Reserve Study Update Summary

This report documents the results of a reserve study performed by John D. Beaity & Company for the following:
Crown Colony Homeowners Association Daly City, California

It provides an analysis of the repair and replacement requirements for the association's major components and
recommends a funding plan to meet those obligations. This study was performed in compliance with California
Civil Code sections 1365 and 1365.5. The intent of this legislation is to insute that associations maintain a plan to
meet all future obligations for major component maintenance. The essential elements of this legislation are:

Identification of the major components which the association is obligated to maintain
Current estimate of the useful life of each component

Current estimate of the remaining life of each component

Current estimate of the replacement cost of each component

Current estimate of the total annual contribution necessary to maintain the major componenis
Current estimate of the amount of cash reserves necessary to maintain the major components
Disclosure of the current amount of accumulated cash reserves actually funded

Disclosure of the percentage of reserves actually funded

Disclosure of any determined or anticipated special assessments

A general statement of methodology
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SCOPE

This study is aligned with the association's fiscal year and establishes July 1, 2010 through June 30, 2020 as the
period of time for which reserve expenditures and reserve fund balances are projected.

METHODOLOGY

A cash flow methodology was used to determine the annual reserve contribution. The underlying premise of this
reserve funding approach is to establish a contribution level that will allow the association to maintain a positive
balance in the reserve fund while meeting all anticipated maintenance obligations. The cash flow method altows the
association to achieve this goal without the unnecessary overfunding of reserves. Also, as the interest earned on the
reserve fund will not totally offset inflation, projections were made using the current inflation factor and an average
interest rate on fully insured certificates of deposit. '

In preparing this study, 2 comprehensive list of major components was developed and information was compiled on
the type, number, age and cost of each of these components. In gathering this data, certain assumptions were made
about costs, conditions, and future events and circumstances that may occur. Some assumptions inevitably will not
materialize and unanticipated events and circumstances may occur subsequent to the date of this report. Therefore,
the actual replacement costs and remaining lives may vary from this report and the variations could be material. All
life expectancies were based on reasonable industry experience for equipment and material and, unless specifically
noted, all components were in a reasonable and ordinary condition,

No inspection was conducted of the major components. Information utilized to update the reserve study was
obtained from management and the association’s records.
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For a component to be included in this study, the following criteria must be met:

The majntenance of the component is the responsibility of the association;

The maintenance of the component is not included in the annual operating budget;
The estimated useful life of the component is greater than one year; and

The estimated remaining life of the component is less than 30 years.

< P %

This study is intended to reflect the estimated replacement cost of the components and is not intended to project the
actual cost of the work when performed. This limitation is necessary, as it is viriually impossible to predict with
any degree of certainty the myriad factors that will impact costs at a future date. Because of this qualification, it is
necessary for the results of this study to be reviewed annually to reflect any meaningful changes in use or significant
increases in labor and/or materials costs,

The funding for this study has a threshold margin of 10%. This means that the projected ending balance for each
fiscal year is at least 10% of the projected expenditures for the same year. This margin provides a contingency for
any unforeseen or out of the ordinary repair or replacement expense. Additionally, it can be used in subsequent
years as a source of funds for reallocation of the life cycles should the aging of any components be abnormally
accelerated.

FINDINGS

The findings of this study indicate that it will be necessary to adjust the annual reserve contribution as indicated on
7-9 of this report in order to meet projected expenditures and keep pace with inflation. These findings are based on
the following:

1. Projected reserve fund balance asof July 1,2010  .............oceeeniens b 1,475,564

2 . Reserve contribution for fiscal year 2009-2010  ........cooiiviiiininennn. $ 1,003,415

3 . Reserve contribution for fiscal year 2010-2011  ........cocivieeieiinennn. $ 1,051,579

4, Assumed annual inflation Tate ..........cooviiiiiiiiiiriinr i e ireens 2.5%

5. All "after tax" interest earned on reserve fund investments will be retained in the reserve fund.
DISCLOSURES

This plan provides adegnate funds to meet projected expenditures without relying on a special assessments or
increases in regular assessments that require a vote of the membership. Based on the assumption that the
association will fund reserves in accordance with this plan, which includes those increases mdlcatecl above,
the percent funded was calculated in the following manner:

Accumulated Cash Reserves (Numerator)
Projected reserve fund balance as of July 1, 2010 ... $ 1,475,564

Accrued Liability (Denomingtor)

Estimate of the amount of cash necessary to repair, replace, restore
or maintain the association's major components as of July 1,2010 ......... $ 3,050,677

Percent Funded .. ...t e

This Reserve Study was reviewed and approved by the Association's Board of Directors.
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Assessment and Reserve Funding Disclosure Summary

This Summary contains information about the Association’s assessments and the status of the reserve
fund. The Association may periodically update or supplement the information in this Summary. Please
contact the Association to determine if a more recently prepared Summary or supplement is available.

~ As of the date this Summary was prepared:
(1) The current total assessment per unit is $ per month,

NOTE: If assessments vary by the size or type of unit, the assessment applicable to this unit may be
found on the attached Variable Assessment Report.

(2) Additional 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:

Date Assessment |Amount per unit per month (if assessments are
is due: variable, see note immediately below): Purpose of the assessment:

NOTE:if assessments vary by the size or type of unit, the assessment applicable to this unit may be
found on the attached Variable Assessment Report. :

(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 Ifthe Special Assessment in Note (2) is collected  No D

(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?

Approximate date assessent will be due: Amount per unit per month:

$

Total;

{5) The following major components, which are included in the reserve study, are NOT included in the
existing reserve funding:

Useful remining] _
Major Component: life in years: Reason this major component was not included:

(6) Based on the method of calculation in paragraph (4) or subdivision (b) of Section 1365.2.5, the estimated
amount required in the reserve fund at the end of the current fiscal year is $3,050,677 , based in whole
or in part on the the last reserve study or update, prepared by John D. Beatty & Company. The projected
reserve fund cash balance at the end of the current fiscal year is  $1,475,564 , resulting in reserves being
48%  funded at this date. If an alternate, but generally accepted, method of calculation is also used, the
required reserve amount is  $ 1,475,564 (beginning balance per management) (see attached explanation).
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Assessment and Reserve Funding Disclosure Summary

(7) Based on the method of calculation in paragraph (4) of subdivision (b) of Section 1365.2.5 of the Civil
Code, the estimated amount required in the reserve fund at the end of each of the next five budget
years is (fisted in the table below), and the projected reserve fund cash balance in each of those
years, taking into account only assessments already approved and other known reserves, is (listed in
the table below), leaving the reserve at (listed in the table below) percent funding. If the reserve
funding plan approved by the association is implemented, the projected reserve fund cash balance in
each of those years will be (listed in the table below), [caving the reserves at (listed in the table

below) percent funding.

Estimated amount required in Projected reserve fund Percent
Year the reserve fund cash balance Funded

2 _§ 2.865,153 $ 1,246,880 44%

3 $ 2,791,528 § 1,160,259 2%

4 § 2,485259 $ 871,497 35%

5 _§ 2,456,018 $ 893,654 . 36%

6 $ 1,726,989 $ 254,189 15%

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.

This Summary was authorized by the Association based on the information available in the Association's
most recent reserve study or annual update dated as of April 23, 2010 . This summary supercedes
all earlier issued versions.

NOTE: The remainder of Civil Code section 1365.2.5 is not part of the required Assessment and Reserve
Funding Disclosure Summary Form, but is included here because the information is needed to properly
complete the form,

John D. Beatty
President
For the purposes of preparing a summary pursuant to this section:

(1) “Estimated remaining useful life” means the time reasonably calculated to remain before a
major component will require replacement.

(2) “Major component” has the meaning used in Section 1365.5. Components with an
estimated remaining useful life of more than 30 years may be included in a study as a
capital asset or disregarded from the reserve calculation, so long as the decision is revealed
in the reserve study report and reported in the Assessment and Reserve Funding Disclosure

(3) The form set out in subdivision (a) shall accompany each pro forma operating budget or
summary thereof that is delivered pursuant to this article. The form may be supplemented or
modified to clarify the information delivered, so long as the minimum information set out in
subdivision (a) is provided.

(4)  For the purpose of the report and summary, the amount of reserves needed to be
accumulated for a component at a given time shall be computed as the current cost of
replacement or repair multiplied by the number of years the component has been in service
divided by the useful like of the component. This shall not be construed to require the
board to fund reserves in accordance with this calculation.
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