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Architect Peter Majewskl checks the n'fasonry on a North Side condo bufldirig as Peter Shannon takes notes.

.

many condo boards is @ reserve  bills.” .
analysis, in which an architect or The alternative to keeping a_
engincer takes a look at all the  healthy reserve fund is to charge .
common areas of a building—  each unit owner for a special as-
from mechanical and electrical  sessment whenever there’s a-
systems to parking garages, and  major expensc. “You can't al-
on down to the carpeting in the .ways go back Lo the homeowners
haltways—and presents an edu- .with a special assessment,” as-
cated guess ds to how jong they  serts Tole. “People need to plan,
will last, and what the cost of too.” Special zssessmients, she
replacing them in present-day  notes, are particularly hard on
dollars will be when they go.  those with fixed incomes.

When you've got those figures, marketing tool?

you have a handle on kow much An -analysi
: . -analysis makes good sense
DOeS your you }'mcd 10 set a.-nde each year. from  business standpoint, she
bUlILdJIl have Shir] Tole, presideat of Tole &  says. “Buyers want to know-
g : Associates, a Chicago con-  about these things—your plans
nou hC&Sh' dominium management firm, for the future, your reserve
e g sfz.ys she started urgsnglher fundﬁ. The rcsci.n;‘e anatysis is &
: -.] tlients lo get reserve analyses  marketing tool for the home-
n resewe.? eight years ago; she feels strongly  owners:” They can show buyers
. that they’re necessary, When  the plan; what's in jt, what's not. -
By Bryan Miller condos first became popular in-  in il and whether it's adequate, -
the mid-1970s, she says, “tco. People suy they prefer to- have

many associations didn’t think,

‘How de we plan for the future?

but rathér ‘How do we keep our

assessiments as low as possible?
serves” for major capital And in the early *80s, it came come to ook if you don’t have

expenditures . that will arise in. back to bite 'em. Boilers dont  adequate reserves.®.»

the. future. Buf hoW Uo You 'de-" * 1ast Toréver—and they jusr = — And; more and* more féndsis

he Hlinois General Assem-
bly has decreed that all
. cendominium associations
maintain “reasonable re-

they need a special assessment,
but they don’t reafize they're
dead in the water when buyers

safs L:t

- [the board] comé to them when =
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putting still more pressure on
coadominium associations to
have an analysis performed,
Mark. Pearlstein, an attorney
who writes the Condo fog col-
uma in the Sunday Tribune Reat
Estate section, says he doesn’t
think studies will ever be re-
quired by law, but he thinks
they’re a very good idea, particu-
larly for larger buildings. Even if
you don’t have a formal study,
be says, “you. should in all cases
hire an outside professional to
determine what you will need,”
The first step In “getting s con-

CHUNIUMNE [ESETVe. analysis qoile,
‘eve- Huberoer - presige

several-firms. . He recommends
etting: an. -architecturai:

t_seems §
of Jngdustry. tg.be

than a. general.contrac
“There’s a. dangzet I |

cide what’s reasonable? weren't prepared. A lot of asso-  are demanding healthy reserves -

See Reserve, pg. 4

One ol now being used by ciations got hit with a lot of big  before they'll issue a mortgage,
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- Huberger saﬁs he Erefers 1o

swimming: pool, or a new, er- firms, Where
5 doesn’t hiave to be

. sm
et a neut gvary decision.
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uberger says he likes t0 Wa npyroved by mnitipie onchos
= : ; bing,
) an rore is president of Alan

Yore and Associates in Ar-

pany. Evetything dies at least 2
ng_time: - 6y years. Unce we . T ,

“have all, the lipures, we fin fiemm  Lngton Heights, an architectural

through_the  computer; 100 D firm specializing in services to

of the "Tagic. constant pumber, condo assoctations. While he
so that there's: no deficit 1 gn
EaT L} 500

cautions that reserve analyses
-add-a-5- percent faclor.

. We: “are not gospel,” he says, “T be-
[or_error; these: can't be grecise
estimates, AnG we make the as-.
sumption that the interest

lieve finly that they're a neces-
sary working tool.” .

Yore says the time and cost of
" an analysis vardes widely accord-
ing to rﬁe type of condo associa-
tion he's dealing with. “A high-
rise is a lot different from a
townhouse development. I like
to start with the building plans.
And I need the condominium
declaration; T need to know what
is and is- not a common drea,
From those, I prepare a list of
elernents—mechamical, electrical
and 50" on. At the site, I do a
visual analysis, and try to judge
if things have been appropnately
maintained, And then I try fo
arrive at the remaining useful

pomenal pace vagations; alnt, i
‘of it iS Simply what the tmific Jife and the replacement cost, in
I be; today’s doflass,” - -

The cost factor
In_Huberger’s experience, the
cost estimates. for- reserve anab

.s_e_s - Vary:- greatly. l'B
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got 20" components,. it's. not too
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“Some of the-costs-depend on..  Yore's analysis extends 20
the firms overhead—silk: years down the road, “but in
tocking architectural fiyms, practice, it's only good for J to
[and] silk-stocking enging 10 years; 1t takes a crystal bali to
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.much cheaper process, e notes,

.ting down with the managing

go beyond that.” Ideally, he
says, associations should update
their studies every five yeass—a

if the firm that did the original.
analysis is called back for the
subsequent checkups.
Associations_cah save some
money, he poiats out, if they
have their paperwork together—
the building plans and mainte-
nance reports—becanse that
saves the consultant time.'*]
normally get information by sit-

agent, and finding out when
things were last repaired; and
what it cost” And post-analysis,
he suppests, a maintenance log-
should be kept, it least on the |
major equipment. : \

What do you get?

‘What do associations get for a
study that’s going to cost a min-
imum of 2 couple of thousand
dollars, and can go on up from
that base? “We deliver a chaxt
that addresses each.of the items,
carrying the costs forward at
least 25 years, using today's dol-
lars,” says Peter Majewski, an
architect and consultant with
Wiss Janmey Elsiner, with offices
in Northbrook and Chicago.
‘With the new law:in place man-
dating “reasonable reserves,” he

oints out, deciding how much
in-the way of reserves an associ-
ation needs “is a heavy burden
for a-board to take on.” The re--
serve analysis helps-with that re-

. Seo Reserve, pg. 10

fays, “We wouldn’t consider
doing oné, We keep our reserves
upy and we keep our costs down
-~ * by doing our own maintenance, |
We don’t have a management’ |

" Contiipied from page 4

- gompany ‘advising us; we do it

-all by the seat of our paats,
We're smail enough that it

; spopqiﬁihﬁ:; Farthermore, Ma-

¢ jewdki foints out, “we can often
. (J:eclomm;:}fd I_ﬁani_t%mnce to
‘rprolong the lifa, of the equip-
“Tment, ‘Fhe bodrd oan save
. money; it's an added benefit,”
Notes Jerry Heilbrunn, a prop-
erty. manager with Draper &
Kramer, “it’s not always the

most in-depth, detailed reports .
. that are the best ones; they're .

" mot ‘yser-friendly. You don’t
want the report to be so detniled
and so cumbersome that it’s not

- usable, It needs to be detailed

: encugh to cover all the bases,
and not 0 combersome that it's
intimidating.” :

Are reserve analyses necessary
for all condo associations? From
downtown high-rises to sprawl-
ing multibuilding developments
in the suburbs, Majewski
believes they are. The only ex-
ception he offers is the very
smmall association.

“It's different when you have
four or six homeowners. The
time is almost equal to the Hme
13;(:".1 spend on a high-rise. You
ave to go through the same ef-
fort for six as for 200, But when
you have only six pegple to pay
for it, it's very expensive.”

. Janet "Leonhardi agrees. The
owrler of one unit in a six-unit
building on the North Side, she.

works for us.”

The whole subject of reserves
is one that sparks debates in
most associations, says Roberta

*-* Skelton. On the board of her

middle-sized development in
Park Ridge, she finds the new
law vague and hard to interpret.

“You have to take into ac-

pay a specizl assessment; 1f they
are able to pay one, they’re very
feluctant to see their money sit-
ting in a reserve. If they move,
ihey won’t get their money back,
so they'd rather pay as they go.

People in more straitened cir-.

cumstances want big reserves,
paying a small amount each
month. If’s a very emotional
subject,” and the owners con-
stantly bicker about it.”

Her association hasn't dope a
reserve analysis. “These firms
charge a great deal of money to
do something we could probably
do ourselves,” shé says. “If we
see a major expense coming, we
build our reserves to pay for it,
If we have to replace the swim-
ming pool, or repave the
driveways, we work out 2 special
assessment and increase the
meonthly charge. Of course, peo-
ple complain that once the as-
sessmient goes up, it never goes
down.”. .

count the ability of peopie to,

‘ “Reservas are like having
executive Shirl Tola, "if It

A dissenter on the reserve
analysis isswe is Michael T.
Frost, 2 longtime board member
and former president of Harbor
.Point Condominiums in down-
town Chicago, “The problem is
that our wondrous state legisia-
tore passed some legislation that
required ... adequats reserves;
unfortunately, it isn’t too specif-
ic as to what constitutes proper
reseives. People are wondering
what to do. So all of a sudden,
all kinds of consultants are
springing up. It's the latest

. condo scam. The methodologies,
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money in a cookie. jar,” says realty
. s there, you're far more likely to take
care of things when they need It. .

the state of.the art, have really
not proven to my mind to be-
adequate.” .
For instance, he points ouf,
consultants typically look at the
cost of replacing an item with its
cmrent equivalent. “But by the
time you replace it, the technol-
ogy has changed drastically. If
you have a big boiler, you will
not replace it with the same
kind you put in the building,
You'll put in three or four
smaller ones, so you can fun just
one or two in the summer, for

more efficiency. We had

_ pnewmatic controls for our cc
mon arda Ledting and vent

* tion; they cost $20,000 a year

maintain, We ripped them .
‘and replaced them with
microprocessor that doesn’t
quire maintenance,

“Buildings -do have to ren
themselves over time, but y
find that everything is chang
rapidly. You have all these co:
puter-controlled devices that :
geiting cheapei evéry year a
-they bring a payback in efficie
¢y and maintenance. There s
new toppings for roadways a:
treatments for concrete that |
them last longer, You can’t ta
the traditional approac
anymore.”
* Finally, he notes that, as nc
for-profit organizations, the f
terest condo associations eame

" on their reserves wasn’t taxabl

But the federal government hi
now changed that rule.

But, says Heilbrunn of Drapt
& Kramer, the condo reserv
.analysis “is one of the best tooi
we have to use in the budgetin
process. There’s nothing wors
for a building than to wake u
one day and find you need som
major repair—and you don’
have the reserves.”

“Reserves arekilike lzavim
money in a cookie jar,” saw
Shirl Tole. “If it’s there, you'n
far more likely to take care o
things when they need it. If yom
cookie jar is empty, you're more
likely to procrastinate, and put it

“off until it's really expensive,

And then you’re in real

trouble,” &




