Notes on CARF Worksheet and the 2011 Review

f
Overview of Workbook - The CARF Workbook consists of multiple Worksheets that are linked together. There are hundreds of formulas that propagte

the primary data throughout the Workbook. A new Worksheet is created for each annual review from the prior year's Worksheet. There are three
sections for each annual review Worksheet which are color coded as shown below. All of the "primary data" is in Section 1 and consists of 1) a list
of the Gapital Assets that all residentfowners must maintain, 2) an estimated cost to upgrade, replace or perform major periodic repairs (routine
maintenance or repairs are budgeted in the Operating Budget), 3) the useful life as the number of years between major upgrades/maintnenance, and
4) the estimated remaining useful life in years before the costs are likely fo be incurred. Some costs are incurred infrequently (replace roofing
shingles} and others require yearly outlays (fix broken or sunken concrete).

The estimated costs are raviewed by an independent professional about every five years. But in the annual review, the Finance Committe may
change any of the costs, useful lives, or remaining lives based on a contractor's bid for similar expenditures or a better understanding of the
condition of the assets or the need for immediate remedial work or deferral of work not yet required.

Core goals of any Capital Asset Reserve Fund - discussion with Association Reserves, an independent specialist in Reserve Funds

Equitable distribution among existing and future owners based on annual straight-line depreciation of assets;

Adequate funds to cover unexpected events, such as early replacement of hail damaged rogfing, so "special assessments” can be minimized
Budget stability over a multi-year periods so annual contributions remain relatively consistent and avoid velatile increases or decreases

Fiscally responsible, so future costs are rafionally anticipated, past owners have fairly contributed to tuture expenditures & new owners are not
unexpectedly saddled with assessements due to underfunding in the years prior fo their purchase of a unit.

A "Fully Funded" CARF means that, for each asset, if 1/2 of it's expected usefu! life has passed then 50% of the future costs are in the Reserve
Fund. But a Reserve Fund that is somewhere between 75% & 90% funded is considered acceptable because of uncerizinties in estimates.
Future inflation rates are one such uncertain estimate. A 3% average rate is acceptable for all assets. Some costs will inflate less, others such as
asphalt / roof shingles (petroleum based), power and water will fikely inflate mere rapidly.

Naticnal standards for Reserve Funds state that funding should be provided for 1) all asseis that the owner's agreement designate as common
property fo the HOA to the extent that such assets are not insured or insurable, 2) the cost to fully replace is over $1,000, 3) the assets have limited
useful fives, and 4} the remaining useful lives can be reasonably predicted.
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The Annual CARF Review steps are:

Update expenditures and funds balances for the prior year based eon the audited financial reports

Review Useful Lives and modifiy as considered appropriate

Review Remaining Useful Lives and modify as considered appropriate

Review the periodic cost estimates for upgrade, replacment or major repair, and modify based on available objective evidence when available.
Every five vears submit the CARF to an audit by an independent professiocnal and modify useiul lives and costs as recommended.

Review the proposed annual expenditures in the Werksheet and prepare next year's CARF budgeted expenditures. Modify timings or amounts as
deemed appropriate because the Worksheets develop estimated tirming and amounts; these are not "sacred" and require commomsense review.
Establish the amount of monthly dues that will be transferred to the CARF

Review the Funded Percentage to ensure that it is remains in acceptable ranges for the next five fo ten years.
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SUMMARY REPORT CAPITAL ASSET RESERVE FUND (CARF)
as @ July 2011

Cumulatively | Forthe YE | Budgsted YE | Budgeted YE

since 2005 | 12/31/2010 1213112011 12/31/2012
Contributions:
Theoretical CARF Coniributions based on annual amortization
of assst values over useful lives. $373,462 $98,405 $101,357 $104,398
Qver <Under> Proposed Contributions $109,590 {$16,700) ($12,037) (3118}
Actual CARF Contributions $483,052 $81,705 $89,320 $104,280
Monthly Contribution from Resident Dues $58 $58 $67
Actual or Budgeted Contribiuions from Resident Dues $79,401 $83,520 $96.480
New Owner Transfer Feas $0 $1,800 $1,800
Interest Income on Fund Balance $2,304 $4,000 $6,000
Actual or Budgeted CARF Contribufions $483,052 $81,705 $89,320 $104,280
Expenditures:
Proposed CARF Expenditures based on useful lives ($275,057) {$71.700) {$55,828) ($64,153}
Expendifures deferred {accelerated) per HOA review %4,417 $8,428 ($7,564) $1.846
Actual or Budgeted Expenditures ($270.640) ($63,272) {363,380} (362,307}
Actual or Budgeted Increase in the CARF $139,931 $18,433 $25,930 $41,0873
Beginning CARF Balance $220,713 $360,644 $379,077 $405.007
Ending CARF Balance $360,644 $379,077 $405,007 $446,980
Esfimated Replacement Value of HOA Property 2010 $16,000,000
Exposure to Unexpecied & Uninsured Loss $2,500
Not in Constant Dollars - reflecis inflationary efiects 2011 2012 2013 2014 2018 Nexi 5 Total 2021 > 2040
Future Estimated Expenditures $63,390 $64,153 $74,007 $68,624 | %$87,630 | $368,407 726,211 | ($4.479,628)
Future Proposed Fund Additions from Assessment, efc. $89,320 $104,280 $111,480 $119,440 | $123,760 | $523,507 | $1,071,787
Budgeted Increase <BDecrease> in Fund Balance $25,930 $40,127 $37,473 $50,816 $36,130 | $155,100 $345,576
Future Monthly Assessments (excludes other sources) $55 358 567 §72 $76 379
Funded Percentage (Goal: 75% fo 90%) 87.8% 83.2% 80.5% 78.5% 79.1% 78.4%




