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In Brief:  Glebe Harbor-Cabin Point POA Reserve Study 

 

At the end of 2016, the board of directors decided to have an independent reserve study completed by 

Miller Dodson.  A reserve study is an analysis by a specialized professional firm of all capital assets, 

assets with a useful life of more than 1 year and whose value exceeds a certain amount.  This analysis 

does the following: 

 identifies each capital asset,  

 evaluates its current condition based on physical inspection,  

 estimates its remaining useful life,  

 estimates its approximate replacement cost at the end of its estimated useful life, and 

 calculates by fiscal year the amount of monies that need to be set aside each year, the reserves, 

to fund these replacements when they are needed. 

Reserve studies are required for condominium associations in Virginia.  The POA is not required by law 

to conduct a reserve study, but the board felt that it was a reasonable best practice to adopt to support 

our long-range capital expenditure funding and expenditures.  Reserve studies are not static and are 

generally updated by the specialized professional firm every 5 years or when significant changes either 

in the condition of the capital assets occur or when expenditures for capital assets are made.   

Miller Dodson has produced a draft reserve study for the POA.  We have begun discussions with the 

county administrator about the reserve study and expect that with his input and ours there will be a 

number of adjustments made to the numbers.  At present, we don’t expect these changes to be 

significant taken over the 40-year term of the reserve study.  Some of these adjustments might include: 

 

 changes in estimated cost of replacement resulting from favorable county procurement 

practices or use of conscripted labor 

 

 raising the dollar threshold for capital expenditures   

  

(The reserve study currently includes items that are below the capital expenditure threshold for 

the county.  We anticipate removing them from the reserve study and including them as part of 

the annual operating expenses of the SD.) 

 

 changes in timing of planned replacements     

 

(For example, the reserve study contemplates doing 20% replacement of groins each year until 

all are replaced.  We might decide for cost reasons to do them all at one time.  This would impact 

the reserve study calculations) 

 

 miscellaneous adjustments based on new activities since the reserve study was drafted   
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(For example, capital maintenance of the pump room for the pool may be changed to full 

replacement of the pool pumping system based on future cost-benefit analysis of our options.) 

It should be noted that the largest capital expenditures, dredging and beach replenishment, are not part 

of this reserve study because their estimated useful lives cannot be reasonably estimated.   

When we consider our long-term planning for major, capital expenditures, they will fall into three 

categories:   

 Reserve Study -- for existing assets, capital maintenance or replacement 

 NonReserve Study -- for existing assets which are excluded from the reserve study: dredging 

and beach replenishment 

 New Capital Projects -- for the development of new recreational assets (A listing of the 

ideas which have surfaced so far is provided separately.) 

Additionally, new capital projects will only become part of the reserve study when they are constructed 

in the future.  For example, if a decision were taken to enclose the pool to make it an all-season facility, 

then the replacement cost of that enclosure would be a revision to a future reserve study.   

Current expenditures for dredging and beach replenishment are so significant that expenditures for 

items in the reserve study will likely be delayed. The POA has deferred maintenance for many years for 

some recreational assets because of the high costs of dredging and beach replacement to protect and maintain 

our status as a water access community. The formation and funding of the sanitary district has provided a 

structure for funding these major expenditures, but it will take several years to work through the capital 

expenditure backlog. 

For purposes of our first discussions of long-range planning of capital maintenance and improvements, 

we will be using the draft reserve study without changes.  We believe that these estimates are “close 

enough” for our initial planning purposes.  In parallel, we will be working with the county administrator 

to review/revise the reserve study over the next 3-6 months.  We will roll revised numbers into the plan 

when they are finalized by Miller Dodson. 

The reserve study draft provided by Miller Dodson in late 2016 is a lengthy document.  The following 

discussion summarizes the results of that study. 

The graphic below summarizes the current status of capital reserve funding for the POA/SD.  The yellow 

bars represent the annual expenditures estimated in the reserve study to maintain the existing capital 

assets.  The blue triangle at the bottom represents the current level of reserve funding, which is $0.  The 
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red dotted line represents the cumulative receipts needed to fund existing capital asset maintenance.  

 

The reserve study indicates that the POA/SD will need to fund $141,937 for the first year and then an 

average of $71,274 thereafter per year to provide for sufficient funding of all capital repairs and 

replacements over the next 40 years.  The recommended amounts vary per year and are higher in the 

first 8 years as shown in the following table. 
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The graph below shows the capital expenditures as a gold bar, cumulative funding as the open circle 

line, year-end reserve fund balance as the blue triangle and the red circle as peak year expenditures.  It 

is assumed in these reserve study calculations that all capital expenditures are self-funded through 

savings and not through debt financing.  The impact of the use of debt financing will have to be taken 

into account separately in our long-term planning process. 
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Methodology Examples 

 

Miller Dodson physically inventoried and inspected the capital assets of the POA.  See excerpts from 

their report below.  The first screen shot immediately below shows the site component detail – item 

description, # of units, unit replacement cost, normal economic life and remaining economic life and 

replacement cost. This detail is provided for 138 items covered in this report. 
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The table above is developed based on physical inspection which is documented within the report itself.  

See a sample below relative to the clubhouse exterior. 

 

 


