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Reserve Summary b WK

(A§ required by California Civil Code Section 5563)

WEST BLUFF HILLS HOMEOWNERS ASSOCIATION

SCT Reserve Consultants, Inc. is pleased to provide this Level 1Il Reserve Study (Financial Update Report). In order to comply
with the California Civil Code, specifically the Davis-Stirling Common Interest Development Act, Section 5565, we are providing
the following information to the Homeowners within WEST BLUFF HILLS HOMEOWNERS ASSOCIATION.

The following study has been prepared with several assumed factors taken into account: a 3.00% inflation rate; a 1.00% return
on investment (interest earned); taxes on interest earned is paid for through the operating fund; an estimated remaining life of
each reserve component; and an estimated current replacement cost of each reserve component.

As of December 31, 2017, the estimated ending reserve fund balancp—'iggiim,.?so a/u%i the estimated current replacement cost is
$1,457,583 for the portfolio of reserve components. The projected future replacement cost of the pertfolio is $2,190,566,
calculated at an annually compounded inflation rate of 3.00%. The Association’s level of fundjng which is based upon the
estimated ending reserve fund balance divided by the reserve components’ fully funded amount is 4:)1.]6%. This is referred to as
Percent Funded. The Association would be 100.00% funded if there were §755,088.00 in the reservé\ig_n_g://"“?g% = 26%5;3

The current deficiency (or surplus if the number is in parenthesis) in reserve funding expressed on a per unit basis is $5,64‘}.98. .65%

This is calculated by subtracting the ending balance ($303,250) from the 100% funded figure (8755,088.00), then divided by the )
number of ownership interests (80). There is currently no requirement to be fully fundegi_;_,_ o

P

)"( Qur original analysis of the cash flow for this association indicated future inadequ_a(ef/txnding if there were no annual increases to
the Reserves. It is our understanding the Board of Directors will allocate a total of $7,855 per sonth starting in 2018 ($98.19 per
unit per month for each of the 80 ownership interests) towards the reserve fund. To offset the future cash shortfall we
recommend and have included an increase of 3.60% starting in 2019 for 29 years. Fhe-ificrease is scheduled to take effect in the
year 2019, The Board of Directors may change the amount; however, it will impact the level of funding on reserves. These
numbers, by themselves, are not a clear indicator of financial strength and could indicate underfunding, overfunding, or adequate
funding.

The following table represents additionally required information pursuant to the Davis-Stirling Common Interest Development

Act, Section 5565.

Fiscal Year: January 1, 2018 through December 31, 2018

Estimated Estimated Estimated Eslim{z_le.fi o )

Category R.en.zaini'ng Current Fund Bal(mc_e on Resarve Special Estimated

= U.xtefm Replacement Dec 31, 20617 Allocation .-4ssess.-nle;z.: interest

Lives Cost Allocation

_Asphalt & Concrete 0to 16 @ $236,805 $52,755 | $16,398.01 $0.00 | $438.69
| Buildings, Decks 231023 |G- $300,000 $10,942 |  $3.401.10 $0.00 | $90.99
¥} Buildings, Doors 7t021 $54,200 $4,991 $1,551.28 $0.00 $41.50
% | Buildings, Interiors 1tol0 $40.150 $8,477 $2.634.91 $0.00 $70.49
+ | Buildings, Pests & Termites 0t 0 $7.800 $8,284 $2,574.83 $0.00 $68.88
% | Buildings, Plumbing l1to4 $32,800 $9,723 $3,022.26 $0.00 $80.85
i | Buildings, Roofs 4t011 @ $365,080 $81,022 | $25,184.39 $0.00 | $673.74
Contingency 0t 0 $4,700 $4,991 $1,551.50 $0.00 $41.51
Electrical/Lights 8to 13 $20,600 33,596 $1,117.83 $0.00 $29.90
| Fence/Gates/Walls 61029 @ $127,038 $15,310 $4,758.83 $0.00 | $127.31
17| Fire Safety 4t04 84,200 S$1.085 $337.28 $0.00 $9.02
| Irrigation ‘ 1to 10 $29.,400 $6,583 $2.,046.33 $0.00 $54.74
f Landscape Ty 1108 $24,800 $5,665 |  $1,761.02 $0.00 | §47.11
5; Mailboxes o 9t09 $25,000 $5,261 $1,635.15 $0.00 $43.74
W Paipe. ' Oto4 @ $130,400 $60,145 | $18,695.12 $0.00 | $500.14
& Pool&sSpa | 0w9 | 49610 $23,659 |  $7,353.98 $0.00 | $196.74
] Signage ' 1610 16 $5,000 $760 $236.19 $0.00 $6.32
Totals: $1,457,583 $303,250 $94,260 S0 $2,522

Report Date 11/21/17 Version |

The complete reserve study is available by request from the Association.
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Assessment and Reserve Funding Disclosure Summary
For the Fiscal Year Ending December 31, 2018

(As illustrated by California Civil Code Section 5570(a))

(1) The regular assessment per ownership interest is variable per month.

Type Size # Monthly Assessment
ibd/1ba 675 20 $282.08
1bd/1ba 750 20 $300.72
2bd/2ba 1065 20 $336.64

2bd/2.5ba 1180 20 $357.92

(2) Additional regular or special assessments that have already been scheduled to be imposed or charged,
regardless of the purpose, if they have been approved by the board and/or members: SEE ANSWER BELOW
TO QUESTION #4 WHICH SUGGESTS THERE WILL BE INCREASES IN REGULAR
ASSESSMENTS FOR RESERVE FUNDING.

Amount per ownership interest
per month or vear:

(Intentionally left blank) (Intentionally left blank) (Intentionally left blank)

(3) Based upon the most recent reserve study and other information available to the board of directors, will
currently projected reserve account balances be sufficient at the end of each year to meet the association’s
obligation for repair and/or replacement of major components during the next 30 years?

Yes X No

Yes, if the Association follows the recommended future reserve contribution increases as outlined in the reserve
study and disclosed in the table of question (4) with consideration to the note below*.

Date assessment will be due: Purpose of the assessment:

No, if the Association does not follow the recommended future reserve contribution increases as outlined in the
reserve study and disclosed in the table of question (4) with consideration to the note below*.

*Note: The information contained within the reserve study includes estimates of replacement vaiue and life expectancies of the components
and includes assumptions regarding future events based on information provided by and supplied to the Association’s Board of Directors
and/or management. Some assumptions inevitably will not materialize and unanticipated events and circuinstances may occur subsequent to
the data of this disclosure summary. Therefore, the actual replacement cost and remaining life may vary from the reserve study and the
variation may be significant. Additionally, inflation and other economic events may impact the reserve study, particularly over a thirty (30;
vear period of time which could impact the accuracy of the reserve study and the finds available to meel the association’s obligation for
repair and/or replacement of major components during the next thirty (30} vears. Furthermore, the occurrence of vandalism, severe weather
conditions, earthquakes, floods or other acts of God canrniot be accounted for and are excluded when assessing life expectancy of the
components. The reserve study only includes items that the Association has a clear and express responsibility to maintain, pursuant to the
Association’s CC&Rs.

(4) If the answer to (3) is No, what additional assessments or other contributions to reserves would be necessary to
ensure that sufficient reserve funds will be available each year during the next 30 years that have not yet been
approved by the Board or the members?

Approximate date assessment(s) will be due: Amount per ownership interest per month:
3.60% starting in 2019 for 29 years (Current amount) X (the increases)

(5) All major components are included in the reserve study and are included in its calculations.

{(6) Based on the method of calculation in paragraph (4) of subdivision (b) of Section 5550, the estimated amount
required in the reserve fund at the end of the current fiscal year is §739,270.05, as of December 31, 2018, based in
whole or in part on the last reserve study or update prepared by SCT RESERVE CONSULTANTS, INC. The
projected reserve fund cash balance at the end of the current fiscal year is §296,406.40, resulting in reserves being
40.09% percent funded at this date. If an alternate, but generally accepted, method of calculation is also used, the
required amount is $§703,625. (See explanation below).

Explanation: Cash Flow Methodology - a method of developing a reserve funding plan where contributions to the reserve

fund are designed to offset the variable annual expenditures from the reserve fund. Different reserve funding plans are tested

against the anticipated schedule of reserve expenses until the desired funding goal is achieved. o

/scr\.),
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Assessment and Reserve Funding Disclosure Summary
For the Fiscal Year Ending December 31, 2018

(As illustrated by California Civil Code Section 5570(a))
(continued)

7) See below: 30-Year Reserve Funding Plan Table...Based on the method of calculation in paragraph
(4) of subdivision (b} of Section 5550 of the Civil Code, the estimated amount required in the reserve
fund at the end of each of the next five budget vears is $(see “100% Funded” column below), and the
projected reserve fund cash balance in each of those years, taking into account only assessments already
approved and other known revenues, is S{see “Casi Flow Balance with Funding Plan” column below),
leaving the reserve at (see “Percent Funded” column below) percent funding. If the reserve funding plan
approved by the association is implemented, the projected reserve fund cash balance in each of those
vears will be S(see “Cash Flow Balance with Funding Plan” column below), leaving the reserve at (see
“Percent Funded” column_below) percent funding. Note: The financial representations set forth in this
summary are based on the best estimates of the preparer at that time. The estimates are subject to change.
At the time this summary was prepared, the assumed long-term before-tax interest rate earned on reserve
» _~funds was 1.00% per year, and the assumed long-term inflation rate to be applied to major component
/-~ repair and replacement costs was 3.00% per year.

30-Year Reserve Funding Plan Table

Fiscal Year: January 01, 2018 - December 31, 2018
End of Year Revenue Expenditures
Year 100% Cash Flow |, ent Funded Contribution, | o\ inution | Contribution | COMPORONtS,
Funded (Bala‘nce e (EOY) ateryol, Unit/Month % Change TR
Funding Plan} Spec Assess Deferred Exp
2017§ $755,088 $303,250 40.16%

2018} $739,270 $296,406 40.09% $96,782 $98.19 $103,625
2019} $755,203 $322,185 42.66% $100,402 $101.72 3.60% $74,624
2020} $828,264 $410,657 49.58% $104,756 $105.38 3.60% $16,285
2021] $896,883 $498,164 55.54% $109,253 $109.18 3.60% §21,745
2022] $808,828 $409,534 50.63% $112,200 $113.11 3.60% $200,830
2023} $838,072 $453,261 54.08% $116.471 $117.18 3.60% §72,745
2024  $909,420 $549,987 60.48% $121,443 $121.40 3.60% $24,717
2025} $978.709, $648,135 66.22% $126,595 $125.77 3.60% $28,447
2026] $978,845 $663,941 67.83% $131,114 $130.30 3.60% $115,308;
2027} $1,014,281 $723,192 71.30% $136,168 $134.99 3.60% $76,916
2028] $831,468 $493,281 59.33% $138,644 $139.85 3.60% $368,555|
2029] $714,735 $334,345 46.78% $141,844 $144.88 3.60% $300,780
2030} $710,296 $333,497 46.95% $146,754 $150.10 3.60% $147,602
2031f $767,323 $417,118 54.36% $152,715 $155.50 3.60% $69,094
2032] $827,102 $509,773 61.63% $158,982 $161.10 3.60% $66,327
2033} $849,820 $568,094 66.85% $165,119 $166.90 3.60% $106,798
2034] $798,385 $492,538 61.69% $170,165 $172.91 3.60% $245,721
2035f $867,756 $608,521 70.13% $177,188 $179.13 3.60% $61,205
2036] $952,253 $750,199 78.78% $184,749 $185.58 3.60% $43,071
2037] $947,052 $746,719 78.85% $191,159 $192.26 3.60% $194,639
2038] $929,865 $772,296 83.05% $198,018 $198.18 3.60% $172,439
2039] $943,116 $794,051 84.19% $205,086 $206.35 3.60% $183,332
2040% $1,006,194 $886,662 88.12% $213,077 $213.78 3.60% $120,466
2041} $778,090 $380,726 48.93% $215,647 $221.48 3.60% $721,583
2042] $825,711 $468,163 56.70% $223,889 $228.45 3.60% $136,452
2043) §824,191 $506,358 61.44% $232,183 $237.71 3.60% $193,989
2044} $945,062 $702,889 74.37% $242,251 $246.27 3.60% $45,720
2045) $1,068,941 $910,963 85.22% $252,788 $255.13 3.60% $44,714
2046] $1,131,302 $1,050,223 92.83% $262,980 $264.32 3.60% $123,720
2047} $1,258,998 $1,267,519 100.68% §274,203 $273.84 3.60% $56,906

30-Year Sum: | $5,102,623 $4,138,355
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WEST BLUFF HILLS HOMEOWNERS ASSOCIATION
SCT Reserve Consultants, Inc. Job No. 2016-061-02 L3 Page 7 of 28

Summary

In accordance with our proposal, 2016-061, SCT Reserve Consultants, Inc. is pleased to provide this
Level [lI Reserve Study Financial Update Report for WEST BLUFF HILLS HOMEOWNERS
ASSOCIATION. Our study was performed in accordance with the Davis-Stirling Common Interest
Development Act, specifically §5550, of the California Civil Code. This report included a site inspection
on August 24, 2016. This condominium common interest development (CID) is located at 6901 Quail
Place, Carlsbad, California 92009. We are using an inception date for the components of January 1, 1981.
This study is for January I, 2018 through December 31, 2018, the Association’s fiscal year.

In general, reserve funds are funds set aside from collected association fees paid by owners of a common
interest development. These funds earn interest and are disbursed when deemed necessary by the Board of
Directors. The purpose of a reserve study is to determine how much money should exist in a reserve fund
at a given point in time or to project required future contributions and expenditure amounts so that
sufficient reserve funds are available when needed. Our reserve study is generated using proprietary SCT
software and a combination of local industry standards and national average replacement costs.

The SCT software utilizes the weighted average life (WAL) of the reserve components. The future cost
method for the WAL is calculated by using the current replacement cost of each component, as of the
analysis date, and the number of years until each reserve component is scheduled to be replaced. This
determines the monthly reserve contributions needed and calculates the future reserve balances.

A 30-year “Cash Flow and Percent Funded Projection” analysis and “Graph” are produced to verify and
define the relationship of the Cash Flow (annual beginning balance) with respect to the 100% funded
amount. Ideally, the Cash Flow line of the graph should run parallel to and below the “Percent Funded”
line of the graph, see funding goals.

The following study has been prepared with several assumed factors taken into account: 3.00% inflation
rate; a 1.00% return on investment (interest earned); taxes on interest earned is paid for through the
operating fund; an estimated remaining life of each reserve component; and an estimated current
replacement cost of each reserve component.

A contingency fund of 5.0% has been established to pay for incidental and miscellaneous reserve
expenditures. Otherwise, any component that has a life cycle (full life) of less than two years should be
budgeted and paid for through normal operating or property maintenance funds and is not included as part
of this study.

The current deficiency (or surplus if the number is in parenthesis) in reserve funding expressed on a
per unit basis is $5,647.98. This is calculated by subtracting the ending balance (8303,250) from the
100% funded figure ($755,088.00), then divided by the number of ownership interests (80). There is
currently no requirement to be fully funded.

Report Date 11721717 Version 1 <:q!x;\
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WEST BLUFF HILLS HOMEOWNERS ASSOCIATION
SCT Reseirve Consultanis, Inc. Job No. 2016-061-62 L3 Page 8 0of 28

Summary

(continued)

As of January 1, 2018, the estimated reserve fund balance is $303,250 and the estimated current
replacement cost is $1,457,583 of the portfolio of reserve components. The projected future replacement
cost of the portfolio is $2,190,566, calculated at an annually compounded inflation rate of 3.00%. The
Davis-Stirling Common Interest Development Act requires the disclosure of the current reserve fund
balance divided by the current replacement cost (this is not Percent Funded). Currently, this factor for
WEST BLUFF HILLS HOMEOWNERS ASSOCIATION is 20.80%.

The Association’s level of funding for the fiscal year (January 1, 2018 through December 31, 2018)
which is based upon the final estimated reserve fund balance divided by the reserve components’ fully
funded amount is 40.09%, and is referred to as Percent Funded. The Association would be 100.00%
funded if there were $739,270.05 in the reserve fund.

Our original analysis of the cash flow for this association indicated future inadequate funding (see tk
graph, the “square box and/or pink line”). This line represents the cash flow if there were ng-anmnual™ ™
increases to the Reserves. It is our understanding the Board of Directors will allocate a total of §7,855 ,
per month starting in 2018 ($98.19 per unit per month for each of the 80 ownership interestsy-towards—— ‘A
the reserve fund. To offset the future cash shortfall we recommend and have included an increase of
3.60% starting in 2019 for 29 years. The increase is scheduled to take effect in the year 2019. The
Board of Directors may raise or lower this amount, however, it will impact the level of funding on
reserves. These numbers, by themselves, are not a clear indicator of financial strength and could indicate

underfunding, overfunding, or adequate funding.

Sincerely,

‘L(’)\ b 250750/, 4%,783
‘\_\%,&\7 ’503‘250/“({;7,5(3

Michael C. Graves, R.S. #00039

SCT Reserve Consultants, Inc.
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