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ISSUE #1

(c) Reserve for Replacement. Reserve for replacement shall include funds for
repair or replacement required because of damage, depreciation or obsolescence.

(d) Capital Improvements. Reserve to be used for capital expenditures for
additional improvements or additional personal property that will be part of the Common
Elements.

7.2 Budget. The Board of Directors shall adopt a budget for each fiscal year which shall

include the estimated funds required to defray the current expenses and provide funds for reserves.

(a) The proposed annual budget of Common Expenses shall show the amount to
be budgeted for each account or expense classification as may be required, including if
applicable, administration of the Association, management fees, maintenance, rent for
commonly used facilities, taxes, insurance, security other expenses, operating capital,
reserves, fees payment to the Division of Condominiums, and the Condominium’s share of
the costs of maintaining the Building Common Areas. The costs of maintaining the Building
Common Areas shall be set forth in a separate budget adopted by the Board of Directors.

(b) The budget shall include reserve accounts for roof replacement, building
painting, pavement resurfacing, and any other item for which the deferred maintenance
expense or replacement cost exceeds Ten Thousand Dollars ($10,000.00), and such other

each fiscal year shall be computed by dividing the estimated replacement cost of each item
by the estimated remaining useful life of the item. Replacement reserves may be adjusted
to take into account any extension of the useful life of a reserve item caused by deferred
maintenance. The Association may elect for each fiscal year to provide no reserves or
reserves less adequate then required by this subsection by a majority vote at a duly called
meeting of the Association. However, prior to turnover of control of the Association by the
Declarant to Unit Owners, the Declarant may vote to waive the reserves for the first two (2)
fiscal years of the operation of the Association (beginning with the fiscal year in which this
Declaration is recorded), after which time reserves may only be waived or reduced upon the
vote of a majority of all non-Declarant voting interests voting in person or by limited proxy
at a duly called meeting of the Association. If a meeting of the Unit Owners has been called
to determine to provide no reserves or reserves less adequate than required, and such result
is not attained or a quorum is not attained, the reserves as included in the budget shall go into
effect. Reserve funds and any interest accruing thereof shall remain in the reserve account
for authorized reserve expenditures, unless their use for other purposes is approved in
advance by a vote of a majority of the voting interests voting in person or by limited proxy
at a duly called meeting of the Association. Prior to turnover of control of the Association
by Declarant to Unit Owners other than Declarant, the Declarant-controlled Association shall
not vote to use reserves for purposes other than as intended, without the approval of a
majority of all non-Declarant voting interests, voting in person or by limited proxy at a duly
called meeting of the Association.
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MARKUP #1 - CONFLICTS WITH MANDATORY STATE STATUTE BOARD & COUNSEL REVIEW

Sec. ¢ (p. 16): Outdated reserve waiver clause contradicts mandatory
post-milestone SIRS requirements.

Statutory / Legal Reference: Fla. Stat. § 718.112(2)(f) (HB 1021)

Statutory Comparison: Effective under HB 1021, condominium and cooperative
associations cannot waive or reduce reserves for items required by a Structural Integrity
Reserve Study (SIRS), nor use structural reserve funds for non-scheduled purposes
without statutory exemptions.

CURRENT WORDING IN DOCUMENT:

aused by deferred maintenance. The Association may elect for each fiscal year to provide no
reserves or reserves less adequate then required by this subsection by a majority vote at a
duly called meeting of the Association. However, prior to turnover of control of the Association

by the

SAMPLE DISCUSSION WORDING (FOR HOA ATTORNEY REVIEW):

Provided, however, that reserve funding for components covered by a Structural
Integrity Reserve Study (SIRS) pursuant to Fla. Stat. § 718.112(2)(g) cannot be
waived, reduced, or used for any purpose other than their designated structural
replacement.
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