
With the passage of HB 107, 
common interest communities are 
now required to conduct Reserve 
Studies and fund reserves 
accordingly. 

This session will provide a deep dive 
into the Reserve Study process, 
including how replacement values 
of key components are determined 
and what should be included in 
funding estimates.

The Reserve Study Process

Speakers:
Peter Miller, RS, Miller+Dodson
Alicia Menefee, CMCA, AMS, FirstService Residential



With over 47,000 members, CAI has 64 chapters 
worldwide. CAI provides information, education and 
resources to the homeowner volunteers who govern 
communities and the professionals who support 
them. 

CAI members include association board members 
and other homeowner leaders, community managers, 
association management firms, and other 
professionals who provide products and services to 
community associations.

CAI is an international nonprofit 
membership organization dedicated 
to building better communities.



About the Speakers
Peter B. Miller, RS, EBP, Principal of Miller + Dodson Associates

Peter is widely recognized as one of the leading experts in the field of Reserve 
Studies and Strategic Reserve Planning for community associations and other 
not-for-profit membership organizations. 

A graduate of the College of Architecture and Urban Studies at Virginia Tech, 
Peter's experience with Reserve Studies and community associations began 
during the "condo conversion boom" of the late 1970's and early 1980’s. 

A 30-year volunteer with the Community Associations Institute, Peter has 
earned the professional designation of Reserve Specialist (RS) through CAI. 
Peter is a past-member of CAI’s International Board of Trustees. He served on 
the 1998 National Reserve Standards Committee and currently serves as a co-
chair of CAI’s Task Force on Reserves, Maintenance, and Building Safety which 
produced the revised 2023 National Reserve Study Standards.



About the Speakers
Alicia Menefee, CMCA, AMS, FirstService Residential

Alicia is a Senior Community Manager with FirstService Residential. With a 
Masters in Teaching from Frostburg State University, Alicia uses her background 
as an educator to guide volunteers and homeowners through community 
association living.

Alicia has served the Chesapeake Region Chapter of CAI in a variety of roles, 
including Chairing the Marketing and Communications Committee, serving on 
the Newsletter Committee, and most recently, serving on the County Legislative 
Monitoring Committee. Alicia holds both her CMCA (Certified Manager of 
Community Associations) and AMS (Association Management Specialist) 
designations through CAI and was the 2022 recipient of the Chesapeake 
Chapter’s Beacon of Light Award.



“Perhaps the greatest 

Duty of the Board of 

Directors is to Protect, 

Preserve and Enhance 

the value of the homes 

within the community!”

Robert Lyles, Esq. 



What are Reserves ?
AKA Capital Reserves, 
 Replacement Reserves,
 Reserve Fund.

Funds set aside as part of the annual 
budget for the future major repair 
and replacement of the common- 
and limited-common components 
which are the responsibility of the 
association to maintain and 
repair/replace.



How Do 
Reserves 

Protect, 
Preserve, & 

Enhance  
Property 

Values?

Ensure that funds are 
available when needed for 
timely replacements.

Ensure

Stabilize Normal Assessments, 
minimize need for special 
assessments or bank loans.

Stabilize

Provide for equitable 
distribution of replacement 
costs over time.

Provide



Legal Requirements Surrounding Reserves

HB107 Requirements 
• All residential condominiums, co-ops, and 

HOAs with more than $10k common 
elements must comply

• Study must be updated every 5 years
• Association must budget for 

recommended reserve amount 
• Reserve Specialist (RS) / Professional 

Reserve Analyst (PRA) requirements 



Legal Requirements Surrounding Reserves
SB63/HB292 
• Effective October 1, 2025
• Association must identify type of funding plan
• Must place funds into reserve bank account by the end of 

fiscal year
• Creates a request for financial hardship determination
• Progress must be reviewed at each Annual Meeting 
• Study must use itemized list with metrics
• Recommended funding must be attained within 5 years



Legal Review and Understanding Documents

Bylaws, Declaration, Articles of Incorporation
Plats, Plans, As-builts

•Common Elements
•Limited Common Elements
•Unit Components 

Maintenance

Repair

Replacement



Types of Studies 

Level I

Full Study

1
Level II

Update with 
Site Visit

2
Level III 

Update without 
Site Visit 

3
Level IV 

Preliminary (Not 
Constructed 
Yet)

4



Reserve Study Levels

TASKS
Level 1

Full
Level 2

Update w/ 
Site Visit

Level 3
Update w/o 

Site Visit

Level 4
Preliminary

Component Inventory X X*

Condition Assessment X X

Life & Valuation Estimates X X X X

Funding Status X X X X

Funding Plan X X X X

* Performed from design drawings



Image result for photos of underfunded reserves in HOA community

https://www.google.com/url?sa=i&rct=j&q=&esrc=s&source=images&cd=&ved=0ahUKEwim9ZaHvo_PAhUN6GMKHcAnAH0QjRwIBw&url=https://gogladly.com/blog/fully-funded-reserves-is-it-possible/&psig=AFQjCNE2UuC14KXg9Isa7D3faYF7fhY5NQ&ust=1473964034577779


Understanding Roles

MANAGER

RESERVE 
SPECIALIST

/ 
PROFESSIONAL 

RESERVE 
ANALYST

BOARD HOMEOWNER 



Lifecycle of a Study

Preparing for 
the Study

01
Conducting 
the Study

02
Interpreting 
the Study 

03
Implementing 
and Updating 
the Study

04



Preparing 
for the 
Study

RFP Creation 

Bidder Selection

Document Organization 

Inclusions and Exclusions

Operating Thresholds

Timing and Scheduling



Conducting the Study 

Identify 
Components

Quantify 
Components 

Estimate 
Replacement 

Costs

Determine 
Normal 

Economic Life

Estimate 
Remaining 
Useful Life

Compute 
Funding Draft Review Revision 

Process
Determine 

Funding Plan Final Report



Interpreting the Study 

Key parts of the study

Physical Analysis: 
components and 

conditions

Financial Analysis: 
funding status and 

funding plan  
Types of funding

Baseline 

Threshold 

Full 

Pooled/cash flow vs. 
Component



Cash Flow Method
Versus 

Component Method



 Illustration of the Different 
Mathematical Models

• One Project per year, staggered,

• Projects repeat every 4 yrs

• Cost of $12,000 per Project
• Four Projects:

• Year One - Painting, 
• Year Two - Seal Coat, 
• Year Three - Plumbing, 
• Year Four - Retaining Wall

 (Assume $Zero Starting Balance)  (Assume $Zero Threshold)



CASH FLOW  VS  COMPONENT
(Pooling vs Full Funding)

CASH FLOW (“Pooling”) METHOD
Treats Reserves as an aggregate “pool” of funds 

that provides adequate funding in each year.

COMPONENT (“Full Funding”) METHOD
Treats each Reserve Item as a separate “line 

item” budget.



Cash Flow Calculations
Year 1st 2nd 3rd 4th Total

COMPONENT
Cost x 

$1,000
Annual Contributions

Painting 

Year One
$12 3 3 3 3

Paving 

Year Two
$12 3 3 3 3

Plumbing 

Year Three
$12 3 3 3 3

Retaining Wall

Year Four
$12 3 3 3 3

Total Cost $48 $12 $12 $12 $12 $48



Component Calculations
Year 1st 2nd 3rd 4th Total

COMPONENT
Cost x 

$1,000
Annual Contributions

Painting 

Year One
$12 12 3 3 3

Paving 

Year Two
$12 6 6 3 3

Plumbing 

Year Three
$12 4 4 4 3

Retaining Wall

Year Four
$12 3 3 3 3

Total Cost $48 $25 $16 $13 $12 $66



Understand Inflation - 
CPI vs PPI

•Consumer Price Index (CPI)
• Food Costs
• Fuel Costs
• Electricity Costs
• Housing Costs (meaning rent)

•Producer Price Index (PPI)
•Manufacturing costs
• Construction costs

24 



Inflation Considerations





27 



28 



29 



Fannie Mae / Freddie Mac 
Funding Requirements

The new lending guidelines are intended to make potential 
condominium and co-op buyers aware of mechanical or structural 
concerns 

Updated questionaries specifically request dates and descriptions of  
critical or urgent repairs, copies of recent inspection reports and 
reserve studies

Fannie and Freddie both require that at least 10% of operating budget 
goes to Reserves.



Funding 
Reserves 

Considerations

Money Markets & CD’s

Taxable income considerations  

Evergreen Assessments

Loans vs. Special Assessments



Annual review with membership

Reviewed during budget adoption 

Kept available for review by membership

Included in resale package

Communicating with Residents



Forward Planning

Recurring biannual walkthrough 

Bring the 3-5 Year Calendar



Questions?

Additional Resources:
www.caionline.org 
www.caimdches.org 

http://www.caionline.org/
http://www.caimdches.org/
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