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Things you will learn in this presentation:
Part I
• What is a Reserve Study

o How Reserve Health is Determined
o Which Components Belong on a Reserve Study
o Reserve Strength 

Part II
• Consequences of Underfunding
• Funding Ideas
Part III
• How to read a Reserve Study in 5 minutes
• Frequency of Reserve Study updates
• Importance of a Reserve Study



• What is a Reserve Study?

Part I



Reserve for the Here & Now



COLORADO RESERVE STUDY LAW

C.R.S. 38-33.3-209.5(IX), requires a Reserve Study Policy to 
include:

(1) When the association has a reserve study prepared for 
the portions of the community maintained, repaired, 
replaced and improved by the association;
(2) Whether there is a funding plan for any work 
recommended by the reserve study;
(3) If there is a funding plan, the projected sources of 
funding for the work; and
(4) Whether the reserve study is based on a physical analysis 
and financial analysis.

Policy Templates available at reservestudy.com

http://www.cohoalaw.com/uploads/file/38-33_3-209_5.doc


What Are Reserves

Operating Reserves

Recurring Expense Recurring Expense

Month to Month & Year to Year Longer Term Timeline

Less Than 1% of Annual Budget Greater Than 1% of Annual Budget

As Needed Planned Expense



What Isn’t a Reserve Study?

• Engineering Report

• Structural Report

• Appraisal

• Insurance Audit



What’s Inside a Reserve Study?





Based on a visual site inspection & research







 Description
 The repair & replacement project

 Useful Life (UL)
 Estimate of how long component was designed to 

fulfill its intended function
 Remaining Useful Life (RUL)

 Estimate of how much longer component will 
perform its intended function

 Replacement Cost
 Current cost of repair/replacement

Component List Definitions



Reserve Component List

Description UL RUL Cost
Pool Furniture - Replace 5 0 $4,600
Pool - Resurface 10 5 $10,000
Roof - Replace 20 18 $80,000
Asphalt - Seal 5 2 $5,000
Asphalt - Resurface 20 2 $25,000
Building - Repaint 10 1 $50,000
Elevator - Modernize 20 5 $80,000
Hallways - Refurbish 8 6 $24,000
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Roof - Replace 20 18 $80,000
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Reserve Component List







Reserve Fund Strength

% Funded =
$ in Reserve Fund

$ in Deterioration
Physical deterioration can be expressed in monetary terms

by factoring in the Remaining Useful Lives (RULs)
& Replacement Costs of all the components

on the Component List. 



Reserve Fund Strength

aka “% Funded”

Provides a clear indication 
how financially prepared 
you are to make timely 
repair and replacement, 
where 100% funded is 
“ideal”.



Reserve Fund Strength

Risk of Cash-Flow problems & deferred 
maintenance





Consequences of Underfunding

Part II



Deferred Maintenance

• Capital Reserve Expenses get more expensive 
when ignored/deferred



Deferred Maintenance

5 Failure Modes

Inconsequential
Re-Evaluate
Obsolescence
Protection
Catastrophic







Lower Property Values



Lower Property Values

• A well funded association will increase the 
home resale value by 12%



Special Assessments & Loans

•Unfair to Brand New Owners
•Unfair to Future Owners



Funding a $250,000 Roof project
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Mortgage Difficulties…



(15 - 40%)

10%



How Much Money?
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Liability Exposure





Funding Ideas



• Using Your Reserve Study

Part III



How To Read A Reserve 
Study



How To Read A Reserve 
Study



How To Read A Reserve 
Study



Updating a Reserve Study

Boards who update their Reserve Study:

• Have demonstrably fewer special 
assessments

• Have a stable budget

• Ensure all owners pay their fair share

• Receive cost savings on Reserve Studies 
and projects



Benefits from a Reserve Study?

• Avoid Surprises

• Save Money

• Clear Communication on Repair & Replacement 
Priorities

• Preserve Property Values



Remember…

• Have a Reserve Study Completed

• Boards are Responsible

• Reserve Expenses are inevitable & predictable

• Reserve Expenses get more expensive when 
ignored/deferred

• Owners pay the cost - one way or another



Reserve for the Here & Now

Do you know (1) Property that needs a Reserve 
Study or an Update?



Please e-mail any follow-up 
questions or comments to:

Bryan Farley, RS
BFarley@ReserveStudy.com

303/394-9181

mailto:nico.march@wellsfargoadvisors.com?subject=CAI%20Webinar
mailto:BFarley@ReserveStudy.com
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