2012 Changes - WA Reserve Study Law & House Bill 1309
Effective January 1st, 2012 Condominiums will have expanded reporting standards
required within Washington Reserve Study/account law. Homeowners Associations with
“significant assets” will be required to perform and disclose Reserve Studies in a similar
manner as condominium associations. You can view the changes (House Bill 1309) here:
http://apps.leg.wa.gov/documents/billdocs/2011-12/Pdf/Bills/House%20Bills/1309.pdf
The bill passed 98 – 1 in the House, 48 – 1 in the Senate and was signed into law by
Governor Gregoire on April 29th, 2011.
New reporting & disclosure standards (paraphrased – see RCW 64.34.308):
In addition to disclosing within resale certificates and Public Offering Statements, the
below specific information from the Reserve Study must be provided to all owners as part
of the summary of the annual budget:
 Current budgeted reserve contribution rate, recommended contribution rate from
the Reserve Study and the funding plan upon which it is based. Any additional
regular or special assessments scheduled to be imposed, date they are due and the
purpose of the assessment.
 Based on the most recent Reserve Study and other information, whether currently
projected reserve account balances will be sufficient at the end of each year to
meet the association’s projected obligation for major maintenance, repair or
replacement of reserve components during the next thirty years.
 If reserve account balances are not projected to be sufficient, what additional
assessments may be necessary to ensure sufficient funds.
 The estimated amount recommended in the reserve account(s) at the end of the
current fiscal year based on the most recent Reserve Study, the projected actual
account cash balance at the end of the current fiscal year and the Percent
Funded at the date of the last Reserve Study.
 The estimated amount recommended in the reserve account based upon the most
recent Reserve Study at the end of the next five budget years, the projected
account cash balance in each of those years; and if the funding plan approved by
the association is implemented, the projected reserve account(s) cash balance in
each of the next five budget years and the percent funded for each of those years.
This will require additional calculations from the reserve study provider or other
if the association chooses a reserve contribution rate different than recommended
within the study. All of the other requirements above can already be found in a
Reserve Study prepared in accordance with National Reserve Study Standards.

Reserve Study Must Include (paraphrased – see RCW 64.34.380):
 A reserve component list, including: roofing, painting, paving, decks, siding,
plumbing, windows, and any other reserve component that would cost more than
one percent of the annual budget for major maintenance, repair or replacement.
If any of these components is not included in the Reserve Study, the study should
provide commentary explaining the basis for its exclusion.
 A recommended reserve account contribution rate, a contribution rate for a Full
Funding plan to achieve one hundred percent Fully Funded reserves by the end of
the thirty-year study period, and a Baseline Funding plan to maintain the reserve
balance above zero throughout the thirty-year study period without special
assessments.
New Definitions (paraphrased – see RCW 64.34.020):
 Baseline Funding plan means establishing a reserve funding goal of maintaining a
reserve account balance above zero dollars throughout the thirty-year study
period.
 Full Funding plan means setting a reserve funding goal of achieving one hundred
percent Fully Funded reserves by the end of the thirty-year study period.
 Significant Assets within Condominium Associations means that the current total
cost of major maintenance repair and replacement of the reserve components is
fifty percent or more of the gross budget of the association, excluding the
budgeted reserve contribution. The criteria for significant assets within
Homeowners Associations is the current total cost of major maintenance, repair
and replacement of the reserve components is seventy-five percent or more of the
gross budget, excluding the budgeted reserve contribution.
Borrowing from Reserves (paraphrased – see RCW 64.34.384):
 An association may withdraw funds from its reserve account to pay for
unforeseen or unbudgeted costs that are unrelated to maintenance, repair or
replacement of the reserve components. See RCW 64.34.384 for specific
notification requirements.
 Payment for major maintenance, repair or replacement of the Reserve
Components out of cycle with the Reserve Study projections or not included in
the Reserve Study may be made from the reserve account without meeting the
notification or repayment requirements under this section.

Homeowners Associations:
The requirement to perform and disclose Reserve Studies for Homeowners Associations
with significant assets is very similar to the requirements of condominiums with some
notable exceptions as listed below. The full text can be found using the link at the
beginning of this article.
Differences Between HOA and Condo Requirements (paraphrased – see RCW 64.38):
 Significant assets mean that the current replacement value of the major reserve
components is seventy-five percent or more of the gross budget of the association,
excluding the budgeted reserve contribution.
 Reserve component means a common element whose cost of maintenance, repair
or replacement is infrequent, significant, and impractical to include in an annual
budget. HOA law will not specifically require roofing, painting, paving, decks,
siding, plumbing, windows to be included as these components are not found in
many HOA’s.
 An HOA is not required to follow the Reserve Study requirements if the cost of
the Reserve Study exceeds five percent (10% for Condos) of the association’s
annual budget, the association does not have significant assets, or there are ten or
fewer homes in the association.

