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VIA EMAIL
Memorandum
TO: Claudia Rosolen, Commission Coordinator
The Commission for Common-Interest Communities and Condominium Hotels
FROM: Robert Browning, CAl RS, NV RSS #005
DATE: August 8, 2014
RE: LCB File No. R050-13

Comments on Proposed Changes to Existing Law Relating to Reserve
Studies and Reserve Study Specialists

Enclosed please find comments on the proposed NRS sections relating to reserve studies and Reserve Study
Specialists (RSS). At the end of this memorandum | have listed my qualifications. Regardless of my affiliations, all
comments contained in this memorandum are those of me alone.

In general, | have no overall objection to the proposed changes and I think the Commission has done a good job
addressing areas that have needed work. | could support the file as proposed. However, | think we have an
opportunity here to make the proposals better.

For this memorandum:
Italics underlined is a Browning recommended addition;
Strikethrough is a Browning recommended deletion.

Section 1 Proposed Change

Proposed Statute in LCB File No. R050-13

"For the purposes of paragraph (a) of subsection 1 of NRS 116.31152, the 5-year period for conducting a reserve
study commences on the date on which the on-site inspection of the major components is performed.”

Browning Recommendation
For the purposes of paragraph (a) of subsection 1 of NRS 116.31152, the 5-year period for conducting a reserve

study commences on the first day of the association's fiscal year. date-en-which-the-on-site-inspection-of-the-major
compenentsisperformed:
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Reason for Recommendation

Tying the "official" date for when a reserve study should be done would be better suited to coincide with the
association's entire fiscal year, not an arbitrary date of when the reserve specialist happened to inspect the
association. In addition, many inspections can take several days. Which day is the "day."

In addition, I have seen instances when the association manager is scrambling to get the reserve study completed by
March for a project the management firm has just taken over. Even though March is approximately four months
before the manager may start working on the budget, the reserve study is a rush (and perhaps at a higher cost)
because the last reserve study five years prior was submitted to the Commission in April. This is creating a
cascading effect whereby every five years the date gets moved up by a few days, weeks or even months with the net
effect; there may be no time in the fiscal year to do the study before the five year deadline. This can cause a
manager who is proactive, and hires the reserve specialist early in one study cycle, to create a hardship five years
later for the next (or same) manager who now has to bid a reserve with possibly little time to spare.

A much simpler and logical approach, would be to have the reserve study preparation deadline coincide with the
association's fiscal year so that the reserve study can be contracted at anytime during the fiscal year to assist in the
preparation of the budget.

This would mean that instead of having the reserve study and Form 609 submission linked to the date of the study
submission or inspection five years prior, the deadlines would be tied to the current fiscal year in which the study is
performed. This simple change has the following benefits:

1. The manager does not have to spend a lot of time searching the submission dates and inspection dates from five
years ago.

2. Everyone including managers, board members, association members, reserve study specialists, and commission
members, all know the deadline for the Commission submissions for the reserve study and Form 6009.

3. This approach gives the association more time to bid competitively the services of the RSS. There are no more
rushes because the date keeps moving backwards.

The bottom line is that it is important the reserve study be completed in time for the adoption of the budget and not
timed to when the RSS inspected the association five years ago.

Section 5 Proposed Changes

General Comments by Browning

In several areas the term "person" appears in the proposed changes, especially in Section 5. There are few firms
performing reserve studies whereby only one person works on the study, in my opinion. So proposed provisions
that refer to a "person” need to be reviewed to see if the provision is attainable. For example in a firm with more
than one person, how does that "person" obtain insurance? It would be the firm, not the "person."

At our medium size firm, there are clerical people who get the reserve study contract and preliminary job
information ready for the project manager (RSS.) There may also be a site inspector (RSS) who does the field work
and although that person may also do the funding plan, another individual (an RSS) may have that specialty and do
the funding plan back at the office. Finally, someone will review and check the study for quality control (an RSS.)
As the owner of the company, | may transmit the study and take questions and revisions and run a second or more
drafts before the study is adopted by the board. Some RS firms may an have in-house roofing specialist look at the
roofing and a mechanical specialist look at the HVAC and plumbing. Of course in Nevada all of these folks would
have the Nevada RSS permit (except for the clerical side.)

But what is important is that the reserve study firm maintains insurance, not the individuals who work at the firm.
There SHOULD BE a "person” who is responsible for the reserve study and that should be the "person™ who has
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their RSS number in the study and that is the “person” who should have the qualifications to do a reserve study as
the responsible party.

The Commission should contemplate looking at every instance where the word "person™ is used in the NRS and
proposed changes to ensure that a large firm would still be in compliance. In addition, talking to some small,
medium and large reserve study firms may be instructive to learn how they operate. It is easy to see this industry as
a bunch of small mom & pop purveyors but it has grown and matured into an industry with local and national firms
who do outstanding work.

Section 7 Proposed Change
Proposed Statute LCB File No. R050-13
Sec. 7. NAC 116.435 is hereby amended to read as follows:

116.435 [An] Not later than 210 days after the executive board receives a draft of the reserve study, the executive
board shall submit a summary [of the results] of the reserve study to the [Commission] Division pursuant to
subsection 4 of NRS 116.31152 by filing, electronically if possible, on [a form] Form 609 as prescribed by the
Division, the summary of the results of the reserve study with the Division. The Division may post the summary of
the results of the reserve studies filed with the Division on its website.

Browning Recommendation
Sec. 7. NAC 116.435 is hereby amended to read as follows:

116.435 [An] Not later than 45 days after the end of the fiscal year in which the reserve study was prepared, 218
days-after the-executive-board-receivesa-draft-of the reserve-study. the executive board shall submit a summary [of
the results] of the reserve study to the [Commission] Division pursuant to subsection 4 of NRS 116.31152 by filing,
electronically if possible, on [a form] Form 609 as prescribed by the Division, the summary of the results of the
reserve study with the Division. The Division may post the summary of the results of the reserve studies filed with
the Division on its website.

Reason for Recommendation

The reserve study is a tool for use in the association's upcoming budget. It should be performed with enough time
for the board and management to review and make changes in the months leading up to when the budget gets
adopted by the board and submitted to the association members. The deadline for submission to the Commission
should be congruent with the association's fiscal year as these are more appropriate benchmarks for the tasks being
asked of the association. It is not efficient to track arbitrary dates of when a study may have been delivered and
those dates may be hard to find or research. EVERY association has a fiscal year that ends soon after the budget is
adopted, and the end of the fiscal year is a finite date for compliance for this part of the NRS.

Section 7 Proposed Change

Proposed Statute LCB File No. R050-13

(k) A table showing the remaining useful life of each major component of the common elements from the time of
each component’s initial or last installation [;

Browning Recommendation
(k) A table showing the remaining useful life of each major component of the common elements based on the

condition assessment as of the date of the study. frem-the-time-ofeach-component's-initial-or lastinstallation|;

Reason for Recommendation
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A competently prepared reserve study will include remaining useful life dates based on the condition assessment of
the major components during the visual observation by the RSS. The RSS should not use a calendar date or
warranty term. Sometimes this means the useful life needs adjusting as well, but not always.

Section 7 Proposed Change (C)

Proposed Statute LCB File No. R050-13

() An inventory and measurement of the major components of the common elements and any other portion of the
common-interest community that the association is obligated to maintain, repair, replace or restore;

Browning Recommendation
() An inventory and guantification meastrement of the major components of the common elements and any other
portion of the common-interest community that the association is obligated to maintain, repair, replace or restore;

Reason for Recommendation

The term "measurement” is not always an accurate description of quantifying a major component. The Community
Association's Institute National Reserve Study Standards states that during a "Full Study" a "Condition Assessment
based upon on-site visual observations" shall be performed. The word measurement is limiting in its definition. An
RSS does not "measure" HVAC pumps, the pumps are "quantified."

Form 609

If it is the intent of the Commission to ratify that the five year reserve study can be an "Update With Site Visit" as
mentioned in the Section 5 proposed changes, then Form 609 needs to be modified in two areas:

1. Create an additional checkbox near the top of page 1 stating the following:

Update Without Site Visit: Physical inspection of the common elements with representative sampling (if a Full
Study has been conducted previously and the update uses the component inventory and guantification.)

Browning Note: The term "representative sampling" in my opinion is not a term used in the preparation of reserve
studies. The only difference between a Full Study and an Update With Site Visit Study is that during the Update
inspection, components are not measured because the analyst already quantified the components during the Full
Study. However 100% of the components should be inspected for a condition assessment. At my firm, we do not do
"representative sampling."

2. Revise on Page 1 of Form 609 the sentence under the heading "Reserve Study Information:"

Adoption date of most recent fuH reserve study with site inspection: (Mo./day/yr.): | [
Browning Note: Even though the NRS does not require a "Full Study" every five years, board's are reticent to
engage an Update With Site Visit level of service study based on this language on Form 609.

The existing Form 609 is confusing as it uses the industry term "Full Study" then goes on to describe an ambiguous
level of service for a reserve study. If the association has had a "Full Study" reserve study and that study's
component metrics can be incorporated into the "Update With Site Visit" study five years later, the association can
save money by not having to engage a redundant "Full Study" every five years. | believe the NRS supports this
concept currently, but Form 609 does not.
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There are some professionals in the reserve study industry who are concerned that if the Update With Site Visit
reserve study is codified as acceptable every five years, relying on the past metrics of the Full Study, that boards
will gravitate to the lesser cost "updates.” Some folks believe an "Update With Site Visit" is not as exhaustive as
the Full Study. It is important to note the only difference in an Update Without Site Visit, level of service study is
that there is no quantification for those areas that have already been measured or quantified. All of the major
components still need to be inspected, evaluated and verified for the condition assessment so adjustments to the
Useful or Remaining Life can be included.

One final note about reserve studies and their "Level of Service." One of the interesting aspects about reserve
studies in Nevada is the abundance of requirements for Reserve Study Specialists and also the reserve studies and
disclosures. Including the fact reserve studies with site visits are only mandated every five years! If the body of law
regulating the entire reserve sphere of influence is so important as to require this much regulation, the end results
would be much better with a shorter time span, similar to other states. Moreover, if it really is that important for all
of these things we are talking about, why not mandate reserve studies to occur on a timeline that would be much
more useful? Five years is an eternity when costs fluctuate as they have over the past 6 or 7 years.

Other states have gone to a three year site visit timeline and there are tangible results:

eBoards and managers are more knowledgeable about reserve studies generally and their studies specifically when
they are working on them every three years rather than five years.

eBoard, Managers and Reserve Study Specialists create long standing relationships that are beneficial to the
communities we all serve. Some states require yearly (no site visit) updates on the off years so there is contact with
the reserve study professional on an ongoing basis creating reserve studies that are updated in real time. Changes in
inflation and interest rates, oil prices, labor spikes, regulatory mandates, etc., can all be incorporated in the reserve
study. This does not mean the study is not taken out to bid from time to time, it means as the RSS and community
leaders get to know each other, a lot of education takes place creating smarter boards and managers with the end
result being the association has a more accurate reserve study and budget.

e The cost for doing more frequent reserve studies does not necessarily mean the association pays more to the RSS.
When studies are updated frequently, the site visit studies are done faster and more efficiently because any data that
had changed over the years is already incorporated into the study. The managers and board members have
familiarity with the study and spend less time becoming acquainted with the study formats and disclosures.

e Consumer protection is achieved through more frequent study updates. Think of a prospective buyer who looks at
the reserve study or disclosures to buy a home in a HOA and the data is 4-5 years old. There may be a looming
special assessment or sharp assessment increase because the reserve study data is so old. More frequent site visit
reserve studies are a form of consumer protection, not only for existing members, but prospective ones as well.

In closing, | (including my firm) have performed hundreds of reserve studies in Nevada since 2000. As the various
laws have been adopted, we have seen managers struggle with some of the more basic concepts of the revisions.
The Form 609 ambiguity, and the date scheme that shortens the time frame each year for the reserve study are two
of the biggest issues we see. Cleaning up Form 609 and also removing from the law the arbitrary inspection dates
for compliance will go a long way to streamlining the reserve study process in the great state of Nevada while at the
same time creating a better environment for compliance with the Commission submissions.

~END of Recommendations~
(See next page for contact and biographical information)
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Biography of the Author

Robert Browning formed the Browning Reserve Group in April 1999. The Browning Reserve Group (BRG)
performs reserve studies for common interest communities, and currently has over 2,000 clients in multiple states
and Mexico. Reserve studies in Nevada and California form the core business for BRG.

Mr. Browning is a two time past President of the California North Chapter of the Community Associations Institute
(CAI) and currently serves (as an Emeritus Member) on the California Legislative Action Committee (CLAC) of
CAl. 1n 2003 and 2004 he served as Chair of CLAC and assisted in the drafting of the reserve study laws that
were implemented in 2005. He served on the Board of Trustees of the Community Associations Institute during
2000 — 2006 and served as President in 2008 for the Foundation for Community Association Research of CAL.

Robert W. Browning, RS, NV RSS #005
Browning Reserve Group

877.708.0600 Toll Free

916.393.0600

Headqguarters (Sacramento)
PO Box 60125
Sacramento, CA 95860

Las Vegas Office

3753 Howard Hughes Parkway
Suite 200

Las Vegas, NV 89169

Affiliations

Community Association's Institute (CAI)
Member since 1988 (Through my firm since 1999)
PCAM #726

RS #46

Association of Professional Reserve Analysts (APRA)
Member since 2007

Licensed General Building Contractor
Licensed since 1999; No. 768851

Nevada Reserve Study Specialist
Robert Browning RSS #005
At my firm we also have RSS #047 & RSS #105



