CABOTS POINT CLUSTER ASSOCIATION

RESTON, VIRGINIA 20191

RESERVE STUDY

(final version, March 2006)

Section 55-79.83:1 of the Virginia Condominium Act, as amended requires that

A. The executive organ shall:

1. Conduct at least once every five years a study to determine the necessity & amount of reserves required to repair, replace & restore the capital components;

2. Review the results of that study at least annually to determine if reserves are sufficient, and

3. Make any adjustments it deems necessary to maintain reserves, as appropriate.

B. To the extent that the reserve study conducted in accordance with this section indicates a need to budget for reserves, the unit owners’ association budget shall include, without limitations,

1. The current estimated replacement cost, estimated remaining life & estimated useful life of the capital components;

2. As of the beginning of the fiscal year for which the budget is prepared, the current amount of accumulated cash reserves set aside, to repair, replace or restore the capital components & the amount of the expected contribution to the reserve fund for that fiscal year; and

3. A general statement describing the procedures used for the estimation & accumulation of cash reserves pursuant to this section & the extent to which the unit owners’ association is funding its reserve obligations consistent with the study currently in effect.

Cabots Point Cluster has not, to the knowledge of the current Board of Directors, had the required reserve study performed in the past. Therefore, the effort contained herein will address the required issues for future operation of the Cluster. This informal study has been prepared by the Cabots Point Board of Directors, with input by other Cluster members; a formal reserve study, prepared by engineering firms in this field, is estimated to cost between $1,200 & $1,500.

1. Capital Components owned by the Cluster include the private roads within Cluster property; all sidewalks, curbs and gutters; all Cluster paved paths & trails; retaining walls; the lakefront community dock. The possible addition of a number of smaller docks envisioned by the Lakefront Committee is not being addressed in this study.

2. Past History of Capital Components in the Cluster (all costs approximate)

a. CY 1987, selective concrete sidewalk replacement = 



$ 1,000

b. CY 1992, asphalt pavement patching; crack sealing; seal coating = 

$ 9,400

c.   CY 1996, selective concrete sidewalk replacement =



$ 2,000

d.   CY 1997, asphalt pavement crack sealing =




$ 1,200

e    CY 1998, selective asphalt pavement patching; crack sealing; 
seal coating =
$11,200


f.    CY 1998, selective concrete sidewalk/curb/gutter replacement =

$  3,100


g.   CY 2002, Engineering assessment of pavement =



 $ 3,300

h. CY 2002, major asphalt pavement restoration (patching, crack sealing & 

new pavement surface) & selective curb/gutter  replacement project =
 $63,200

i.    CY 2004, asphalt pavement seal coating =




 $  4,500

j.    CY 2005, Tier 2 drainage remediation project =




 $  5,400




Total road/sidewalk/curb/gutter work =

           $104,300
3. Current Age of Cluster Capital Components: All current capital components within the Cluster were installed by the original developer sometime around 1982. The Cluster roads had a complete new pavement surface installed in 2002, in conjunction with a major restoration project. Other than the major restoration project, routine repairs & blacktop patching/resealing in 1992 & 1998,  the Tier 2 drainage remediation, & selective sidewalk/ curb/gutter replacement work in 1987, 1996, 1998 & 2002,  no other major work has been performed.
4. Expected Lifespan of Cluster Capital Components
a. Our asphalt roadways have an expected useful life of 15-20 years (with proper main-tenance). The last major restoration was completed in CY 2002 (FY 2003), almost 3 years ago; therefore, in 12-17 years another major restoration will most likely be required.  While the concrete sidewalks, curbs & gutters can be expected to have a longer useful life than the asphalt pavement, at least some sections of concrete will probably require replacement during this same time period.

b. The community dock is near the end of its useful life; to the Board’s knowledge, no significant maintenance or renovation work has been done. Therefore, a complete renovation would be needed within the next year or so. Additionally, the dock as currently configured is difficult to access for kayak/canoe use.

5. Replacement Cost of Cluster Capital Components
a. The Lakefront Committee is presently researching alternatives for the replacement and/or expansion of the community dock. Until a final configuration is decided upon, and bids solicited & received, any cost estimate posited will be subject to major change. For purposes of the current study, however, a preliminary figure of $10,000 will be used. This is based upon a written estimate from one contractor, using one of several possible dock configurations. Depending on the final size & shape of the dock, this estimate could vary by several thousand dollars in either direction. The timeframe for demolition/ renovation/ expansion of our community dock would likely be within FY 2007.

b. During the first 20 years after construction of Cabots Point Cluster, capital             expenditures amounted to approx. $93,000 (items 2 a, b, c, f, g, h above); the balance of Section2 expenditures (excluding 2 j) can be considered as normal operating expenditures. Extrapolating that total & assuming a similar experience for the second 20 years (2002 – 2022) would result in a total capital expenditure requirement during that time of about $93,000. Although paving & concrete costs were not subject to significant inflation in the 1980s & 1990s, the current & projected higher cost of all petroleum-related products causes the inclusion of an inflation factor, assumed to be a minimal 1% per year--- or, 20% over the 2002-2022 period, for a revised total of almost $112,000. 

c. Alternatively, analyzing from the bottom up & looking only at major capital needs, we can assume that within ten years of our (2002) major pavement restoration work, some full-depth asphalt pavement patching, crack sealing & seal coating will be needed, by FY 2012, costing perhaps $10,000 - $20,000. Concrete sidewalk & curb/ gutter replacement will be required in places within 10 years of the last sidewalk work, at the latest by FY 2009, at a cost of perhaps $7,000. Another major pavement restoration job, similar to that in CY 2002, will be needed by FY 2021, & could cost $82,000. Looking at these three capital projects results in a total estimated cost, over the analysis period, of around $110,000.

Note that in all the above calculations, many assumptions have been made concerning costs & scheduling. This brings to the forefront the rationale for a yearly review of our Cluster Reserve Report, & the need for a new, updated Reserve Report every 5 years.

6. Funding For Capital Components (Reserve Fund)
Effective with the start of the current fiscal year (FY 2006), a formal reserve fund was estab-lished for the Cluster. Its initial funding consists of $10,000 transferred from the Cluster checking account, supplemented by $1,000 per quarter ($4,000 annually) to be transferred from regular Cluster dues. It is the intention of the Board of Directors to maintain the reserve fund in an interest-bearing account at market interest rates (assumed for this study to be 3% a year). Thus, assuming no expenditures from this fund in the immediate future, at the end of each fiscal year the reserve fund would grow as follows (assuming present funding continues):







    Initial 

Contribution

Interest
Total


Year




    + dues

1
End of FY 2006

$14,000

   $360
$14,360


2

      2007

    4,000

     490
  18,850


3

      2008

    4,000

     625
  23,475


4

      2009

    4,000

     765
  28,240


5

      2010

    4,000

     905
  33,145


6

      2011

    4,000

  1,055
  38,200


7

      2012

    4,000

  1,205
  43,405


8

      2013

    4,000

  1,362
  48,767


9

      2014

    4,000

  1,523
  54,290
  

            10

      2015

    4,000

  1,689
  59,979


11

      2016

    4,000

  1,859
  65,838


12

      2017

    4,000

  2,035
  71,873

13

      2018

    4,000

  2,216
  78,089

14

      2019

    4,000

  2,403
  84,492

15

      2020

    4,000

  2,595
  91,087

            16

      2021

    4,000

  2,793
  97,880

For informational purposes, it is noted that a study conducted by RA in 2003 (the most recent available) indicated that, for the 57 Clusters responding to the study survey, an average of 20% of cluster gross income was placed into a reserve fund yearly (the range was from 0% [for those clusters with no reserve fund] to 60%. Currently, Cabots Point Cluster places about 8% a year into its reserve fund.

7. Summary & Conclusions

From the above analysis, Cabots Point Cluster will need to incur capital expenditures of approximately $120,000 - $130,000 over the next 15 years (through the end of FY 2021). This includes $110,000 - $120,000 for road & sidewalk work, plus $10,000 for dock replacement. Current funding levels would give a reserve fund total of about $98,000 – this will actually be somewhat less as the reserve fund is drawn down periodically during the analysis period to pay for capital projects required (in other words, capital projects will need to be undertaken throughout the period, not all together at the end). This will cause a reduction in interest earned on the reserve fund balance. The addition of individual and/or duplex docks would obviously increase our reserve fund needs in the future. Therefore, although our current funding for reserves appears adequate for the immediate future, it will have to be incremented within the next several years, to a degree to be determined by future review of our capital reserve needs, in order to responsibly provide for the continued upkeep & quality of life we enjoy & expect in Cabots Point Cluster.

(Prepared by Cabots Point Cluster Assn Board of Directors, with extensive input from knowledgeable Cluster members.)

PAGE  
4

