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Budgeting and Funding for
MR &R

Challenge:

Budget funding for “long-term?”,
“large-ticket” expenditures.

Spread funding equitably over
time.



Replacement Reserve Study

e Established and accepted budget
forecasting system.

e Based upon:
- Replacement Costs
- Remaining Useful Life

e Analyses required annual funding for
major repair and replacement (MR&R)



IRS Guidelines for CIC’s

Specific monies for specific projects;
Separate bank Account;
Only "Capital Expenditures”’;

No "Maintenance & Operations”
expenditures;



Expense Classification

“Capital Expenditures”
Versus

“"Maintenance & Operations
Costs”

How do we differentiate?



Filter One:
IRS Guidelines

A normal, annual and
anticipated expense cannot
be a "Capital Expenditure’’;

it must be considered a
“"Maintenance Expense”.



Filter Two -
Cost Threshold Consideration

Established by Policy of the Board
of Directors:

Life of 3 yrs or more and j_‘_‘_‘_‘_‘_‘f“‘j:;, Capital Expenditure
Cost more than X

o of | n .5 Maintenance &
Life oflessthan 3yrs W4 operations Cost
and Cost less than X




Pond Expenditure Breakdown

Typical Costs 1 acre pond, 1,000 shoreline
Annual Maintenance Costs
Threshold Costs below minimum costs

Reserve Costs for major repair and
replacement.



Pond Service

Cost for typical 1.0 acre pond
(5-8’ depth), 1,000’ shoreline

Water Quality

Water Management-Chemical applications

$1,000-53,000/year

Water Management-Bacteria applications

$3,000-85,000/year

10-12" Triploid Grass Carp(20 fish/acre) $200-5400
Blue Tilapia(200-400 fish/acre) $200-5500
Aeration-1 hp aerating fountain $2,000-54,000
Aeration-2 diffuser bottom aeration unit $3,000-55,000

Mosquito abatement

-chemical

$1,500-52,500/yearly

-biological (Gambusia, Bluegill, dragonfly, etc.)

$400-51,000

Dredging-removal of 3’ depth-est. 4800 cubic yd

-hydraulic dredging

$200,000-5400,000

-heavy equipment dredging

$100,000-5$300,000

-hauling

$50,000-5$70,000
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Pond Service (cont.)

Upland Shoreline restoration

-upland planted shoreline $5,000-510,000
-regrade and hydroseed $5,000-$10,000
-reinforced shoreline(turf reinforcement) $15,000-525,000
Lower Shoreline restoration

-reinforced aquatic planting-coir log and wetland carpet $10,000-520,000
-Bare root aquatic planting $3,000-55,000
-stonework or bulkhead $500,000-51,000,000
-rip-rap $70,000-5130,000
Engineering consultation $500-55,000
Storm water feature repairs

Trash grates and outfall covers $400-51,500
Inflow rip-rap repairs(estimate 50’) $7,000-$13,000
Clogged pipe cleaning-Vacuum truck $2,000-$5,000
Trash and minor debris removal $500-51,000
Vegetation and Debris removal $2,000-55,000
Tree and branch removal $5,000-$10,000
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Annual Maintenance Costs pg 1

Pond Service

Cost for typical 1.0 acre pond
(5-8' depth), 1,000’ shoreline

Water Quality

Water Management-Chemical applications $1,000-53,000/year
Water Management-Bacteria applications $3,000-55,000/year
10-12" Triploid Grass Carp(20 fish/acre) $200-5400

Blue Tilapia(200-400 fish/acre) $200-S500
Aeration-1 hp aerating fountain $2,000-54,000
Aeration-2 diffuser bottom aeration unit $3,000-55,000
Mosquito abatement

-chemical $1,500-52,500/yearly
-biological (Gambusia, Bluegill, dragonfly, etc.) $400-51,000

Dredging-removal of 3’ depth-est. 4800 cubic yd

-hydraulic dredging

$200,000-5400,000

-heayy equipment dredging

$100,000-5300,000

-hauling

$50,000-570,000




Pond Service (cont.)

Upland Shoreline restoration

-upland planted shoreline $5,000-510,000
-regrade and hydroseed $5,000-510,000
-reinforced shoreline(turf reinforcement) $15,000-525,000
Lower Shoreline restoration

-reinforced aquatic planting-coir log and wetland carpet $10,000-520,000
-Bare root aguatic planting $3,000-55,000
-stonework or bulkhead $500,000-$1,000,000
-rip-rap $70,000-5130,000
Engineering consultation $500-55,000
Storm water feature repairs

Trash grates and outfall covers $400-51,500
Inflow rip-rap repairs{estimate 50’) $7,000-513,000
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Tree and branch removal

$5,000-510,000
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Threshold Costs

Pg 1

Pond Service

Cost for typical 1.0 acre

pond (5-8’ depth), 1,000’
shoreline

Water Management-Chemical applications $1,000-53,000/year
Water Management-Bacteria applications $3,000-55,000/year
10-12" Triploid Grass Carp(20 fish/acre) $200-5400

Blue Tilapia{200-400 fish/acre) $200-5500
Aeration-1 hp aerating fountain $2,000-54,000
Aeration-2 diffuser bottom aeration unit $3,000-55,000
Mosquito abatement

-chemical $1,500-52,500/yearly
-biological {(Gambusia, Bluegill, dragonfly, etc.) $400-$1,000

Dredging-removal of 3’ depth-est. 4800 cubic yd

-hydraulic dredging

$200,000-5400,000

-heavy equipment dredging

$100,000-5300,000

-hauling

$50,000-570,000




Pond Service (cont.)

Upland Shoreline restoration

-upland planted shoreline $5,000-510,000
-regrade and hydroseed $5,000-510,000
-reinforced shoreline(turf reinforcement) $15,000-525,000
Lower Shoreline restoration

-reinforced aquatic planting-coir log and wetland carpet $10,000-520,000
-Bare root aquatic planting $3,000-55,000
-stonework or bulkhead $500,000-51,000,000
-rip-rap $70,000-5130,000
Engineering consuitation $500-55,000
Storm water feature repairs

57 000 513 000

lnﬂow np-rap repaus(estnmate SO’)

| Tree and branch removal

$s 000- 510 ooo
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Pond Service Cost for typical 1.0 acre pond
{5-8’ depth), 1,000’ shoreline

Wator Qualuty

Aeration-2 diffuser bottom aeration unit

Mosquito abatement

Dredging-removal of 3’ depth-est. 4800 cubic yd
-hydraulic dredging $200,000-5400,000
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Pond Service (cont.)

Upland Shoreline restoration

-upland planted shoreline

$5,000-510,000

-regrade and hydroseed

$5,000-510,000

Lower Shoreline restoration

-Bare root aquatic planting

$3,000-55,000

-stonework or bulkhead $500,000-$1,000,000
-rip-rap $70,000-5130,000
Engineering consultation $500-55,000

Storm water feature repairs

Copyright 2016 Miller Dodson Assoc. Inc.




Reserve Study Sample



TTC Pond
North Charleston, SC
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Miller + Dodson Associates, Inc. Replacement Reserve Analysis - Page A1

TTC Pond November 17, 2016
TI48NTTC FOND T

EXECUTIVE SUMMARY

The TTC Pond Replacement Reserve Analysis uses the Cash Flow Method (CFM) to
calculate Replacement Reserve funding for the periodic replacement of the 9 Projected Replacements

identified in the Replacement Reserve Inventory
551.917| RECOMMENDED REPLACEMENT RESERVE FUNDING FOR THE STUDY YEAR, 2017

$4.326 39 Per unit (average). minimum monthly funding of Replacement Reserves

We recommend the Association adopt a2 Replacement Reserve Funding Plan based on the annual funding
recommendation above Inflation adjusted funding for subsequent years is shown on Page AS

TTC Pond reports a that the Association is currently not funding Replacement Reserves.
This Study contains the information necessary for the Association to develop a Funding Plan to address the
$1,370,000 of Projected Replacements identified in the Replacement Reserve Inventory over the 40-year Study Period
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Pond Service Cost for typical 1.0 acre pond
{5-8’ depth), 1,000’ shoreline

Dredging-removal of 3’ depth-est. 4800 cubic yd
-hydraulic dredging

$200,000-5400,000
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Pond Service (cont.)

Upland Shoreline restoration
-upland planted shoreline $5,000-510,000

-regrade and hydroseed $5,000-$10,000

Lower Shoreline restoration

-Bare root aquatic planting $3,000-55,000
-stonework or bulkhead $500,000-$1,000,000
-rip-rap $70,000-5130,000
Engineering consultation -$500-55,000

Storm wator feature repairs
ates and outfall covers | 5400-61,500 - o
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$25,000.00

$10,000.00

SITE COMPONENTS - Replacement Costs - Subtotal $367,500
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$1,370,000 | REPLACEMENT RESERVE INVENTORY - PROJECTED REPLACEMENTS
The TTC Pond Replacement Reserve Inventory identifies 9 items that will require periodic
replacement, that are to be funded from Replacement Reserves. We estimate the cost of these replacements will
be $1,370,000 over the 40-year Study Period. The Projected Replacements are divided into 2 major categories
starting on Page B3. Pages B1-B2 provide detailed information on the Replacement Reserve Inventory.
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CASH FLOW METHOD FUNDING

$51.917| RECOMMENDED REPLACEMENT RESERVE FUNDING FOR 2017
~ $4,326.39 Per unit (average), minimum monthly funding of Replacement Reserves

Recommended Replacement Reserve Funding has been calculated using the Cash Flow Method (also called
the Straight Line or Threshold Method). This method calculates a constant annual funding between peaks in
cumulative expenditures, while maintaining a Minimum Balance (threshold) in the Peak Years.

® Peak Years. The First Peak Year occurs in 2022 with Replacement Reserves on Deposit dropping to the

Minimum Balance after the completion of $277 500 of replacements from 2017 to 2022, Recommended
funding declines from $51,917 in 2022 to $36,499 in 2023. Peak Years are identified in Chart 4 and Table 5.
® Minimum Balance. The calculations assume a Minimum Balance of $34,000 in Replacement Reserves. This
is approx. 12 months of average expenditures based on the $34,250, 40-year average annual expenditure.
® Cash Flow Method Study Period. Cash Flow Method calculates funding for $1,370,000 of expenditures
over the 40-year Study Period. It does not include funding for any projects beyond 2056 and in 2056, the end of
year balance will always be the Minimum Balance.

Copyright 2016 Miller Dodson Assoc. Inc.
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INFLATION ADJUSTED FUNDING

T8 WTTE PORDYY

The Cash Flow Methed calculations on Page A4 have been done in today's dollars with no adjustment for inflation. At
Miller + Dodson, we belive that long-term inflation forecasting is effective at demonstrating the power of compounding,
not at calculating appropnate funding levels for Replacement Reserves We have developed this proprietary mode! to

estimate the short-term impact of inflation on Replacement Reserve funding

g1g1| 2017 - CASH FLOW METHOD RECOMMENDED FUNDING
The 2017 Study Year calculations have been made using current replacement costs
(see Page B2), modified by the Analyst for any project specific conditions

$53,704 | 2018 - INFLATION ADJUSTED FUNDING
A new analysis calculates 2018 funding based on three assumptions,
¢ Repiacement Reserves on Deposit totaling $51,917 on January 1, 2018
@ No Expenditures from Replacement Reserves in 2017.

@ Construction Cost Inflation of 2 50 percent in 2017
The $53,704 inflation adjusted funding in 2018 is a 3 44 percent increase over the
non-inflation adjusted 2018 funding of $51,917.

$55 2019 - INFLATION ADJUSTED FUNDING
A new analysis calculates 2018 funding based on three assumptions,
@ Replacement Reserves on Deposit totaling $105,621 on January 1, 2019
® No Expenditures from Replacement Reserves in 2018,

@ Construction Cost Inflation of 2.50 percent in 2018
The $55,982 inflation adjusted funding in 2019 is a 7 B3 percent increase over the
non-inflation adjusted 2019 funding of $51,917.

sg,gnl 2020 - INFLATION ADJUSTED FUNDING
A new analysis calculates 2020 funding based on three assumptions,
¢ Replacement Reserves on Deposit totaling $161,603 on January 1, 2020
* No Expenditures from Replacement Reserves in 2019,

® Construction Cost Inflation of 2. 50 percent in 2019
The $59,078 inflation adjusted funding in 2020 is a 13 79 percent increase over the
non-infiation adiusted funding of $51.917
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Questions



Download PDF at

www.MillerDodson.com



