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Agenda 
1.Introduction and Key Terms 

2. Creating the Fund 

3. Reserve Study Specialist 

4. Reserve Study Contents 

5. Review and Notifying NRED 

6. Managing the Fund 

7. Knowledge Check and Q&A Session 
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Before we begin, you are reminded that, as training officers, we are here to provide 
general information and education on NRS/NAC 116, 116A & 116B, and NAC 38. We do 
not provide legal advice, interpret the law, or give opinions on individual 
circumstances. 

Our goal is to is to help you learn, understand, and apply the relevant statutes, 
regulations, and your community's CC&Rs. We want to equip you with the knowledge 
and tools necessary to effectively manage and live within your common-interest 
communities. 

We will have dedicated time for questions and answers towards the end of the class. 
Please note that the Q&A session is intended to clarify the material covered today 
and not to address specific issues you might be facing. Feel free to jot down any 
questions regarding the class that you may have as we go along, and we will address 
them during the Q&A period. Thank you. 
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Icebreaker 

Name one thing you hope to learn from 
this class. 
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Learning Objectives 
Learn the purpose of the Reserve Study 

◦ Preparing to have a new Reserve Study Conducted 

◦ Adopting and Distributing the Reserve Study 

◦ Learning the role of the Reserve Study Specialist 

◦ Financial considerations and examples 
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NRS 116 and Reserve Studies 

• The board SHALL: 
• Have a study conducted at least every 5 years. 
◦ Period begins on the date which the on-site 

inspection of major components is performed. 
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Why is a Reserve Study important? 

• By law, an association has the duty to 
provide for the maintenance, repair 
and replacement of the common 
elements (NRS 116.3107). 

• A reserve study anticipates and 
prepares for major future expenses to 
ensure that money is available when 
needed. 
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Reserve Study: Overview 

• The reserves may only be used for the 
repair, replacement and restorations 
of the: 
◦ Major components of the common 

elements and; 
◦ Any other portion of the 

common-interest community (CIC) 
that the association is obligated to 
maintain, repair, replace or restore. 
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Reserve Studies: Components 
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Major Compotents 
• Major components include, but are 

not limited to (NRS 116.0605): 
• Examples include: 

• Amenities 

• Improvements 

• Furnishings 

• Fixtures 

• Finishes 

• Systems 

• Equipment 
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What are the 
Common 

Elements? 
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• Common elements 
in condominiums 
and coops: 
◦ Elevators 
◦ Walkways 
◦ Lighting in the 

common hallways 
◦ Lobbies 
◦ Swimming pools 
◦ Clubhouses 

• Common elements 
in planned 
communties: 
◦ Tennis Courts 
◦ Pools 
◦ Clubhouses 
◦ Gates 
◦ Community Parks 
◦ Playgrounds 

• Common elements 
in CICs: 
◦ Parks 
◦ Swimming Pools 
◦ Roads, streets, 

and sidewalks 
◦ Gates 
◦ Fitness Centers 
◦ Playgrounds 
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Nevdada Real Estate Division 

Declarant Responsibilities 

Within 30 days after the units’ owners, other than the 
declarant, may elect a majority of the members of the 
executive board the declarant SHALL deliver to the 
association (including but not limited to): 

▪ A complete study of the reserves, 
▪ A reserve account that contains the Declarant’s 

share of the amounts then due, and control of the 
account. 

NRS 116.31038 12 



The declaration of covenants, conditions & restrictions (CC&Rs) 
must contain: 
• A description of any limited common elements and, in a planned 

community, any real estate that is or must become common 
elements; 

• A description of any real estate, except real estate subject to 
developmental rights, that may be allocated subsequently as 
limited common elements, other than limited common elements 
specified in subsections 2 and 4 of NRS 116.2102, together with a 
statement that they may be so allocated (NRS 116.2105). 
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Plats 
Plats are a part of the declaration, must be clear 
and legible, and contain a certification that the 
plat contains all information required by this 
section, including (but not limited to): 
• The name and a survey of the area which is 

the subject of the plat; 
• A sufficient description of the real estate; 
• The location and dimensions of limited 

common elements, including porches, 
balconies and patios, other than parking 
spaces and the other limited common 
elements. 
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What Makes A Common Element? 

• The declaration of covenants, 
conditions & restrictions 
(CC&Rs) must contain: 
◦ A description of any limited 

common elements and, in a 
planned community, any real 
estate that is or must become 
common elements. 

        (NRS 116.2105) 
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Limited 
Common 
Elements, 
Defined 

“Limited common element” means a 
portion of the common elements 
allocated by the declaration for the 
exclusive use of one or more but 
fewer than all units (NRS 116.059 & 
NRS 116.2102). 

Examples include: 

• Any duct, wire, conduit, bearing wall or other fixture 

laying partially within and partially outside the 

designated boundaries of a unit and serving only that 

unit; and 

• Any fixtures, shutters, awnings, window boxes, 

doorsteps, porches, balconies, patios and all exterior 

doors and windows designed to serve a single unit, but 

located outside the unit’s boundaries. 
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Knowledge Check 1 
To determine what the common elements are, which of the 
association’s documents should be reviewed? 

A: The Bylaws 
B: Articles of Incorporation 
C: The Plat map 
D: NRS 116 
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Knowledge Check 1 
answer 

The answer is C. To determine what the 
common elements are, the PLATS should be 
reviewed. 
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Knowledge Check 2 

What is the difference between a physical 
and a financial analysis? 
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Knowledge Check 2 answer 

A financial analysis creates a funding plan to 
repair the common elements. In contrast, a 
physical analysis determines the physical 
useful life of the common elements. 
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Knowledge Check 3 

True or false: An association's swimming 
pool is considered a limited common 
element. 
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Knowledge Check 3 answer 

False! A"limited common element” means a 
portion of the common elements allocated 
by the declaration for the exclusive use of 
one or more but fewer than all units. 
In contrast, the common elements (such as 
swimming pools) are allocated to all units. 

23 
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Reserve Studies and 
board obligations 
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Board Obligations 
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The executive board shall: 
• At least annually, review the results of the reserve study to 

determine whether those reserves are sufficient; and 
• At least annually, make any adjustments to the association’s 

funding plan which the executive board deems necessary to 
provide adequate funding for the required reserves. 

NRS 116.31152 
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Assessments 
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Money is collected from unit owners to maintain common 
elements in the form of assessments. This money goes into two 
funds: 
• The OPERATING FUND, which reflects the accounting 

transactions surrounding the normal day to day maintenance 
and service operations of the association; and 

• The RESERVE FUND, which reflects accounting transactions 
pertaining to the long-term, major repair and replacement 
requirements of the association. The reserve fund can ONLY 
be used for this purpose [NRS 116.3115(2)(b)]. 

NAC 116.453 
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Special Assessments 
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• The executive board may use special assessments to fund the 
reserve, if necessary. In such scenarios, the board may impose 
special assessments without the approval of unit owners.  
NRS 116.3115 
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Review and Audit 

▪ At least once every quarter, at executive board meeting, 
the board SHALL review (not all inclusive): 
▫ A current year-to-date schedule of revenues and 

expenses for the reserve account, compared to the 
budget for the account; and 

▫ A current reconciliation of the reserve account. 

NRS 116.31083(7)(b)&(d) 
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Distributing the Budget 

• Unless the CC&R imposes more stringent standards, not 
less than 30 days or more than 60 days before the 
beginning of the association’s fiscal year, the executive 
board SHALL prepare and distribute to each unit owner’s 
designated mail OR email address: 
◦ A statement as to whether the executive board has 

determined, or anticipates, that the levy of one or more 
special assessments will be necessary to repair, replace 
or restore any major components or any portion of the 
CIC; 
▪ Or to provide adequate funding for the reserves 

designated for that purpose. 
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Unit Owner Requests 

▪ The executive board SHALL, upon written request of a 
unit’s owner, make available the study of the reserves. 

▪ The executive board SHALL provide a copy of the reserve 
study to a unit’s owner or the Ombudsman within 21 
DAYS after receiving a written request. 

NRS 116.31175 
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The Reserve 
Study Specialist 

Brief Overview 
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The Reserve Study Specialist 

• A person is qualified by training and 
experience to register as a reserve study 
specialist if the person has: 
◦ The ability to evaluate the items on the 

component inventory about normal and 
accelerated deterioration, deferred 
maintenance, remaining years of useful 
life and the current cost to maintain, 
repair, replace or restore; 

◦ The ability to perform necessary 
financial analysis, cost estimates and 
30-year projections, as applicable. 

Nevada Real Estate Division 
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Initial Meeting 

33 

After a Reserve Study Specialist (RSS) is chosen and hired by 
the association at a board meeting, the board may consider 
coordinating an initial meeting with the specialist before work 
on the study commences. 
• The board may consider preparing a thorough checklist, 

including all of the common elements and any other 
components that the association has an obligation to 
maintain. This checklist can be provided to the specialist. 
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Initial Walkthrough 

Onsite Inspection: 
• The executive board may consider designating a 

representative from the association who is familiar 
with the community to be present with the 
specialist while they conduct the onsite inspection. 
◦ Depending on the size of the community, this 

inspection with the RSS could require several 
days. 

Nevada Real Estate Division 

34 



07 

License Lookup 

https://red.prod.secure.nv.gov/Lookup/LicenseLookup.aspx
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RSS Standards of Practice 

◦ The RSS must comply with all applicable provisions 
of NRS 116, NRS 116A or NRS 116B and all applicable 
adopted regulations (NAC 116, NAC 116A); 
▪ Comply with the relevant, lawful provisions of 

the governing documents of each client; 
▪ Agree to perform only those reserve studies 

which the person can reasonably expect to 
perform with professional competence. 

NAC 116A.425 

36 

Nevada Real Estate Division 



RSS Standards of Practice, continued 

◦ A Reserve Study Specialist who prepares a reserve 
study shall: 
▪ Ensure that the information used to prepare a 

reserve study is complete based upon 
information provided by the client, the 
specialist’s experience and background, and from 
data reasonably available from industry sources; 

▪ Maintain insurance covering professional liability 
or a surety bond with a minimum coverage of 
$1,000,000. 
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Disclosures 

◦ BEFORE entering a contract to perform a study, a 
specialist shall disclose, in writing, to the 
prospective client any material and relevant 
information that the specialist knows or should 
know relates to the performance of the contract for 
the reserve study, including, without limitation, 
any matters which may affect his or her ability to 
comply with the provisions of chapter 
116, 116A or 116B of NRS, or any regulation. 
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Disclosures, continued 

The Reserve Study Specialist must disclose: 
• The method or methods for determining the common 

area components. 
• Industry sources used for determining the life of a 

major component and associated costs. 
• If known, any guarantees provided by a component 

manufacturer or service provider. 
• The source of the initial reserve fund balance presented 

in the study. 

NAC 116A.420 
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Disclosures, continued 
A person conducting a reserve study and any consultant 
assisting in the studies preparation SHALL include the 
following disclosures in the study: 

◦ The method or methods for determining the common 
area components based on: 

◦ An actual on-site inspection of the common elements 
with representative sampling; 

◦ Any inventory and material information provided by 
the client; 

◦ A previous reserve study and the date of that study; or 

• Plats, governing documents or any other additional 
industry resources used by the person conducting or 
assisting in the preparation of the reserve study. 

NAC 116.430 
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Required Notices 

• Information provided to the preparer of a reserve study by an official representative of 
the association regarding financial, historical, physical, quantitative or reserve project 
issues will be deemed reliable by the preparer. A reserve study will be a reflection of 
information provided to the preparer of the reserve study. The total of actual or projected 
reserves required as presented in the reserve study is based upon information provided 
that was not audited. 

• A reserve study is not intended to be used to perform an audit, an analysis of quality, a 
forensic study or a background check of historical records. An on-site inspection 
conducted in conjunction with a reserve study should not be deemed to be a project 
audit or quality inspection. 

Nevada Real Estate Division 
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Reserve Study: 
Components 

Paws Veterinary Group 
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Reserve Study: components 

NAC 116.425 
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Components, continued 

• The study of the reserves MUST include a 30-year schedule 
which shows: 

◦ The actual or projected beginning balance of the reserve fund; 

◦ The projected expenditures from the reserve fund; and 

◦ The projected ending balance of the reserve fund. 
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Components, continued 

• The study of the reserves MUST include: 
◦ The number of units in the association; 

◦ A general statement describing the current status of the 
reserve fund; 

◦ A general statement describing the overall status of the 
reserves of the ssociation; 

◦ The beginning and ending dates for which, the reserve study is 
prepared. 

Nevada Real Estate Division 
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Full Funding The projected balance is equal to the fully funded balance of 
100%; all money required to carry out reserve projects for 
that year is in the reserve account, ready to be spent. 

Threshold Funding Establishing a reserve funding goal of keeping the reserve 
balance above a specified percent funded amount [Ex. 75%]; 
less stringent than full funding and allows room to adjust the 
funding plan. 

Baseline Funding Objective of keeping the reserve cash balance at least above 
zero; most dangerous type of funding and typically leads to 
special assessments. 

Types of Funding 
Nevada Real Estate Division 
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Knowledge Check 3 

The specialist must include, as part of the 
study, a disclosure that they have 
professional liability insurance with 
coverage in the amount of at least $_______. 

02 
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Answer:Knowledge Check 3 

The specialist must include, as part of the 
study, a disclosure that they have 
professional liability insurance with 
coverage in the amount of at least 
$1,000,000. 

02 
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Knowledge Check 4 

True or False: The Reserve Study Specialist 
does not need to be registered with NRED in 
order to conduct a study. 

49 

Nevada Real Estate Division 



Answer:Knowledge Check 4 

False, an RSS needs to be registered with 
the Division conduct a Reserve Study in 
NV. 

50 
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How well-funded is the 
reserve account? 

“Percent Funded” is calculated by dividing (as of a particular 
date, typically the beginning of each fiscal year) the actual 
current fund balance (determined by bank statements) by the 
amount that the reserve study predicted would be sufficient for 
that year. 
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# Component 

201 Asphalt - Resurface 

202 Asphalt - Seal/Repai r 

403 Mailboxes - Repl ace 

404 Patio Furniture - Repl ace 

703 Intercom - Replace 

. . . 

Examples: 

Remaining Useful 

Useful Life (yrs) Life (yrs) 

20 5 

5 4 

15 2 

6 0 

8 2 

705 Vehicle Gate Mechani cs - Repl ace 8 4 

1107 Iron Fence - Repaint 6 0 

1112 Masonite Siding - Repaint 8 2 

1115 Stucco - Repaint 16 2 

1116 Wood Surfaces/Trim - Repaint 4 2 

1202 Pool - Resurface 10 3 

1203 Spa - Resurface 5 3 

1207 Pool Filte r - Replace 10 4 

1207 Spa Fil ter - Replace 10 2 

1208 Pool Heater - Repl ace 10 2 

1208 Spae Heater - Repl ace 10 2 

1305 Wood Shingl e Roof - Repl ace 20 13 

17 Total Funded Components 

- % 

. '· 

Current Average 

Cost 

$35,500 

$4,263 

$2,425 

$2,813 

$2,725 

$2,500 

$4,325 

$27,750 

$22,500 

$24,975 

$4,400 

$1,500 

$950 

$900 

$2,250 

$2,025 

$379,500 

Nevada Real Estate Division 

Future Average 

Cost 

$41,154 

$4,797 

$2,573 

$3,358 

$2,891 

$2,814 

$5,164 

$29,440 

$23,870 

$26,496 

$4,808 

$1,639 

$1,069 

$955 

$2,387 

$2,148 

$557,309 

� 
*. 

-. ¢ 
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Impacts of Funding, 
Current Funding 
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Impacts of Funding, Full 
Funding 
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Impacts of Funding, Threshold 
Funding 
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Examples: 

# Component 

201 Asphalt - Resurface 

202 Asphalt - Seal/Repai r 

403 Mailboxes - Replace 

404 Patio Furniture - Repl ace 

703 Intercom - Replace 

Remai ning Useful 

Useful Life (yrs) Life (yrs) 

20 5 

5 4 

15 2 

6 0 

8 2 

705 Vehicle Gate Mechani cs - Replace 8 4 

1107 Iron Fence - Repaint 

1112 Masonite Siding - Repaint 

1115 Stucco - Repaint 

1116 Wood Surfaces/Tri m - Repaint 

1202 Pool - Resurface 

1203 Spa - Resurface 

1207 Pool Filter - Replace 

1207 Spa Filter - Replace 

1208 Pool Heater - Repl ace 

1208 Spae Heater - Repl ace 

1305 Wood Shingle Roof - Repl ace 

17 Total Funded Components 

6 0 

8 2 

16 2 

4 2 

10 3 

5 3 

10 4 

10 2 

10 2 

10 2 

20 13 

Current Average Future Average 

Cost Cost 

$35, 500 $41,154 

$4,263 $4,797 

$2,425 $2,573 

$2,813 $3,358 

$2,725 $2,891 

$2,500 $2,814 

$4,325 $5,164 

$27,750 $29,440 

$22,500 $23,870 

$24,975 $26,496 

$4,400 $4,808 

$1,500 $1,639 
2 

$950 $1,069 

$900 $955 

$2,250 $2,387 

$2,025 $2,148 

$379,500 $557,309 
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Options If Underfunded 

• Once a common element is damaged or destroyed, it must 
be repaired or replaced promptly by the association, 
unless 80% of the unit owners, including every affected 
owner, vote not to rebuild [NRS 116.31135(1)(c)]. 
◦ The executive board may also be able to defer certain 

reserve projects and expenses until a later date if the 
upkeep is not yet necessary. 

Nevada Real Estate Division 
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Example of Deferred Maintenance 
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Measuring the 
"strength" of the Fund 

61 

By law, the reserve fund must be “adequately funded,” meaning 
sufficient to maintain the common elements: 
• At the level described in the governing documents and a 

reserve study; 
• Without using operating funds; and 
• Without the use of special reserve assessments, except for 

occurrences that are a result of unforeseen catastrophic 
events. 

NAC 116.425 
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Reserve Study: Resale Packages 

62 

◦ Upon the request of a unit’s owner, authorized agent, or upon the request of a 
purchaser to whom the unit’s owner has provided a resale package, the 
association shall make the entire study of the reserves of the 
association reasonably available for the unit’s owner, purchaser or authorized 
agent to inspect, examine, photocopy and audit ((NRS 116.4109(6)). 
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Reserves: Overview Summary 

◦ The reserves may only be used for the repair, 
replacement and restoration of: 
▪ The major components of the common elements and 
▪ Any other portion of the common-interest 

community (CIC) that the 
▪ Association is obligated to maintain, repair, replace or 

restore, including: 
▫ roofs, 
▫ roads and 
▫ sidewalks, etc. 

◦ Reserves must NOT be used for daily (routine) 
maintenance or operating expenses. 

Nevada Real Estate Division 
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Adopting and 
Applying the Study 

Nevada Real Estate Division 
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Review of the Study 

65 

• The executive board receives the first draft of the reserve 
study from the specialist. 
◦ It is then the executive board’s responsibility to review the 

study to ensure that all the major components of the 
common elements are included in the study. 

• If there are any omissions in the study, the board should 
respectfully communicate the need for an amended study to 
the specialist who prepared the study. 
◦ Amendments to the study are conducted by the specialist, 

who then submits an amended study to the board for 
adoption. 

NAC 116.435 & NRS 116.31152 
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Review of the Study 

◦ The executive board must adopt the reserve study (at an 
executive board meeting) and provide a summary to the 
Division (Form 609) within 210 days of receiving a first draft 
from the specialist. 

◦ If the board adopts the reserve study earlier, a summary of 
the study must be provided to the Division within 45 days of 
adoption. 
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Knowledge Check 5 

How many signatures are required to 
withdraw funds from the reserve 
account? 
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Knowledge Check 5, 
answer. 

At least two signatures are required to 
withdraw funds from the reserve 
account. 
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Knowledge Check 6 
When is a reserve account considered "adequately 
funded"? 

a. When the account is at least 75% funded. 
b. When an account is funded at the level described in 

the reserve study and the governing documents. 
c. When unit owners have to pay any assessments to 

fund the reserves 
d. When the board decides the reserves are sufficiently 

funded. 
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Knowledge Check 6, 
answer 

“Adequately funded,” meaning sufficient to maintain the 
common elements: 
At the level described in the governing documents and a 
reserve study; 
Without using operating funds; and 
Without the use of special reserve assessments, except for 
occurrences that are a result of unforeseen catastrophic 
events. 
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Before we move on to the Q&A session, l'd like to remind everyone that we 

are here to provide general information and guidance. We cannot give legal 

advice, interpret the law, or provide opinions on individual circumstances. 

The purpose of this Q&A session is to help clarify the material covered in today's 
class. Please keep your questions focused on understanding and the application of 

the statutes, regulations, and CC&Rs relevant to your roles within your community. 

For specific legal concerns or individual issues, please consult with a qualified 
attorney. Nevada Real Estate Division 

020202   
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Andrei Tcacenco & Dre Anderson 
email: CICOmbudsman@red.nv.gov 

phone: 702-486-4480 

Thank you 
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