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PURPOSE

The Pamlico Plantation Property Owners Association, Inc. (PPPOAD
Board of Directors recognizes that the normal physical depreciation of
common arsa assets will occur and that funds must be available for their
replacement. RBecause of this, the Board has established a reserve rfund.
The primary function of the fund 1is to assure that common area assets owned
by PPPOA members can be replaced with new as the need arises, or to make
axtra-ordinary repairs. To accomplish the above in a systematic and
organized manner, a reserve fund policy has been developed.

’

It is the purpose of the reserve fund policy to:

——establish a procedure for determining the replacement cost and

~eplacement time for each of the ccmmon assets;

the money needed for the reserve fund will be raised and
to be followed when monies are insufficient to meet
and predetermined reserve fund requirements;

-—specilfy how
the procedures
both operating

~—zpecify how the. fund will be used.to replace common area assets;
--provide guidelines for investment of the reserve funds in interest
bearing instruments;

--prescribe the method to use in selecting a committee to recommend ways
and means to manage the fund and to review the reserve fund policy;

and

--provide procedures for reporting on fund status and assuring that all
policy requirements have bheen properly followed.



INVESTMENT OF RESERVE FUNDS

Feserve funds shall be invested by the Treasurer an& the required
second authorized signatory, as recommended by the Recserve Fund Committes
in intarest bearing investments. Investments considered appropriate for
fthe funds are those which have been approved by the North Carolina Local
Govarnment Commission for investment of public funds. (See attachment A,
Local Budget Fiscal Control Act, Section 159-30, paragraph (oo, If reservs
Funds are to be invested in instruments other than those backed by the U.
<. Government, the State of North Carolina or the local governmente within
the =tate, Board approval by a two-third majority must be obtained.

Reserve funds must be invested in a manner which will accommodate the
cash flow raguirements of the Association, concerning 1ts common area

assets.

MANAGEMENT OF THE RESERVE FUND

Racommendations for the management of the reserve fund will be the
responsibility of a three person committee — czalled the Reserve Fund
Committes, The Committee shall consist of the Association Treasurer, a
member of the Board of Directors and one member-at—-larges., The
member—-at-largse te ba elected for a t=rm of one year by the members of the
association at its.annual meeting. Should this position become vacant
during the year, the Roard will appoint.a replacement for the unexpired
portion of the term.

Yithin & months after the Committes becomes oparational it will prapsra
and submit to the Board for approval, a specific list of Autzes 1t should

perform.

RESERVE FUND REPORTING

The Committee shall prepare/an annual report on reserve fund status by
September 1. The reportishoulkd contain sufficient information for the

Board to determine that the Committee has properly implemented the reserve
fund policy. Among other items, the report should contain information on

the

——tpotal monies in the reserve fund and how these monies have been
invested, including maturity dates of all instruments;

-—the remaining useful life for =ach of the common area acssets and how
this was determined;

——current replacement value of the assets;

N
®

——anticipated expenditures of reserve funds for the subsequent
calendar year; and

commendatic copeerning the fund and polilcy which ths Committas
. .
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elieves should be made %O



THE RESERVE FUND
PROCEDURES FOR ACCOUNTING

Moniee for the Reserve Fund are part of and come froﬁ the property
owners’ annual assessment. Prior to September 1 of each year the Reserve
Fund Committee will determine and recommend to the Board the amount of the
property owners' annual assessment which should go to the reserve fund.
The portion of the annual assessment designated for the fund is based on
the total monies needed for the fund that year. The Committees's
determination of the annual amount needed will consider such things as the
PI, technological improvements in preservation, and other conditions which
may necessitate adjusting fhe annual amount needed. Also considered in this
computation is the impact of interest the fund has earned. Inter=st sarnad
by reserve fund money becomes part of the fund and is not to be diverted

for use elsewhere.

On or before November 1, the Board will either accept the Committee’s
recommendation or by a two-thirds vote modify it for inclusion in
developing the following year's budget.

A situation may arise where the annual assessment 1s not sufficient to
fully fund both the Association's operating budget and its reserve fund

commitment. In this situation, the reserve fund has priority and the
operating budget must be revised. 1f the Board believes that circumstances

are such that the operating budget cannot be revised, then by a two—thirds
vote it may modify the contribution to. the reserve fund for that year.

HOW THE RESERVE FUND
WILL BE SPENT

Monies 1in ‘the raserve fund sghall be spentyanlyy forithe replacement of
common area assets,  gnce fheir nseful life has been expended, or to make
exwtra-ordinary repair=s. An extra—ordinary repair 1s a mecessary major
capital expenditure required/ to be made pefore the expiration date of the
ueeful life of the asset.. For example, destruction of a property by a peril
not insured against.

Common area assets shall be insured to cover all reasonable insurable
losses and normal maintenance and repairs shall be provided for in the
Assnciation’s annual operating budget.

Reserve funds cannot be spent without Board approval. When a common
area asset needs to be replaced or an ewtra-ordinary repalr made, the
Reserve Fund Committee will submit a written report to the Board explaining
the circumstances and its recommendation. The Board by a majority vote can
approve or by a two-thirds vote modify the recommendation of the Committee.

Should an unusual, unexpected, condition arise where operating budget
monies are insufficient to meet current demands ¢ for example, a
significant shortfall in the timely collection of assessments), the Board
may approve the short-term use of reserve funds to meet operatling budget
needs. This approval must be by a two-thirds vote of the directors and the
=tore= the horrowed reserva funds by January 1 of the followlag
+ on the borrowed funds must be paid at simple interest a%
basic rate during the time the reserve funds were borrowed.

Board must re
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