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REPLACEMENT RESERVE REPORT

RIVERS OF HOPE
CALIFORNIA, MARYLAND

Description: Rivers of Hope in an Interfaith Center located in California,
Maryland. Originally built in 1983, a banquet hall was added in 1993,
and the facilities underwent an expansion and renovation in 2007. A
guest house is also included in this study. The survey examined the
elements of the property, including:

Asphalt pavements and parking areas.

Concrete work and pavers.

Wood site components and site lighting.

Building exteriors, including roofing, masonry, siding, trim,
windows and doors.

e Building interiors and mechanical systems.

Current Funding: This reserve study has been prepared for Fiscal
Year 2011 covering the period from July 1, 2011 to June 31, 2012. The
Replacement Reserves on deposit as of June 31, 2011 are anticipated
to be $30,500. The planned contribution to reserves for the 2011 Fiscal
Year is $70,000. The confirmation or audit of these figures is beyond the
scope of this Study.

Analysis Summary: As shown in Graph 2 on Page A3 of the
Replacement Reserve Analysis, the Current Funding is marginally
adequate for the next eleven (11) years, falling slightly short in the years
2016 and 2017, and becoming inadequate after the year 2020.

It is interesting to note that after 2022, as seen in Table #1 on Page A4,
the Cash Flow model indicates a drop in the contribution rate from
$110,102 annually to $91,959. These results confirm that the reported
opening balance of $30,500 is too low for this facility, and that the
current contribution level of $70,000 will remain inadequate over time.

In addition, annual increases to the reserve contribution of between 3%
and 4% are recommended until an update to the Study is performed in 3
to 5 years.

To aid in the understanding of this report and its concepts and practices,
on our web site, we have developed videos addressing frequently asked
topics. In addition, there are a variety of posted links covering a variety
of subjects under the resources page of our site at mdareserves.com.
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Level of Service: This study has been performed as a Level I, Full Service Reserve Study as defined under the
National Reserve Study Standards that have been adopted by the Community Associations Institute. As such, a
complete component inventory was established based on information regarding commonly-owned components
provided by the Center and upon quantities derived from field measurement and/or quantity takeoffs from to-scale
engineering drawings. The condition of all commonly-owned components was ascertained from a site visit and
the visual inspection of each component by the Analyst. The life expectancy and the value of the components are
provided based in part on these observations. The fund status and funding plan have been derived from analysis
of this data.

Purpose: The purpose of this Replacement Reserve Study is to provide Rivers of Hope Interfaith Center
(hereinafter called the Center) with an inventory of the common community facilities and infrastructure
components that require periodic replacement. The Study includes a general view of the condition of these items
and an effective financial plan to fund projected periodic replacements.

¢ Inventory of ltems Owned by the Center: Section B Replacement Reserve Inventory lists the Projected
Replacements of the commonly owned items that require periodic replacement using funding from
Replacement Reserves. The Replacement Reserve Inventory also provides information about excluded
items, which are items whose replacements are not scheduled for funding from Replacement Reserves.

e Condition of ltems Owned by the Center: Section B Replacement Reserve Inventory includes our
estimates of the normal economic life and the remaining economic life for the projected replacements.
Section C Calendar of Projected Annual Replacements provides a year-by-year listing of the projected
replacements. Section D Condition Assessment provides additional detail for items that are unique or
deserving of attention because of their condition or the manner in which they have been treated in this Study.

e Financial Plan: The Center has a fiduciary responsibility to protect the appearance, value, and safety of the
property and it is therefore essential the Parish have a financial plan that provides funding for the projected
replacements. In conformance with American Institute of Certified Public Accountant guidelines, Section A
Replacement Reserve Analysis evaluates the current funding of Replacement Reserves as reported by the
Center and recommends annual funding of Replacement Reserves by two generally accepted accounting
methods; the Cash Flow Method and the Component Method. Only the Cash Flow results are provided in this
Study. Section A Replacement Reserve Analysis includes graphic and tabular presentations of the Cash
Flow and Current Funding. An Executive Summary of these calculations is provided on Page A1.

Basis: The data contained in this Replacement Reserve Study is based upon the following:
¢ The Request for Proposal submitted and executed by the Center.

e Our visual evaluation and measurements were performed on May 7, 2011. Miller+Dodson Associates visually
inspected the common elements of the property in order to ascertain the remaining useful life and the
replacement costs of these components.

e Drawings were not provided for use in the development of this study.

Acknowledgement: Miller+Dodson Associates would like to acknowledge the assistance and input of the
General Manager, Mr. John Doe who provided helpful insight into the current operations at the property.

Analyst’'s Credentials: Mr. William I. Scrivens holds a Bachelors of Science Degree in Civil Engineering, with an
emphasis in structures, from the Pennsylvania State University. Mr. Scrivens, with over sixteen years of
experience as a Project Engineer in structural design and inspection, has personally performed well over 1,500
inspections on wide variety of private, municipal, and military facilities throughout the United States. He is
currently a Reserve Specialist for Miller+Dodson Associates.

Respectfully Submitted,
millerdodson
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Miller+Dodson Associates, Inc. Condition Assessment - Page D2
Rivers of Hope Interfaith Center May 7, 2011

Caulking and sealants play a primary role in the protection of the facility’s exterior components and the overall
weather tightness of the facility. Caulking also provides a seal between dissimilar materials and changes in
construction where movement is expected. We therefore recommend recaulking every 10 years or when
painting, or when other exterior repairs and replacements are scheduled.

When recaulking, a simple overlay of the old caulk is improper. Rather, defective caulk joints should be
completely cutout, cleaned, and prepped, with new backer materials installed as needed. New caulk can then be
applied according to the manufacturer’s guidelines and recommendations.

There are a significant number of sealants and caulks of varying quality and specialty. The proper specification,
selection, preparation, and installation are critical to proper performance and longevity of the work. Environmental
factors, including weather can play a significant role in the success of this work.



Miller+Dodson Associates, Inc. Condition Assessment - Page D3
Rivers of Hope Interfaith Center May 7, 2011

For additional information on caulking and sealants, please see the appropriate links on the Miller+Dodson web
site at http://mdareserves.com/resources/links/building-exterior.

In addition to the siding, the Center is concerned about one of the scuppers and downspouts on the new wing of
the Banquet Hall. We found that this scupper is not aligned with the valleys of the contributing roof area and
recommend consulting with a competent roofing contractor to have this scupper and downspout moved and
aligned with the roof valleys with appropriate flashings and diverters installed.

Also, we noted a few areas with roof shingle deterioration primarily over the music director’s office and adjacent
areas. These shingles appear to be older than those on the remaining roof areas.

|
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Miller+Dodson Associates, Inc. Condition Assessment - Page D4
Rivers of Hope Interfaith Center May 7, 2011

As roofing systems age, periodic inspections are recommended and repair work may be required. In order to
obtain the maximum useful life possible, we recommend performing routine inspections and cleanings at a
decreasing interval as the roof ages. Access, inspection, and repair work should be performed by contractors and
personnel who are experienced in the types of roofing used for the facility. For addition information on roofs and
roof maintenance, please see the appropriate links on our web site at
http://mdareserves.com/resources/links/building-exterior.

Lastly, the utility corral at the east end of the Center is in poor condition with moderate rot. The Center should
consider replacing this fencing with synthetic low maintenance materials.

The exterior of the guest house, with its recent repointing work and new deck, appears to be in generally good
condition.
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Miller+Dodson Associates, Inc. Condition Assessment - Page D5
Rivers of Hope Interfaith Center May 7, 2011

Asphalt Pavement: The Center maintains the access drives and parking areas as the Guest House and Center.
In general, the asphalt pavements are in marginal to poor condition with raveling and full depth pavement failures,
including incipient potholes.

Some areas have been recently overlaid but reflective cracking indicates that sufficient base repairs were not
made.

Also along both sides of the Center’s entry, the overlay does not have proper edge confinement and shoulder
dressing. This is considered a traffic hazard for errant vehicles that may leave the pavement section. The
Association maintains an inventory of about 411,000 square feet (sf) of asphalt pavement at the guest house and
Center.



Miller+Dodson Associates, Inc. Condition Assessment - Page D6
Rivers of Hope Interfaith Center May 7, 2011

As a rule of thumb, asphalt should be overlaid when approximately 5% of the surface area is cracked or otherwise
deteriorated. The normal service life of asphalt pavement is typically 18 to 20 years.

In order to maintain the condition of the pavement throughout the community and to insure the longest life of the
asphalt, we recommend a systematic and comprehensive maintenance program that includes:

1. Cleaning: Long-term exposure to oil or gas breaks down asphalt. Because this asphalt pavement is
generally not used for long-term parking, it is unlikely that frequent cleaning will be necessary. When
necessary, spill areas should be cleaned, or patched if deterioration has penetrated the asphalt. This is a
maintenance activity, and we have assumed that it will not be funded from Reserves.

2. Crack Repair: All cracks should be repaired with an appropriate compound to prevent water infiltration
through the asphalt into the base. This repair should be done annually. Crack repair is normally
considered a maintenance activity and is not funded from Reserves. Areas of extensive cracking or
deterioration that cannot be made watertight should be cut out and patched.

3. Seal Coating: The asphalt should be seal coated every three to five years. For this maintenance activity
to be effective in extending the life of the asphalt, cleaning and crack repair should be performed first.

The pricing used is based on recent contracts for a 2-inch overlay, which reflects the current local market for this
work.

For Seal Coating, several different products are available. The older more traditional seal coating products are
simply paints. They coat the surface of the asphalt and they are minimally effective. However, the newer coating
materials, such as those from Total Asphalt Management, Asphalt Restoration Technologies, Inc., and others, are
penetrating. They are engineered, so to speak, to ‘remoisturize’ the pavement. Asphalt pavement is intended to
be flexible. Over time, the volatile chemicals in the pavement dry, the pavement becomes brittle, and degradation
follows in the forms of cracking and potholes. Remoisturizing the pavement can return its flexibility and extend
the life of the pavement.

Lastly, since paved roadways, parking areas, and paths constitute a significant portion of the community’s
reserve funding, the following resource links may provide insight into the general terms and concerns, including
maintenance related pro’s and con’s, which may help the Association better manage the asphalt pavements
throughout the community: http://mdareserves.com/resources/links/site-components.

Pavers: The Center maintains several areas with brick and other pavers. The pavers along the side of the
building are displaced primarily along the edges, which is resulting in a tripping hazard which should be repaired.
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Miller+Dodson Associates, Inc. Condition Assessment - Page D7
Rivers of Hope Interfaith Center May 7, 2011

Common Interiors: The Center maintains the interior areas of the Center and guest house. The guest house
was not accessed as part of our inspection. We assume that the Center will want to maintain these areas in a
commercially acceptable condition. Typically, replacement cycles for common interior spaces vary between 5
and 15 years depending on the aesthetic tastes, usage, and construction. Material selection and the Center’s
preferences are the major factors in setting the Reserve Components for items such as refurnishing and interior
refurbishment. The Center will need to establish these cycles as these facilities age. Maintaining historical
records and incorporating these trends and preferences into future Reserve Study up-dates is the best way to
adjust for these cycles.

We noted during or inspection and interview with the General Manager and Center’s staff that the banquet hall is
in need of refurbishment and refurnishing. We have accounted for this in the near-term years of this Study.
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Stained Glass Windows: Predictable cycles for stand glass work vary widely depending on the manufacturer,
attention to repair, and environmental factors. Generally, speaking windows that are behind protective barrier
glazing such as glass or plastic tend to fare better, if the barrier is properly ventilated and drained. Having said
this, it is generally recommended for windows to be inspected every 5 to 10 years after they are about 30-years
old. Reputable Studios may not charge for these inspections, which should include a thorough report.

This Study assumes that the windows will be cleaned and repaired when the protective barrier glazing is
replaced, and we have assumed a 40-year life for these. If a complete restoration is required, this can cost 2 to 3
time more than the repair cost. Broken pieces of glass, buckling, and separation of the window sections are
indications that a window may need restoration rather than repair. A qualified expert in stain glass windows
should be able to make this determination, and if needed, provide budgeting figures for inclusion in a future Study.

Pipe Organs: Pipe organs vary in size and fall into two basic categories. The older wind chest systems still in
common use were designed and built up until the late 1970’s and consist of a Electo-Pneumatic Wind Chest.
Newer designs incorporate Slider and Pallet Wind Chests and are significantly less expensive to maintain. This
study assumes the latter and provides for the replacement of the electronics, releathering of the bellows, and
cleaning and refelting throughout the Study period.

Building Electrical Service: Other than transformers and meters and if protected from water damage or
overloading, interior electrical systems within a building, including feed lines and switch gear, are considered long-
life components and are therefore excluded from this study. In order to maintain this equipment properly, periodic
tightening of all connections is recommended every 3 to 5 years. Insurance policies in some cases may have
specific requirements regarding the tightening of electrical connections. It is also recommended that outlets,
sockets, switches, and minor fixtures be replaced at a maximum of every 30 years. Replacement of these smaller
components, unless otherwise identified, is considered incidental to the refurbishment of a unit or is considered a
Valuation Exclusion.
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HVAC Systems: The Center maintains a number of heating and air conditioning (HVAC) systems that use the
refrigerant known as R22. This refrigerant will be phased out of production by the year 2020 and generally
phased out of use in new systems by the year 2010. See the EPA web site for further information,
http://www.epa.gov/ozoneltitle6/phaseout/hcfc.html. Since most of the HVAC systems rely on the old R22
refrigerant, we assume that the HVAC replacement will include upgrading to the new refrigerant, which is likely to
require the replacement of the entire system including the compressor, air handler, and line-set.

The operating pressure, for new refrigerant systems, is approximately twice as high as older systems. Many of
the standard components have not been redesigned for these higher pressures, including the coils, which
generally fail due to metal fatigue. Even though manufactures continue to predict 15 to 20-year life cycles for
HVAC equipment that use these new refrigerants, this is not proven by historical data.

As with most equipment, to achieve a normal economic life, proper maintenance is essential. In some cases,
proper maintenance can greatly extend the useful life of a component.

This Condition Assessment is based upon our visual survey of the property. The sole purpose of the visual
survey was an evaluation of the common elements of the property to ascertain the remaining useful life and the
replacement costs of these common elements. Our evaluation assumed that all components met building code
requirements in force at the time of construction. Our visual survey was conducted with care by experienced
persons, but no warranty or guarantee is expressed or implied.

End of Condition Assessment
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Miller+Dodson Associates, Inc. Attachments - Page E4
Appendix

Reserves Currently on Deposit. Shown on the Summary Sheet A1, this is the amount of accumulated reserves as reported by the
Association in the current year.

Reserves on Hand. Shown in the Cyclic Replacement and Normal Replacement Schedules, this is the amount of reserves allocated
to each component item in the Cyclic or Normal Replacement schedules. This figure is based on the ratio of Reserves Currently on
Deposit divided by the total Current Objective.

Replacement Reserve Study. An analysis of all of the components of the common property of the Association for which a need for
replacement should be anticipated within the economic life of the property as a whole. The analysis involves estimation for each
component of its estimated Replacement Cost, Estimated Economic Life, and Estimated Life Left. The objective of the study is to
calculate a recommended annual contribution to the Association's Replacement Reserve Fund.

Total Replacement Cost. Shown on the Summary Sheet A1, this is total of the Estimated Replacement Costs for all items on the
schedule if they were to be replaced once.

Unit Replacement Cost. Estimated replacement cost for a single unit of a given item on the schedule.

Unit (of Measure). Non-standard abbreviations are defined on the page of the Replacement Reserve Inventory where the item
appears. The following standard abbreviations are used in this report:

EA: each FT: feet LS: lump sum PR: pair SF: square feet SY: square yard
6. LIST OF RECOMMENDED REPAIRS - PROCEDURES

A List of Recommended Repairs is offered as a supplemental report to the Replacement Reserve Study (at an additional fee) to assist
the Association in understanding the financial implications of all items owned by the Association, not just the items included for
funding by Replacement Reserves listed in the Replacement Reserve Inventory. The following information relates to the List of
Recommended Repairs:

e Repair costs. Cost range estimates given in the repair list assume that all work by a given trade will be done together
as a single project. If repairs are done piece-meal, the costs would be significantly higher. The costs of any repairs to
be funded out of the Reserve Fund should be subtracted from the Reserves Currently on Deposit figure. The Board or
Property Manager should coordinate this decision with the Reserve Analyst as part of the revision process.

e  Completion of repairs. The Replacement Reserve Analysis assumes that all repairs cited in the Repair List will be
completed within a twelve-month period of time. Estimated Life Left in the Replacement Reserve Study has been
factored under this assumption. Any deletions or delays of the projects included in the List of Recommended Repairs
may result in major inaccuracies in the Replacement Reserve Analysis.

e  Safety issues. If safety issues have been cited, they should be given the highest priority and should be done
immediately upon receipt of this report. The Board must recognize that from a liability standpoint, they have been made
aware of the existence of these unsafe conditions, if any, once the report is delivered for their review.

e  Unit costs. Nationally published standards and standard estimating manuals have been used in the development of this
report. Contractor proposals or actual cost experience may be available as part of the Association records. We will
adjust our figures to conform to your experience if the material or information is disclosed to us and/or made available
for our use.





