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Association Reserves is the nation's 
leading provider of the most 
accurate, easy to understand 
Reserve Studies available, making 
the present less stressful and the 
future more secure for our clients. 
Our vision is to be the Reserve Study 
Provider by which all others are 
measured.
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WHAT ARE 
RESERVES?
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The Budget
Operating Funds

• “Routine” costs
• Unrestricted use
• Expected to be spent 

in the year collected 
• Typical uses: utilities, 

insurance, 
management fees, 
routine maintenance

Reserve Funds

• Infrequent costs
• Restricted use
• Funds accumulate 

until need arises
• Typical uses: roofing, 

painting, pavement, 
HVAC, elevators, etc.
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“In addition to annual operating expenses, the 
budget shall include reserve accounts for capital 
expenditures and deferred maintenance. These 

accounts shall include, but are not limited to, 
roof replacement, building painting, and 

pavement resurfacing, regardless of the amount 
of deferred maintenance expense or 

replacement cost, and for any other item for 
which the deferred maintenance expense or 

replacement cost exceeds $10,000.”
- Florida Statutes 718.112 (Condominiums)
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“…the association is responsible for the repair and 
maintenance of capital improvements that may 
result in a special assessment if reserves are not 
provided…”

 -- Florida Statutes 720.303 (HOAs)
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Practical 
Definition

“Money that an association 
saves over long periods of 
time for large repair and 
replacement projects.”
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RESERVE 
STUDY 
BASICS
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“A budget planning tool 
which identifies the 
current status of the 
Reserve fund and provides 
a stable and equitable 
Funding Plan to offset the 
anticipated future major 
common area 
expenditures.”
-National Reserve Study 
Standards
(NRSS), Est. 1998
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Part 1
Physical Analysis
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Part 2
Financial Analysis
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Three Outcomes
#2 Percent-

Funded

#3 Funding 
   Plan

#1 Component List
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Outcome #1
Component List

Listing of life and cost estimates 

Framework is Constant, But Data Changes 
(Life Expectancy, Cost Estimates)

Defined by Reserve Study Standards
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Reserve Study Standards 
Three-Part Test (REVISED 2023)
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Reserve Study Standards Three-
Part Test:

1. Association Responsibility

2. Reasonably Anticipated (UL)

3. Material/Predictable Cost

Other -> Operating/Maintenance Expenses
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Outcome 
#2
Percent Funded

“Snapshot in time” of financial strength

Measures likelihood of financial problems

Will fluctuate over time
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Outcome 
#2
Percent Funded

Fully Funded Balance = Current Cost Estimate x (Effective Age / Useful Life)

EXAMPLE:

The association owns one golf cart that is 5 years old. It has a total life expectancy 
(useful life) of 10 years and the replacement cost is estimated to be $10,000.

Fully Funded Balance = $10,000 x (5/10) = $5,000
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Outcome 
#2
Percent Funded

Percent Funded = Current Reserve Balance / Fully Funded Balance

EXAMPLE:

As calculated on the prior slide, the association should have $5,000 in their 
Reserves based on the Fully Funded Balance calculation. But let’s say the Reserve 
account only has $2,500. What is the association’s percent funded calculation?

Percent Funded = $2,500 / $5,000 = 50% Funded!

But what does that percentage mean?
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Percent Funded

Can be thought of as 
similar to a credit score, 
since it measures risk.

Quick, snapshot 
assessment of an 

association’s long-term 
financial health
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The Big Picture
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The Big Picture
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The Big Picture
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Outcome 
#3
Funding Plan

Review of current budgeted contribution 
to Reserves

Should match the frequency of regular 
assessments

May include special assessment 
recommendations
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RESERVE 
STUDY 

RESULTS



www.reservestudy.com

Thank you!
Questions?

Need more help? Send an email 
to dwhann@reservestudy.com


