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J INTRODUCTION I
This Reserve Study is an evaluation of the association’s Common Area Components
and their Reserve Funds. It was prepared after a thorough on-site inspection
performed on: August 12, 2004
The goal is to keep the Reserve Funds at a sufficient level for future repair and/or
replacement of these components and to disclose this information formally to the Association.

EucapflBOA
a condominium development consisting of thirteen: three-story btSdings plus pool house,
is located in: Goleta, CA
The development is comprised of 179 units built in 1984.
The Associations Fiscal Year End Is December 31.
This study’s Reserve Component Inventory lists the components that require reserve funding.

The Projected Reserve Fund Balance at Fiscal Year End 2004 is $354,4.
The Ideal Reserve Fund Balance at Fiscal Year End 2004 is $569,656.
Therefore, the Reserve Fund is theoretically 62% Funded.

The Current 2004 Annual Reserve Contribution is set at approximately $135,304.
J.D. Brooks recommends maintaining this Contribution or reducing to $106,877
The Deficit-Reduction Contribution with a contribution increase of 3% annually.
This funding plan shouldkeep the association’s Reserve Fund above $305,395
over a thirty-year period.

The Repair / Replace Estimates and other parameters used in this study were estimated
with the assistance of information obtained from one or more of the followingt

I The Association’s Board of Directors.
2 The Association’s Property Manager.
3 Vendor Subcontractor Proposal / contract for work
4 Vendor Subcontractor expetlence with the Association.
S Construction estimating reference books & databases
6 J.D. Brooks database of area construction costs and similar reserve studies

This reserve study does not Imply a warranty or guarantee of any form.
The named Association, by receMng this study, agrees to release iD. Brooks from any
claims and/or lawsuits

J.D. BROOKS
RESERVE STUDIES



I RESERVE STUDY SUMMARY I
ASSOCIATION INFoRMATIoN:

Name of Association: EUCALYPTUS GROVE HOA
Location: GOLETA, CA

Number of Units: 179
Approximate Age of Complex: 20

This report recommends contributions for Budget Year:
Beginning JANUARY 1, 2005

Ending: DECEMBER31, 2005

Reserie Study Report Date: NOVEMBER 19,2004
Current FIscal Year End: DECEMBER31, 2004

CURRENT FUNDS SUMMARY:

Projected Reserve Balance at Current Fiscal Year End: $354,400
ideal Reserve Balance at Current Fiscal Year End: $569,656

PERCENT FUNDED: 62%
CURRENT RESERVE CONTRIBUTIONS:

Monthly
Annual Monthly Per Unit

2004 Budgeted Reserve Contribution: $135,304 $1 I ,275 $62.99

RECOMMENDATIONSFOR BUDGET YEAR 2005 I
RESERVE CONTRIBUTION M0DWS:
12006 J.D. Bitoks Fcornmenaa II Box I Monthly

Annual Monthly Per Unit

2005 Straight-LIne Contribution: $79,049 $6,587 $36.80

I 2005 DeficIt Reduction Contribution: $106,877 $8,906 *49.761
2005 Cash-Flow Minimum contribution: $79,948 $6,662 $37.22

J.D. BROOKS
RESERVE STUDIES



I RESERVE STUDY DEFINITIONS

AVG. NET INTEREST ON RESERVE SAVINGS:
Average amount after tax of interest re-invested into the Reserve Account

CASH-FLOW MINIMUM CoNTRIBuTION:
Calculated by not allowing the Reserve Balance to ever fall below 5% of the
Total Replacement Cost of all the components over a thirty-year period.
This Funding Plan should keep the Reserve Fund Balance just above $0.

CONTINGENCY:
Hypothetical Reserve Component for unforeseen items or circumstances
0% unless requested otherwlse}.

DEFICIT REDUCTION ANNUAL CONTRIBUTION:
Equals the Straight-Line Annual Contribution plus {the Underfunded Balance if any
dMded by the Remaining Life}.

F.Y.E. FISCAL YEAR END:
End of the accounflng budget year.

IDEAL BALANCE AT F.Y.E.:
Equals the Straight-Line Annual Contnbution multiplied by the age of the component.

INFLATION RATE:
Average Inflation Rate for the region and year.

PERCENT FUNDED:
Equals the Ideal Reserve Balance at Fiscal Year End divided by the Projected
Reserve Balance at FIscal Year End.

PROJECTED BALANCE AT F.Y.E.
Projected Reserve Balances for each Reserve Component. Calculated according
to priority need of replacement.

RESERVE COMPONENT:
Common Area item that requires replacement within thirty-years.

RMNG. LIFE REMAINING LIFó:
Life-span remaining for the Reserve Component

STRAIGHT-LINE ANNUAL CONTRIBUTION:
Equals the Repair/Replace Cost dMded by the Useful Life.

SURPLUS / DEFICIT:
Equals the Ideal Balance at F.Y.E minus the Projected Balance at F.Y.EJ.

UNIT COST:
Cost per unit of measure.

UNIT TYPE:
Unit of measure.

USEFUL LIFE:
Expected life-span of the Reserve Component

J.D. BROOKS
RESERVE STUDIES
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EUCALYPTUS GROVE HOA

RESERVE CATEGORY VALUES AS PERCENTAGE OF ALL COMPONENTS
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EUCALYPTUS GROVE HOA COLOR PHOTO DOCUMENTATION
PAGE: I

ROOFING: Composition Shingle

- - --
- I

J.D. BROOKS

ROOFING: Composition Shingle
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EUCALYPTUS GROVE HOA

J.D. BROOKS

COLOR PHOTO DOCUMENTATION
PAGE: 2

ROOFING: Carport Metal

PAINTING: Wood Siding I Wood & Metal Trim

RESERVE STUDIES



EUCALYPTUS GROVE HOA COLOR PHOTO DOCUMENTATION
PAGE: 3

J.D. BROOKS

PAVING: Asphalt Slurry/Overlay

DECKING: Stair Landing ReSeal /ReSurface
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EUCALYPTUS GROVE HOA COLOR PHOTO DOCUMENTATION
PAGE: 4

J.D. BROOKS

6_

PRIVACY: Intercom

PRIVACY: Gate Operator Slide
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EUCALYPTUS GROVE HOA COLOR PKOTO DOCUMENTATION
PAGE: 5

S.D. BROOKS

PHIVAT
NOTR

PRIVAC’t Card Readers

P.

FENCING: Front Wood Fence
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EUCALYPTUS GROVE HOA COLOR PHOTO DOCUMENTATION
PAGE: 6

- POOL AREA: Pool Equipment

J.D. BROOKS

POOL AREA: Pod Replaster
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EUCALYPTUS GROVE HOA COLOR PHOTO DOCUMENTATION
PAGE: 7

J.D. BROOKS

I

POOL AREA: Spa Equipment

POOL AREA: Spa ReVile
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EUCALYPTUS GROVE I-WA COLOR PHOTO DOCUMENTATION
PAGE: 8

J.D. BROOKS

BRIDGE: Repairs

EXERCISE ROOM: Assorted Equipment
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EUCALYPTUS GROVE HOA COLOR PHOtO DOCUMENTATION
PAGE: 9

LIGHTING. Ldr3e Street Fixtures

MAILBOXES: Mailbox Pagodas

J.D. BR00ICS
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EUCALYPTUS GROVE HOA COMPONENT DESCRIPTIONS PAGE: 1

I ROOFING
Ccm

Quantity 105,000 SgFt
Estimated Total Cost to Replace: $ 283,500

Useful Life: 25
Remaining Life 6

Straigtt-Lne Annu Contæbutiorc $ 11,340
Cost Source: JDB Cost Database

CpMl
Quantity 30,000 SqFt

Estimated Total Cost to Replace: $ 84,000
UsefulLife 30

Remaining life 14
Straight-Une Annual ContributiorE $ 2,800

Cost Source JDB Cost Database

Quantity 7,000 LnFt
Estimated Total Cost to Replace $ 31.500

UsefulLife 20
ReniainingUfe: 20

Straight-Line Annual Contribution: $ 1,575
Cost Source Recent Association Expense

I PAINTING
Wood Skiing

Quantity 120,000 SqFt
Estimated Total Cost to Replace $ 108,000

UsefulUfe 8
Remaining Life 8

Straight-Line Annual Contrbution: $ 13,500
Cost Source Recent Association Expense

Wood kMetal Trim
Quantity 35,000 SqEt

Estimated Total Cost to Replace $ 52,500
Useful LIfe 4

Remaining Life 4
Straight-Line Annual ContTroutioqt $ 13,125

Cost Source Recent Association Expense
Eront Wood Faire

Quantity 600 LnFt
Estimated Total Cost to Replace $ 4,800

UsefulUfe 3
Remaining Life 8

Straight-Une Annual Contribution: $ 600
Cost Source Recent Association Expense

Quantity 60,000 $qFt
Estimated Total Cost to Replace $ 54,000

Useful Life: 8
Remaining Life 8

Straigtit-Une Annual Contrbutlon: $ 6,750
Cost Source Recent Association Expense

J.D. BROoKS
RESERVE STunpEs



EUCALYPTUS GRovE HOA COMPONENT DESCRIPTIONS PAGE: 2

Metal Fence & RS
Quantity 4,000 SqFt

Estimated total Cost to Replace $ 4,000
Useful LIfe 3

Remaking Life 3
Straight-Line Annual Contribution: $ 1,333

Cost Source Recent .Assodatlon Expense

I PAVING I
Asphalt Slurry/Repair

Quantity 120,000 SqFt
Estimated TOtS Cost to Repace $ 21,600

UsefulUfe 4
Remaining Life: 2

Straight-Une Annual Conthbution $ 5,400
Cost Source Recent Association Expense

a
Quantity 120,000 SqFt

Estimated Total Cost to Replace $ 96,000
Useful Life: 25

Remaining Life: 6
Straht-Une Annual Contribution: $ 3,840

Cost Source JDB Cost Database

I DECKING I
Stâ- anding ReSe

Quantity 5.200 SqFt
Estimated Total Cost to Replace $ 5,200

Useful Life 4
Remaining Life 1

Straiglit-Une Annual Contitution: $ 1,300
Cost Source: JOB Cost Database

Stair Landing ReSirf
Quantity 5,200 SqFt

Estimated Total Cost to Replace $ 36,400
Useful Life 20

Remaining Life: 4
Straight-Une Annual Contribution: $ 1,820

Cost Source JOB Cost Database

I PRIVACY / FENCING I
Quantity 1 Unit

Estimated total Cost to Repiace: $ 3,000
UsefulLife IS

Remaining Life 2
Straigtit-Une Annual Contrbutlon: $ 200

Cost Source JOB Cost Database

J.D. BROOKS
RESERVE STUDIES



EUCALYPTUS GROVE HOA COMPONENT DESCRIPTIONS PAGE: 3

Quantity I Unit
Estimated Total Cost to Replace: $ 2,500

UsefulLife: 10
Remaining Life 6

Straight-Line Annual Contribution: $ 250
Cost Source: JDB Cost Database

Quantity I Unit
Estimated Total Cost to Replace $ 2,500

UsefulLWe 10
Remaining LIfe 4

Straight-Line Annual Contribution: $ 250
Cost Source: JDB Cost Database

Side Ga
QuantIty 2 Unit

Estimated Totaj Cost to Repace $ 5000
Usefultife 25

Remaining Ufe 12
Straigtit-Une Annual Contribution: $ 200

Cost Source: JDB Cost Database
Card Rders/Ruzzers

QuantIty 4 Unit
Estimated Total Cost to Replace: $ 4,000

UsefulLife 15
Remaining Life 2

Straiglit-Une Annual Contrbutlon: $ 267
Cost Source Recent Association Expense

FmntWdFence
QuantIty 600 LnFt

Estln,ated Total Cost to Replace $ 14,400
UsefulLifa 25

Remaining Life 12
Stralght-LJne Annual Contrbutlon: $ 576

Cost Source JDB Cost Database
Metal Pool Faice 6’

Quantity 175 LnFt
Estimated Total Cost to Replace: $ 4,900

UseNillife 25
Remaining life 10

StraIght-Line Annual Contrtiutlott $ 196
Cost Source JDB Cost Database

Quantity 500 LnFt
Estimated Total Cost to Replace $ 9,000

UsefulLife 25
RemainIng Ufa 6

Straight-Line Annual Contilbutlon: $ 360
Cost Source JDB Cost Database

J.D. BROoKs
RESERVE STUDIES



EUCALYPTuS GROVE HOA COMPONENT DESCRIPTIONS PAGE 4

Split-Rail Fence
Quantity 450 LnFt

Estimated Total Cost to Replace $ 3,600
Useful Life 30

Remaining Life 11
Straight-Line Annual Contribution: $ 120

Cost Source JDB Cost Database

I BRIDGE REPAIR I
QuantIty 1 Jlow

Estimated Total Cost to Replace $ 10,000
Usefulufe 15

Remaining Life 13
Straight-Line Annual Contribution: S 667

Cost Source ftJlowance

J POOLAREA I
PoHter

Quantity 1 Unit
Estimated Total Cost to Replace: $ 2,200

UsefulUfe: 10
Remaining Life 4

Straight-Une Annual Contflbutiort $ 220
Cost Source JDB Cost Database

Pool Filter
Quantity 1 Unit

Estimated Total Cost to Replace $ 1,300
UsefulLife 10

Remaining Life 10
Straight-Line Annual Contrbutlon: $ 130

Cost Source Recent Association Expense

a
Quantity 1 UnIt

Estimated Total Cost to Replace $ 800
Useful Life 8

Remaining Life 4
Straight-Line Annual Contribution: $ 100

Cost Source JDB Cost Database

a
Quantity I 000 SqFt

Estimated Total Cost to Replace $ 5,500
UsefulUfe 10

Remaining Ufe 7
Straight-Line Annual Contrbutlon: $ 550

Cost Source Recent Association Expense
Pool The/Coping

QuantIty 100 LnFt
Estimated Total Cost to Reace $ 2,500

UsefulLife 20
Remaining Life 1

Straight-Line Annual Contribution: $ 125
Cost Source JDB Cost Database

J.D. BROOKS
RESERVE STuDIES



EUCALYPTUS GROVE HOA COMPONENT DESCRIPTIONS PAGE: 5

Quantity: 1 Unit
Estimated Total Cost to Replace S 2,000

Usefultife 8
Remaining LIfe 7

Straight-line Annual Contribution: $ 250
Cost Source JOB Cost Database

a
Quantity 1 Unit

Estimated Total Cost to Replace: $ 11100
Usefulufe 12

Remak*ig Life: 6
Straigtit-Une Annual Contribution: $ 92

Cost Source JOB Cost Database
Spa Pumps

Quantity 2 unit
Estimated Total Cost to Replace $ 1.600

tisefulufe: 8
Remaining Life 4

StraiIit-Une Annual Contrtution: $ 200
Cost Source JOB Cost Database

Quantlty 1 Unit
EstImated Total Cost to Replace $ 3,000

UsefulLIfa 25
Remaining Life 5

Straiglit-Une Annual Contribution: $ 120
Cost Source JOB Cost Database

I CABANA

Quantity 230 SqFt
Estimated Total Cost to Replace: $ 2,300

Useful Life 25
Reniafrlng LIfe 6

Straight-Une Annual Contribution: $ 92
Cost Source JDB Cost Database

QuantIty 420 SqFt
Estimated Total Cost to Replace $ 4,200

UsefS life 30
RemainingLife Ii

Straight-line Annual Contrtutlon: S 140
Cost Source JOB Cost Database

Sauna Heater
Quantity 1 Unit

Estimated Total Cost to Replace $ 2,000
Usefullife: 15

Remaining life: 12
Straight-Une Annual Contribution: $ 133

Cost Source JOB Cost Database

J.D. BROOKS
RESERVE STUDIES



EUCALYPTUS GROVE HOA COMPONENT DESCRIPTIONS PAGE: 6

Sauna & Path Remodel
Quantity

Estimated Total Cost to Replace
Useful Lila

Rernairng Life
Stralght-Une Annual Contribution:

Cost Source

Mow
$ 3,500
25
6
$ 140
Iowance

Water Heater
Quantity

Estimated Total Cost to Replace
Useful Life

Remaining Life
Straigtit-Une Annual Contribution:

Cost Source

Quantity
Estimated Total Cost to Replace

Useful Life
Remaining Lila

Straight-Une Annual Contribution:
Cost Source

I Unit
$ 1,900
12
4
$ 158
Recent Association Expense

$ 16,000
a
I
$ 5,333
.4Jlowance

J.D. BRooKs
RESENVE STUDIES

I EXERCISE ROOM
Acsnrtd Fgt ipment

Quantity 8 Unit

I
Estimated Total Cost to Replace $ 4,000

UsefulUfe 15
Remaining Life 1

Straight-Line Annual Contribution: $ 267
Cost Source: Ajlowance

I TERMITE FUMIGATION I
Atlpiiildjngp

Quantity, 13 Mow
Estfriiated Total Cost to Replace: $ 65,0W

UsefulUfe 18
Remaining LIfe 1-20

Straight-Line Annual Contribution: $ 3,446
Cost Source Ailowance

I LIGHTING
Large Sfreet Rxtur

Quantity 14 Unit

I
Estimated Total Cost to Replace: $ 14,000

Useful Ufe: 25
Remaining LIfe: 6

Straight-Line Annual Contrbution: $ 560
Cost Source: JOB Cost Database

I TREE TRIMMING j
1 Mow



EucALypTus GROvE HOA COMPONENT D[SCRIPTIONS PAGE: 7

MAILBOXES
Mailhnx Pagnrlp

Quantity 65 Unit
Estimated Total Cost to Replace: $ 2600

UsefulLife 15
Remaining Life 3

Straight-Line Annual Contribution: $ 173
Cost Source JOB Cost Database

Mailhnx Pagncla
Quantity 80 Unit

Estimated Total Cost to Replace $ 3,200
Usefulufe 15

RunaWng Life 3
Stralgtit-Une Annual Coritilbution: $ 213

Cost Source JOB Cost Database
Mailhnx Pagnrla

Quantity 52 UnIt
Estimated Total Cost to Replace $ 2,080

Usefullife 15
Remaining Life 10

Straight-Line Annual Contilbution: $ 139
Cost Source JOB Cost Database

J.D. BROOKS
RESEat STUDIES



CALIFORNIA CIVIL CODES GOVERNING RESERVE FUNDING OF
COMMON INTEREST DEVELOPMENTS
OvERvIEw OF CODE 1365 & 1365.5

EFFECTIVE JANUARY 1, 1997
DEERING’S CAUFORNIA CODES
CIVIL CODE ANNOTATED

CAUFORNtA CiVIL CODE 1365
FINANCIAL DOCUMENTS

UNLESS ThE GOVERNING DOCUMENTS IMPOSE MORE STRINGENT STANDARDS, THE
ASSOCIATION SHALL. PREPARE AND DISTRIBUTE TO ALL ITS MEMBERS THE FOLLOWING
DOCUMENTS:

A A PRO FORMA OPERATING BUDGET. WHICH SHALL INCLUDE ALL OF THE
FoLLowING:

1 THE ESTIMATED REVENUE AND EXPENSES ON AN ACCRUAL BASIS.

2 A SUMMARY OF THE ASSOCIATIONS RESERVES BASED UPON THE MOST
RECENT REVIEW OR STUDY CONDUCTED PURSIJANTTO SECTION
13655, WHICH SHALL BE PRINTED IN BOLD TYPE AND NCLUDE ALL OF
THE FOLLOWING:

A THE CURRENT ESTIMATED REPLACEMENT COST, ESTIMATED
REMAINING LIFE, AND ESTIMATED USEFUL UFE OF EACH MAJOR
COMPONENT.

B AS OF THE END OF THE FISCAL YEAR FOR WHICH THE STUDY IS
PREPARED:

I THE CURRENT ESTIMATE OF THE AMOUNT OF CASH
RESERVES NECESSARY TO REPAIR, REPLACE, RESTORE,
OR MAINTAIN THE MAJOR COMPONENTS.

ii THE CURRENT AMOUNT OF ACCUMULATED CASH
RESERVES ACTUALLY SET ASIDE TO REPAIR, REPLACE.
RESTORE, OR MAINTAiN MAJOR COMPONENTS.

C THE PERCENTAGE THAT THE AMOUNT DETERMINED FOR
PURPOSES OF CLAUSE II OF SUBPARAGRAPH B SQL/ALSOF
THE AMOUNT DETERMINED FOR PURPOSES OF CLAUSE I or
SUBPARAGRAPH B.

3 A STATEMENT AS TO WHETHER THE BOARD OF DIRECTORS OF THE
ASSOCIATION HAS DETERMINED OR ANTICIPATES THAT THE LEVY OF ONE
OR MORE SPECIAL ASSESSMENTS WILL BE REQUIRED TO REPAIR,
REPLACE, OR RESTORE ANY MAJOR COMPONENT OR To PROVIDE
ADEQUATE RESERVES THEREFOR.

4 A GENERAL STATEMENT ADDRESSING THE PROCEDURES USED FOR THE
CALCULATION AND ESTABLISHMENT OF THOSE RESERVES TO DEFRAY
THE FUTURE REPAIR, REPLACEMENT, OR ADDITIONS TO THOSE MAJOR
COMPONENTSTHAT THE ASSOCIATION IS OBLIGATED TO MAINTAIN.

THE SUMMARY OF THE ASSOCIATIONS RESERVES DISCLOSED
PURSUANT TO PARAGRAPH 2 SHALL NOT BE AOMISSIEL.E IN EVIDENCE

J.D. BROOKS
RESERVE STUDIES I



TO SHOW IMPROPER FINANCIAL MANAGEMENT OF AN ASSOCIATION
PROVIDED THAT OTHER RELEVANT AND COMPETENT EVIDENCE OF THE
FINANCIAL CONDrrION OF THE ASSOCIATION IS NOT MADE INADMISSIBLE
BY THIS PROVISION.

A COPY OF THE OPERATING BUDGET SHALL BE ANNUALLY DISTRIBUTED
NOT LESS THAN 45 DAYS NOR MORE THAN 60 DAYS PRIOR TO THE
BEGINNING OF THE ASSOCIATIONS FISCAL YEAR

II. CALIFORNIA CIVIL CODE 1365.5
FISCAL DUTIES OF BOARD OF DIRECTORS: SIGNATURES REQUIRED FOR WITHDRAWAL
OF MONEY"RESERVE ACCOUNTS’

A UNLESS THE GOVERNING DOCUMENTS IMPOSE MORE STRINGENT STANDARDS,
THE BOARD OF DIRECTORS OF THE ASSOCIATION SHALL DO ALL OF THE
FOLLOWING:

1 REVIEW A CURRENT RECONCILIATION OF ThE ASSOCIATIONS
OPERATING ACCOUNTS ON AT LEAST A QUARTERLY BASIS,

2 REVIEW A CURRENT RECONCILIATION OF THE ASSOCIATION’S RESERVE
ACCOUNTS ON AT LEAST A QUARTERLY BASIS.

3 REVIEw, ON AT LEAST A QUARTERLY BASIS. THE CURRENT YEAR’S
ACTUAL RESERVE REVENUES AND EXPENSES COMPARED TO THE
CURRENT YEARS BUDGET.

4 REVIEw THE LATEST ACCOUNT STATEMENTS PREPARED BY THE
FINANCIAL INS11TUTIONS WHERE THE ASSOCIATION HAS 1S OPERATING
AND RESERVE ACCOUNTS.

5 REVIEW AN INCOME AND EXPENSE STATEMENT FOR THE ASSOCIATION’S
OPERATING AND RESERVE ACCOUNTS ON AT LEAST A QUARTERLY BASIS.

B THE SIGNATURES OF AT LEAST TWO PERSONS. WHO SHALL BE MEMBERS OF THE
ASSOCIATiON’S BOARD OF DIRECTORS, OR ONE OFFICER WHO IS NOT A
MEMBER OF THE BOARD OF DIRECTORS AND A MEMBER OF THE BOARD OF
DIRECTORS, SHALL BE REQUIRED FOR THE WITHDRAWAL OF MONEYS FROM THE
ASSOCIATION’S RESERVE ACCOUNTS

C 1 THE BOARD OF DIRECTORS SHALL NOT EXPEND FUNDS DESIGNATED AS
RESERVE FUNDS FOR ANY PURPOSE OTHER THAN THE REPAIR, RESTORATION.
REPLACEMENT, OR MAINTENANCE OF, OR LITIGATION INVOLVING THE REPAIR,
RESTORATION. REPLACEMENT, OR MAINTENANCE OF. M&JOR COMPONENTS
WHICH THE ASSOCIATION IS OBLIGATED TO REPAIR, RESTORE. REPLACE, OR
MAINTAIN AND FOR WHICH THE RESERVE FUND WAS ESTADUSHED.

2 HOWEVER, THE BOARD MAY AUTHORIZE ThE TEMPORARY TRANSFER OF
MONEY FROM A RESERVE FUND TO THE ASSOCIATION’S GENERAL OPERATING
FUND TO MEET SHORT-TERM CASH-FLOW REQUIREMENTS OR OTHER EXPENSES,
PROVIDED THE BOARD HAS MADE A WRrrrEN FINDING, RECORDED IN THE
BOARDS MINUTES EXPLAINING THE REASONS THAT THE TRANSFER IS NEEDED,
AND DESCRIBING WHEN AND HOWTHE MONEY WILL BE REPAID TO THE RESERVE
FUND. THE TRANSFERRED FUNDS SHALL BE RESTORED TO THE RESERVE FUND
WITHIN ONE YEAR OF THE DATE OF THE INITIAL TRANSFER, EXCEPT THAT THE
BOARD MAY, UPON MAKING A FINDING SUPPORTED BY DOCUMENTATION THAT A
TEMPORARY DELAY WOULD BE IN THE BEST INTERESTS OF THE COMMON
INTEREST DEVELOPMENT, TEMPORARILY DELAY THE RESTORATION. THE BOARD
SHALL EXERCISE PRUDENT FISCAL MANAGEMENT IN MAINTAIN/NO THE’ INTEGRITY
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OF THE RESERVE ACCOUNT, AND SMALL. IF NECESSARY, LEVY A SPECIAL
ASSESSMENTTO RECOVER THE FULL AMOUNT OF THE EXPENDED FUNDS WITHIN
THE TIME LIMITS REQUIRED BY THIS SECTION. THIS SPECIAL ASSESSMENT IS
SUBJECT TO ThE LIMITATION IMPOSED BY SECTION 1366. THE BOARD MAY, AT
ITS DISCRETION, ECYEND THE DATE THE PAYMENT ON ThE SPECIAL ASSESSMENT
IS DUE. ANY EXTENSION SHALL NOT PREVENT THE BOARD FROM PURSUING ANY
LEGAL REMEDY TO ENFORCE THE COLLECTION OF AN UNPAID SPECIAL
ASSESSMENT.

D WHEN THE DECISION IS MADE TO USE RESERVE FUNDS OR To TEMPORARILY
TRANSFER MONEY FROM THE RESERVE FUND TO PAY FOR LITIGATION. THE
ASSOCIATION SHALLNOT1FYTHE MEMBERS OFTHE ASSOCIATION OFThAT
DECISION IN THE NEXT AVAILABLE MAILING TO ALL MEMBERS PURSUANT TO
SECTION 5016 OF THE CORPORATIONS CODE, AND OF THE AVAILABILrIY OF
AN ACCOUNTING OF THOSE EXPENSES. UNLESS THE GOVERNING DOCUMENTS
IMPOSE MORE STRINGENT STANDARDS. THE ASSOCIATION SHALL MAKE AN
ACCOUNTING OF EXPENSES RELATED TO THE LITIGATION ON AT LEAST A
QUARTERLY BASIS. THE ACCOUNTING SHALL BE MADE AVAILABLE FOR
INSPECTION BY MEMBERS OF THE ASSOCIATION AT THE ASSOCIATION’S OFFICE.

E AT LEAST ONCE EVERY ThREE YEARS THE BOARD OF DIRECTORS SHALL
CAUSE TO BE CONDUCTEDA REASONABLYCOMPETENTAND DILIGENT
VISUAL INSPECTIONOP THEACCESSIBLEARE4S OPTHEMAJOR
COMPONENTS WHICH THEASSOCIATION IS OBIJGATED 70 REPAIR, REPLACE,
RESTORE, OR MAINTAINAS PARTOPA STUDYOF THERESERVEACCOUNT
REQUIREMENTSOrTHE COMMONINTERESTDEVELOPMENTJPTHE CURRENT
REPLACEMENT VALUE OPTHEMAJOR COMPONENTSIS EQUAL TO OR
GREATER fl/AN ONE-HALPOPTHEGROSS BUDGETOF THEASSOCIAliON
WHICHEXCLUDES THEASSOCIAnON’S RESERVEACCOUNTPORflaT
PERIOD. THE BOARD SHALL REVIEW THIS STUDY ANNUALLY AND SHALL
CONSIDER AND IMPLEMENT NECESSARY ADJUSTMENTS TO ThE BOARD’S
ANALYSIS OF THE RESERVE ACCOUNT REQUIREMENTS AS A RESULT OF THAT
REVIEW. -

THE STUDY REQUIRED BYTHIS SUBDIVISION SHALL AT A MINIMUM INCLUDE:

I IDENTIFICATION OF THE MAJOR COMPONENTS WHICH THE ASSOCIATION
IS OBLIGATED TO REPAIR. REPLACE RESTORE. OR MAINTAIN WHICH, AS
OF THE DATE OF THE STUDY, HAVE A REMAINING USEFUL LiFE OF LESS
THAN 30 YEARS.

2 IDENTIFICATION OF THE PROBABLE REMAINING USEFUL LIFE OF THE
COMPONENTS IDENTIFIED IN PARAGRAPH 1 AS OF THE DATE OF THE
STUDY.

3 AN ESTIMATE OF THE COST OF REPAIR. REPLACEMENT, RESTORATION.
OR MAINTENANCE OF THE COMPONENTS IDENTIFIED IN PARAGRAPH 1
DURING AND AT THE END OF THEIR USEFUL LIFE.

4 AN ESTIMATE OF THE TOTAL ANNUAL CONTRIBUTION NECESSARY TO
DEFRAY THE COST TO REPAIR, REPLACE, RESTORE. OR MAINTAIN THE
COMPONENTS IDENTIFIED IN PARAGRAPH 1 DURING AND AT THE END
OF THEIR USEFUL UFE, AFTER SUBTRACTING TOTAL RESERVE FUNDS AS
OF THE DATE OF THE STUDY.

F AS USED IN THIS SECTION, "RESERVE ACCOUNTS MEANS MONEYS THAT THE
ASSOCIATION’S BOARD OF DIRECTORS HAS IDENTIFIED FOR USE TO DEFRAY THE
FUTURE REPAIR OR REPLACEMENT OF, OR AnDmor4s TO, THOSE MAJOR
COMPONENTS WHICH THE ASSOCIATION IS OBLIGATED TO MAINTA1NI.
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G AS USED IN THIS SECTION, RESERVE ACCOUNT REQUIREMENTS" MEANS THE
ESTIMATED FUNDS WHICH THE ASSOCIATIONS BOARD OF DIRECTORS HAS
DETERMINED ARE REQUIRED TO BE AVAILABLE AT A SPECIFIED POINT IN TIME TO
REPAIR, REPLACE, OR RESTORE THOSE MAJOR COMPONENTS WHICH THE
ASSOCIATION IS OBLIGATED TO MAINTAIN.
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