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Introduction 

The idea of having a reserve study got more attention when the condo Champlain Towers South in Surfside Florida collapsed on 
June 24, 2021. Their HOA had done engineering studies and knew they needed millions (they did not have) for needed repairs, but 
the residents, tragically, would not financially support the work. They should have had a reserve study and a reserve fund. 

The purpose of this Reserve Study for the Association's assets to be replaced was to determine both current annual usage funding, 
and past reserve shortage funding as of December 31, 2025.  The Association currently has CD investments which are considered 
part of our reserves and were included as part of this analysis. 

The Reserve Studies were completed without regard to required funding amounts that may be stipulated by applicable laws or 
regulations governing the Association, or Lender requirements for those Owners subject to a mortgage on their units. 

It is known that through the Association's by-laws or other similar governing agreements, the Association's Board of Directors can 
levy monthly assessments to Owners on a periodic basis to fund current usage amount for funding replacement assets, and to levy 
special assessments to Owners (if needed) on a one-time or periodic step basis to fund any reserve shortage amounts.   

Having financial reserves to handle inevitable expenses is a prudent action for a Home Owners Association, but what inevitable 
expenses should we plan for? The National Reserve Study Standards (NRSS) has a three part test (Ref 1, p. 123) as follows: 

 Association Obligation 

 Reasonably Anticipated 

 Significant Cost 

The first requirement is obvious, but for the second one, what exactly is “reasonably anticipated”? Natural disasters like hurricanes 
clearly do not pass the test, but wear and tear on capital assets does pass, even if their costs occur infrequently. Finally, what is a 
significant cost? Typically, if an anticipated expense exceeds one to two percent of the annual operating budget, it probably should 
be included in the reserve study. Smaller expenses, even if not occurring annually, should be included the operating budget, not the 
reserves. 

All input amounts and assumptions included in this Reserve Study Report were completed by personnel under the direction of the 
Association's Board of Directors, using the Condominium Association Reserve Program V1 March 2025, supplied by SimplifyCondo- 
Reserves.com. The book "Understanding Reserves" (Ref 1) was also a source of information contributing to this analysis and report. 

(1) Leonard, K. and Nordlund, R. (2025), "Understanding Reserves, A Guide to Your Associations Reserve Fund & Reserve 

Study (2nd ed.)", ISBN 9798315887409   
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Qualifying Assets 

What assets does Summit Crossing have that pass the NRSS test? Unlike condos, we do not have a lot of moving parts to maintain 
and support, but we do have some. The Board, in concert with other subject matter experts, has identified seven assets which might 
pass the NRSS test. 

 Vegetation Winter Kill 

 Irrigation System Hard Freeze 

 Pool Shell 

 Pool Mechanical 

 Pool Deck 

 Pool House Roof 

 West Fence 

Vegetation Winter Kill 

We have a lot of vegetation to support and a cold winter could easily cost us in the high five figures – in fact, it already has. In the 

winter of February 2021, College Station had a major winter event that caused widespread electrical failures and brought record cold. 

College Station saw temperatures plummet to 5°F on February 16, 2021, with freezing temperatures persisting for 86 consecutive 

hours. Fortunately, we had funds to cover the resulting major damage to our foliage. 

Some freezing temperatures occur almost every year in College Station and we budget for minor plant loss every year ($15,000 in 

2025). However, we need reserves for loss due to major freeze events which could easily cost us upwards of $75,000. 

Irrigation System Deep Hard Freeze 

Our extensive irrigation system consists of miles of pipe, miles of wiring, thousands of sprinkler heads, hundreds of valves, and 

dozens of controllers all servicing some 270 homes. While we budget for routine irrigation system repair annually ($8,500 in 2025), a 

major and extended deep hard freeze event could easily cause extensive damage to underground piping and valves.   

Pool Shell  

The most important part of a pool is the pool shell. It comprises the single most costly component. It can develop leaks or significant 

cracks, but on average should last 25 years or even more. Someday, we will need to replace the pool shell and we must reserve funds 

for that eventuality. 

  

https://www.google.com/search?client=firefox-b-1-d&cs=0&sca_esv=d4c3277b19e45af9&sxsrf=AE3TifPtepusC9Bu_A52-VqCrRxXBYrPDw%3A1755985975566&q=February+2021+Texas+Freeze&sa=X&ved=2ahUKEwi5n6LC9aGPAxV848kDHQljK4cQxccNegQIDBAB&mstk=AUtExfB4XYmh9no2aasAqbQd6o8BrZYivdTnpjea4QgAQiuv_-aO6S6-8njzF9H8p0ZNXcxWzNl47T0AiN-u9yRFPxw-gPd6cJdp-yU2bJwlbJ-sydpix98xuq3qA_R0pjvz4fSrylpLdBfsFnxRhQxZaFjWP7CueUxbHxvPnbjKyNt6kns&csui=3
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Pool Mechanical 

Pool mechanical equipment has a finite lifespan and requires eventual replacement, so setting aside a reserve fund is a good 

budgeting strategy. Included in this category are the pool pumps, pump motors, filter assemblies, piping and valves, electrical 

panels and other electrical components. 

Pool Deck 

The pool deck is a large area of concrete surrounding the pool shell. Over time, it is subjected to staining plus wear and tear due to 

weathering, maintenance operations, and user abuse. Replacing the pool deck is a significant cost and must be provided for in our 

reserve fund.  

Pool House Roof 

In-ground pool construction costs average $65,909 and that does not include the pool house. We have a pool house consisting of two 

bathroom/changing areas, a shower area, plus an extended 30 by 22 foot roof which provides shade to part of the pool deck. The 

HOA feels that the annual operating budget is sufficient to maintain the integrity of the pool house including the pool house roof. 

We replaced the pool house roof in 2025 due to major hail damage at a cost of $2,800. This is less than one percent of our annual 

budget so the replacement of this roof does not pass the third NRSS test and is not included in the reserve study. 

West Fence 

There is a long fence along the west edge of Summit Crossing which is showing its age and will need to be replaced in the coming 

years. We have confirmed that this fence is not on our border and is fully owned by the Ridgeway development to our west. 

Therefore, this fence is not our responsibility and does not pass the first NRSS test. We will not include it in our reserve study. 
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Starting Assumptions 

 

The following five Summit Crossing assets pass the NRSS test and will be included in the Summit Crossing Reserve Study. 

 

 

The analysis must also include the starting reserve funding, the inflation rate, as well as the compound interest rate being earned by 

the HOA on our CDs. They currently are: 

      Starting Reserve Funding = $200,000 

Inflation rate = 2.5% 

Interest rate   = 3.7% 
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Calculation Details 

 

Basic Calculation 

The annual cost to replace an individual asset is simply the asset replacement cost (in the year it is replaced) divided by the number 

of years of useful life of the asset. 

 

     Annual cost = replacement cost / useful life 

 

And then the monthly cost per individual asset per homeowner is 

 

Monthly cost per homeowner = Annual cost / (12 * number of homeowners) 

 

These equations are the heart of the analysis but the actual calculations are much more complicated because the asset replacement 

cost increases every year due to inflation. In addition, the asset reserve account accumulates interest and deposits and loses any 

amounts spent on asset replacements in every year of the 20 year analysis period. 

Because of these complications, each individual asset must be calculated separately and for every year in the 20 year analysis period.  

Then the individual asset calculations must be aggregated for all assets to determine the overall asset account balance. The overall 

asset account balance should never go negative in any years in the analysis period. 
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Reserve Analysis Results 

Below are the spreadsheets showing the detailed calculations for each individual asset in this study. 
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The below spreadsheet shows the overall picture considering all 5 assets. It shows the year by year reserve fund balance. 
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Summary and Recommendation 

 

If the HOA had no current reserves and was starting from scratch, we would have to put into the Reserve Fund about $9,000 

annually, or roughly three percent of our annual budget to fully cover the replacement costs. However the HOA has managed to 

accumulate a little over $200,000 in our CDs which are contributing about $7,400 annually to the reserve fund. This offsets some of 

what the homeowners would have to contribute. 

We have defined a “forward funding need” which basically says that we can contribute less than 100% of normal because of this 

head start. In the spreadsheets on the previous pages, you will see the heading “Forward Funding Need”.  The spreadsheets reduced 

the homeowner contribution by this amount. For example, a forward funding amount of 25% means the homeowner only 

contributes 25% of what they normally would. 

When the head start of $200,000 is included the Reserve Study, the amount each homeowner must contribute, or the “forward 

funding need”, is significantly reduced. With a trial and error, or “what if” analysis of the spreadsheets, it has been determined that 

we can contribute to the reserve fund at 25% of normal, or about $2,000 annually and still never go negative on the reserve fund. In 

fact, at 25%, the reserve fund will never go below $100,000 over the 20 year planning period, giving the HOA a comfortable pad for 

additional unexpected events. 

We are aware that this reserve study must be revisited every few years as our actual replacement costs deviate from the assumptions 

of this study. However, we are confident that the HOA is in a comfortable position for future unexpected events, greatly reducing 

the probability of needing to apply any special assessments to our homeowners. 

In the 2026 budget, this study recommends an entry of $2,000, or less than 1% of our annual budget, for the reserve fund 

contribution. 


