, Rear Entries 1001  6/2004 8 0 0 $3,014.83 $3,893.89 $5,029.26 $6,495.67
X Counter Tops - Laminate, Laundry 1037  6/1987 16 9 0 $385.00 $642.25
X Floor Cover - Eng. Wood, Lobby 1010  3/2006 15 0 9 $4,128.55 $6,670.35
X Floor Cover - Tile, Front Entry 1007  3/2006 25 0 19 $13,177.92
X Floor Cover - Tile, Laundry Room 1008  3/1987 25 10 10 $10,016.08
X Floor Cover - Tile, Rear Entries 1005  3/1987 25 0 0 $1,560.19 $3,470.80
X Furniture - Entry/Lobby 1058  6/2006 8 0 2 $10,597.98 $13,952.54 $18,285.22 $23,881.22
X Plumbing Fixtures 1039  6/1990 25 0 3 $2,827.71 $6,290.51
X Wall Cover - Dec. Wood Trim, Halls 1035  6/2006 20 0 14 $29,010.78
X Wall Cover - Tile, Laundry 1034  6/1967 30 17 2 $14,557.46
X Wallpaper - Halls, painted 1018  6/2006 14 0 8 $36,263.62 $56,745.58
X Wallpaper - Laundry, painted 1017  6/2000 12 2 2 $2,967.46 $4,355.78 $6,393.62
X Wallpaper - Lobby/Entry 1014  6/2006 12 0 6 $51,180.12 $75,124.57
X **Tank - Underground Fuel Storage** 1092  6/1967 35 0 0 $31,500.00
X Access - Entrance, Access Phone 1056  6/2006 12 0 6 $8,238.52 $12,092.89
X Boiler - Refurbish, Industrial 1085  6/1995 30 0 13 $34,934.98
X Elevator - Compliance & Refurbish 1090  6/1967 30 15 0 $160,016.00
X Hot Water - Domestic, Bulk Tank 1084  8/2011 14 0 13 $6,819.98 $10,671.96
X Hot Water - Domestic, Heater 1083  6/1990 25 0 3 $23,577.06 $52,449.48
X HVAC - A/C Condensing Units 1088  7/2003 12 0 3 $7,316.75 $10,739.86 $15,764.48
X HVAC - Carrier A/C 1086  7/2003 30 0 21 $22,827.81
X HVAC - Expansion Tanks 1089  7/2003 35 0 26 $3,500.47
X HVAC - Heaters: Hydronic, Garage 1054  6/1967 18 29 2 $5,962.45 $10,603.42
X HVAC - Shell & Tube Heat Exchanger 1087  6/1967 45 2 2 $10,148.86
X Pump Replacements - Centrifugal 1082  6/2000 12 2 2 $9,443.13 $13,861.06 $20,345.92

Funding to be included 
in annual Operating 

Budget.

Maintenance, repair & 
replacement is direct 

unit owner 
responsibility.

Means by Which Funding is Provided

Funding to accrue in 
Reserve Budget.

Reserve Funding to 
begin when remaining 
life is 30 years or less.

Reserve Funding 
assessed only to 
benefited unit(s).

Expense charged to 
benefited unit(s) when 

incurred.

Expense Special 
Assessed among all 
units when incurred.

Funding by other 
means: Specified 

below.

Jon Pettersen, RS
Funding Scenario with 10 Year Loan
This alternate funding scenario incorporates proceeds from, and a repayment schedule for, a $650,000.00 loan in order to amortize near-term expenditures across a ten-year period.Doing so would allow the association to maintain, or slightly decrease, the current reserve contribution rate.
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Sample Condo Assn
002 DCF Underfunding Recovery Example 
Report Date: 12/30/11
Version Basis: 002
Cost Inflation: 3.25%
EXPENDITURE DETAIL Asset Placed in Useful Adjust Remain
Description ID Service Life +/- Life 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041

Funding to be included 
in annual Operating 

Budget.

Maintenance, repair & 
replacement is direct 

unit owner 
responsibility.

Means by Which Funding is Provided

Funding to accrue in 
Reserve Budget.

Reserve Funding to 
begin when remaining 
life is 30 years or less.

Reserve Funding 
assessed only to 
benefited unit(s).

Expense charged to 
benefited unit(s) when 

incurred.

Expense Special 
Assessed among all 
units when incurred.

Funding by other 
means: Specified 

below.

67
68
69
70
71
72
73
74
75
76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94
95
96
97
98
99

100
101
102
103
104
105
106
107
108
109
110
111
112
113
114
115
116
117
118
119
120
121
122
123

X Brick - Front Entry Landscape 1073  6/2009 10 0 7 $845.94 $1,164.77 $1,603.76
X Brick - Front Entry Limestone Cap 1074  6/2009 30 0 27 $10,700.42
X Door - Overhead, High Traffic 1077  6/2005 8 0 1 $8,363.25 $10,801.79 $13,951.34 $18,019.24
X Doors - Interior, Metal 1043  6/1967 45 1 1 $13,248.01
X Doors - Interior, Wood 1042  6/1967 35 11 1 $38,614.47
X Downspouts 1013  6/1987 20 7 2 $7,893.19 $14,964.20
X Fire Extinguisher Cabinets 1044  6/1967 30 20 5 $5,881.47
X Fire Protection - Control Panel 1081  6/1998 20 0 6 $26,348.73 $49,952.92
X Furniture - Patio 1076  6/2005 12 0 5 $8,215.05 $12,058.44 $17,699.94
X Railing - Wood, Interior 1024  6/1989 12 0 0 $126.96 $186.36 $273.54
X Railing - Wood, Outdoor Parking 1069  6/1987 35 -15 0 $2,458.73
X Railing - Wrought Iron, Exterior 1067  6/1967 35 0 0 $2,335.00
X Railing - Wrought Iron, Stairwells 1022  6/1967 60 0 15 $33,885.31
X Mailboxes - Wall Clusters 1057  11/2007 25 0 20 $6,853.23
X Signs - Metal, Stairwell Floor #'s 1049  6/2006 35 0 29 $2,194.48
X Signs - Metal, Unit Numbers 1048  6/2006 35 0 29 $10,024.32
X Sky Lights 1050  6/2006 25 0 19 $12,026.87
X Windows & Doors - Storefront, Entry 1055  6/1967 45 5 5 $14,739.22

? ? ? X Windows - Replacement, Condo Units 1011  6/1967 35 12 2 $286,548.46
Sell? X Windows - Replacement, Party Room 1098  6/1967 35 12 2 $2,475.38
Sell? X Paint - Ceiling, Party Room 1093  6/2006 12 0 6 $909.17 $1,334.52
Sell? X Paint - Walls, Party Room 1094  6/2011 6 0 5 $582.01 $705.14 $854.30 $1,035.03 $1,253.99
Sell? X Lighting - Party Room 1031  6/1967 22 25 2 $2,016.98 $4,076.45
Sell? X Appliances - Party Room Cooktop 1041  6/1967 20 27 2 $628.97 $1,192.43
Sell? X Cabinets - Base & Wall, Party Room 1036  6/1967 25 22 2 $5,769.50 $12,834.81
Sell? X Carpet - Party Room 1003  3/2006 8 0 2 $2,207.22 $2,850.79 $3,682.02 $4,755.61
Sell? X Counter Tops - Cultured, Party Room 1038  6/1967 20 27 2 $351.80 $666.95
Sell? X Counter Tops - Laminate, Party Room 1095  6/1987 16 11 2 $1,970.07 $3,286.42
Sell? X Floor Cover - Eng. Wood, Party Room 1009  3/2006 15 0 9 $4,777.32 $7,718.55
Sell? X Floor Cover - Tile, Party Restroom 1006  3/1987 25 2 2 $665.30 $1,480.03
Sell? X Wall Cover - Tile, Party Room 1096  6/1967 30 17 2 $2,695.82
Sell? X Window Covering - Mini Blinds, Party Room 1040  6/2006 12 0 6 $682.37 $1,001.61
Sell? X HVAC - Sleeve Unit Air Conditioner, Party Room 1052  6/2006 9 0 3 $1,331.85 $1,776.09 $2,368.52
Sell? X Doors - Party Room 1097  6/1967 35 12 2 $912.54

X Loan Payments Jan-13 10 years $89,000.00 $89,000.00 $89,000.00 $89,000.00 $89,000.00 $89,000.00 $89,000.00 $89,000.00 $89,000.00 $89,000.00

        Fiscal Year Beginning January 1: >> 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
BEGINNING RESERVE BALANCE $257,701.00 $101,319.97 $1,181,055.01 $717,881.31 $673,768.13 $658,126.96 $618,118.01 $514,040.82 $505,448.26 $278,731.93 $253,389.06 $211,786.66 $298,895.60 $286,351.28 $268,327.19 $316,383.08 $383,218.93 $383,374.94 $461,746.14 $450,082.72 $490,290.72 $606,528.27 $628,951.76 $543,736.59 $641,171.13 $665,817.69 $802,083.03 $856,409.95 $955,643.32 $1,072,384.52 30 Yr Total Expenditures
Expenditures Projected for Fiscal Year (detailed above) $240,931.28 $295,024.77 $542,008.84 $124,855.92 $98,643.74 $125,113.24 $190,742.35 $97,828.82 $316,493.08 $117,703.51 $136,481.09 $11,631.89 $114,278.21 $122,799.09 $60,506.04 $45,803.19 $116,024.45 $42,224.78 $135,919.94 $88,335.11 $17,456.65 $115,642.07 $226,742.49 $49,466.51 $127,065.73 $21,490.04 $108,829.76 $69,918.84 $58,739.99 $60,809.98 $3,879,511.40
Funding Status as of Fiscal Year Start Date $16,769.72 $456,295.20 $639,046.17 $593,025.39 $575,124.39 $533,013.72 $427,375.66 $416,212.00 $188,955.18 $161,028.42 $116,907.97 $200,154.77 $184,617.39 $163,552.19 $207,821.15 $270,579.89 $267,194.48 $341,150.16 $325,826.20 $361,747.61 $472,834.07 $490,886.20 $402,209.27 $494,270.08 $514,105.40 $644,327.65 $693,253.27 $786,491.11 $896,903.33 $1,011,574.54

2011 Member Contributions
Member Contributions Projected for Reserves $84,540.00 $84,040.00 $70,000.00 $72,275.00 $74,623.94 $77,049.22 $79,553.31 $82,138.80 $84,808.31 $87,564.58 $90,410.43 $93,348.77 $96,382.60 $99,515.04 $102,749.27 $106,088.63 $109,536.51 $113,096.44 $116,772.08 $120,567.17 $124,485.60 $128,531.38 $132,708.65 $137,021.69 $141,474.89 $146,072.82 $150,820.19 $155,721.85 $160,782.81 $166,008.25 $171,403.52 $3,375,551.74

Total Net Interest Earnings
Net Projected Interest Earnings Contribution to Reserves (1.4% yield minus 30% tax) $510.25 $4,759.81 $6,560.14 $6,118.80 $5,953.35 $5,550.98 $4,526.36 $4,427.95 $2,212.18 $1,950.21 $1,529.92 $2,358.23 $2,218.85 $2,025.73 $2,473.31 $3,102.54 $3,084.01 $3,823.91 $3,689.35 $4,057.51 $5,162.81 $5,356.91 $4,505.63 $5,426.16 $5,639.47 $6,935.19 $7,434.83 $8,369.39 $9,472.94 $10,618.93 $139,855.65 3.98%

$650,000.00
Fiscal Year Projected ENDING RESERVE BALANCE $101,319.97 $1,181,055.01 $717,881.31 $673,768.13 $658,126.96 $618,118.01 $514,040.82 $505,448.26 $278,731.93 $253,389.06 $211,786.66 $298,895.60 $286,351.28 $268,327.19 $316,383.08 $383,218.93 $383,374.94 $461,746.14 $450,082.72 $490,290.72 $606,528.27 $628,951.76 $543,736.59 $641,171.13 $665,817.69 $802,083.03 $856,409.95 $955,643.32 $1,072,384.52 $1,193,596.98 Accrued 12/31/41 Depreciation

$2,585,628.00
2011 Depreciation Funded 12/31/41

Average per unit monthly contribution $108.38 $107.74 $89.74 $92.66 $95.67 $98.78 $101.99 $105.31 $108.73 $112.26 $115.91 $119.68 $123.57 $127.58 $131.73 $136.01 $140.43 $145.00 $149.71 $154.57 $159.60 $164.78 $170.14 $175.67 $181.38 $187.27 $193.36 $199.64 $206.13 $212.83 $219.75 46.16%
Member Contribution Dollar Amount Increase/Decrease from previous year -$0.64 -$18.00 $2.92 $3.01 $3.11 $3.21 $3.31 $3.42 $3.53 $3.65 $3.77 $3.89 $4.02 $4.15 $4.28 $4.42 $4.56 $4.71 $4.87 $5.02 $5.19 $5.36 $5.53 $5.71 $5.89 $6.09 $6.28 $6.49 $6.70 $6.92
Member Contribution Percentage Increase/Decrease from previous year -0.59% -16.71% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% Accrued Depreciation 1/1/2012

2011 $1,104,153.55
Average Per Unit Total Annual Reserve Assessment $1,300.62 $1,292.92 $1,076.92 $1,111.92 $1,148.06 $1,185.37 $1,223.90 $1,263.67 $1,304.74 $1,347.15 $1,390.93 $1,436.13 $1,482.81 $1,531.00 $1,580.76 $1,632.13 $1,685.18 $1,739.95 $1,796.49 $1,854.88 $1,915.16 $1,977.41 $2,041.67 $2,108.03 $2,176.54 $2,247.27 $2,320.31 $2,395.72 $2,473.58 $2,553.97 $2,636.98 Depreciation Funded 1/1/2012
Increase/Decrease from previous year $7.70 $216.00 $35.00 $36.14 $37.31 $38.52 $39.78 $41.07 $42.40 $43.78 $45.21 $46.67 $48.19 $49.76 $51.37 $53.04 $54.77 $56.55 $58.39 $60.28 $62.24 $64.27 $66.35 $68.51 $70.74 $73.04 $75.41 $77.86 $80.39 $83.00 23.00%

CRITICAL YEAR
            Spending thru 2014: $1,077,964.89
            Contributions thru 2014: $226,315.00

Loan Proceeds

Specific disclosures regarding reserves and other funding means are required by Minnesota Statute 515B.4-107.  Detailed 

funding policies and distribution of a funding matrix will help the association satisfy disclosure requirements and manage 

owner expectations .   Reserve funding policies must satisfy both statutory and governing document requirements.  To ensure 

the validity of your policies, if uncertainty exists, we recommend the client obtain verification from a real estate attorney 

specializing in community association law.  A written legal opinion is preferred.  A formal reserve funding policy resolution can 

then be drafted, adopted by the board and permanently preserved, together with the legal opinion. 

Jon Pettersen, RS
Alternate Scenario w/Loan
This alternate funding scenario incorporates proceeds from, and a repayment schedule for, a $650,000.00 loan in order to amortize near-term expenditures across a ten-year period.Doing so would allow the association to maintain, or slightly decrease, the current reserve contribution rate.
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2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
Expenditures $240,931.28 $295,024.77 $542,008.84 $124,855.92 $98,643.74 $125,113.24 $190,742.35 $97,828.82 $316,493.08 $117,703.51 $136,481.09 $11,631.89 $114,278.21 $122,799.09 $60,506.04 $45,803.19 $116,024.45 $42,224.78 $135,919.94 $88,335.11 $17,456.65 $115,642.07 $226,742.49 $49,466.51 $127,065.73 $21,490.04 $108,829.76 $69,918.84 $58,739.99 $60,809.98
Contributions $84,040.00 $70,000.00 $72,275.00 $74,623.94 $77,049.22 $79,553.31 $82,138.80 $84,808.31 $87,564.58 $90,410.43 $93,348.77 $96,382.60 $99,515.04 $102,749.27 $106,088.63 $109,536.51 $113,096.44 $116,772.08 $120,567.17 $124,485.60 $128,531.38 $132,708.65 $137,021.69 $141,474.89 $146,072.82 $150,820.19 $155,721.85 $160,782.81 $166,008.25 $171,403.52
Interest Earnings $510.25 $4,759.81 $6,560.14 $6,118.80 $5,953.35 $5,550.98 $4,526.36 $4,427.95 $2,212.18 $1,950.21 $1,529.92 $2,358.23 $2,218.85 $2,025.73 $2,473.31 $3,102.54 $3,084.01 $3,823.91 $3,689.35 $4,057.51 $5,162.81 $5,356.91 $4,505.63 $5,426.16 $5,639.47 $6,935.19 $7,434.83 $8,369.39 $9,472.94 $10,618.93
Year End Balance $101,319.97 $1,181,055. $717,881.31 $673,768.13 $658,126.96 $618,118.01 $514,040.82 $505,448.26 $278,731.93 $253,389.06 $211,786.66 $298,895.60 $286,351.28 $268,327.19 $316,383.08 $383,218.93 $383,374.94 $461,746.14 $450,082.72 $490,290.72 $606,528.27 $628,951.76 $543,736.59 $641,171.13 $665,817.69 $802,083.03 $856,409.95 $955,643.32 $1,072,384. $1,193,596.
Monthly Per Unit Contribution $107.74 $89.74 $92.66 $95.67 $98.78 $101.99 $105.31 $108.73 $112.26 $115.91 $119.68 $123.57 $127.58 $131.73 $136.01 $140.43 $145.00 $149.71 $154.57 $159.60 $164.78 $170.14 $175.67 $181.38 $187.27 $193.36 $199.64 $206.13 $212.83 $219.75
Monthly Change From Previous Year -$0.64 -$18.00 $2.92 $3.01 $3.11 $3.21 $3.31 $3.42 $3.53 $3.65 $3.77 $3.89 $4.02 $4.15 $4.28 $4.42 $4.56 $4.71 $4.87 $5.02 $5.19 $5.36 $5.53 $5.71 $5.89 $6.09 $6.28 $6.49 $6.70 $6.92

SAMPLE Condo Association
Reserve Analysis for Fiscal Year 2012

EXAMPLE Scenario Including LOAN Payment Schedule
Directed Cash Flow (DCF) Modeling Excel Spreadsheet

Projected Depreciation Funded 12/31/2041:  46%
Depreciation Funded 1/1/2012:  23%

Expenditures Contributions Interest Earnings Year End Balance Monthly Per Unit Contribution Monthly Change From Previous Year
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Jon Pettersen, RS
Scenario w/Loan
This alternate funding scenario incorporates proceeds from, and a repayment schedule for, a $650,000.00 loan in order to amortize near-term expenditures across a ten-year period.Doing so would allow the association to maintain, or slightly decrease, the current reserve contribution rate.



Page 1 of 2

1
2
3
4
5
6
7
8
9
10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31
32
33
34
35
36
37
38
39
40
41
42
43
44
45
46
47
48
49
50
51
52
53
54
55
56
57
58
59
60
61
62
63

A B C D E F G H I J K L M N O P Q R S T U V W X Y Z AA AB AC AD AE AF AG AH AI AJ AK AL AM AN AO AP AQ AR AS AT

Sample Condominium
Alternate DCF Underfunding Recovery Example 
Report Date: 12/30/11
Version Basis: 002 DCF - EXCLUDING WINDOWS
Cost Inflation: 3.25%
EXPENDITURE DETAIL Asset Placed in Useful Adjust Remain
Description ID Service Life +/- Life 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041

X Asphalt Drives - Chipcoating 1062  6/2011 5 0 4 $1,212.23 $1,422.45 $1,669.12 $1,958.56 $2,298.20 $2,696.73
X Asphalt Drives - Repairs 1061  6/1999 20 0 7 $4,810.54 $9,120.00
X Asphalt Drives - Replace 1059  6/1987 20 6 1 $17,273.44 $32,747.63
X Block Wall - Outdoor Parking Perim. 1065  6/1967 55 -9 1 $69,557.46
X Concrete - Front Entry 1072  6/1997 25 0 10 $20,661.68
X Garage Floor - Concrete Sealer 1046  6/1995 10 9 2 $18,523.15 $25,504.42 $35,116.90

? EXCLUDED Garage Floor - Concrete Replacement Excluded 1045  6/1967 0 0 0 $0.00
X Grate - Garage Floor Drain 1047  6/1967 35 0 0 $2,466.45
X Rear Parking - Concrete Sealer 1026  6/1990 10 14 2 $35,878.12 $49,400.38 $68,019.11
X Rear Parking - Concrete, Replace 1025  6/1990 30 0 8 $143,526.55
X Rear Parking - Seam Sealer 1027  11/2009 30 -4 23 $32,392.69
X Steps - Concrete, Outdoor Parking 1066  6/1967 30 0 0 $2,420.00
X Roof Deck - Wood, Rooftop 1075  6/2000 20 -7 1 $29,681.28 $56,270.89
X Roofs - Ballasted EPDM, East 1079  6/1991 18 4 1 $29,286.86 $52,082.75
X Roofs - Unballasted EPDM, West/Ctr 1078  11/2007 18 0 13 $81,044.13
X Caulk - Exterior doors & windows 1080  6/1997 10 7 2 $19,231.48 $26,479.72 $36,459.78
X Paint - Block Wall, Exterior Pkg. 1064  6/2000 10 4 2 $4,458.25 $6,138.54 $8,452.11
X Paint - Ceiling & Floor, Stair Well 1020  6/2006 12 0 6 $6,044.41 $8,872.27
X Paint - Ceiling, Interior 1019  6/2006 12 0 6 $7,455.67 $10,943.78
X Paint - Garage 1021  6/2006 10 0 4 $8,431.51 $11,609.30 $15,984.79
X Paint - Outdoor Parking Stalls 1063  6/2006 5 3 2 $2,703.52 $3,172.34 $3,722.46 $4,367.98 $5,125.43 $6,014.24
X Paint - Railing, Interior, Wrought 1023  6/2011 12 0 11 $2,814.85 $4,131.77
X Paint - Railing, Parking, HVAC 1071  6/1999 3 0 0 $156.80 $172.59 $189.97 $209.10 $230.16 $253.34 $278.85 $306.93 $337.84 $371.86
X Paint - Railing, Parking, Wood 1070  6/1999 3 0 0 $278.32 $306.35 $337.20 $371.15 $408.53 $449.67 $494.95 $544.80 $599.66 $660.05
X Paint - Railing, Parking, Wrought 1068  6/1999 3 0 0 $294.00 $323.61 $356.19 $392.06 $431.55 $475.01 $522.84 $575.49 $633.44 $697.23
X Paint - Walls, Interior 1015  6/2011 6 0 5 $6,695.49 $8,111.90 $9,827.95 $11,907.02 $14,425.92
X Paint - Walls, Stairwells 1016  6/2011 10 0 9 $6,601.09 $9,089.01 $12,514.60
X Lighting - Entry/Lobby 1028  6/2006 22 0 16 $7,646.90
X Lighting - Exterior 1012  6/1987 22 5 2 $4,401.75 $8,896.24
X Lighting - Garage 1033  6/2006 22 0 16 $7,797.04
X Lighting - Hallways 1, 2, 3 & 4 1029  6/2006 22 0 16 $34,764.72
X Lighting - Laundry Room 1032  6/2006 22 0 16 $799.05
X Lighting - Rear Entry Hallways 1030  6/2006 22 0 16 $2,762.49
X Carpet - Hallways 1002  6/2004 8 0 0 $33,919.00 $43,809.02 $56,582.74 $73,081.00
X Carpet - Hallways, Rear Entries 1001  6/2004 8 0 0 $3,014.83 $3,893.89 $5,029.26 $6,495.67
X Counter Tops - Laminate, Laundry 1037  6/1987 16 9 0 $385.00 $642.25
X Floor Cover - Eng. Wood, Lobby 1010  3/2006 15 0 9 $4,128.55 $6,670.35
X Floor Cover - Tile, Front Entry 1007  3/2006 25 0 19 $13,177.92
X Floor Cover - Tile, Laundry Room 1008  3/1987 25 10 10 $10,016.08
X Floor Cover - Tile, Rear Entries 1005  3/1987 25 0 0 $1,560.19 $3,470.80
X Furniture - Entry/Lobby 1058  6/2006 8 0 2 $10,597.98 $13,952.54 $18,285.22 $23,881.22
X Plumbing Fixtures 1039  6/1990 25 0 3 $2,827.71 $6,290.51
X Wall Cover - Dec. Wood Trim, Halls 1035  6/2006 20 0 14 $29,010.78
X Wall Cover - Tile, Laundry 1034  6/1967 30 17 2 $14,557.46
X Wallpaper - Halls, painted 1018  6/2006 14 0 8 $36,263.62 $56,745.58
X Wallpaper - Laundry, painted 1017  6/2000 12 2 2 $2,967.46 $4,355.78 $6,393.62
X Wallpaper - Lobby/Entry 1014  6/2006 12 0 6 $51,180.12 $75,124.57
X **Tank - Underground Fuel Storage** 1092  6/1967 35 0 0 $31,500.00
X Access - Entrance, Access Phone 1056  6/2006 12 0 6 $8,238.52 $12,092.89
X Boiler - Refurbish, Industrial 1085  6/1995 30 0 13 $34,934.98
X Elevator - Compliance & Refurbish 1090  6/1967 30 15 0 $160,016.00

ALTERNATE DCF UNDERFUNDING RECOVERY EXAMPLE - EXCLUDING UNIT WINDOWS
Means by Which Funding is Provided

Maintenance, repair & 
replacement is direct 

unit owner 
responsibility.

Funding to be included 
in annual Operating 

Budget.

Funding by other 
means: Specified below.

Expense Special 
Assessed among all 
units when incurred.

Expense charged to 
benefited unit(s) when 

incurred.

Reserve Funding 
assessed only to 
benefited unit(s).

Reserve Funding to 
begin when remaining 
life is 30 years or less.

Funding to accrue in 
Reserve Budget.
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Sample Condominium
Alternate DCF Underfunding Recovery Example 
Report Date: 12/30/11
Version Basis: 002 DCF - EXCLUDING WINDOWS
Cost Inflation: 3.25%
EXPENDITURE DETAIL Asset Placed in Useful Adjust Remain
Description ID Service Life +/- Life 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041

Means by Which Funding is Provided

Maintenance, repair & 
replacement is direct 

unit owner 
responsibility.

Funding to be included 
in annual Operating 

Budget.

Funding by other 
means: Specified below.

Expense Special 
Assessed among all 
units when incurred.

Expense charged to 
benefited unit(s) when 

incurred.

Reserve Funding 
assessed only to 
benefited unit(s).

Reserve Funding to 
begin when remaining 
life is 30 years or less.

Funding to accrue in 
Reserve Budget.
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120
121
122
123
124
125
126
127

X Hot Water - Domestic, Bulk Tank 1084  8/2011 14 0 13 $6,819.98 $10,671.96
X Hot Water - Domestic, Heater 1083  6/1990 25 0 3 $23,577.06 $52,449.48
X HVAC - A/C Condensing Units 1088  7/2003 12 0 3 $7,316.75 $10,739.86 $15,764.48
X HVAC - Carrier A/C 1086  7/2003 30 0 21 $22,827.81
X HVAC - Expansion Tanks 1089  7/2003 35 0 26 $3,500.47
X HVAC - Heaters: Hydronic, Garage 1054  6/1967 18 29 2 $5,962.45 $10,603.42
X HVAC - Shell & Tube Heat Exchanger 1087  6/1967 45 2 2 $10,148.86
X Pump Replacements - Centrifugal 1082  6/2000 12 2 2 $9,443.13 $13,861.06 $20,345.92
X Brick - Front Entry Landscape 1073  6/2009 10 0 7 $845.94 $1,164.77 $1,603.76
X Brick - Front Entry Limestone Cap 1074  6/2009 30 0 27 $10,700.42
X Door - Overhead, High Traffic 1077  6/2005 8 0 1 $8,363.25 $10,801.79 $13,951.34 $18,019.24
X Doors - Interior, Metal 1043  6/1967 45 1 1 $13,248.01
X Doors - Interior, Wood 1042  6/1967 35 11 1 $38,614.47
X Downspouts 1013  6/1987 20 7 2 $7,893.19 $14,964.20
X Fire Extinguisher Cabinets 1044  6/1967 30 20 5 $5,881.47
X Fire Protection - Control Panel 1081  6/1998 20 0 6 $26,348.73 $49,952.92
X Furniture - Patio 1076  6/2005 12 0 5 $8,215.05 $12,058.44 $17,699.94
X Railing - Wood, Interior 1024  6/1989 12 0 0 $126.96 $186.36 $273.54
X Railing - Wood, Outdoor Parking 1069  6/1987 35 -15 0 $2,458.73
X Railing - Wrought Iron, Exterior 1067  6/1967 35 0 0 $2,335.00
X Railing - Wrought Iron, Stairwells 1022  6/1967 60 0 15 $33,885.31
X Mailboxes - Wall Clusters 1057  11/2007 25 0 20 $6,853.23
X Signs - Metal, Stairwell Floor #'s 1049  6/2006 35 0 29 $2,194.48
X Signs - Metal, Unit Numbers 1048  6/2006 35 0 29 $10,024.32
X Sky Lights 1050  6/2006 25 0 19 $12,026.87
X Windows & Doors - Storefront, Entry 1055  6/1967 45 5 5 $14,739.22

? ? ? EXCLUDED Windows - Replacement, Condo Units 1011  6/1967 35 12 2 $0.00
Sell? X Windows - Replacement, Party Room 1098  6/1967 35 12 2 $2,475.38
Sell? X Paint - Ceiling, Party Room 1093  6/2006 12 0 6 $909.17 $1,334.52
Sell? X Paint - Walls, Party Room 1094  6/2011 6 0 5 $582.01 $705.14 $854.30 $1,035.03 $1,253.99
Sell? X Lighting - Party Room 1031  6/1967 22 25 2 $2,016.98 $4,076.45
Sell? X Appliances - Party Room Cooktop 1041  6/1967 20 27 2 $628.97 $1,192.43
Sell? X Cabinets - Base & Wall, Party Room 1036  6/1967 25 22 2 $5,769.50 $12,834.81
Sell? X Carpet - Party Room 1003  3/2006 8 0 2 $2,207.22 $2,850.79 $3,682.02 $4,755.61
Sell? X Counter Tops - Cultured, Party Room 1038  6/1967 20 27 2 $351.80 $666.95
Sell? X Counter Tops - Laminate, Party Room 1095  6/1987 16 11 2 $1,970.07 $3,286.42
Sell? X Floor Cover - Eng. Wood, Party Room 1009  3/2006 15 0 9 $4,777.32 $7,718.55
Sell? X Floor Cover - Tile, Party Restroom 1006  3/1987 25 2 2 $665.30 $1,480.03
Sell? X Wall Cover - Tile, Party Room 1096  6/1967 30 17 2 $2,695.82
Sell? X Window Covering - Mini Blinds, Party Room 1040  6/2006 12 0 6 $682.37 $1,001.61
Sell? X HVAC - Sleeve Unit Air Conditioner, Party Room 1052  6/2006 9 0 3 $1,331.85 $1,776.09 $2,368.52
Sell? X Doors - Party Room 1097  6/1967 35 12 2 $912.54

        Fiscal Year Beginning January 1: >> 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
BEGINNING RESERVE BALANCE $257,701.00 $101,319.97 $10,472.93 $1,754.42 $44,950.09 $117,418.05 $166,524.68 $152,584.02 $235,163.76 $100,670.59 $168,617.16 $221,386.20 $314,092.46 $307,379.16 $295,427.91 $349,806.82 $423,224.53 $430,230.15 $515,727.97 $511,477.70 $559,395.23 $683,648.86 $714,405.52 $637,851.44 $744,286.21 $778,283.75 $924,262.76 $988,678.43 $1,098,388.38 $1,226,007.19 30 Yr Total Expenditures
Expenditures Projected for Fiscal Year (detailed above) $240,931.28 $206,024.77 $166,460.38 $35,855.92 $9,643.74 $36,113.24 $101,742.35 $8,828.82 $227,493.08 $28,703.51 $47,481.09 $11,631.89 $114,278.21 $122,799.09 $60,506.04 $45,803.19 $116,024.45 $42,224.78 $135,919.94 $88,335.11 $17,456.65 $115,642.07 $226,742.49 $49,466.51 $127,065.73 $21,490.04 $108,829.76 $69,918.84 $58,739.99 $60,809.98 $2,702,962.94
Funding Status as of Fiscal Year Start Date $16,769.72 $104,704.80 $155,987.45 $34,101.50 $35,306.35 $81,304.81 $64,782.33 $143,755.20 $7,670.68 $71,967.08 $121,136.07 $209,754.31 $199,814.25 $184,580.07 $234,921.87 $304,003.63 $307,200.08 $388,005.37 $379,808.03 $423,142.59 $541,938.58 $568,006.79 $487,663.03 $588,384.93 $617,220.48 $756,793.71 $815,433.00 $918,759.59 $1,039,648.39 $1,165,197.21

2011 Member Contributions
Member Contributions Projected for Reserves $84,540.00 $84,040.00 $115,134.80 $157,734.68 $78,867.34 $81,430.53 $84,077.02 $86,809.52 $89,630.83 $92,543.83 $95,551.51 $98,656.93 $101,863.28 $105,173.84 $108,591.99 $112,121.23 $115,765.17 $119,527.54 $123,412.18 $127,423.08 $131,564.33 $135,840.17 $140,254.97 $144,813.26 $149,519.69 $154,379.08 $159,396.40 $164,576.78 $169,925.53 $175,448.11 $181,150.17 $3,685,223.77

Total Net Interest Earnings
Net Projected Interest Earnings Contribution to Reserves (1.4% yield minus 30% tax) $510.25 $42.93 $7.19 $184.26 $681.17 $1,142.85 $992.17 $1,777.72 $456.08 $1,098.57 $1,593.21 $2,474.86 $2,391.08 $2,255.85 $2,763.73 $3,455.73 $3,502.54 $4,310.42 $4,246.59 $4,688.32 $5,870.12 $6,143.76 $5,375.15 $6,381.60 $6,684.19 $8,072.65 $8,668.64 $9,703.26 $10,910.70 $12,164.55 $118,550.10 3.12%

Fiscal Year Projected ENDING RESERVE BALANCE $101,319.97 $10,472.93 $1,754.42 $44,950.09 $117,418.05 $166,524.68 $152,584.02 $235,163.76 $100,670.59 $168,617.16 $221,386.20 $314,092.46 $307,379.16 $295,427.91 $349,806.82 $423,224.53 $430,230.15 $515,727.97 $511,477.70 $559,395.23 $683,648.86 $714,405.52 $637,851.44 $744,286.21 $778,283.75 $924,262.76 $988,678.43 $1,098,388.38 $1,226,007.19 $1,358,511.93 Accrued 12/31/41 Depreciation
$2,585,628.00

2011 Depreciation Funded 12/31/41
Average per unit monthly contribution $108.38 $107.74 $147.61 $202.22 $101.11 $104.40 $107.79 $111.29 $114.91 $118.65 $122.50 $126.48 $130.59 $134.84 $139.22 $143.75 $148.42 $153.24 $158.22 $163.36 $168.67 $174.15 $179.81 $185.66 $191.69 $197.92 $204.35 $211.00 $217.85 $224.93 $232.24 52.54%
Member Contribution Dollar Amount Increase/Decrease from previous year -$0.64 $39.87 $54.62 -$101.11 $3.29 $3.39 $3.50 $3.62 $3.73 $3.86 $3.98 $4.11 $4.24 $4.38 $4.52 $4.67 $4.82 $4.98 $5.14 $5.31 $5.48 $5.66 $5.84 $6.03 $6.23 $6.43 $6.64 $6.86 $7.08 $7.31
Member Contribution Percentage Increase/Decrease from previous year -0.59% 37.00% 37.00% -50.00% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% 3.25% Accrued Depreciation 1/1/2012

2011 $1,104,153.55
Average Per Unit Total Annual Reserve Assessment $1,300.62 $1,292.92 $1,771.30 $2,426.69 $1,213.34 $1,252.78 $1,293.49 $1,335.53 $1,378.94 $1,423.75 $1,470.02 $1,517.80 $1,567.13 $1,618.06 $1,670.65 $1,724.94 $1,781.00 $1,838.89 $1,898.65 $1,960.36 $2,024.07 $2,089.85 $2,157.77 $2,227.90 $2,300.30 $2,375.06 $2,452.25 $2,531.95 $2,614.24 $2,699.20 $2,786.93 Depreciation Funded 1/1/2012
Increase/Decrease from previous year $7.70 $478.38 $655.38 $1,213.34 $39.43 $40.72 $42.04 $43.40 $44.82 $46.27 $47.78 $49.33 $50.93 $52.59 $54.30 $56.06 $57.88 $59.76 $61.71 $63.71 $65.78 $67.92 $70.13 $72.41 $74.76 $77.19 $79.70 $82.29 $84.96 $87.72 23.00%

CRITICAL YEAR 50% DECREASE
            Spending thru 2014: $613,416.43
           Contributions thru 2014: $356,909.48

Specific disclosures regarding reserves and other funding means are required by Minnesota Statute 515B.4-107.  Detailed funding 

policies and distribution of a funding matrix will help the association satisfy disclosure requirements and manage owner 

expectations .   Reserve funding policies must satisfy both statutory and governing document requirements.  To ensure the validity 

of your policies, if uncertainty exists, we recommend the client obtain verification from a real estate attorney specializing in 

community association law.  A written legal opinion is preferred.  A formal reserve funding policy resolution can then be drafted, 

adopted by the board and permanently preserved, together with the legal opinion. 
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2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041
Expenditures $240,931.28 $206,024.77 $166,460.38 $35,855.92 $9,643.74 $36,113.24 $101,742.35 $8,828.82 $227,493.08 $28,703.51 $47,481.09 $11,631.89 $114,278.21 $122,799.09 $60,506.04 $45,803.19 $116,024.45 $42,224.78 $135,919.94 $88,335.11 $17,456.65 $115,642.07 $226,742.49 $49,466.51 $127,065.73 $21,490.04 $108,829.76 $69,918.84 $58,739.99 $60,809.98
Contributions $84,040.00 $115,134.80 $157,734.68 $78,867.34 $81,430.53 $84,077.02 $86,809.52 $89,630.83 $92,543.83 $95,551.51 $98,656.93 $101,863.28 $105,173.84 $108,591.99 $112,121.23 $115,765.17 $119,527.54 $123,412.18 $127,423.08 $131,564.33 $135,840.17 $140,254.97 $144,813.26 $149,519.69 $154,379.08 $159,396.40 $164,576.78 $169,925.53 $175,448.11 $181,150.17
Interest Earnings $510.25 $42.93 $7.19 $184.26 $681.17 $1,142.85 $992.17 $1,777.72 $456.08 $1,098.57 $1,593.21 $2,474.86 $2,391.08 $2,255.85 $2,763.73 $3,455.73 $3,502.54 $4,310.42 $4,246.59 $4,688.32 $5,870.12 $6,143.76 $5,375.15 $6,381.60 $6,684.19 $8,072.65 $8,668.64 $9,703.26 $10,910.70 $12,164.55
Year End Balance $101,319.97 $10,472.93 $1,754.42 $44,950.09 $117,418.05 $166,524.68 $152,584.02 $235,163.76 $100,670.59 $168,617.16 $221,386.20 $314,092.46 $307,379.16 $295,427.91 $349,806.82 $423,224.53 $430,230.15 $515,727.97 $511,477.70 $559,395.23 $683,648.86 $714,405.52 $637,851.44 $744,286.21 $778,283.75 $924,262.76 $988,678.43 $1,098,388. $1,226,007. $1,358,511.
Monthly Per Unit Contribution $107.74 $147.61 $202.22 $101.11 $104.40 $107.79 $111.29 $114.91 $118.65 $122.50 $126.48 $130.59 $134.84 $139.22 $143.75 $148.42 $153.24 $158.22 $163.36 $168.67 $174.15 $179.81 $185.66 $191.69 $197.92 $204.35 $211.00 $217.85 $224.93 $232.24
Monthly Change From Previous Year -$0.64 $39.87 $54.62 -$101.11 $3.29 $3.39 $3.50 $3.62 $3.73 $3.86 $3.98 $4.11 $4.24 $4.38 $4.52 $4.67 $4.82 $4.98 $5.14 $5.31 $5.48 $5.66 $5.84 $6.03 $6.23 $6.43 $6.64 $6.86 $7.08 $7.31

Sample Condominium Association
Reserve Analysis for Fiscal Year 2012

EXAMPLE Incremental Underfunding Recovery Scenario
Directed Cash Flow (DCF) Modeling Excel Spreadsheet

Projected Depreciation Funded 12/31/2041:  53%
Depreciation Funded 1/1/2012:  23%

Expenditures Contributions Interest Earnings Year End Balance Monthly Per Unit Contribution Monthly Change From Previous Year
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On May 27, 2011 Minnesota Statutes 2010, section 515B.3-1141 was amended to read: 
515B.3-1141 REPLACEMENT RESERVES. 
(a) The association shall include in its annual budgets replacement reserves projected by the board to be 

adequate, together with past and future contributions to replacement reserves, to fund the replacement of 
those components of the common interest community which the association is obligated to replace, by 
reason of ordinary wear and tear or obsolescence, subject to the following: 
(1) The amount annually budgeted for replacement reserves shall be adequate, together with past 

and future contributions to replacement reserves, to replace the components as determined based 
upon the estimated remaining useful life of each component; provided that portions of replacement 
reserves need not be segregated for the replacement of specific components. 

(2) Unless otherwise required by the declaration, annual budgets need not include reserves for the 
replacement of  
(i) components that [have] a remaining useful life of more than 30 years, or  
(ii) components whose replacement will be funded by assessments authorized under section 
515B.3-1151(e)(1), or approved in compliance with clause (5). 

(3) The association shall keep the replacement reserves in an account or accounts separate from the 
association's operating funds, and shall not use or borrow from the replacement reserves to 
fund the association's operating expenses, provided that this restriction shall not affect the 
association's authority to pledge the replacement reserves as security for a loan to the 
association. 

(4) The association shall reevaluate the adequacy of its budgeted replacement reserves at least every 
third year after the recording of the declaration creating the common interest community. 

(5) Unless otherwise required by the declaration, after the termination of the period of declarant 
control, and subject to approval  
(i) by the board and  
(ii) by unit owners, other than declarant or its affiliates, of units to which 51 percent of the votes in 
the association are allocated, the association need not annually assess for replacement reserves 
to replace those components whose replacement is planned to be paid for by special 
assessments, if the declaration authorizes special assessments, or by assessments levied under 
section 515B.3-1151(e)(2).  
The approval provided for in the preceding sentence shall be effective for no more than the 
association's current and three following fiscal years, subject to modification or renewal by the 
same approval standards. 

(6) Unless otherwise required by the declaration, subsection (a) shall not apply to a common 
interest community which is restricted to nonresidential use. 

(b) Unless the declaration provides otherwise, any surplus funds that the association has remaining after 
payment of or provision for common expenses and reserves shall be  
(i) credited to the unit owners to reduce their future common expense assessments or  
(ii) credited to reserves, or any combination thereof, as determined by the board of directors. 

(c) This section applies to common interest communities only for their fiscal years commencing on or after 
January 1, 2012.  
 

 

RESERVE DATA ANALYSIS, INC. 
 

   www.RDAmidwest.com                                         1409 Osborne Road Northeast - Minneapolis, Minnesota 55432
MPLS (612) 616-4817 - TOLL FREE: (866) 780-7943 - FAX: (866) 484-7943

Email: info@RDAmidwest.com
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Reserve Data Analysis ● Example Association Maintenance Responsibility and Funding Matrix 

  Means by Which Funding is Provided 
 
 
 
 
 
Component Description 

 
 
Level of 
Service - 
Maintain; 
Repair; 
Replace. 

1 
 
 
Funding to 
accrue in 
Reserve 
Budget. 

2 
Reserve 
Funding to 
begin when 
remaining 
life 30 years 
or less. 

3 
Reserve 
Funding 
assessed 
only to 
unit(s) 
benefited. 

4 
Expense  
Special 
Assessed 
among all 
units when 
incurred. 

5 
Expense 
charged to 
benefited 
owner(s) at 
time cost 
incurred. 

6 
Maintenance, 
repair & 
replacement 
is direct 
homeowner's 
responsibility.

7 
 
 
 
OTHER: 
Specify 
Below 

8 
Funding 
to be 
included in 
annual 
Operating 
Budget. 

Roofs: composite shingles, architectural grade, 30 year warranty. Repair         X 
Replace X        

Siding: standard grade Dutch Lap vinyl Repair      X    
Replace X        

Soffit & Fascia: prefinished metal. Repair        X 
Replace X        

Gutters & Downspouts - Standard Quantity common to all units. Repair        X 
Replace X        

Gutters & Downspouts - Non-Standard extra guttering; added by unit 
owner. 

Repair      X   
Replace      X   

Common area sidewalks Repair        X 
Replace X        

Unit Sidewalks Repair     X    
Replace     X    

Unit Stoops Repair      X   
Replace      X   

Unit Patios Repair      X   
Replace      X   

Unit Decks & Railings Paint/Stain     X    
Repair      X   

Replace      X   
Unit Windows Repair      X   

Replace 50%    50%    
Unit Doors Paint X        

Repair      X   
Replace      X   

Unit Exterior Lighting Repair      X   
Replace X        

Garage Aprons Repair     X    
Replace     X    

Overhead Garage Doors Paint X        
Repair      X   

Replace X        
Garage Door Openers All      X   
Concrete Curbs & Gutters 
Replacement scheduled to coincide with street reconstruct @ 40 years. 

Repair        X 
Replace  X       

Driveways - Asphalt  
 
 
Sealcoat replaces lost aggregate fines & binders. 
 
Midlife failures provides for replacement of failed base and subsoil. 
 

Annual Clean, 
crack seal, 

minor repairs

       X 

Sealcoat X        
Midlife 

Failures 
X        

Replace X        
Streets 
 
 
 
Chipcoat provides new wear surface and UV protection. 
 
Midlife failures provides for replacement of failed base and subsoil. 
Overlays & reconstruction scheduled to Alternate at 20 year intervals. 

Annual 
Cleaning, 

crack seal, 
minor repairs

       X 

Chipcoat X        
Midlife 

Failures 
X        

Overlay X        
Reconstruct  X       

Continued on next page 



 
Continued from previous page  Means by Which Funding is Provided 
 
 
 
 
 
Component Description 

 
 
Level of 
Service - 
Maintain; 
Repair; 
Replace. 

1 
 
 
Funding to 
accrue in 
Reserve 
Budget. 

2 
Reserve 
Funding to 
begin when 
remaining 
life 30 years 
or less. 

3 
Reserve 
Funding 
assessed 
only to 
unit(s) 
benefited. 

4 
Expense  
Special 
Assessed 
among all 
units when 
incurred. 

5 
Expense 
charged to 
benefited 
owner(s) at 
time cost 
incurred. 

6 
Maintenance, 
repair & 
replacement 
is direct 
homeowner's 
responsibility.

7 
 
 
 
OTHER: 
Specify 
Below 

8 
Funding 
to be 
included in 
annual 
Operating 
Budget. 

Entrance - Wrought Iron, Gates All        X 
Mailboxes: Cluster Box Units Repair       USPS  

Replace X        
Street, traffic & directional signs Repair        X 

Replace X        
Monument Signs Repair        X 

Replace X        
Keystone Retaining Walls Repair        X 

Replace X        
Landscape: periodic refurbishment, rock beds, tree trimming, etc. Refurbish X        
Shrubs & Trees Replace        X 
Irrigation System: 
Backflows inspected annually; repair/replace as-needed or minimum 5 year 
interval per state law. 
Total system replacement unbudgeted; individual zones or areas may be 
replaced upon failure.  Special assessment will be required if total system 
replacement becomes necessary or desirable. 

Replace 
Controller 

X        

Backflow 
Valve 

       X 

Repairs        X 
Replace     X     

Sanitary Sewer Lateral Lines to homes All     X    
Water lines from valve to structure All     X    
Water Mains; sanitary sewer; storm sewer lines, catch basins, etc. All      If assessed City  
TV Inspect all sewer lines before street reconstruction. Inspection  X       
Streetlights All       Utility Co.  
Boat Slips: All     X    
Main Dock Repair        X 

Replace X        
Reserve Study Update with On-site Review, 3 year intervals. Update X        

 
 

1) These expenses are budgeted to accrue in the association's replacement reserve 
account and are included in the annual assessment. 

2) These expenses are not currently budgeted in reserves but are to be added when 
the estimated remaining life falls within 30 years. 

3) These expenses are budgeted to accrue in replacement reserves. However, their 
reserve contributions are assessed only to the benefited unit(s). 

4) These expenses are to be special assessed, if the declaration allows special 
assessments, against all owners at the time the expense is incurred. The board and 
at least 51% of unit owners must approve exclusion from reserve funding at least 
every 3 years. NOTE: Declaration may limit implementing Special Assessments. 

5) These expenses are to be assessed only against benefited owners at the time the 
expense is incurred. Unless the declaration requires otherwise, Limited Common 
Elements may be excluded [5115B.3-115(e)(1)] from reserve funding simply by 
policy. For so-called “benefit assessments” [515B.3-115(e)(2)], both the board and at 
least 51% of unit owners must approve exclusion from reserve funding at least every 
3 years.  

6) The administrative and financial obligations are the homeowners direct and individual 
responsibility, subject to community standards. 

7) These expenses are funded by the entity or means noted. 
8) These expenses are to be included in the association's annual operating budget for 

the year in which they occur. 
Note: Funding obligations and options are subject to the association's declaration as well as statutory stipulations. 

Minnesota Statute was amended in 2010 & 2011 -- 515B.3-1141 Replacement Reserves. 
While the Amendment retains the basic standard for 'adequate' replacement reserves, it stipulates the basis on which reserves must be determined, but stops short of requiring a 
professional  ‘Reserve Study’.  It requires replacement reserves be kept separate from operating funds, and expressly prohibits the use of, or borrowing from, replacement reserves to 
fund the association's operating expenses.  The association must reevaluate the adequacy of its replacement reserves at least every third year after the recording of the declaration. 
Reserve funding is optional for Limited Common Elements and components with a remaining estimated useful life greater than 30 years. The Amendment includes a flexibility provision 
whereby, unless otherwise provided by the declaration, after the termination of the period of declarant control the association may fund certain replacement costs through special 
assessments (if the Declaration provides for special assessments) or other assessments rather than annual assessments; provided that such a plan is approved by the board and by 51% of 
unit owners-- excluding the declarant or its affiliates.  The vote must be reaffirmed at 3 year intervals, per 515B.3-1141(a)(5). 
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COMMON INTEREST COMMUNITY 
RESALE DISCLOSURE CERTIFICATE 

 
Name of Common Interest Community: _____________________________________________________ 
 
Name of Association: ____________________________________________________________________ 
 
Address of Association: __________________________________________________________________ 
 
Unit Number(s) (include principal unit and any garage, storage, or other auxiliary units):  
 
______________________________________________________________________________________ 
 
Common elements licensed under Minnesota Statutes, subsection 515B.2-109(e): 
 
______________________________________________________________________________________ 
 

The following information is furnished by the association named 
above according to Minnesota Statutes, section 515B.4-107. 

 
1. There is no right of first refusal or other restraint on the free alienability of the above unit(s) 
contained in the declaration, bylaws, rules and regulations, or any amendment to them, except as 
follows:  
 
______________________________________________________________________________________ 
 
2. The following periodic installments of common expense assessments and special assessments are 
payable with respect to the above unit(s): 
 

a. Annual assessment installments: $ ____________ ___ Due: _______________ 
 
b. Special assessment installments: $ _______________ Due: _______________ 
 
c. Unpaid assessments, fines, or other charges:  

    (1) Annual   $ ______________________________ 

    (2) Special   $ ______________________________ 

    (3) Fines   $ ______________________________ 

    (4) Other Charges  $ ______________________________ 

d. The association has/has not (strike one) approved a plan for levying certain common 
expense assessments against fewer than all the units according to Minnesota Statutes, 
subsection 515B.3-115(e).  

If a plan is approved, a description of the plan is attached to this certificate. 
 
3. In addition to the amounts due under paragraph 2, the following additional fees or charges other 
than assessments are payable by unit owners (include late payment charges, user fees, etc.): 
 

____________________________________________________________________________________ 
 

4. There are no extraordinary expenditures approved by the association, and not yet assessed, for the 
current and two succeeding fiscal years, except as follows: _________________________ 
 

____________________________________________________________________________________ 
 

____________________________________________________________________________________ 
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5. The association is obligated to replace the following components of the common interest community: 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 

   The association has the following amounts in its reserves for replacement of those components: 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
The replacement of the following components is funded by assessments levied only against the unit or 
units served by the component, pursuant to Minnesota Statutes subsection 515B.3-115(e) (1) or (2). 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
 
6. The following documents are furnished with this certificate according to statute: 

a. The most recent regularly prepared balance sheet and income and expense statement of the 
association. 

b. The current budget of the association. 
 
7. There are no unsatisfied judgments against the association, except as follows (identify creditor and 
amount): 
 
_______________________________________________________________________________________ 
 
8. There are no pending lawsuits to which the association is a party, except as follows (identify and 
summarize status): 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
9. Description of insurance coverages: 

 
a. The association provides the following insurance coverage for the benefit of unit 

owners: (Reference may be made to applicable sections of the declaration or bylaws; 
however, any additional coverages should be described in this space)  

_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 

 
b. The following described fixtures, decorating items, or construction items within the 

unit referred to in Minnesota Statutes, subsection 515B.3-113(b), are insured by the 
association (check as applicable): 

 
_____ Ceiling or wall finishing materials 
_____ Finished Flooring 
_____ Cabinetry 
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_____ Finished millwork 
_____ Electrical, heating, ventilating and air conditioning equipment or plumbing       
        fixtures serving a single unit 
_____ Built-in appliances 
_____ Improvements and betterments as originally constructed 
_____ Additional improvements and betterments installed by unit owners 

 
10. The board of directors of the association has not notified the unit owner -- 

(i) that any alterations or improvements to the unit or to the limited common elements assigned 
to it violate any provision of the declaration; or  

(ii) that the unit is in violation of any governmental statute, ordinance, code, or regulation,  
          --except as follows: 
 

_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
11. The remaining term of any leasehold estate affecting the common interest community and the 
premises governing any extension or renewal of it are as follows: 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
12. This Resale Disclosure Certificate is given in connection with the resale of a unit by a unit owner 
who is not a declarant and who, therefore, is not liable for express warranties under Minnesota 
Statutes, section 515B.4-112 or implied warranties under Minnesota Statutes, section 515B.4-113. 
The conveyance of this unit may, however, result in a transfer of pre-existing warranties made by a 
declarant under the referenced statutes, subject to the terms of Minnesota Statutes, sections 515B.4-
114 and 515B.4-115. 
 
13. In addition to the above, the following matters affecting the occupancy or use of the unit, or 
the unit owner's obligations with respect to the unit, are deemed material: 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
_______________________________________________________________________________________ 
 
I hereby certify that the foregoing information and statements are true and correct as of 
 
 ___________________    _______________________________________ 
  (Date) 
 
        By: ____________________________________ 

        Title: __________________________________ 
              (Association representative) 

        Address: _______________________________ 

        Phone Number: __________________________ 
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RECEIPT 
[Of Common Interest Community Resale Disclosure Documents] 

 
In addition to the foregoing information furnished by the association, the unit owner is obligated to 
furnish to the purchaser before execution of any purchase agreement for a unit or otherwise before 
conveyance, copies of the following documents relating to the association or to the master 
association (as applicable): the declaration (other than any common interest community plat), 
articles of incorporation, bylaws, rules and regulations (if any), and any amendments to these 
documents. Receipt of the foregoing documents, and the resale disclosure certificate, is 
acknowledged by the undersigned buyer(s). 
 
 
 
Dated: ___________________   ______________________________________ 
                (Buyer) 
 
 
Dated: ___________________   ______________________________________ 
                (Buyer) 
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XYZ Homeowners Association 
RDA (SAMPLE) POLICY ON RESERVES 

Adopted: xx/xx/xxxx 
Definitions: 
 

The determination of whether an expense should be labeled an operational expense, a reserve expense, or excluded altogether 
from a budget is sometimes subjective.  Since this classification may have a major impact on the financial plans of the association, 
subjective determinations should be minimized.   
Therefore, for purposes of this policy: 
 

"Operational Expenses" and "Operating Budget Items" shall be defined as expenses, which are identified by 
the Board of Directors, as occurring on an annual or greater frequency, no matter the size of the expense, and are 
considered by the Board to be effectively budgeted for on an annual basis.  They are characterized as being 
reasonably predictable both in terms of frequency and cost.  Operational expenses normally include all minor 
expenses which would not otherwise adversely affect an operational budget from one year to the next.  

 

"Reserve Expenses" and "Reserve Budget Items" shall be defined as expenses, which are identified by the 
Board of Directors, as major expenses which occur other than annually and which are budgeted for in advance in 
order to provide the necessary funds in time for their occurrence.  Reserve expenses are generally reasonably 
predictable both in terms of frequency and cost.  However, they may include significant components which have an 
indeterminable but potential liability to the development and which may be demonstrated as a likely occurrence.  
They are expenses, which when incurred, would have a significant effect on the smooth operation of the budgetary 
process from one year to the next, were they not reserved for in advance.   

 

Reserve budgets for associations normally do not include repairs or replacements of assets which are deemed to 
have an estimated useful life equal to or exceeding the estimated useful life of the facility or development itself, or 
exceeding the legal life of the development as defined in an association's governing documents.  Also excluded are 
insignificant expenses which may be covered either by an operating or reserve contingency, or otherwise in a 
general maintenance fund.  Costs which are caused by acts of God, accidents or other occurrences which are more 
properly insured for, rather than reserved for, are also normally excluded.    

 

Section I:   As soon as possible after construction of the initial phase of the project, the Association shall cause a Reserve 
Study to be completed incorporating all aspects of the existing development.  The study, and written report, must meet or 
exceed the National Reserve Study Standards of the Community Associations Institute (CAI) of Alexandria, Virginia 
(www.caionline.org) and be performed by a qualified person with experience in conducting such studies.  The Reserve 
Study preparer shall abide by the CAI Code of Ethics for Reserve Specialists (whether credentialed or not) and shall certify 
full compliance with all these aforementioned requirements. 
 

Section II: The Board of Directors for the association shall review the completed reserve study for content and take all 
necessary precautions to assure that the analysis is as complete and accurate as possible, and that the analysis accurately 
reflects the goals , policies and procedures set forth and practiced by the Association.  
 

Section III: The Board of Directors shall adopt a reserve funding plan calculated to avoid special assessments and to 
assure that the Association will accrue adequate reserves on a cumulative basis to meet its obligations in maintaining the 
development in a good state of repair, in accordance with its own policies, and in accordance with the requirements set forth 
by the Association's governing documents and applicable statutes.  In adopting a funding plan, the Board of Directors shall 
act in good faith, in a manner believed to be in the best interest of the present and future membership, and with such care as 
an ordinarily prudent and reasonable person in like position would use under similar circumstances. 
 

Section IV: All reserve funds shall be segregated from other association monies and shall be invested only in accounts 
or instruments fully guaranteed against any loss of principal and accrued interest earnings.  Expenditures of reserve funds for 
items contained in the reserve schedule are subject to prior approval by a vote (simple majority) of the Board of Directors.  
Expenditures of reserve funds for items NOT funded in the reserve schedule must first be approved by either a unanimous 
vote of the Board of Directors or by a vote (simple majority) of the entire membership.  Reserve funds may only be used for 
capital expenditures, except in the case of disbursements related to dissolution of the corporate entity.   
 

Section V:   The Board of Directors shall review the reserve study and adopted funding plan at least annually, and shall 
consider and implement any necessary adjustments to the reserve budget as a result of that review.  At least once every three 
years the Board of Directors shall cause an updated analysis of the reserve study to be conducted incorporating all new 
and/or changed aspects of the development.  This update must be performed in full compliance with Section I, above, and shall 
meet the level of service "Update with Site Visit" as defined by the National Reserve Study Standards. 
Revised November, 2005 



NAME OF ASSOCIATION DATE

REPRESENTATIVE TELEPHONE

PART 1  •  PROJECTED RESERVE BALANCE
Please estimate the reserve balance at the beginning of the fiscal year for which this report is being
prepared.

PART 2  •  RESERVE EXPENDITURES SINCE LAST STUDY
Please provide the following information for reserve expenditures completed since the last RDA reserve
study.

Or make appropriate notations on past RDA reserve study and mail copy to us.
COMPLETION

DATE
QUANTITY/

UNITSRDA  ASSET # DESCRIPTION COST

RESERVE UPDATE WORKSHEET page 1 of 2

1

2

3

4

5

6

CURRENT RESERVE BALANCE:    _____ / _____ /_____

MONTHLY CONTRIBUTION TO RESERVES:

NUMBER OF MONTHS TO END OF CURRENT FISCAL YEAR:

REMAINING CONTRIBUTIONS  (Line 2 x Line 3):

ANTICIPATED EXPENDITURES (List IN PART 3):

PROJECTED RESERVE BALANCE (Line 1 + Line 4 - Line 5):



PART 3  •  ANTICIPATED RESERVE EXPENDITURES
Please indicate any anticipated reserve expenditures to be completed this fiscal year.

COMPLETION
DATE

QUANTITY/
UNITSRDA  ASSET # DESCRIPTION COST

PART 4  •  ADDITIONAL CHANGES, ADDITIONS OR COMMENTS
Please indicate any additional changes, report additions or comments.

page 2 of 2

Please return Update Worksheet and any additional information to:

RESERVE DATA ANALYSIS - MIDWEST        Phone:  (612) 616-4817     (866) 780-7943
1409 Osborne Road NE                         Fax:  (763) 780-7943     (866) 484-7943
Minneapolis, MN 55432-2843 info@rdamidwest.com

Thank you! www.rdamidwest.com



 
 

RESERVE DATA ANALYSIS - MIDWEST 
  

   www.RDAmidwest.com                                  1409 Osborne Road Northeast - Minneapolis, Minnesota 55432 
MPLS (612) 616-4817 - TOLL FREE: (866) 780-7943 - FAX: (866) 484-7943 

Email: info@RDAmidwest.com 
 

Protect Your Association Finances 
Volunteer boards of directors of condominiums, cooperatives, and homeowners' 

associations often perform a number of functions vital to the successful self-governance 
of the association: fostering community harmony, maintaining common areas and 
establishing and enforcing rules. 

The ability of the association to perform these functions depends upon its success as a 
business.  One of the most important business functions of the board is to oversee the 
association's financial well-being.  Here are several proven practices that will help 
protect association finances.  Before implementing the following suggestions, however, 
always check your governing documents and state statutes. 

1 Conduct An Annual Audit, Review Or Compilation. 
A certified public accountant (CPA), selected by the 

association board, should conduct an annual analysis of the 
association's finances.  The accountant should have access to 
original books and records. All personnel, contractors, and 
volunteers should cooperate fully during the course of the 
analysis. 

The association board may request one of three levels of 
service from the accountant: compilation, review or audit. 

In a compilation, the accountant presents the association's 
financial statements in a manner consistent with generally 
accepted accounting principles. A compilation involves little 
analysis and no confirmation of balances. Often, the accountant 
will prepare the yearend adjustments, such as accounts payable 
or income tax accruals. 

In a review, the accountant investigates record-keeping 
practices and accounting policies and analyzes the statements. 
The accountant prepares disclosures on unusual items or trends 
that may require explanation. 

In an audit, the accountant performs a more thorough analysis, 
which may include confirming bank balances, making physical 
inspections, and tracing transactions to invoices and evidence of 
payments. Although an audit is a more comprehensive 
examination of an association's financial statements, it is not an 
analysis of the board's policy decisions or its use of resources. 
After the analysis is completed, the accountant expresses an 
opinion based on the results of the audit tests and examinations. 
The opinion is independent of the association and management. 

Before deciding which method to use, check association 
documents and state statutes. A full audit may be required. And 
always consider conducting a review or audit when a major 
change is made in the way the association handles its finances 
(e.g., transition from developer to owner control or a change in 
management) 
2 Ask For A Management Letter. 

Ask your accountant for a management letter. In this letter, the 
accountant reports any weaknesses in the association's financial 
systems, as well as issues concerning internal control, income 
tax, reserves, and document compliance. The cost of the report 
is minor compared to the consequences of an inadequately 
scrutinized financial system. After the accountant has written 
the management letter, he or she should review it with the board 

3 Reconcile Statements Quarterly. 
The board should review bank statements or passbooks for all 

cash accounts at least every three months. The board must see 
that bank statements are reconciled in a timely fashion. If the 
treasurer reconciles the bank statements, then the board should 
designate another person to review the reconciliation. If the 
reconciliations are done by a manager, management agent, or 
bookkeeping service, the treasurer of the board should carefully 
evaluate the system, its internal controls, and the reconciliations 
and calculations. 
4 Request Monthly or Quarterly Financial Statements. 

The accountant should submit a financial report to the board at 
least every three months.  The report should include a balance 
sheet, profit and loss statement, and a comparison of the budget 
to actual expenditures. The financial statements should show 
activity for both the operating and reserve funds.  The financial 
statements may be prepared on either a cash, accrual, or 
modified cash basis. The accrual method is effective for most 
associations because it matches revenues to expenses incurred 
more accurately Regardless of the accounting method used by 
the association, the board should monitor an aged list of 
accounts receivable (delinquencies) and accounts payable 
(unpaid hills) 

The financial report should he accompanied by an explanation 
of any significant variances, such as significant cash surpluses, 
shortages, excessive accounts payable or receivable, or major 
budget overruns The board should investigate any excessive 
variance and ask questions if the financial statements are not 
produced 15 to 30 days after the close of the period The board 
should closely review the income statement, compare it with the 
budget, and question any major difference. 
5 Exclusive Board Control of Reserve Transactions. 

The board must have full and 
separate control over the 
association's reserve account(s), 
including the signatory control of 
bank accounts. All transactions 
made by board designees should be 
reported and verified in writing. 
These transactions should he 
approved by the board, and that 



approval should be documented in the board's meeting minutes. 
The reserve cash funds should be separate from the operating 
cash accounts. A reserve study should be prepared every three to 
five years, and it should be reviewed annually. This study 
should be used in reviewing the adequacy of reserves, as well as 
the funding and spending of reserve funds. 
6 Investment Policy That Ensures Safety of Principal. 

The board must decide where and when to invest. CAIs 
Accountant's Committee recommends (and many association 
documents require) that all association funds be invested in 
government-insured accounts or instruments of similar security. 
Make sure the balances do not exceed the bank's or fiduciary's 
insurance limits.  Safety of principal is the utmost investment 
objective for associations, not high yields. The higher the yield 
is, the riskier the investment.  Deal only with licensed, insured, 
and bonded brokers and agents. 
7 Do Not Commingle Association Funds. 

The association's funds should not be commingled with the 
funds of any other organization. If the association does 
commingle funds, however, it should put the monies in a trust 
account with clearly defined safeguards. 
8 Prepare Written Collection Policies. 

The association should have a written collection policy for 
delinquent accounts receivable (the assessments). This policy 
should be distributed to the members and uniformly enforced to 
enhance collections; an association should obtain a bank 
lockbox so it can deposit assessments directly into its account. 
Such a system speeds up deposits. It also eliminates a number of 
"weak links" in the chain of financial management by ensuring 
that the vast majority of association funds are sent into the 
association's account without being handled by volunteers, 
employees, or agents. 
9 Determine Policy for Signatory Control. 

Associations should require two board signatures on all 
reserve checks, redemptions, or fund transfer requests. One of 
these signatures should be from an appropriate board officer 
(e.g., treasurer). For operating cash accounts, associations 
should consider requiring two signers for all checks above a 
certain limit. Though obtaining a second signature for checks on 
operating cash can be an inconvenience, associations should 
weigh the extra control and protection this procedure provides 
against any delays it may cause. 
10 Fidelity Bond for Manager &/or Employees. 

Associations must insist that the manager and/or employees 
are sufficiently bonded to cover all association funds reasonably 
at risk The association should also have its own fidelity bond to 
cover volunteers and any employees who either have access to 
or who handle funds. If possible, the association should add 
management employees and principals to the association's bond. 
Associations should require 60 days' notice prior to 
cancellations or nonrenewals of the management agent's or the 
association's bonds. 
11 Prohibit Kickbacks in Writing. 

Employment agreements and management contracts should 
specify that kickbacks from contractors, employees, or others 
are not allowed.  Also, associations should establish in writing 
that any benefits, credits, discounts, or free services provided by 
a financial institution or contractor must benefit the association, 
not the management agent, employee, or individual contractor. 

12 Require Written Disclosure of Conflicts of Interest. 
Insist that any significant relationship among prospective 

consultants, contractors, attorneys, accountants, etc. be disclosed 
prior to retaining their services. This policy should apply to the 
board, officers, and committees, as well as to employees and the 
manager. 
13 Purchase D&O Liability Insurance. 

The board of directors should have adequate Directors & 
Officers coverage to protect against lawsuits alleging errors or 
omissions by the board in the performance of its duties. 
14 Always Maintain Control of Association 
Documents. 

Documents generated by the association and the manager in 
the course of the manager's work, as well as association books 
and records, are the property of the association. They must be 
turned over to the association at the conclusion of the 
management contract. 
15 Establish Good Financial Procedures 

The board must ensure the safety of its financial systems 
and implement effective internal controls. Here are 
examples of good checks and balances: 
• Use multiple parties to handle cash, whether from 

assessments or from vending machines, guest fees, etc. 
• Require two signatures on all 

checks over a certain amount and 
on all reserve or investment 
transactions. 

• Do not allow the person who 
approves invoices to write checks. 

• Do not allow the person recording 
receipts to make deposits. 

• Minimize cash transactions. 
• Write all checks to the payee-not 

to "cash." 
• Pay all employees and vendors 

with a check. 
• Insist that all payments to the 

association are made out in the name of the association-not 
the manager, managing agent, or board member. 

• Deposit checks directly to the association's account on a daily 
basis or store overnight in a fireproof safe.  

• Reconcile bank statements monthly.  
• Arrange for annual audit, review, or compilation, including a 

management letter from the accountant. 
• Obtain an engagement letter from the association's accountant 

that defines the work and fees. 
• Conduct an annual review of all insurance policies, especially 

those policies relating to financial matters. 
• Review the association's tax status and tax planning for the 

upcoming year with an accountant. 
• Have a reserve study prepared every three to five years, then 

review that study annually. 
• If the association books are maintained on a cash basis, 

maintain the accounts receivable on the accrual basis. A 
report of payables should accompany the financial 
statements. 

 

 



The Board's Duty to Fund Association Reserves 
The primary responsibility of a 
common interest community is to 
preserve, protect and enhance the 
community as a whole.  Each 
director is responsible to ensure the 
association fulfills its obligations.  
State statutes legally define the 
standard of conduct for directors in 
their duty to oversee the affairs of 
the association. While Declarants 
and their appointed directors hold a 
fiduciary responsibility which 
demands the highest degree of care, 
all directors are legally obliged to 
execute their duties in a responsible 
manor, obtaining expert advice and 
counsel as necessary. This Standard 
of Conduct includes: acting in good 
faith (sincerity, fidelity, deference); 
prudence (common sense, caution, 
deliberation, circumspection); and 
loyalty (allegiance, best interest of 
the corporation).  Board members 
must never put their personal 
interest, or the interest of another, 
ahead of the association's.  Willful 
neglect and reckless misconduct are 
strictly taboo! 
A breach of duty occurs when the 
directors fail to perform an official 
duty or legal requirement. Non-
management is mismanagement.  
The courts have found board 
inaction to be a breach of duty and 
the Business Judgment Rule not 
applicable [Agassiz v Solum, ND 
Sup Ct. Civil No. 940184].  Some 
state statutes, and many association 
governing documents, explicitly 
require the association establish and 
maintain a capital reserve fund to pay 
for the eventual replacement of the 
parts of the community for which the 
association is responsible. To meet 
this obligation the reserve savings 
rate must be sufficient to meet the 
projected major repair and 
replacement costs.  To fulfill this 
duty to fund reserves it is essential 
that every association prepare a long 
range capital budget. The legal 
standard of conduct requires the 

board of directors perform their due 
diligence, including discovery, 
analysis, planning and action. 

 
If you haven't got a plan, you 

haven't done your due diligence. 
Due Diligence in preparing an 
adequate reserve fund budget 
requires discovery, planning and 
disclosure.  Discovery begins by 
compiling a comprehensive list of all 
the components which the association 
is responsible to maintain, repair or 
replace and which costs are to be 
reserved.  A physical and financial 
analysis is then conducted.  The 
National Reserve Study Standards 
outline the minimum criterion for 
conducting a reserve analysis. An 
inventory is prepared for each 
component, its replacement cost 
determined, its physical condition 
assessed and its remaining life is 
estimated.  This data is used to 
calculate accrued depreciation in 
order to evaluate the Reserve Fund 
Status.  The Fund Status is often 
stated as a percentage of the total 
accrued depreciation, summed for all 
reserve components.  For example, if 
the fund has $100,000.00 in reserve 
funds and $400,000.00 of 
depreciation it is 25% funded. (It also 
means that 75% of its accrued 
depreciation is unfunded.)  A 
projection of future reserve 
expenditures is also prepared. The 
board must select a funding goal, and 
an appropriate funding plan is then 
calculated.  Typical goals are:  
(1) Baseline Funding- Simply keep 
the reserve balance above zero or 
(2) Full Funding- Fund to a level 

equal to the Fully Funded Balance 
(total accrued depreciation) for all 
components. 
Disclosure regarding the 
association's reserve funds occurs by 
several means, including: special 
notice, annual reports of the treasurer, 
annual & interim financial 
statements, auditor's report, declarant 
disclosure and resale disclosure.  
Cover all the bases. 
Formal Reserve Policies help ensure 
conduct of good faith, loyalty, 
prudence and diligence.  For 
continuity, safety and long term 
success associations should adopt 
formal reserve policies-- preferably 
embedded in the association's by-
laws by means of an amendment.  
Policies created by simple board 
resolutions lack long-term 
effectiveness as they are too easily 
changed.  Exercise extreme caution 
when constructing your reserve 
policies. Your attorney can ensure 
proper execution of the amendment 
process and help you avoid 
stipulations which may adversely 
affect the association in the future.   
Reserve policies should address:  
(1) The board's duty to budget 
sufficiently to meet the funding goal. 
(2) Co-mingling reserve & operating 
funds, cash flow management 
parameters and borrowing. 
(3) Separate accounting or reporting 
requirements. 
(4) Investment stipulations-Safety, 
Liquidity & Yield. 
(5) Authorized and prohibited uses of 
funds. 
(6) Expenditure authorization 
requirements & account access. 
(7) Fidelity insurance. 
(8) Reserve Study Update intervals. 

Reserve Data Analysis, Inc.   
(612) 616-4817   (866) 780-7943 

       


	Report Cover
	Analyst's Summation
	Title Page
	Disclosures (2 pgs)
	Table of Contents & User Guide
	Comparative Analysis of Funding Plans + Financial Summaries, Charts & DCF Spreadsheet
	Full Funding Summary
	Full Funding Projections

	Baseline Funding Summary
	Baseline Funding Projections

	Current Funding Rate Summary
	Current Funding Rate Projections

	Distribution of Accumulated Reserves
	Funding Status Report
	Group Summary Report
	Charts & Graphs
	Annual Expenditure Details - Future Dollar Values
	Example Underfunding Recovery Scenario - Directed Cash Flow Modeling Spreadsheet
	DCF Funding Calculations
	DCF Chart (8.5" X 40" banner sheet)

	DCF Scenario w/10-year Loan (Includes Unit Windows)
	DCF Funding Calculations w/Loan & Unit Windows
	DCF Chart: Loan Scenario w/Unit Windows

	DCF Underfunding Recovery w/o Unit Windows
	DCF Calculations: Underfunding Recovery w/o Unit Windows 
	DCF Chart: No Loan; No Unit Windows


	Component Detail Reports
	Index

	Site Photos - 2011
	Appendix
	MN Statute 515B (2011) - Minnesota Common Interest Ownership Act
	3-103 Director Standard of Conduct 
	3-106 Annual Report Contents 
	3-107 Upkeep of CIC
	3-1141 Replacement Reserves
	3-115 Assessments for common expenses... created before 8/1/2010 
	3-115 Assessments for common expenses... created on or after 8/1/2010 
	4-105 Conversion properties
	4-107 Resale Disclosures and CERTIFICATE

	MN Resale Disclosure Certificate - form
	SAMPLE Maintenance & Funding Matrix
	Reserve Study Update Worksheets
	Protect Your Assets
	Board's Duty to Fund Reserves




