RRR THE REPLACEMENT RESERVE REPORT

PREPARED FOR
CONDOMINIUMS
. B KNOX LANE ANNEX APARTMENTS
STATE
ASSISTED
HOUSING
TOWN OF GLASTONBURY HOUSING AUTHORITY
SPECIAL USE
PROPERTIES
LOCATED IN

RESORT - GLASTONBURY, CONNECTICUT

PROPERTIES
APRIL 25, 2012
> ,
THIS VERSION -
PREPARED FOR A ]
CHFA '
PROPERTY ;
il I
fl

PLANNING THE FUTURE OF MULTI-FAMILY HOUSING SINCE 1983



\

TABLE OF CONTENTS
Table OF COMEENLS .....eiieeiiiiiiiiiire it itee e s e ceee et e arrree s stbeeesbeeeeeuneessate e easeesaneteranbeesseneensaeesssnsenanes s 1
Letter Of TranSmIttal........cooiiiiiiiieiiiirc st e e et e e e stae s e st aeessaeasaebe e seeeernnneabseeabneeeeneneaeeenas 2
EXECULIVE SUMIMIAIY. .....oiiiiieiiieeirieccteectiii s vt et eeeesteeseneesrnreeessesesssesesansesanssssesnsesssseaasssssssrsnesansessasaensnn 3
Capital Needs Assessment Statement 0f WOrK ......cccceoiiiiriiinnieneiniiriiee e 5
Property Profile & General COonditions.............ceivuvierreriniersiiaeesetesentieerseeeeesseeeoreressameeeseeessaneesoressees 6
How to Interpret the Physical Plant RepOrt.........ccceiriiiiiirimieniiieieeceiitee ettt ee e ceec e 8
PHYSICAL PLANT REPORTS
SITE IMPROVEMENTS
& grounds, Site AFAINAZE ..........cocviiieiiieriiiriterie e res et stestesnt e ste et s esntesnteeneeeanteeeeseesnns 9
¢ asphalt surfaces, site lighting, concrete SUrfaces..........coeeviiiiviiiieisienreee e 10
& ZArages, SIENS, SIE IMISC. touvrrierireriiieeereearrreeeserstesstessrarassessennesstsnsessressbesssesnseeensesmsennes 11
BUILDING ENVELOPE
¢ siding Systems, SIING MISC. ..c.veveeruerirrrerreiiinienteeeee ettt cebeeeenrestresbesreenenessae i nrens 12
@ TOOKINE 1.oviiiiiniieicce ettt sttt et et bkttt b e ear e e nee R b e et eanes 13
¢ windows & doors, eNVEIOPE MUISC. ..c..eeviviiriiieeeeriene it eeeeeeeneeeneesee e e en e seeraeneas 14
APARTMENT INTERIORS
¢ kitchens & baths, appliances, A€COT .....c..covviviireiiiireitereeec e e e 15
MECHANICAL SYSTEMS
¢ domestic hot water, heating systems, generator, fire safety..........c.cccccoovvnmnnevvencnncncnne. 16
¢ clevator, security, mechaniCal MISC. ....cocvveeeveiieiiiiiiiieeeeeitiieeeeeerreeeeerreeeeeesneeeeenenneeesnnes 17
COMMON SPACES
¢ community center, office, hallWays .......cccccovviirrriiniinrircre s 18
MISCELLANEOUS IMPROVEMENTS
¢ section 504, MOAEIMIZALION.............oovvviiriiierrreeeerirertiieerseeeeeeesertrrsereserrenaassaasanssssssseeeens 19
CONTINGENCY REPORT ..ottt sttt et srssns sttt e b m s 20
CAPITAL NEEDS — CASH FLOW ANALYSIS
Conclusion, Part A Segregated Funding & Rate of AHFION .......ccoviverveiiiecie e 21
Conclusion, Part B Current Funding vs. A Fully-Funded Reserve...........cocoecveveeiniincninccnn i, 22
Conclusion, Part C Suggested Funding for A Fully-Funded Reserve...........ccccooevvviiniiiinivneenecenecnnnn, 23
Conclusion, Part D Dedicated Expenses for 20 YEars.........cocceveeveereeenirieniuinnenenieeiieninesseeeeeeconesnensenne 24
Conclusion, Part E Current Funding vs. Baseline Funding to Meet Expenses.........ccccveevvercenneneennnnn. 25
Conclusion, Part F Suggested Funding to Meet Baseline Funding & Expenses.........cc.cccovevvveeneneennnnn. 26
Summary of INfIUENCE FACLOTS........coooiviiciiiiciieccieiereersr ettt s erve e e st seeeanreessenaeasbrasabraeeesreeeaaeans 27
Suggestions for Immediate AtENtION ...........cccervereiririiieieien ettt reaees 28
Limitations of the Report, Disclosures & ASSUMPLONS.........covevieirrtetiieeenercereereeniieeee e s 29
Qualifications Of the ANALYSL...........cccveeeriiiiiiie e ericirre e eeesree s eetresssaeaserereesnressenraeessseesssneeeresassens 30
DSCIAIMET ... ieiee ettt et e e e s e e e e e reseesbesseesassseaeaesasassaseesaasssneesasnnraneessssneesaesnrnreesns 31
APPENDIX
Additional Property PhotOgraphis ..........coiiiiirmerie st 32
GLOSSAIY OF TEIMNIS ....vvveee et cttee st ee et tee e e rrr e e e e evaee e s s ee e eaesasnnaeeeeeantbntesrnsanraeesassaesneesrnresans 34
Annual Operating Calendar...........cccuviireiiiiiiier ittt esaasaessres st bessbeaesteessaesseeesbeebeanes 36
Materials RECEIVE .....cooumriiiiiiiiii ettt st e et e s rtre s sbb e e s e ar e sre e s ebeesaeeesatreesreeeneee 37
E @ [E |] SHRP RECARP ..ottt esteestiseeet s et essanesvtesetaesbesssaesasaesbnestnessneesbeesaeens 39
JUN 0.7 2012
CH FA Undemriting PLANNING THE FUTURE OF MULTIFAMILY HOUSING...SINCE 1983



;

PO BOX 237506
Cocoa, FL
32923

239 TRAIL ROAD
PUINEY, VT
05346

(800) 9704433

F-ATAIL: mrreisover.net

Visit Our Web Site At
ww.reservereport.com

W,
community

ALSOCIATIONS INST:TUTE

FIELD OFFICES:

BOSTON, MA
VIRGINIA BEACH, VA
TAamea Fi

THE REPLACEMENT RESERVE REPORT

April 26, 2012

KNOX LANE ANNEX APARTMENTS

c/o Housing Authority of the Town of Glastonbury
25 Risley Road

Glastonbury, CT 06033

Dear Owners & Managers,

It is my pleasure to present you with the enclosed REPLACEMENT RESERVE REPORT for
KNOX LANE ANNEX APARTMENTS.

The observations and recommendations noted in the report have been made only after
close inspection and evaluation of the property components.

Thank you for the opportunity to prepare this analysis for you. I trust it will become a
valuable aid and assist you in your property management endeavors.

Please do not hesitate to contact me with any questions or comments.

Very truly yours,

PLANNING THE FUTURE OF MULTIFAMILY HOUSING...SINCE 1983
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EXECUTIVE SUMMARY

KNOX LANE ANNEX APARTMENTS consists of 40 units of elderly and barrier free
housing developed during 1981. Day to day business affairs are addressed by a
professional staff.

The purpose of this analysis is to define the capital needs and adequate reserve
funding for the next 20 years.

MISSION STATEMENT

The scope and purpose of this analysis is to provide financial conclusions that will
suggest required funding levels for capital repairs and replacements to the
building components and improvements. The analysis does not intend to project
an engineering of the property, opinions of utility or inutility, or an opinion of
value of divided or undivided interests.

The methodology used is two-fold. First, to perform an analysis regarding current
physical conditions; which, through non-invasive observations and our experience
in such matters, would indicate the probable remaining life of the property
components. Second, the report will suggest the costs associated with capital
repair and replacement over the next twenty-year period. As a product of these
two functions, the report will also comment on observations made, the level of
proficiency in maintaining the physical plant, deferred and preventative
maintenance, and any possible life extension of the components. This scope of
work does not constitute an engineering study of the subject property. The client
should interpret the enclosed material and determine if such a level of
investigation is necessary.

When interpreting this report, the value of time should be considered. Asa
twenty-year period is a probable scenario based on our experiences, it is open to
influences from many sources such as maintenance levels, economics, inflation of
expenses, and the environment in which the property exists. Accordingly, give
particular attention to suggested capital expenses during the next five-year period.
With scheduled re-evaluation of the report every three years, the
recommendations will remain a working tool for the benefit of the property.

The observations made during the field inspections of April 26, 2012 indicated
that the level of service to the components is at a proficient level. A capsule of
components exhibiting liabilities, obsolescence, or deferred maintenance follows.

LIABILITIES

This report is not intended as a loss or risk assessment, however, it will comment
on possible liabilities that may present a financial risk to our client. During our
property inspections, we did not encounter any such conditions.

OBSOLESCENCE

Within the text of the physical plant report pages the reader will note areas that
indicate either functional or economic obsolescence. All obsolescence should be
considered curable.

KNOX LANE ANNEX KRR THE REPLACEMENT RESERVE REPORT
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EXECUTIVE SUMMARY

DEFERRED MAINTENANCE

It is obvious, in our professional opinion, that the property has maintained a
responsible degree of maintenance. Given this history of operations, we did not
observe, and would not expect to observe, intentionally deferred maintenance.
This report suggests additional levels as an enhancement only.

The subject property has a chronological age of improvements of 31 years. In
our professional opinion, the effective age for the improvements, enmasse, is less
at approximately 20 years.

FUTURE FINANCIAL PROJECTIONS

Our process of projecting future financial needs is presented through two
methods;

We see minimum funding requirements as meeting anticipated expenses or,
dedicating cash in/cash out with inflation and interest income over the projected
twenty year period. This funding rate is further identified as either the threshold
or baseline rate.

Knox Lane Annex’s projected annual funding to meet future expenses is $41,800
per year. Future funding is shown with a 3% annual increase. The current rate
of funding is $41,800.

Our second method of projecting reserve funding includes long term segregating
of each site component. This rate is based on funding attrition of the components
as they age, encompassing all components regardless of when actual expenses
may occur. This is a fully-funded rate, creating the maximum funding level.
Knox Lane Annex’s projected annual funding to meet a fully funded reserve is
$59,000 per year. Future funding is shown with at 3% annual increase.

There are no immediate life and safety priority expenses. Capital expenses over
the term are estimated at $1,143,008. The current rate of funding is 70.85% of the
suggested fully-funded rate, and 100% of the suggested baseline rate.

All projections are considered dependent on inflation and proficient services
during the use term. The ideal time to begin the plan is January 1, 2012 although
its recommendations and funding can start at any time.

We hope that this report will benefit the owners by providing ample information
to make informed decisions.

KNOX LANE ANNEX KRR THE REPLACEMENT RESERVE REPORT
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CAPITAL NEEDS ASSESSMENT - STATEMENT OF WORK

The Statement of Work includes information regarding the qualifications,
declarations, and property profile of this capital needs assignment.

QUALIFICATIONS

THE REPLACEMENT RESERVE REPORT was the first assessor in the country to
specialize in multifamily housing. Since its inception in 1980, this firm has
conducted over 7,000 capital needs assessments for numerous private, State and
Federal housing programs in all climates and construction types. The firm and its
principals are contributing editors for the RS Means Company, a worldwide data
collection and consulting company. Specific criteria regarding individual
members can be found on page 30. During the processes of the analysis members
draw from decades of experiences; including formal education, training, and
licensing when needed. The firm supports the efforts and guidelines of the
Association of Professional Reserve Advisors when applicable.

DECLARATIONS

THE REPLACEMENT RESERVE REPORT, its owners, employees, contractors, and
suppliers certify that they do not have, nor have they ever had, any financial
interests in the subject property, or any related properties of the owners.

THE REPLACEMENT RESERVE REPORT states that it is not, nor has ever been,
debarred or suspended from participating in any State or Federally assisted
program.

C&MM April 26, 2012

By Charles Stuart, C@M for THE REPLACEMENT RESERVE REPORT

ACKNOWLEDGEMENTS
THE REPLACEMENT RESERVE REPORT has been prepared by Charles Stuart,
CPM and assisted by members of the firm's staff. The staff conducted site
observations and interviews with the management staff. Mr. Stuart conducted
interviews with and received information from representatives of the property
owners. All sources were very cooperative and helpful.
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PROPERTY PROFILE & GENERAL CONDITIONS

The property is known as KNOX LANE ANNEX APARTMENTS. The property is
owned by the Town of Glastonbury, CT and managed by a professional staff. The
site was originally built for use as housing for seniors and residents with
disabilities in 1981.

There are 40 housing units within a four buildings on an 8 (+ -) acre parcel.
Aesthetic value and curb appeal is constantly addressed by management. Physical
replacements and enhancements have been reasonable and proficiently
accomplished.

The on site inspection included identifying the inventory of property components,
apartment inspections, and close observations of physical conditions throughout
the development. Historical budgets and operating statements were available.
There is a history of utilizing professional contractors when needed. Unusual
attrition is not observed, with conditions very typical of comparable properties
throughout the region.

During the process of inspection, the assessor did not encounter or observe
potential or existing hazards, including issues of 21E, soil contamination, fluid
spills, mold spores, asbestos, and other detrimental conditions. There are no
indications that would suggest hazardous conditions either exist now or are likely
to exist in the future. Prudent management periodically tests and proves for these
conditions. There are no indications that invasive or detailed testing is required,
although all properties should maintain regular assessments of some functions;
including energy audits.

Replacement components generally include like-kind products; however, the
report will prudently increase the level of service when technology, obsolescence,
safety and security, or increasing esthetic values warrant enhancing or protecting
the viability, longevity, and income stream of the property. It is expected that
adjustments will be necessary over the term of the plan to address such issues.

Pricing replacements and enhancements is generally market driven with local
knowledge. Inflation of expenses is included with current known trends. Pricing
is also examined against published regional statistics and the association’s
experiences with retrofit costs.

KNOX LANE ANNEX RI THE REPLACEMENT RESERVE REPORT
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HOW TO INTERPRET THIS DATA

THE OBJECTIVE: Each of the property components receives examination until prevailing
conditions are revealed. The analysis creates an opinion of “Effective Age” and probable
remaining use life. Effective Age is determined by original product quality, maintenance
and preventative maintenance (or lack thereof) received during the use period. The rate
of wear and tear also impacts projections of remaining use life. The capsule continues
with a checklist of conditions that may be of particular interest to the reader.

Here is a sample:

ORIGINAL LIFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
ASPHALT 25 15 10 15
ROOFING 20 15 17 6
SUMMARY

DEFERRED  Conditions described planned or unintentional deferment of services. The accumulation of loss and
MAINTENANCE:  rate of wear may be described

OBSOLESCENCE:  Economic obsolescence is used to describe worn out components. Functional obsolescence describes
out-dated components or inutility.

USE LIFE . . . . .
ExTension:  Functions suggested extending component use life. Levels of service may be described.
COMMENTS
OBSERVATIONS  Nyegeribes conditions observed, component specifications and inventory, and eventual timing and cost
PREVENTATIVE . . . ) ; .
Mamntenance  @ssociated with replacement. The rate of attrition is described and predicted in $ dollars.

Each component receives a narrative of critical analysis, and a description of how
funding and expenses are predicted and then recapped in the following format. This

information is incorporated into the cash flow charts.
INVENTORY & COST ANALYSIS

UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE & YEAR (S)
QUANTITY UNIT | VALUE VALUE LIFE | SEGREGATED FUNDING
ASPHALT 2300 LS $5.50 $12,.650 19 $666 per year $12,650 year 20
TILE 100 SF $40.00 $4,000 10 $400 years 1-10 $4,000 year 11

TwoO TYPES OF FUNDING, AND THE CASH FLOW CHARTS:

T ] Froadio s the long-term reserve rate for each component over its useful life. Funding
is established to coincide with attrition. The collective sum of all components’ segregated reserve
builds the “maximum” funding level.

Prodicaio o tetnad 20 e describes the use of existing or future funds for a planned expense.
The collective sum of cash in / cash out builds the “minimum” suggested level of funding.

Che ¢ma v 4 anod: The "Pooling Method" is the preferred process to lower the impact of
annual funding. While a "Straight-life" method may also be included for reports to common
interest properties, it is not a suggested process.

In both scenarios, the cash flow charts include current reserve balances, the impact of the current
reserve rate, and a suggested rate to meet both levels of funding.

KNOX LANE ANNEX R_RR THE REPLACEMENT RESERVE REPORT
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PHYSICAL PLANT REPORT

SITE IMPROVEMENTS [
LIFE SPAN
ORIGINAL LIF1 “F 7 INOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
GROUNDS 100 31 35 20+
SITE DRAINAGE 50 | 31 35 15+
SUMMARY
DEFERRED MAINTENANCE: Intentional deferment is not observed.
OBSOLESCENCE: Several trees are at the end of the growth cycle. Storm water basins exhibit movement.
LIFE EXTENSION: Substantial tree trimming and pruning should be conducted; storm basins need cleaning and possible re-setting.

ALTERNATIVES: None suggested; the grounds exhibit good curb appeal.

COMMENTS  The site includes mature lawns and trees. Plantings also include mature shrubs in sporadic locations. Attrition is noted
OBSERVATIONS throughout the inventory, including pet waste damage to lawns, overgrowth of trees and shrubs, along with Winterkill and end
PREVENTATIVE of growth cycle conditions. During the next 20 years, existing trees within improved areas will be lost, as will growth on the
MAINTENANCE perimeter. Replacement shrubs and trees should be selected for maintaining a manageable size. During the use term, consider

& professional applications of fertilizer, weed, and insect controls.
SUGGESTIONS: An annual reserve rate and expense is shown below at $1,500 each year for all years. Actual timing and amounts will vary.

Site drainage is accomplished by topography and the assistance of a subsurface storm water system. The site is primarily flat,
indicating areas of trapped surface water. Surface water catch basins are observed within lawn areas, exhibiting movement and
containing an undctermined amount of silt and debris. Cleaning should be conducted every two years as an operating expense.
Future capital expenses will likely include resetting basins, connecting conductor downspouts to subsurface utilities, along with
possible rebuilding necessary. An annual reserve rate of $400 is included below for all years with expenses of $2,000 in years

5,10, 15, & 20.
PROPERTY PHOTOS
|
4
! ! |
. |
|
INVENTORY & COST ANALYSIS
UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE
QUANTITY UNIT CosT CoSsT LIFE SEGREGATED FUNDING & YEAR

GROUNDS 1 L/S $30,000 $30,000 | 1-20+ $1,500 per year $1.500 years 1-20
SITE DRAINAGE 1 L/S $8.000 $8,000 5 $400 per year $2,000 yrs 5, 10, 15,20

KNOX LANE ANNEX RR_R THE REPLACEMENT RESERVE REPORT
. Page 9



PHYSICAL PLANT REPORT
SITE IMPROVEMENTS 11

LIFE SPAN
ORIGINAL LIFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
ASPHALT SURFACES 25 31 25+ 1
CONCRETE SURFACES 50 31 30 20
SITE LIGHTING 40 31 33 7+
SUMMARY

DEFERRED MAINTENANCE: None; services have been provided as needed.

OBSOLESCENCE: Asphalt surfaces and site lighting are approaching economic and functional obsolescence.
LIFE EXTENSION: Perform annual inspection, emulsion cleaning, line striping, and stenciling.
ALTERNATIVES: Numerous architectural choices are available.

COMMENTS Asphalt surfaces are intact enough to receive a new wearing course. A new wearing course covers 5,880 square feet of surface
OBSERVATIONS area, improved at $1.50 per square foot; $8,820 total expense shown below in year 2. The annual reserve rate is $353 per year
PREVENTATIVE for all years. During the use term, regular services should include emulsion cleaning, line striping, and surface sealing.
MAINTENANCE Preferred methods of sealing include adding substantial product such as tar emulsion/sand slurry mix. Line striping, curb cuts,

& and tactile warnings should follow the Uniform Federal Architectural Standards (UFAS) Periodic costs increase capital
SUGGESTIONS: expenses in years 3, 8, 13, & 18 of$2,352 each cycle. The annual reserve rate is $470 each year. The reserve rate for this
category is $823 each year,

The site is improved with concrete walkways throughout the common areas. Services have been performed on the inventory
with repairs and sectional replacements. Attention to detail is noticed as repairs assured good transitions between concrete pads.
Movement is expected to continue within the walkways as harsh New England weather and frost heaves are very likely. An
annual reserve rate and expense of $1,000 is included for all years. Consider rubbish corral concrete surfaces a priority. The
entry pad to the apartments appears to be in generally good condition. Remove mold and mildew; apply concrete surface sealer
hardener as an operating expense.

Site lighting includes commercial fixtures on metal posts. The current inventory is approaching economic obsolescence with
failed hardware, fatigue, and weather penetration to the fixture head. Posts and foundations are also in poor condition with frost

heaves, injury from grounds equipment, and pitched appearances. The 6 unit inventory is replaced at $950 per unit; $5,700
expense in year 8, The annual reserve rate includes typical use life of 25 years, at $228 each year.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

unIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE

QUANTITY UNIT CosT COoST LIFE SEGREGATED FUNDING & YEAR
ASPHALT SURFACES 5,880 SF $1.50 $8.820 1 $823 per year $8,820 year 2
$0.40 $2,3. 5 $2,352yrs 3,8, 13,18
CONCRETE SURFACES 1 L/S $20,000 $20,000 1-20 $1,000 per year $1,000 years 1-20
SITE LIGHTING 1 L/S $4.560 $4,560 7 $228 per year $5,700 year 8

KNOX LLANE ANNEX RR_R THE REPLACEMENT RESERVE REPORT
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PHYSICAL PLANT REPORT

SITE IMPROVEMENTS 111
LIFE SPAN
ORIGINAL LIFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
GARAGES - - -
SIGNS 7 2-7+ 2-7T+ 0-5+
SITE MISC. 15 15+ 15+ 0

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE

MAINTENANCE
&
SUGGESTIONS:

GARAGES
SIGNS

SITE MISC.

KNOX LANE ANNEX

SUMMARY

None; services have attempted to address attrition.

The rubbish corral is approaching economic obsolescence.
Continue inspection and services.

Numerous architectural choices are available.

The garage is owned by a related party; no capital expense or reerve rate is necessary.

The site is improved with a decorative themed identification sign. The appearance includes pleasing curb appeal and the ability
to carry the theme through all media and printed materials. An expense of $250 is inctuded below for all years 1o update as
needed. Year 15 renews the inventory at $2,500; reserved at $167 per year for all years.

The site miscellaneous inventory includes a rubbish corral. A new theme and retrofit is needed for the rubbish corrals,

replacing uneven walkways, rotted boards of the screen fence, while adding lighting and safety to the location. Year 2 includes
an expense of $2,200; reserved over the typical use life of 15 years at $147 per year for all years.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE

QUANTITY UNIT Cost CoSsT LIFE SEGREGATED FUNDING & YEAR
- - - - - $0.00 $0.00
1 L/S $8.340 $8.340 | 1-15+ $417 per year $250 years 1-15
$2,500 year 15
1 L/S $5,860 $5,860 0 $293 per year $4.400 year |

THE REPLACEMENT RESERVE REPORT
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SIDING SYSTEMS
SIDING MISC.

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE
MAINTENANCE

&
SUGGESTIONS:

SIDING SYSTEMS
SIDING MISC

KNOX LANE ANNEX

PHYSICAL PLANT REPORT
BUILDING ENVELOPE & IMPROVEMENTS I

LIFE SPAN
ORIGINAL LIFE Tt JONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
50 31 35 15
40 31 35 15

SUMMARY

Intentional deferment is not observed.

The siding systems are impacted by a loss of integrity within the fastening hardware.
Preventative and maintenance services should allow for long term use.

Numerous architectural choices are available for retrofit in the later years.

The vinyl siding is losing its integrity from failing hardware. The down economy may allow for better pricing than the
projected $300,000; $7,500 per unit costs. Competitive pricing is expected to present costs of $75% or $225,000 at $5,625 per
unit. Improvements delayed may eliminate the savings opportunities as the economy rebounds. Consider also alternate siding
products such as Hardi-board/plank, Brickmaster, etc. on gable ends where surface finishes are more unstable and noticeable.
Years 15 & 16 include costs of $112,500 each phase to address retrofit. The annual reserve rate is $4,500 for all years.

The siding miscellaneous inventory includes two features of the envelope; failing CMU block and eyclic film coat costs.
Observations include possible soft block conditions, movement and seftlement, and water infiltration leading to loss of
integrity. Weep holes are indicated for the lowest block courses. Film coat, or painting, has been less than proficient on the
building’s detail. Metal doors are uniform in the loss of film coat, integrity, while impacting aesthetic value. Page 14 incurs
expenses for door replacements. The annual reserve rate and expense for replacing these features is estimated at $1,000 per
year.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE

QUANTITY UNIT CoSsT CosT LIFE SEGREGATED FUNDING & YEAR
1 L/S $90,000 $90,000 14+ $4,500 per year | $112,500 years 15 & 16
1 L/S $20,000 $20,000 1-20 $1,000 per year $1,000 years 1-20

THE REPLACEMENT RESERVE REPORT
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ROOFING
GUTTERS/CONDUCTORS

DEFERRED MAINTENANCE:

PHYSICAL PLANT REPORT
BUILDING ENVELOPE & IMPROVEMENTS 11

LIFE SPAN

ORIGINAL LIFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
20 3 3 17
40 331 3-31 9-20+

SUMMARY

None; intentional deferment is not observed. The roofing inventory is recent,

OBSOLESCENCE: The gutter and conductor downspout inventory includes both functional and economic obsolescence.
LIFE EXTENSION: Consider an annual service contract for inspections and services.
ALTERNATIVES: The gutters and conductors require an improved strategy for outfall.

COMMENTS The roof inventory is 3 years of age. The architectural shingle appears proficiently installed. There are no “fishmouths” of
OBSERVATIONS failed hardware and no missing shingles. Management should assess roof trusses for proper placement and attachment. Recent
PREVENTATIVE weather events have caused severe damages throughout the region. Competitive pricing allowed for improved results as
MAINTENANCE opposed to statistical costs, i.e. An inventory of 26,874 square feet being retrofit with ice and water shield throughout, firushed

&  with an architectural shingle of 345-360 1bs/sq. requires a minimum price of $6.50 per square foot, or, $174,681 in year 8.
SUGGESTIONS: The annual reserve rate is $8,734 each year for all years.
The gutter and conductor inventory 1s impacted by poor designs and applications that would allow for proper drainage. Surface
to surface collection is prevailing, with downspouts outfalling to trays and injected into adjoining downspouts. Several
important factors for preventing infamous New England ice dam phenomena is overlooked, primarily where sun travel and
cyclic freeze thaw is involved. For example; freeze thaw action will be different at the front of an extended eave than next to
the building. Likewise, melted water from upper sunlit locations spilling into lower trays will likely meet cold conditions with
an ice dam. An inventory value of $25,000 is retrofit in year 18 to coincide with roof replacement. Current conditions can be
extended to the next roof cycle in year 18. The annual reserve rate is based on typical use life of 40 years, at $6235 per year.
PROPERTY PHOTOS
INVENTORY & COST ANALYSIS
UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE
QUANTITY UNIT Cost CosT LiFE SEGREGATED FUNDING & YEAR
ROOFING 26,874 SF $6.50 $174,681 17 $8,734 per year $174,681 year 18
GUTTERS/CONDUCTORS 1 L/S $12,500 $12,500 17 $625 per year $25,000 year 18

KNOX LLANE ANNEX
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WINDOWS & DOORS
ENVELOPE MISC.

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE
MAINTENANCE
&
SUGGESTIONS:

WINDOWS & DOORS

ENVELOPE MISC.

KNOX [LANE ANNEX

PHYSICAL PLANT REPORT
BUILDING ENVELOPE & IMPROVEMENTS [I]

LIFE SPAN
ORIGINAL LiFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
40/15 31/1-15 31+/1-15+ 10/0-14
40 31 31 9+
SUMMARY

None; services have been performed as needed without intentional deferment.
Expect economic obsolescence that is cyclic within storm doors.

Continue to inspect and service the inventory.

Consider thermal photography to better understand window conditions.

The window and door inventory is original at 31 years. Storm doors appear to be in poor to fair condition, especially rear 2™
egress doors that may also be oniginal in age. Storm doors are typically cyclic at 10 years. The $12,000 inventory is replaced at
$1.200 per year for all years. Use life of the window inventory is estimated at 10 years, although conditions may warrant
accelerating replacement. The window inventory is shown below incurring costs for replacement in year 10. The 180 window
inventory is estimated at $76,500; the annual reserve rate is $1,913 for all years. The utility door inventory appears with a
defective finish. Prevailing conditions have likely accelerated use life of the inventory with rust, rot, and decay. Expenses
include replacement at 2 doors each year, $1,800 per year. The reserve rate is increased accordingly. The total reserve rate for
this category is $4,913 each year. During the use term; sand, prime, and finish the exterior doors with a quality marine metal

paint.

The envelope miscellaneous category includes balcony railings, building mounted lighting, utility panels, and small items of
detail. Most items are replaced upon failure as an operating expense. Modernization of the lighting inventory would improve
curb appeal; addressed with an annual reserve rate of $400 each year. An expense of $8,000 is included for year S.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE

QUANTITY UNIT CoST COST LIFE SEGREGATED FUNDING & YEAR
| L/S $98.,260 $98,260 | 1-20+ $4.913 per year $3,000 years 1-20
$76,500 year 10
1 L/S $8,000 $8,000 5 $400 per year $8,000 year 5

ARk

THE REPLACEMENT RESERVE REPORT
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KITCHENS & BATHS
APPLIANCES
DECOR

INTERIOR MISC.

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE
MAINTENANCE
&
SUGGESTIONS:

KITCHENS & BATHS
APPLIANCES
DECOR

INTERIOR MISC.

KNOX LANE ANNEX

PHYSICAL PLANT REPORT

APARTMENT INTERIORS
LIFE SPAN
ORIGINAL LIFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
30 10-31 25 S+
12 1-12 1-12 0-11
10 1-10 1-10 0-9
10 1-10 1-10 0-9

SUMMARY

None; services are constantly provided by the site staff.

Economic obsolescence is cyclic throughout the components.

The appliance and décor categories are achieving extended use life well beyond typical periods.
Product quality may need to change in future years as marketing demands change.

The kitchens and baths are functional and sufficiently attractive. Kitchen cabinets exhibit reasonable quality. Bathrooms are
finished with modern porcelain appliances and painted wall surfaces. Ground fault protection is in place for kitchens and
bathrooms.

The inventory is capable of continued use as long as material surfaces can be refinished. Replacement value is estimated at
$112,000; reserved over 30-year typical use life at $3,733 each year. Fatigue is expected at mid term or sooner; included for
years 10-12. Management should consider accelerating the retrofit if marketing/retention efforts are impacted.

The appliance inventory includes an efficiency range and self-defrosting refrigerator. Per unit inventory value is $930; $37,200
total value reserved over 12 years average use life at $3,100 per year. It should be noted that the range inventory is mostly
original; appear in better than average condition with few signs of attrition. Actual timing and expenses will vary each year.

Décor within the units includes painted sheetrock walls and vinyl flooring throughout kitchens and baths, living and sleeping
areas, and items of detail. Annual turnover averages 5 units each year, with an additional 2 units redecorated for long term
tenants. Average costs are estimated at $1,400 each; $9,800 total annual expense and reserve rate.

Interior miscellaneous components include lighting, ventilation, interior doors, and items of detail. Most of the inventory varies

in age from phased replacement. Most of the inventory is capable of extended use life. An annual reserve rate and expense of
$500 is included below for all years.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

uNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE
QUANTITY UNIT CosT COosT LIFE SEGREGATED FUNDING & YEAR
1 L/S $74.660 $74,660 10+ $3,733 per year $37,333 years 10-12
1 L/S $62,000 $62,000 1-20 $3,100 per year $3,100 per year
! L/S $196,000 $196,000 1-20 $9.800 per year $9,800 per year
1 L/S $10,000 $10,000 1-20 $500 per year $500 per year

RRR

THE REPLACEMENT RESERVE REPORT
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DOMESTIC HOT WATER
HEATING SYSTEMS
GENERATOR

FIRE SAFETY

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE
MAINTENANCE
&
SUGGESTIONS:

DOMESTIC HOT WATER
HEATING SYSTEMS
GENERATOR

FIRE SAFETY

KNOX LANE ANNEX

PHYSICAL PLANT REPORT

MECHANICAL SYSTEMS |
LIFE SPAN
ORIGINAL LIFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
10 1-10+ 8 2+
25 3 3 20+
15 1-15 1-15 0-14

Deferred services are not observed. Systems have been maintained to achieve long term use.

Expect economic and functional obsolescence throughout all topics.
Continue to enhance fire safety systems with modern systems.

SUMMARY

Modernization is required for domestic hot water, generator, and fire safety. Consider security intrusion systems.

Domestic hot water is provided by individual 45 gallon electric hot water heaters. Typical use life is 10 years, with sudden
unexpected losses occurring beyond that time. Observations within residential units include several hot water heaters of [5-20
years that should be removed to prevent damages. The inventory is replaced with similar glass-lined 45 gallon hot water
heaters at $565 each; $22,600 total replacement value over ten years. The annual reserve rate and expense is $2,260; however,
expect early years to have an increased rate of expenses.

Modernization occurred as part of an agreement with Connecticut Light & Power Energy Efficiency Services. Management
installed split and dual zone ductless heat pumps. Replacement value is $75,760 ($ 1,894 each) at the reduced rate with an
estimated use life of 18 years. The annual reserve rate is $4,209 each year for all years. Cyclic replacement should be expected
during the term of the plan.

There is no permanent stand-by generator located at the property. Management has the ability to supply portable generator
power to the community center. An adequately sized, dependable system should be considered. An annual reserve rate and
expense of $250 addresses existing portable equipment.

The fire safety has a history of meeting local code requirements. The system includes smoke detectors responding to an
annunciation and location lamp. Automatic call-forwarding is in place as is battery back-up.
Years 5, 10, 15, & 20 include an expense of $2,500 each cycle to continue replacements and modernization for code changes.

The reserve rate is $500 per year.

PROPERTY PHOTOS

|4
1

INVENTORY & COST ANALYSIS
UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE

QUANTITY UNIT Cost CosT LIFE SEGREGATED FUNDING & YEAR
1 L/S $45,200 $45200 1-20 $2 260 per year $2,260 years 120
1 L/S $84,180 $84,180 18+ $4,209 per year $0.00
1 L/S $5,000 $5,000 1-20 $250 per year $250 years 1-20
! L/S $10,000 $10,000 5 $500 per year $2,500 yrs 5,10, 15,20

fRR

THE REPLACEMENT RESERVE REPORT
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ELEVATORS

SECURITY
COOLING/MAKE UP AR
MECHANICAL MISC.

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE
MAINTENANCE

&
SUGGESTIONS:

ELEVATORS

SECURITY
COOLING/MAKE UP AIR
MECHANICAL MISC.

KNOX LLANE ANNEX

ORIGINAL LIFE

CHRONOLOGICAL AGE

PHYSICAL PLANT REPORT
MECHANICAL SYSTEMS 1

EFFECTIVE AGE

LIFE SPAN

USE LIFE YEARS

0-6

None; services are performed as needed.

Security systems are minimal, representing functional obsolescence.

Increase systems to include closed circuit cameras with recorders, motion detectors.
Consider improved door locks, FOB'’s, cameras, etc. modernizing the capabilities.

There are no elevators located at the site.

SUMMARY

Security includes passage door locks and panic pull stations in bathrooms that remain local. Modernization is needed to
provide a safer atmosphere for retention and marketing. Security within the Jaundry and community center would be an
enhancement. The current limited inventory receives and annual reserve rate and expense of $200 each year.

Domestic hot water systems are augmented with a solar array for several apartments. An annual reserve rate and expense of
$400 is included for all years. Timing is as needed when needed for the $8,000 inventory. There are load bearing fire break
walls with metal caps. Sporadic expenses are left to the operating accounts.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE
QUANTITY UNIT CosT CosT LIFE SEGREGATED FUNDING & YEAR
- - - - - $0.00 $6.00
1 L/S $4,000 $4,000 120 $200 per year $200 years 120
- - - - - $0.00 $0.00
] L/S $8,000 $8,000 1-20 $400 per year $400 years 1-20

ARk

THE REPLACEMENT RESERVE REPORT
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COMMUNITY CENTER
OFFICE

COMMON HALLWAYS
COMMON MISC.

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE
MAINTENANCE
&
SUGGESTIONS:

COMMUNITY CENTER
OFFICE

COMMON HALLWAYS
COMMON MISC.

KNOX LANE ANNEX

PHYSICAL PLANT REPORT

COMMON SPACE
LIFE SPAN
ORIGINAL LIFE CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS
10 1-10 1-10 0-9

None; services have been performed as needed.
Expect cyclic obsolescence for all improvements of the community center.

Continue inspections and services.

Numerous choices are available to meet resident desires.

SUMMARY

The community center is active focal point for residents. Observations included an active game of bingo and use of the kitchen

by the residents. Furniture is miss-matched, equipment is minimal. The kitchen appears well-used.

An annual reserve rate and expense of $500 is included for all years.

There are no office requirements, common hallways, or common misc. features.
No capital expense or reserve rate is included.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE
QUANTITY UNIT COST Cost LIFE SEGREGATED FUNDING & YEAR
1 L/S $10,600 $10,000 1-20 $500 per year $500 years 1-20
- - - - - $0.00 $0.00
- - - - - $0.00 $0.00
- - - - - $0.00 $0.00

THE REPLACEMENT RESERVE REPORT
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SECTION 504
MODERNIZATION

DEFERRED MAINTENANCE:
OBSOLESCENCE:

LIFE EXTENSION:
ALTERNATIVES:

COMMENTS
OBSERVATIONS
PREVENTATIVE

MAINTENANCE
&
SUGGESTIONS:

PHYSICAL PLANT REPORT
MISCELLANEOUS IMPROVEMENTS

LIFE SPAN

CHRONOLOGICAL AGE EFFECTIVE AGE USE LIFE YEARS

ORIGINAL LIFE

SUMMARY

Various degrees of complying with Section 504 exist, based primarily on improvement costs, rehab programs, new government
loans or insured loans by the government, with all relative as a percentage of overall property value. At this time, we do not
project that the site will require a significant expense or government loan triggering a compliance level higher than local code
or reasonable accommodations. The property is considered a non-conforming use, having been built before UFAS guidelines
were established. Year | includes an expense of $3,500 for professional assistance in completing a Section 504 Self-Evaluation
and Transition Plan.

No additional expense is projected to address Section 504. Reasonable accommodation is not expected to result in a financial
burden for the operating accounts of the subject property.

The site will need to modernize with an age of 31 years. During the next twenty years and to the period when the mortgage is

retired, the components will represent functional obsolescence to varying degrees. Most of the conditions should be considered

curable. Enhancements expected include:

Safety:
Firc and safety issues should take priority in modernization, with more sophisticated systems available to the individual unit,
sounding directly to authorities. Intrusion systems should be included. Consider Detex Stations when using security. Hand
held walkie-talkies should be employed. Equip and replace with advanced systems as they become available.

Barrier free:
Over time, the subject property will require spending of capital dollars, which enable trigger points of Section 504
compliance. Eventually, total modernization is likely to be required, although such modernization may be beyond the
current assisted mortgage.

Computerized Intelligence:
Modern buildings are relying on computerization of mechanical systems for energy controls, increased comfort levels, and
improved performance of operating systems.

Communications
Electronic billboard systems are available for installation into existing matv or CCTV home runs. The billboards, similar to
those now found in hotels, allow instant communication to the residential unit. The systems have unlimited applications for
social and operating issues.

Actual expenses are not shown for these possible functions. Management should evaluate and consider which ones, if any, are
applicable.

PROPERTY PHOTOS

INVENTORY & COST ANALYSIS

SECTION 504
MODERNIZATION

KNOX LANE ANNEX

UNIT TOTAL USE CONSTANT ACTUAL CASH EXPENSE
QUANTITY UNIT CosT CosT LIFE SEGREGATED FUNDING & YEAR
$3,500 year |

THE REPLACEMENT RESERVE REPORT
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i

CONTINGENCY REPORT

This section of the report describes the basis for establishing a funding level for unknown
conditions. Typically, these items would include components of the improvements that are
unavailable for inspection and evaluation of condition. It is not based on a percentage or other
factor that forms a simple cushion.

The WATER SUPPLY LINES, PLUMBING, and SANITARY FACILITIES, FLUES, CHASES, DRAINS,
ELECTRICAL SUPPLY, CONDUITS, ETC., have a history of only sporadic failure and can be expected
to attain a normal life span well in excess of an additional 20 years. However, during the term of
this plan these components will achieve the age typically associated with problematic conditions.
The degree of failure and service can only be determined over time, The initial funding rate is
suggested at $1,000.00 per year.

The limited common area also includes the STRUCTURE AND FOUNDATION. Water penetration and
related damages is likely to have an influence on capital costs. The physical plant report includes
funding to address sealants and caulking, however, not the actual deterioration of substructures.

We suggest an annual funding rate of $2,500.00 per year.

TOTAL RECOMMENDED FUNDING: $3,500.00 PER YEAR.

Although this amount may be arbitrary in scope, it creates funding that can be adjusted in future
updates after the performance history is reviewed.

KNOX LANE ANNEX RRR THE REPLACEMENT RESERVE REPORT
PAGE 20
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SUMMARY OF INFLUENCE FACTORS

OPERATING POLICIES AND PROCEDURES
The property has benefited from the services of management that is aware of proficient
practices and policies. The site has good curb appeal and image. Overall attention to detail is
good, especially at maintenance and service levels. Modemization is present for fire and
safety systems. Modernization is needed for security systems; enhancing security and curb
appeal.

UNUSUAL CONDITIONS AND EVENTS
The site is essentially free of unusual or accelerated conditions that would result in a capital
need. There are minor oddities that are visible and impact curb appeal such as the loss of film
coat on exterior doors.

PREVENTATIVE MAINTENANCE AND LIFE EXTENSION
The property should maintain a service request and delivery system that records the failures,
service levels, complaints, etc. of each component listed in this report. This system should
also be utilized to record preventative maintenance efforts. Consider Peachtree or Safeguard
work order systems.

OPERATING BUDGET ANALYSIS
As a client of THE REPLACEMENT RESERVE REPORT, the agent or owner will receive annual
information for a custom analysis by the Experience Exchange Division of the Institute of
Real Estate Management. The service is free and confidential.

HISTORICAL OPERATIONS
The history of the property is fairly straightforward with no remarkable uses that would
present a risk.

Loss & RiISK HISTORY
No history was available.

MAXIMUM INCOME POTENTIAL
We did not conduct an analysis; income is apparently sufficient to support debt and reserves.
We strongly suggest that the association conduct a formal market analysis; via best of type,
built up pricing method of area comparable projects.
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SUGGESTIONS FOR IMMEDIATE ATTENTION

1. Immediately address all liability issues noted in this report. Obtain an opinion from your legal
counsel. Provide your attorney with a copy of this report.

2. Forward a copy of this report to your accounting professionals.
3. We suggest the following procedure:

a. Utilize a tracking system for failure and service levels required by the components
identified in this report.

b. Increase awareness of possible liabilities such as toeholds, railings, etc. that exist
within the common areas.

c. Increase the scope of line items in your operating budget to coincide with the identified
titles/inventory in this report. It is important to track all expenses, of a capital and
operating allocation, between up-dates and reviews.

4. Management may elect to use all, some, or none of our suggestions and predicted scenarios.
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LIMITATIONS OF THE REPORT

During our investigation and observations, we encountered the following conditions that limited
our presentation or resulted in assumptions:

1. No invasive testing was performed on any component.
2. Property perimeters were not observed for accuracy.
3. An engineering of the property has not been conducted.

THE REPLACEMENT RESERVE REPORT is not intended to give advice of a legal nature, and,
accordingly, should not be used as such advice. An engineering of the property has not been
performed, and no assessment of code compliance, any form of 21E, asbestos, or lead paint
conditions offered. This REPORT does not warrant expressing an opinion of utility or inutility.

Many of the observations made in the REPORT are a result of random sampling of property
components. This process would not allow for discovery of all potential defects or hazards
associated with the physical plant. The report should not be used for the purpose of loss
prevention or risk assessment.

Much of the information made available to the author is a result of personnel interviews, such as
with managing agents, maintenance personnel, contractors, etc. While these sources are deemed
reliable, they cannot be guaranteed authoritative.

The financial projections are supported for only the time frame in which they were compiled. Use
of this information cannot be supported beyond that period, which would require regular review
and amendments to the REPORT.

This information is intended for the sole use of KNOX LANE ANNEX APARTMENTS, its owners,
managers, trade professionals, and others with a bonafide interest in the property. Use by any
other entity is prohibited. All rights reserved under copyright laws of the United States
(RRR2012).

Any single error within the text of the report does not void the entire report finding. Possession of
the report does not necessarily constitute ownership.
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QUALIFICATIONS OF THE ANALYST

THE REPLACEMENT RESERVE REPORT has been prepared for numerous government-assisted
housing complexes, condominium associations, developers, institutions, and other facilities
throughout New England since 1984. In the spring of 1993, we opened our Cape Canaveral office
to serve North and South Carolina, Georgia and Florida. In 1996, our Virginia Beach branch
opened to serve the mid-Atlantic region.

CHARLES J. STUART, CPM is the REPORT’S author and founder. A Certified Property Manager
of the Institute of Real Estate Management, Mr. Stuart has over thirty years of industry experience
and is an author and speaker regarding the subject of capital planning and replacement reserves for
the Community Associations Institute (CAI) Mr. Stuart is also a past course instructor of ten
years for the Institute of Real Estate Management (IREM), and a contributing editor and author for
the RS Means Company, a worldwide construction consulting and estimating company. Two
books are currently available, "Facilities Maintenance and Repair Cost Data", now in its 7"
printing, and "Costs Planning & Estimating for Facilities Maintenance".

VINCENT L. STELLA, AIA, NCARB is a Registered Architect in Connecticut and Rhode Island
with National Accreditation. Principally involved with projects of varied scope and character with
values ranging from $50,000 to $50,000,000 for private industry, commercial, residential, and
recreational uses. Extensive experience conducting inspections and assessments for HUD, CHFA,
and numerous State Housing Finance Agencies.

DUKE MOORE, AIA, LEED-AP is a licensed Architect in the states of Connecticut,
Massachusetts, and New York. Mr. Moore has extensive experience in historic preservation and
commercial property inspection. The LEED-AP designation from Green Building Certification
Institute signifies advanced knowledge in green building practices with the ability to bring our
clients through the LEED rating system.

STEPHEN SaALA, CiviL ENGINEER brings twenty years of diverse experience, in the design and
construction areas of engineering, from projects that span both domestic and international markets.
Mr. Sala has been involved with projects varying in value from five to two million dollars. An
author on the subject of construction management, Mr. Sala is also regarded as a specialist in
“expert testimony” on this subject.

JAMES A. DOHRMAN, PE - CIvIL is registered in five states as a Professional Engineer with a
specialty in Forensic Engineering. Mr. Dohrman has extensive international and domestic
experience in solid waste and related water resource subjects as well as being an accomplished
author and speaker in these areas.

RAYLENE HULS-STRICKLER COE - ATTORNEY. Ms. Coe worked for the Department of Business
and Professional Regulation’s Division of Land Sales Condominiums and Mobile Homes and has
extensive experience with condominium and community association law. Ms. Coe graduated
from Florida State University’s College of Law in 2001 after graduating from the University of
Central Florida in 1998. In the early 90°s, Ms. Coe (as Mrs. Bill Strickler) was involved in the
reform of property rights and community association law.

Our staff also includes experienced personnel that conduct measurements and inventory of the
physical plants, and an administrative team that is experienced with AutoCad and architectural
costs software systems.
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DISCLAIMER

It is assumed that the property known as KNOX LANE APARTMENTS is in compliance with all
federal, state, and local laws, codes, regulations, and statutes.

THE REPLACEMENT RESERVE REPORT or its authors are not responsible for defects known or
unknown, and reject all liability for such defects, known, or unknown, which may effect or cause
harm or damage to the association or its residents.

All subsequent reviews and amendments to this REPORT are an expense beyond the invoice
associated with this REPORT. THE REPLACEMENT RESERVE REPORT is not responsible to
perform future reviews and amendments.

Any adjustments, changes, alterations, additions or deletions to this REPORT by anyone other than
the author voids the entire report. Possession of this report does not constitute authorized
ownership.

Competent management of the entity is assumed.
All values and projections are open to influences from the economy, the environment, the level of

service, and the degree of actual wear and tear through use. Accordingly, all opinions expressed
are subject to change.
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APPENDIX

ADDITIONAL PROPERTY PHOTOS
GLOSSARY OF TERMS
SAMPLE ANNUAL OPERATING CALENDAR
RELATIVE MATERIALS RECEIVED

CONNECTICUT HOUSING FINANCE AUTHORITY SHRP C.N.A. RECAP
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Glossary of Terms

Cash Flow Method: 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.

Component Inventory: The task of selecting and quantifying reserve components. This task can
be accomplished through on-site visual observations, review of association design and
organizational documents, a review of established association precedents, and discussion with
appropriate association representative(s).

Component Method: A method of developing a reserve funding plan where the total contribution
is based on the sum of contributions for individual components. See “cash-flow method.”

Condition Assessment: The task of evaluating the current condition of the component based on
observed or reported characteristics.

Current Replacement Cost: See “replacement cost.”

Deficit: An actual or projected reserve balance less than the fully funded balance. The opposite
would be a surplus.

Effective Age: The difference between useful life and remaining useful life. Not always
equivalent to chronological age, since some components age irregularly used primarily in
computations.

Financial Analysis: The portion of a reserve study where the current status of the reserves
(measured as cash or percent funded) and a recommended reserve contribution rate (reserve
funding plan) are derived, and the projected reserve income and expense over time is presented.
The financial analysis is one of the two parts of a reserve study.

Component Full Funding: When the actual or projected cumulative reserve balance for all
components is equal to the fully funded balance.

Accrued Fund Balance (AFB): The total accrued depreciation. It’s an indicator against which the
actual or projected reserve balance can be compared to identify the direct proportion of the “used
up” life of the current repair or replacement cost. This number is calculated for each component,
and then summed together for an association total. The following formula can be utilized. AFB =
Current Cost X Effective Age/Useful Life

Fund Status: The status of the reserve fund as compared to an established benchmark such as
percent funding.

Funding Goals: Independent of methodology utilized, the following represent the basic categories
of funding plan goals:

+ Baseline Funding: Establishing a reserve funding goal of keeping the reserve cash balance above
zero.

+ Component Full Funding: Setting a reserve funding goal of attaining and maintaining cumulative
reserves at or near 100% funded.

« Statutory Funding: Establishing a reserve funding goal of setting aside the specific minimum
amount of reserves of component required by local statues.

« Threshold Funding: Establishing a reserve funding goal of keeping the reserve balance above a
specified dollar or percent funded amount. Depending on the threshold, this may be more or less
conservative than component full funding.

Funding Plan: An association’s plan to provide income to a reserve fund to offset anticipated
expenditures from that fund.
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Funding Principles:

» Sufficient Funds When Required

+ Stable Contribution Rate over the Years

* Evenly Distributed Contributions over the Years
» Fiscally Responsible

Life and Valuation Estimates: The task of estimating useful life, remaining useful life, and repair
or replacement costs for the reserve components.

Percent Funded: The ratio, at a particular point of time (typically the beginning of the fiscal
year), of the actual (or projected) reserve balance to the accrued fund balance, expressed as a
percentage.

Physical Analysis: The portion of the reserve study where the component inventory, condition
assessment, and life and valuation estimate tasks are performed. This represents one of the two
parts of the reserve study.

Remaining Useful Life (RUL): Also referred to as remaining life (RL). The estimated time, in
years, that a reserve component can be expected to continue to serve its intended function. Projects
anticipated to occur in the initial year have “zero” remaining useful life.

Replacement Cost: The cost of replacing, repairing, or restoring a reserve component to its
original functional condition. The current replacement cost would be the cost to replace, repair, or
restore the component during that particular year.

Reserve Balance: Actual or projected funds as of a particular point in time that the association has
identified for use to defray the future repair or replacement of those major components which the
association is obligated to maintain. Also known as reserves, reserve accounts, cash reserves.
Based upon information provided and not audited.

Reserve Component: The individual line items in the reserve study developed or

updated in the physical analysis. These elements form the building blocks for the

reserve study. Components typically are the association responsibility, have limited useful life
expectancies, have predictable remaining useful life expectancies, are above a minimum threshold
cost, and are as required by local codes.

Reserve Provider: An individual that prepares reserve studies.

Special Assessment: An assessment levied on the members of an association in addition to
regular assessments. Governing documents or local statutes often regulate special assessments.

Surplus: An actual or projected reserve balance greater than the fully funded balance.
Useful Life (UL): Total useful life or depreciable life is the estimated number of years that a

reserve component can be expected to serve its intended function if it is properly constructed in its
present application and/or installation.
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