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Association Reserves of WA

A Reserve Study is a planning document & budget model for the 
association’s expenses “whose infrequent and significant nature make 

them impractical to be included in an annual budget” - RCW

WHAT IS A RESERVE STUDY?

The purpose of a Reserve Study is to prepare the association for 
the significant maintenance, repair & replacement expenses they 

can expect to face over time, while minimizing or eliminating 
“surprises” and special assessments.
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TYPES OF RESERVE STUDIES
• Level 1: Full study

• Typically performed only once

• Level 2: With‐site‐visit

• Level 3: No‐site‐visit

• Level 4: Plans and specs

Who Needs A Reserve Study?

• All condo and HOA communities that have 
“significant assets,” which are those where the 
current cost to replace reserve components is:

• For Condos, 50% or more of operating budget

• For HOAs, 75% or more of operating budget

• Applies to Old and New Act Condos and HOAs

• Significant assets test not applicable under 
WUCIOA; required for all CICs unless exempt.

Reserve Study Exemptions
 Condominiums (Old and New Act):

 No significant assets

 Unreasonable hardship (cost >10% of budget)

 Non‐residential condominiums

 Condos with ten or fewer units can waive study with 
2/3 vote every 3 years

 HOAs (HOA Act):
 No significant assets

 Unreasonable hardship

 Cost exceeds 5% of annual operating budget

 Ten or fewer homes
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Reserve Study Exemptions, Cont.

WUCIOA

 Non residential communities

 CICs with “only nominal reserve costs”

 Cost of study or update exceeds 10% of 
annual budget

 Note: if governing documents impose 
greater responsibilities, must meet them.

Reserve Study Updates

 By law, study must be updated annually 
unless unreasonable hardship

 The initial full reserve study must be 
conducted by a reserve professional

 Visual site inspection by reserve 
professional required every 3 years

 Updates w/o site visit do not have to be 
performed by reserve professional
 Risks from self-preparation or use of 

unqualified person? 

Reserve Study Professional

 Statute defines reserve study professional 
as a person who is:
 Independent and

 Qualified by knowledge, skill, experience, 
training, or education to prepare a reserve study 
that meets statutory requirements

 Reserve Specialist (RS) designation from 
CAI meets and exceeds those minimum 
requirements 
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A list of what you’re Reserving for –
“Component List”

THE “3 EXPECTED RESULTS”
of a Reserve Study

1.

2.

3.

A measurement of the adequacy of your 
current Reserve Funds – “Percent Funded”

A plan to prepare for the expenses in the 
Component List – “Funding Plan”

What Components to Include?

The reserve component list is designed to guide an association to prepare 
for the predictable significant expenses facing the association. The list is 

a key forecasting tool that helps associations plan accordingly and 
maintain financial stability. 

THE COMPONENT LIST
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Reserve Study Recommendations

30 Year Cash Flow: Full Funding

30 Year Cash Flow: Baseline Funding
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Importance of Regular Reserve Funding

 Four Ways to fund reserve projects:
1. Budgeted contributions

2. Special assessments

3. Loan

4. Decline in property values

 Regular budgeted contributions:
 Stabilize budgets

 Fair to past, current and future owners

 Cost efficient

Where Does My Association Stand?

 From a sampling of ~ 3,500 PNW 
associations, 48% were 29% or less 
funded
 14% were 10% or less funded!

 36% were 30% to 69% funded

 16% were 70% of more funded (low risk 
of a special assessment)
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Reserve Account Requirements

 Reserve account “encouraged” under 
Condo and HOA Acts; required under 
WUCIOA

 Funds must be kept in segregated 
account in name of Association

 Any withdrawal requires signature of at 
least two officers or directors

Use of Reserve Funds

 When can you use funds from the 
reserve account?
 OK to use funds to pay for scheduled major 

maintenance, repair or replacement of 
reserve components

 OK to use funds to pay for “out of cycle” 
(unscheduled) major maintenance, repair or 
replacement of reserve components
○ This is not borrowing; it’s proper use of funds

○ What’s “major” is judgment call for board
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Borrowing from Reserve Account

 When can you borrow funds from the 
reserve account?
 OK to borrow from reserve account to pay 

“unforeseen or unbudgeted costs unrelated
to” maintenance, repair and replacement of 
reserve components

 Board must adopt repayment schedule not 
to exceed 24 months (unless unreasonable 
burden) and notify owners in writing of the 
withdrawal

Limited Immunity for Directors

 Board’s decisions re preparation and 
updating of reserve study must be made 
in exercise of “reasonable discretion”

 However, the law immunizes the Assn, 
the directors and officers, and persons 
who advised or assisted Assn, from 
liability for failure to establish a reserve 
account, prepare or update a study, or 
disclose the absence of a current study

Limited Immunity (cont.)

 Under Condo Acts and HOA Act, no 
“monetary damages or other liability” 
may be imposed

 Under WUCIOA, attorney fees can be 
awarded for failure to meet statutory 
requirements, but no monetary or other 
liability can attach
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When Liability Can Attach

 Can there be liability for failing to follow 
the recommendations of the study?
 Arguably yes, if the failure breaches the 

directors’ duty of care. 

 The statute gives immunity only for failing to 
establish a reserve account, prepare or 
update a study, or disclose failure to have a 
current study, not other failures.  

Owner Demand for Reserve Study

 Can owners force a board to perform a 
reserve study?
 Sort of. If more than 3 years have passed 

since the last study, owners holding 20% of 
votes may demand that cost of study be 
included in next budget and study obtained 
by end of that budget year. 

 Board must then provide assurance that 
cost will be included and study will be done, 
if the budget is not rejected by owners. 

Owner Demand for Reserve Study

 If owner demand is made and budget is 
approved and board does not have the 
study prepared, court can order specific 
performance and award attorney fees.

 Owner’s duty to pay assessments is not 
excused by board’s failure to comply 
with reserve study requirements.  

 Budget ratified by owners cannot be 
invalidated for failure to include study.
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Know Your Risks: Identify Potential 
Problems Early
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Common Reserve Study Objections

1. We can’t afford an increase – owners will be angry: You can’t 
ignore the real and predictable. Plan now for most cost effective 
approach. Be transparent with owners.

2. We’d rather keep our money and personally invest: This causes 
the owner at the time to pay full project cost; some owners may not 
be able to afford special assessments.

3. Reserve studies are too conservative: History has shown the 
opposite. Construction costs often outpace inflation

4. We’ll be long gone in twenty years: Your share of ongoing 
deterioration is the responsibility of every owner in a community 
association. Strong reserves valued by real estate market

5. We don’t do it this way - we special assess when needed, 
phase projects to save money: Special assessments cost much 
more in admin, project execution and community harmony. So does 
phasing of projects.
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