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735 N. Water Street, Suite 175

Milwaukee, WI 53202

Long-term thinking. Everyday commitment.

Mariner's Cove Community Association
Third Lake, lllinois

Dear Board of Directors of Mariner's Cove Community Association:

At the direction of the Board that recognizes the need for proper reserve planning, we
have conducted a Reserve Study of Mariner's Cove Community Association in Third
Lake, lllinois and submit our findings in this report. The effective date of this study is the
date of our visual, noninvasive inspection, December 14, 2020.

This Reserve Study exceeds the Association of Professional Reserve Analysts (APRA)
standards fulfilling the requirements of a “Level Il Reserve Study Update.”

An ongoing review by the Board and an Update of this Reserve Study are necessary to
ensure an equitable funding plan since a Reserve Study is a snapshot in time. We
recommend the Board budget for an Update to this Reserve Study in two- to three-years.
We look forward to continuing to help Mariner's Cove Community Association plan for a
successful future.

As part of our long-term thinking and everyday commitment to our clients, we are available
to answer any questions you may have regarding this study.

Respectfully submitted on April 14, 2021 by
Reserve Advisors, LLC

Visual Inspection and Report by: Reid M. Nelson

Review by: Christopher C. DeWall, RS?, PRA?, Regional Engineering Manager
Andrew K. McGowan, RS \\\\\\\\\lls\llgi////// »
Alan M. Ebert, RS, PRA, Director of Quality Assurance \\\\@O‘F’-S-"-"f‘{ 7,
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1 RS (Reserve Specialist) is the reserve provider professional designation of the Community Associations
Institute (CAI) representing America's more than 300,000 condominium, cooperative and homeowners
associations.
2 PRA (Professional Reserve Analyst) is the professional designation of the Association of Professional
Reserve Analysts. Learn more about APRA at http://www.apra-usa.com.
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1.RESERVE STUDY EXECUTIVE SUMMARY

Client: Mariner's Cove Community Association (Mariner's Cove)
Location: Third Lake, lllinois
Reference: 140010

Property Basics: Mariner's Cove Community Association is a homeowners association which is
responsible for the common elements shared by 338 single family homes. The community was
built from 1985 to 1995.

Reserve Components ldentified: 15 Reserve Components.
Inspection Date: December 14, 2020. We conducted previous inspections in 2016 and 2018.

Funding Goal: The Funding Goal of this Reserve Study is to maintain reserves above
an adequate, not excessive threshold during one or more years of significant
expenditures. Our recommended Funding Plan recognizes this threshold funding year in
2028 due to replacement of retaining wall. In addition, the Reserve Funding Plan
recommends 2051 year-end accumulated reserves of approximately $210,600. We judge
this amount of accumulated reserves in 2051 necessary to fund sediment removal of the
ponds after 2051. Future replacement costs beyond the next 30 years for sediment
removal are likely to more than double the current cost of replacement. These future
needs, although beyond the limit of the Cash Flow Analysis of this Reserve Study, are
reflected in the amount of accumulated 2051 year-end reserves.

Cash Flow Method: We use the Cash Flow Method to compute the Reserve Funding Plan. This
method offsets future variable Reserve Expenditures with existing and future stable levels of
reserve funding. Our application of this method also considers:

e Current and future local costs of replacement

e 0.02% average current annual rate of return on invested reserves

o 2.3% future Inflation Rate for estimating Future Replacement Costs

Sources for Local Costs of Replacement: Our proprietary database, historical costs and
published sources, i.e., R.S. Means, Incorporated.

Unaudited Cash Status of Reserve Fund:
e $100,180 as of October 19, 20201
e 2021 budgeted Reserve Contributions of $16,486
e A potential deficit in reserves might occur by 2026 based upon continuation of the most
recent annual reserve contribution of $16,486 and the identified Reserve Expenditures.

Project Prioritization: We note anticipated Reserve Expenditures for the next 30 years in the
Reserve Expenditures tables and include a Five-Year Outlook table following the Reserve
Funding Plan in Section 3. We recommend the Association prioritize the following projects in
the next five years based on the conditions identified:
e Planned Druce Lake Peninsula project and preparation for future water management
projects
e Repaving at Third Lake due to noted deterioration

1 The Fiscal Year (FY 2021) for Mariner's Cove begins July 1, 2020 and ends June 30, 2021. For brevity,
we refer to the Fiscal Year by its ending year, i.e. Fiscal Year 2020-21 is FY 2021 or simply 2021.

Page 1.1 - Executive Summary
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Recommended Reserve Funding: We recommend the following in order to achieve a stable

and equitable Funding Plan:

Phased increases of approximately $5,500 from 2022 through 2026

Stable contributions of $44,000 from 2027 through 2028

Decrease to $19,000 by 2029 due to fully funding for replacement of retaining wall

Inflationary increases through 2051, the limit of this study's Cash Flow Analysis

Initial adjustment in Reserve Contributions of $5,514 represents an average annual

increase of $16.31 per homeowner and about an eleven percent (10.7%) adjustment in

the 2021 total Operating Budget of $51,423.

e The Association may ascribe the actual contributions and assessments per owner based
upon percent ownership, as defined by the Association's governing documents.

Mariner's Cove
Recommended Reserve Funding Table and Graph

Reserve Reserve Reserve Reserve Reserve Reserve
Year Contributions ($) Balances ($) | Year Contributions ($) Balances ($)| Year Contributions ($) Balances ($)
2022 22,000 88,163 2032 20,300 95,534 2042 25,500 142,938
2023 27,500 115,683 2033 20,800 116,355 2043 26,100 164,781
2024 33,000 134,496 2034 21,300 98,433 2044 26,700 172,113
2025 38,500 166,235 2035 21,800 100,455 2045 27,300 199,450
2026 44,000 53,847 2036 22,300 122,777 2046 27,900 207,969
2027 44,000 40,839 2037 22,800 145,604 2047 28,500 138,969
2028 44,000 26,336 2038 23,300 126,981 2048 29,200 118,675
2029 19,000 38,145 2039 23,800 111,655 2049 29,900 148,602
2030 19,400 55,404 2040 24,300 135,980 2050 30,600 179,235
2031 19,800 75,217 2041 24,900 117,412 2051 31,300 210,574
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2.RESERVE STUDY REPORT

At the direction of the Board that recognizes the need for proper reserve planning, we
have conducted a Reserve Study of

Mariner's Cove Community Association

Third Lake, lllinois

and submit our findings in this report. The effective date of this study is the date of our
visual, noninvasive inspection, December 14, 2020. We conducted previous inspections
in 2016 and 2018.

We present our findings and recommendations in the following report sections and
spreadsheets:

e Identification of Property - Segregates all property into several areas of
responsibility for repair or replacement

e Reserve Expenditures - Identifies reserve components and related
guantities, useful lives, remaining useful lives and future reserve
expenditures during the next 30 years

e Reserve Funding Plan - Presents the recommended
Reserve Contributions and year-end Reserve Balances for the next 30
years

e Five-Year Outlook - Identifies reserve components and anticipated
reserve expenditures during the first five years

e Reserve Component Detail - Describes the reserve components,
includes photographic documentation of the condition of various property
elements, describes our recommendations for repairs or replacement,
and includes detailed solutions and procedures for replacements for the
benefit of current and future board members

e Methodology - Lists the national standards, methods and procedures
used to develop the Reserve Study

e Definitions - Contains definitions of terms used in the Reserve Study,
consistent with national standards

e Professional Service Conditions - Describes Assumptions and
Professional Service Conditions

e Credentials and Resources

Page 2.1 - Report
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IDENTIFICATION OF PROPERTY

Our investigation includes Reserve Components or property elements as set forth
in your Declaration. The Expenditure tables in Section 3 list the elements contained in
this study. Our analysis begins by segregating the property elements into several areas
of responsibility for repair and replacement.

Our process of identification helps assure that future boards and the management
team understand whether reserves, the operating budget or Homeowners fund certain
replacements and assists in preparation of the annual budget. We derive these
segregated classes of property from our review of the information provided by the
Association and through conversations with Management and the Board. These classes
of property include:

Reserve Components

Long-Lived Property Elements

Operating Budget Funded Repairs and Replacements
Property Maintained by Homeowners

Property Maintained by Others

We advise the Board conduct an annual review of these classes of property to
confirm its policy concerning the manner of funding, i.e., from reserves or the operating
budget. The Reserve Study identifies Reserve Components as set forth in your
Declaration or which were identified as part of your request for proposed services.
Reserve Components are defined by CAl as property elements with:

Page 2.2 - Report
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Mariner's Cove responsibility

Limited useful life expectancies

Predictable remaining useful life expectancies
Replacement cost above a minimum threshold

Long-Lived Property Elements may not have predictable Remaining Useful Lives
or their replacement may occur beyond the 30-year scope of the study. The operating
budget should fund infrequent repairs. Funding untimely or unexpected replacements
from reserves will necessitate increases to Reserve Contributions. Periodic updates of
this Reserve Study will help determine the merits of adjusting the Reserve Funding Plan.
We identify the following Long-Lived Property Elements as excluded from the 30-year
Reserve Expenditures at this time:

Bulkhead, Druce Lake (2017)

Culverts, Concrete, Under Roads and Serving Ponds
Electrical Systems, Entrance Monuments

Retaining Walls, Stone, North Retention Basin (2014)

Stone retaining wall

The operating budget provides money for the repair and replacement of certain
Reserve Components. The Association may develop independent criteria for use of
operating and reserve funds. For purposes of calculating appropriate Reserve
Contributions, we identify the following list of Operating Budget Funded Repairs and
Replacements:

e General Maintenance to the Common Elements

Expenditures less than $2,000 (These relatively minor expenditures have
a limited effect on the recommended Reserve Contributions.)

Asphalt Pavement, Crack Repair and Patching

Boat Ramps and Shore Lines, Rip Rap Replenishment

Buoys

Catch Basins, Landscape, Inspections and Cleaning

Culverts, Pond to Druce Lake, Debris Removal and Beaver Remediation
Detention Basin

Page 2.3 - Report
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Keys

Landscape

Paint Finishes

Retaining Walls, Stone, North Retention Basin, Inspections and Repairs
Site Furniture

Walking Paths, Gravel

Other Repairs normally funded through the Operating Budget

Certain items have been designated as the responsibility of the homeowners to
repair or replace at their cost. Property Maintained by Homeowners, including items billed
back to Homeowners, relates to unit:

Driveways

Homes and Lots

Lake Shoreline at Units

Mailboxes

Pipes, Subsurface Utilities, Laterals

Certain items have been designated as the responsibility of others to repair or
replace. Property Maintained by Others relates to:

Lakes, Third and Druce (Village of Third Lake)
Lift Station (Village of Third Lake)

Lift station

Light Poles and Fixtures (Utility Company)

Pipes, Subsurface Utilities, Mains (Village of Third Lake)
Sidewalks (Village of Third Lake)

Street Systems (Village of Third Lake)

Page 2.4 - Report



RESERVE
ADVISORS

3.RESERVE EXPENDITURES and FUNDING PLAN

The tables following this introduction present:

Reserve Expenditures
Line item numbers
Total quantities
Quantities replaced per phase (in a single year)
Reserve component inventory
Estimated first year of event (i.e., replacement, application, etc.)
Life analysis showing
— useful life
— remaining useful life
e 2021 local cost of replacement
— Per unit
— Per phase
— Replacement of total quantity
e Percentage of future expenditures anticipated during the next 30 years
e Schedule of estimated future costs for each reserve component including
inflation

Reserve Funding Plan

Reserves at the beginning of each year

Total recommended reserve contributions
Estimated interest earned from invested reserves
Anticipated expenditures by year

Anticipated reserves at year end

Predicted reserves based on current funding level

Five-Year Outlook
e Line item numbers
e Reserve component inventory of only the expenditures anticipated to
occur within the first five years
e Schedule of estimated future costs for each reserve component
anticipated to occur within the first five years

The purpose of a Reserve Study is to provide an opinion of reasonable annual
Reserve Contributions. Prediction of exact timing and costs of minor Reserve
Expenditures typically will not significantly affect the 30-year cash flow
analysis. Adjustments to the times and/or costs of expenditures may not always result in
an adjustment in the recommended Reserve Contributions.

Financial statements prepared by your association, by you or others might rely in
part on information contained in this section. For your convenience, we have provided
an electronic data file containing the tables of Reserve Expenditures and Reserve
Funding Plan.

Page 3.1 - Reserve Expenditures and Funding Plan
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RESERVE EXPENDITURES

Explanatory Notes:

Years 2021 to 2036

Mariner's Cove 1) 2.3% s the estimated Inflation Rate for estimating Future Replacement Costs.
Community Association 2) FY2021 is Fiscal Year beginning July 1, 2020 and ending June 30, 2021.
Third Lake, lllinois
Estimated Life Analysis, Costs, $ Percentage
Line Total Per Phase 1st Year of Years Unit Per Phase Total of Future RUL=0 1 2 3 4 5 6 7 8 9 10 1 12 13 14 15
Item  Quantity Quantity Units Reserve Component Inventory Event  Useful Remaining  (2021) (2021) (2021)  Expenditures FY2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
4.045 570 570 Square Yards Asphalt Pavement, Druce Lake, Total Replacement 2038 151020 17 50.00 28,500 28,500 5.9%
4.046 230 230 Square Yards Asphalt Pavement, Third Lake, Total Replacement 2024 151020 3 50.00 11,500 11,500 4.5% 12,312
4.099 2 2 Each Boat Ramps 2034 to 25 13 14,600.00 29,200 29,200 5.5% 39,243
4.106 1 1 Each Bridge, Wood 2025 15t025 4 2,600.00 2,600 2,600 1.0% 2,848
4.211 1 1 Each Dock, Third Lake 2026 to 20 5 11,000.00 11,000 11,000 4.5% 12,325
4.285 310 310 Linear Feet  Fence, Wood 2028 15t020 7 40.00 12,400 12,400 5.3% 14,540
4.330 2 2 Each Gates 2025 to 30 4 1,800.00 3,600 3,600 0.6% 3,943
4.660 1 1 Allowance  Playground Equipment, Mainsail Drive 2027 151020 6 48,000.00 48,000 48,000 20.0% 55,017
4.661 1 1 Allowance Playground Equipment, Seafarer Drive 2039 15t0 20 18 26,000.00 26,000 26,000 5.5%
4.705 2 2 Each Ponds, Aerators (2022 is Adjusted) 2022 10to15 1 7,200.00 14,400 14,400 9.4% 20,051 19,798
4.710 2,250 1,350 Linear Feet  Ponds, Erosion Control, Near Term, Partial 2026 N/A 5 46.00 62,100 103,500 9.8% 69,578
4.715 2,390 600 Linear Feet  Ponds and Druce Lake, Erosion Control, Subsequent, Partial 2041 to 15 20 46.00 27,600 109,940 6.1%
4.730 9,500 1,900 Square Yards Ponds, Sediment Removal, Partial 2026 to 30 5 35.00 66,500 332,500 10.5% 74,507
4.745 750 750 Square Feet Retaining Wall, Masonry 2028 to 35 7 50.00 37,500 37,500 6.2% 43,970
4.800 1 1 Allowance  Signage, Renovation 2029 151020 8 6,000.00 6,000 6,000 2.5% 7,197
1 Allowance 2022 Druce Lake Peninsula Project 2022 N/A 1 14,000 14,000 14,000 2.0% 14,000
1 Allowance Reserve Study Update with Site Visit 2024 2 3 1,900.00 1,900 1,900 0.9% 1,900 2,000 2,150
Anticipated Expenditures, By Year ($710,139 over 30 years) 0 34,051 0 14,212 6,791 156,410 57,017 58,510 7,197 2,150 0 0 0 39,243 19,798 0

Printed on 4/14/2021 Expenditures - Section 3 - 1 of 2
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Years 2037 to 2051
RESERVE EXPENDITURES
Mariner's Cove
Community Association
Third Lake, lllinois
Estimated Life Analysis, Costs, $ Percentage
Line Total Per Phase 1st Year of Years Unit Per Phase Total of Future 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Item  Quantity Quantity Units Reserve Component Inventory Event  Useful Remaining  (2021) (2021) (2021)  Expenditures 2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050 2051

4.045 570 570 Square Yards Asphalt Pavement, Druce Lake, Total Replacement 2038 151020 17 50.00 28,500 28,500 5.9% 41,950
4.046 230 230 Square Yards Asphalt Pavement, Third Lake, Total Replacement 2024 151020 3 50.00 11,500 11,500 4.5% 19,402
4.099 2 2 Each Boat Ramps 2034 to 25 13 14,600.00 29,200 29,200 5.5%
4.106 1 1 Each Bridge, Wood 2025 15t025 4 2,600.00 2,600 2,600 1.0% 4,288
4211 1 1 Each Dock, Third Lake 2026 t0 20 5 11,000.00 11,000 11,000 4.5% 19,422
4.285 310 310 Linear Feet  Fence, Wood 2028 15t020 7 40.00 12,400 12,400 5.3% 22912
4.330 2 2 Each Gates 2025 to 30 4 1,800.00 3,600 3,600 0.6%
4.660 1 1 Allowance  Playground Equipment, Mainsail Drive 2027 151020 6 48,000.00 48,000 48,000 20.0% 86,698
4.661 1 1 Allowance Playground Equipment, Seafarer Drive 2039 15t0 20 18 26,000.00 26,000 26,000 5.5% 39,150
4.705 2 2 Each Ponds, Aerators (2022 is Adjusted) 2022 10to15 1 7,200.00 14,400 14,400 9.4% 26,608
4.710 2,250 1,350 Linear Feet  Ponds, Erosion Control, Near Term, Partial 2026 N/A 5 46.00 62,100 103,500 9.8%
4.715 2,390 600 Linear Feet  Ponds and Druce Lake, Erosion Control, Subsequent, Partial 2041 to 15 20 46.00 27,600 109,940 6.1% 43,493
4.730 9,500 1,900 Square Yards Ponds, Sediment Removal, Partial 2026 to 30 5 35.00 66,500 332,500 10.5%
4.745 750 750 Square Feet Retaining Wall, Masonry 2028 to 35 7 50.00 37,500 37,500 6.2%
4.800 1 1 Allowance  Signage, Renovation 2029 151020 8 6,000.00 6,000 6,000 2.5% 10,837

1 Allowance 2022 Druce Lake Peninsula Project 2022 N/A 1 14,000 14,000 14,000 2.0%

1 Allowance Reserve Study Update with Site Visit 2024 2 3 1,900.00 1,900 1,900 0.9%

Anticipated Expenditures, By Year ($710,139 over 30 years) 0 41,950 39,150 0 43,493 0 4,288 19,402 0 19,422 97,535 49,520 0 0 0

Printed on 4/14/2021 Expenditures - Section 3 - 2 of 2
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RESERVE FUNDING PLAN

CASH FLOW ANALYSIS
Mariner's Cove
Community Association

Individual Reserve Budgets & Cash Flows for the Next 30 Years

Page 1 of 1

Third Lake, lllinois FY2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 2035 2036
Reserves at Beginning of Year (Note 1) 100,180 100,195 88,163 115,683 134,496 166,235 53,847 40,839 26,336 38,145 55,404 75,217 95,534 116,355 98,433 100,455
Total Recommended Reserve Contributions (Note 2) 0 22,000 27,500 33,000 38,500 44,000 44,000 44,000 19,000 19,400 19,800 20,300 20,800 21,300 21,800 22,300
Estimated Interest Earned, During Year (Note 3) 15 19 20 25 30 22 9 7 6 9 13 17 21 21 20 22
Anticipated Expenditures, By Year 0 (34,051) 0 (14,212) (6,791)  (156,410) (57,017) (58,510) (7,197) (2,150) 0 0 0 (39,243) (19,798) 0
Anticipated Reserves at Year End 100,195 $88,163  $115,683 $134,496  $166,235 $53,847 $40,839 $26,336 $38,145 $55,404 $75.217 $95,534 116,355 $98.433  $100.455 122,777
(NOTE 5)
Predicted Reserves based on 2021 funding level of: $16,486 100,195 82,648 99,152 101,446 111,162 (28,754) (69,296)
(continued) Individual Reserve Budgets & Cash Flows for the Next 30 Years, Continued
2037 2038 2039 2040 2041 2042 2043 2044 2045 2046 2047 2048 2049 2050 2051
Reserves at Beginning of Year 122,777 145,604 126,981 111,655 135,980 117,412 142,938 164,781 172,113 199,450 207,969 138,969 118,675 148,602 179,235
Total Recommended Reserve Contributions 22,800 23,300 23,800 24,300 24,900 25,500 26,100 26,700 27,300 27,900 28,500 29,200 29,900 30,600 31,300
Estimated Interest Earned, During Year 27 27 24 25 25 26 31 34 37 41 35 26 27 33 39
Anticipated Expenditures, By Year 0 (41,950) (39,150) 0 (43,493) 0 (4,288) (19,402) 0 (19,422) (97,535) (49,520) 0 0 0
Anticipated Reserves at Year End $145604 $126981 $111.655 §$135980 $117412 $142938 $164,781 $172113  §$199450 $207,969 $138969 §$118,675 $148,602 $179.235 $210,574
(NOTE 4)

Explanatory Notes:

1) Year 2021 starting reserves are as of October 19, 2020; FY2021 starts July 1, 2020 and ends June 30, 2021.

2) 2022 is the first year of recommended contributions.
3) 0.02% is the estimated annual rate of return on invested reserves

4) Accumulated year 2051 ending reserves consider the need to address subsequent sediment removal at the North and South Ponds.

5) Threshold Funding Year (reserve balance at critical point).

Printed on 4/14/2021

Funding Plan - Section 3
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for the full list of reserve elements

FIVE-YEAR OUTLOOK

Mariner's Cove

Community Association
Third Lake, lllinois

Line RUL=0 1 2 3 4 5
Item Reserve Component Inventory FY2021 2022 2023 2024 2025 2026
4.046 Asphalt Pavement, Third Lake, Total Replacement 12,312
4.106 Bridge, Wood 2,848
4.211 Dock, Third Lake 12,325
4.330 Gates 3,943
4.705 Ponds, Aerators (2022 is Adjusted) 20,051
4.710 Ponds, Erosion Control, Near Term, Partial 69,578
4.730 Ponds, Sediment Removal, Partial 74,507
2022 Druce Lake Peninsula Project 14,000
Reserve Study Update with Site Visit 1,900
Anticipated Expenditures, By Year ($710,139 over 30 years) 0 34,051 0 14,212 6,791 156,410

Printed on 4/14/2021 Five-Year Outlook - 1 of 1



