BEAR HOLLOW VILLAGE
HOMEOWNER’S ASSOCIATION

PARK CITY, UTAH

RESERVE STUDY – 2011 REVISION
The Board of Trustees for the Bear Hollow Village Homeowner’s Association (HOA) conducted a comprehensive Reserve Study for the community in 2006 to identify long term expenses we anticipate will occur and to plan for and save funds to address these future needs.  Professional staff from the Hamlet Development Corporation contributed their expertise and provided specific construction costs for community amenities as required.
In accordance with the requirements of the Utah Code (57-8-7.5) this comprehensive analysis and review of the 2006 Reserve Study is being conducted and changes / recommendations to improve our Reserve funding are implemented as described herein.

2006 RESERVE STUDY – OVERVIEW :

The 2006 Reserve Study grouped future costs into three separate areas, and recommended a future savings goal for that group based on several factors, including present costs of the amenity, average life use/expectancy of the amenity and future replacement costs for the amenity…….
Clubhouse Reserves                                 Present Cost       Future Cost     Life Remaining           

· Building / Roof/ HVAC / Misc.      $  50,000

$   77,000
18 yrs 

· Pool & Hot Tub                                 115,000                159,850
13 yrs

· Furniture / Painting & Other               50,000                  57,500           5 yrs

Grounds Reserves

     -     Private Asphalt Roads

          191,000

     294,140         18 yrs

     -     Stone Retaining Walls & Grounds       60,000                  87,000          15 yrs

General Reserves

· Contingency (10%)

The HOA subsequently established three separate Savings Reserve Accounts to fund
each category of future expenditures.  In 2006, total Reserve Funds available to the HOA totaled $93,504.00

The annual rate of inflation was projected to be 3%

The annual interest rate earned on reserve funds was projected to be 4%

2011 “LESSONS LEARNED FROM EXPERIENCE” :

Since 2006, the Trustees have continued to fund Reserves @ approximately $36,000.00 annually ($3,000.00 per month) and factored this amount into the Annual Budget funded by monthly dues contributions from all Owners in the community.

To take advantage of more favorable interest rates for higher savings balances in bank accounts, Reserve Funds from the three existing accounts were consolidated into one

General Reserve account.  
As of 8/15/2011, total reserve funds saved = $172,693.00
In addition, the HOA has established an Emergency Fund that is currently funded at

$32,000.00 with the goal to build this fund to $50,000.00 as soon as possible.

Annual budgets for the community always included funding for the following categories…

     -
Clubhouse Repairs

· Infrastructure Repairs

· Grounds Repairs

In general, all needed repairs to community infrastructure were performed and funded from annual budget funds, no expenditures from any Reserve Savings funds have been utilized for these expenditures.

Clubhouse furniture has been replaced or new furnishings added as deemed necessary; annually budgeted funds are available to address this contingency.

Miscellaneous infrastructure amenities have been well maintained and repaired as deemed necessary; annually budgeted funds are available to address this contingency.

The General Reserves / contingency fund is being replaced by the Emergency Fund and will be available to address any miscellaneous infrastructure expenses that cannot be handled from annually budgeted funds.

Since 2006, the annual inflation rate has averaged 2.25%

2010 = 1.64%

2009 =   -.34%

2008 = 3.85%

2007 = 2.85%

2006 = 3.24%

Since 2006, bank interest rates on savings funds have declined substantially and continue to fluctuate near historic lows.
CONCLUSIONS :

Clubhouse Reserves -

The 2006 Reserve Study adequately identified future expenditures to be expected for the Clubhouse 

· Building /Roof / HVAC /Misc.

· Pool & Hot Tub

Clubhouse Furniture /Painting future expenditures were over-estimated @ $50,000 present / $57,500. future costs and due to proper care and maintenance these amenities have added life years and replacement costs are addressed in annual budgets.

Reducing this line item to $25,000 would be appropriate under all circumstances.

Grounds Reserves –

The 2006 Reserve Study adequately identified future expenditures to be expected for
· Private Asphalt Roads

Expenditures for infrastructure replacements in the category

· Stone Retaining Walls & Grounds    

are probably over funded since the life expectancy of these amenities is expected to be longer than initially projected due to regular / annual maintenance as required.  
As a safeguard, the funding level established by the 2006 Reserve Study will remain.
General Reserves-
It is no longer necessary to fund General Reserves as part of our long term savings plan. This category is adequately replaced and funded by the Emergency Fund.

RECOMMENDATIONS :
While it can be debated and discussed at great length the need to revise or modify our

savings plans and reserve fund requirements, it is more important to recognize the fact
the HOA and its members have diligently saved funds for future expenditures and will continue to do so.

Since 2006, we have more than doubled our total reserve / emergency funds thru diligent planning and savings – we will continue on this steady course to fund all future needs of our community.

The Board of Trustees therefore recommends that the 2006 Reserve Study & 2011 Recommendations as outlined herein adequately identify our future expenditures and our savings plan places us on course to meet future goals and expenses.

