How Stable is your Annual Budget?

Capital Replacement Reserves for Your Church and School
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How Stable is your Annual Budget?

Capital Replacement Reserves for Your Church and School

Mr. William |. Scrivens holds a Bachelors of
Science Degree in Civil Engineering, with
an emphasis in structures, from the
Pennsylvania State University.

Mr. Scrivens, with 20 years of experience
in structural design and inspection, has
personally performed well over 1,800
inspections on wide variety of private,
municipal, and military facilities throughout
the United States.

Bill is currently a Reserve Specialist, and
author and lecturer on the subject of
Capital Reserve Funding for Miller-Dodson
Associates.
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Opening Survey

Have you heard of a Reserve Study before?

Are you a member of a Home Owners’
Association, Condominium, Resort Timeshare, or
Country Club?

Have you ever served on a Board of Directors for
any of the above mentioned properties?

Have you been concerned about how to budget
for your facilities capital assets like roofs, HVAC
equipment, and other big ticket items?
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Topics

What are Reserves & Reserve Studies
Importance of Reserves & Reserve Studies
Where do Reserves fit into the Budget
What is in a Reserve Study

Reserve Studies, the ‘'nuts and bolts’

Questions
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What are Replacement Reserves?

Funds typically set aside in a separate
account.

Used only for replacement or major repair of
“capital components”.

Not to be used for “Maintenance and
Operation” expenses.

Not to be used for expansion of the facilities.
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Purpose of

Adequate Reserve Funds

Protect, preserve and enhance the physical
assets and aesthetic quality of the facilities!

Equitable distribution of costs over time for the
major repair and replacement of physical assets.

Help prevent the need for special funding efforts!
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What are Reserves Studies?

Financial Recommendation based on a visual
condition assessment of facility’s assets.

Provides a Budgetary Parameter for annual
funding of long-term capital replacements.

Should include Management’s Input reflecting
specific needs & goals of the facility.

May include a customized funding plan.
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Why is a Reserve Study Important?

Provides independent skilled assessment of
future Reserve funding needs.

Helps to prevent future financial crises due to
lack of long-term financial planning.

Provides fair and equitable funding of
Reserves over time.

Provides periodic updates of funding needs.
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Benefits of a Reserve Study

Sound Financial Planning Tool!
Establish Annual Reserve Contributions

Optimize Investment of Reserve Balance
Documents Reserve Components.
Documents projected Reserve “expenditures”.

Maintains consistent model of Reserve needs for
the future!
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Where Do Reserves Fit?

Operations
Expenses

Replacement
Reserves
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What is in a Reserve Study?

Starts with an inventory of components.

Provides a unit of measure and a replacement
cost for each component.

Sets a normal economic life and remaining
economic life for each component
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Funding

Recommendation\<
Current Cumulative
Funding Expenditures
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Current
Funding

Funding
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Expenditures
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VWhat are the basic

'nuts and bolts’
of a
Reserve Study?



Getting Started

Determine Appropriate Level of Service

Level 1, 2 or 3 Study?
Request Proposals
Review and Accept a Proposal
Schedule the Work

But what are the different study levels?
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Level 1, Reserve Study
with site visit (Initial Study)

Develops an Inventory of Reserve
Components

Performs Condition Assessments

Establishes Replacement Cost Estimates and
Useful Lives

Reports the Current Funding Status

Provides a Projected Funding Plan
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Level 2, Reserve Study Update

with site visit

Modifies an Existing Inventory of Reserve
Components

Performs Condition Assessments

Revises Replacement Cost Estimates and
Useful Lives

Reports the Current Funding Status
Provides a Projected Funding Plan

Level 2 Updates recommended every 3to 5 years.
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Level 3, Reserve Study Update

without a site visit

Typically performed annually by telephone
iInterview and through emails between
Level 1 and 2 or between Level 2 Studies.

Revises Replacement Cost Estimates and
Useful Lives

Reports the Current Funding Status
Provides a Projected Funding Plan

Copyright @ Miller Dodson Associates 2013 33



Coordination with Client

A Reserve Study should reflect the
intended use and mission(s) of the
congregation.

A Reserve Study should reflect the

aesthetic preferences of the
congregation.
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Additional Services

A Reserve Study provider should be able to
meet on site or by electronic media with
membership to present the Study and
Recommendations.

A Reserve Study provider should be able to
provide a customized funding solution such as a
Strategic Funding Plan.

A Reserve Study provider should be able to

provide annual or other future Reserve Study
Updates.
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Points for Churches

Protect your worship and missionary calling
with a fuller understanding of your secular
responsibilities, including the predictable long-
term costs associated with the replacement of
your facility’s capital assets.
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Points for Churches

Keep your banquet and other facilities attractive
and inviting, promoting their continued
desirability and use by the community and
congregation, and thereby promoting fellowship
and the goals of your calling.
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Points for Churches

Practice true stewardship by understanding the
funding needed to maintain the facilities
bequeathed to your care, and show by example
and practice, the message of stewardship to
your congregation, community, and major
donors.
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Points for Schools

Keep the education of your students as the top
priority, by developing a strategic plan and
funding model for the replacement of your
facilities, including your hi-tech and traditional

educational systems.
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Points for Schools

Project all costs, including long-term capital
replacement costs, equitably to your tuition fees
and other revenue streams.
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Points for Schools

Track and understand your facility better and all
of its components and subsystems, so you can
be in a proactive financial position with respect
to the funding of your capital replacements.
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How Stable is your Annual Budget?

Capital Replacement Reserves for Your Church and School

In wrapping this up then, It is no longer a question of
when the roof of your facility will need to be replaced,
that is predictable.

But rather, will you be on target financially as the
iInevitability of the roof replacement approaches.

Capital Replacement Reserve planning will put your
Church and School budget in a position of

Financial Strength by Understanding the Long-Term
Costs of Your Facility.
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Questions
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Thank you for your attention!

and

Thank you NACBA

for inviting

Miller Dodson Associates
Capital Reserve Consultants

800.850.2835

A down load of this presentation is available at

mdaReserves.com
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http://www.mdareserves.com/
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