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Purpose
Use this guide to help board members, managers, treasurers, and finance committees discuss reserve funding clearly and document key
assumptions before making budget decisions.

WHAT RESERVE FUNDS ARE FOR WHY RESERVE FUNDING MATTERS

Reserve funds are money set aside for major repair, It helps reduce sudden financial pressure when major
replacement, and restoration of common-area components need work.

components.

They are different from routine operating cash used for It gives the board a clearer view of long-term capital
monthly expenses. obligations.

Examples may include roofs, asphalt, elevators, It supports more stable budget planning and owner
amenities, mechanical systems, fencing, or large communication.

landscape replacements. . )
It helps separate long-term repair planning from

Reserve funding decisions should be tied to known routine operating activity.
assets, expected timing, and documented
assumptions.

Operating Funds vs. Reserve Funds

Operating funds generally support recurring expenses such as utilities, management, landscaping, insurance, and
maintenance. Reserve funds generally support larger future repair and replacement obligations. Associations
should review governing documents, reserve study assumptions, accounting practices, and applicable law before
transferring or using reserve funds.

Funding Area Typical Purpose Budget Question

Operating budget Routine annual costs Can the association pay normal expenses during the year?
Reserve contribution Future capital needs Is enough being set aside for major future obligations?

Reserve expense Capital repair/replacement Is the expense tied to a documented component or board-approved

project?

GUIDE PRINCIPLE

Reserve funding is not just a savings decision; it is part of the association’s annual financial governance
process. The goal is to connect assets, timing, contribution levels, owner impact, and board
documentation in one clear review process.

This guide is provided for educational purposes only and does not constitute legal, accounting, tax, investment, insurance, or regulatory advice. Associations should consult qualified professionals
and review governing documents and applicable law before making financial decisions.
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Reserve Study and Component Review

Use reserve studies and component lists as planning inputs rather than treating them as finished decisions.

Reserve Study Role

A reserve study or reserve analysis generally helps identify common-area components, estimated useful lives, replacement
costs, and funding assumptions. Boards should review it against current conditions and known project changes.

Review Area What to Check Notes / Follow-Up

Component list Are major common-area assets included?

Has timing changed based on current

Remaining useful life condition?

Do costs reflect current bids, inflation, or

Estimated cost .
project scope?

Does the reserve balance match accounting

Funding balance
9 records?

Does the annual contribution support the

Contribution level expected funding path?

Are any large obligations missing or
intentionally excluded?

BOARD REVIEW QUESTIONS MANAGER / TREASURER NOTES

Excluded items

What major projects are expected in the next 1-5 years? Keep reserve activity separate from operating activity in
reports.
Do current contributions reflect known repair and Track reserve transfers and interest income clearly.

replacement needs?
Has the board compared the reserve study to actual
vendor pricing?

Are there deferred projects that may increase future cost Flag differences between the reserve study and current
or risk? budget assumptions.

Attach project approvals, invoices, bids, and board
decisions to the financial record.

Educational Note

Reserve studies are planning tools. They should support board discussion, but the board still needs to review actual
conditions, governing documents, owner impact, current financial reports, and professional input where appropriate.

This guide is provided for educational purposes only and does not constitute legal, accounting, tax, investment, insurance, or regulatory advice. Associations should consult qualified
professionals and review governing documents and applicable law before making financial decisions.
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Reserve Contribution Planning Basics

A simple framework for discussing how much the association should contribute each year.

Contribution Planning

The annual reserve contribution should be reviewed as part of the budget process and should connect current reserve balance, expected future projects,
estimated costs, and owner impact.

Planning Input Why It Matters Board Prompt
Current reserve balance Shows starting point for future funding Is the balance accurate and reconciled?
Near-term projects Highlights cash needs in the next few years What work is unavoidable or time-sensitive?
Long-term components Keeps distant obligations visible Are we creating future pressure by underfunding today?
Annual contribution Shows recurring funding support Is the contribution realistic and documented?

Connects funding decisions to owner

Assessment impact How will the contribution affect dues or assessments?

affordability
COMMON FUNDING APPROACHES WHAT TO DOCUMENT
Baseline contribution: continue the current reserve Reserve study date and assumptions used.

contribution and monitor whether it remains adequate.

Step-up contribution: increase reserve funding gradually Current reserve balance and reconciliation source.

over several budget cycles.
) ) o ) Maijor cost estimates, bids, or project updates.
Project-based funding: align increases with known

near-term reserve projects. Contribution decision, owner impact, and expected next

Special assessment support: use an approved review date.

assessment when contributions alone are not enough. Any professional review or board/legal approval needed.

Reserve Contribution Principle

The contribution should not be selected only because it keeps dues low. It should be reviewed against reserve obligations, project
timing, owner impact, and the board’s responsibility to maintain common-area assets.

This guide is provided for educational purposes only and does not constitute legal, accounting, tax, investment, insurance, or regulatory advice. Associations should consult qualified
professionals and review governing documents and applicable law before making financial decisions.
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Warning Signs and Common Mistakes

Use this page to identify reserve-funding issues before they become larger budget problems.

Review Focus

Reserve funding concerns are often visible before a major financial problem occurs. The board should watch for patterns, not
just one-month cash balances.

POTENTIAL WARNING SIGNS COMMON MISTAKES TO AVOID

¢ Reserve contributions are skipped, delayed, or reduced ® Treating the reserve balance as general extra cash.
without documentation.

¢ Major components are aging faster than expected or have ¢ Ignoring future costs because the current operating budget
recurring maintenance issues. appears balanced.

¢ Reserve expenses are paid from operating cash without ® Not reconciling reserve balances to bank and accounting
clear tracking. reports.

® The reserve study is outdated or does not reflect known ¢ Failing to explain reserve decisions in board packets or
projects. minutes.

® The board depends on special assessments for foreseeable ¢ Using one-year thinking for multi-year capital obligations.
work.

Issue Observed Possible Follow-Up

Reserve transfer not made Confirm budget, cash flow, and board authorization

Unexpected reserve expense Identify component, funding source, and approval record

Review bid, inflation, scope change, and reserve study

Large cost increase .
assumptions

Reserve study gap Request update, professional input, or board review

Board Discussion Notes

Use this space to record reserve-funding concerns, follow-up items, professional review needs, or questions to revisit
during the next budget or reserve-study discussion.

This guide is provided for educational purposes only and does not constitute legal, accounting, tax, investment, insurance, or regulatory advice. Associations should consult qualified
professionals and review governing documents and applicable law before making financial decisions.
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Annual Reserve Funding Review Checklist

A board-friendly checklist for reviewing reserve funding during the annual budget cycle.

Review Item Notes / Follow-Up

Current reserve balance reconciled to bank and accounting reports

Reserve study or capital component list reviewed

Near-term projects and expected timing discussed

Known bids, cost estimates, and vendor changes considered

Annual reserve contribution compared to projected needs

Reserve expenses separated from operating expenses

Owner impact of contribution or assessment options reviewed

Board decision and assumptions documented in meeting records

O o o o o o o O 0O

Next review date or follow-up action assigned

Utah / Governing Document Review Note

Associations should review governing documents and applicable state law before changing reserve funding, using reserve
funds, adopting special assessments, or approving major capital projects. This guide is educational and is not a substitute for
legal, accounting, reserve-study, or professional advice.

Reviewed By / Next Action

This guide is provided for educational purposes only and does not constitute legal, accounting, tax, investment, insurance, or regulatory advice. Associations should consult qualified
professionals and review governing documents and applicable law before making financial decisions.
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