
Whitley Bay Reserves Analysis Committee

Annual Report 2023, Recommendations for 2024 Budget


Executive Highlights 
• Committee recommends increasing monthly Reserves contributions to $142.91/unit 

in 2024, up from $138.08/unit in 2023 (a 2.4% increase of $4.83). This increase is 
required to keep pace with current and forecast inflation rates.


• Funds borrowed from Reserves to pay 2023 insurance premiums were completely 
repaid by 31 Sept 2023.


• The Committee highly recommends a new “Full Reserves Study” be performed in 
early 2024, with results available for WB analysis in spring/summer timeframe.


Loan from Reserves, January 2023 
An unanticipated building insurance hike in January 2023 prompted the Whitley Bay 
Board, with owner approval, to borrow $187,000 from Reserves savings with the 
promise of repaying that amount by September 2023. 


The plan was to replenish Reserves via combination special assessments and monthly 
fees increase. The fees increase was also designed to cover future insurance costs. 


According to the ‘Financial Statements for Period Ending August 2023’ reported by 
WB’s management company, Clover Key, Inc., $187,000 was repaid to Reserves on 
August 31, 2023.


Updated Florida Condo Regulations, WB Impact 
Following the 2021 collapse of Surfside Condominium in Miami, Florida 2022 Florida 
Senate Bill SB-4 extensively updated rules related to structural inspections of 
condominiums over three stories high, and requirements for adequate Reserves funds 
that may be necessary to correct any problems that might lead to structural failure. 


Per Section 718-111(13) of the statute:

Condominium financial reporting rules must include, but not be limited to, standards for 
presenting a summary of association reserves, including a good faith estimate 
disclosing the annual amount of reserve funds that would be necessary for the 

https://en.wikipedia.org/wiki/Surfside_condominium_collapse
http://www.leg.state.fl.us/statutes/index.cfm?App_mode=Display_Statute&URL=0700-0799/0718/0718.html
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association to fully fund reserves for each reserve item based on the straight-line 
accounting method. 


Over the past four years this Committee’s ongoing analyses have been based on the 
work performed for Whitley Bay by Association Reserves Inc. in their “2019 Full 
Reserves Study”. Past Committee reports (Reserves Analyses) may be found here at 
the Whitley Bay documents page under Financials.


The WB Reserves Committee recommends a new ‘Full Reserves Study’ be conducted 
by a reputable firm that takes into full consideration these new State requirements. 


The firm Association Reserves could be engaged again to provide a new study, with full 
consideration of these new State requirements.


Committee Analysis 
Reserves Transactions in 2022

The team began by reviewing Reserves transactions, income (credits) and expenditures 
(debits), throughout fiscal year 2022 as shown in monthly Whitley Bay financial reports.


- Reserves transactions in these reports continue to be inconsistently identified. 
Some are fully-described, while others have no comments or references that 
would indicate what was spent, who was paid, and when that payment 
occurred. A good deal of time was spent in followup with Board members and/
or Clover Key Management representatives for explanations. 


- A simplified table of Reserves income and expenses appears as Appendix A. 
Two items are significant:


- July 2022, Otis, Elevator 1 Update: Otis Elevator Company recommended an 
electronics board update to overcome the fact that the original system is 
obsolete, and replacement elements are no longer available if the system fails. 
Otis estimated $58,760 for the update, and took $29,380 as a deposit. Otis 
did perform the work, however since then Otis has not presented a final bill for 
the balance, $29,380. Followup with Clover Key indicates they have reached 
out to Otis several times in 2023 about this and received no response.


- Sept 2022, ATP, Fire Alarm Control Systems Update: ATP estimated 
$32,304.28 for an update of our current Gamewell system. They took 
$16,152.14 as a deposit. The required components were on backorder, while 
ATP held the deposit.  In Aug 2023, WB Maintenance followed up with ATP on 
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https://www.reservestudy.com
https://cloverkeyservices.com/wp-content/uploads/2023/05/WB-ReserveStudyMay2019.pdf
https://cloverkeyservices.com/wp-content/uploads/2023/05/WB-ReserveStudyMay2019.pdf
https://cloverkeyservices.com/whitley-bay-condominium/
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order status; the parts had arrived, and ATP was ready to proceed with 
installation. However, the installation estimate was revised to $96,000, and 
because the whole Gamewell system is now considered obsolete, ATP will not 
provide normal warranties.  WB Board is expecting ATP to refund the deposit 
$16,152.14. Rather than try to update our old system, beginning in Sept 2023, 
WB Board sought alternative new systems from other vendors.


Analysis Tool - Rising Cash-Flow Floor

In 2022, the Reserves Committee began applying cash-flow analysis to understanding 
when there might be cash shortfalls with potential needs for special assessments. This 
is in addition to the standard measure of reserves stability, Fully-Funded Balance.


Our purpose of using cash-flow analysis is to ensure there is always enough cash in 
Reserves at the start of each year to pay for major projects and updates occurring 
within that year. Major projects include repainting the building, modernizing elevators, 
replacing fire alarm systems, replacing chilled-water and fire sprinkler pumps, and 
replacing the emergency power generator.


The Reserves Committee initially adopted $400,000 as a static ‘Cash-Flow 
Floor’ (CFF). However with inflation, project costs go up, sometimes dramatically. 
Therefore, we decided to tie CFF to the long-term inflation rate of 2.4% as determined 
by US government studies. 


Comparing Fully-Funded Balance and Rising Cash-Flow Floor to cash on hand at each 
year’s start identifies risk for special assessment within that year. A 30-year Risk Factor 
Table is shown in Appendix B. 


As shown, risk is being reduced year-by-year considering all known systems and 
planned projects.
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https://www.reservestudy.com/resources/article/what-exactly-is-percent-funded/
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Recommendations 
1. Increase Reserves contributions 2.4% per year to keep up with ongoing inflation. 

US INFLATION FORECAST/ 2022, 2023 AND LONG TERM TO 2030 

A 2.4% increase per year is applied to 
Reserves Contributions beginning year 2023, 
and continuing through year 2049.


In 2024, the recommended Contribution is 
$142.91 / month for each owner’s unit, 
resulting in an overall contribution of 
$109,753 by the end of that year. 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https://knoema.com/kyaewad/us-inflation-forecast-2022-2023-and-long-term-to-2030-data-and-charts
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2. Reserves Budget for 2024 

The following systems are scheduled for update in 2024. This means there are funds 
available to perform these updates. 


• The Maintenance department determines if and by whom the updates are 
performed. 


• If there are no impending failures or significant problems with these systems, and the 
equipment continues to operate efficiently, the work may be delayed into the future. 


• If however there is a reported obsolescence or price hike, meaning maintenance 
parts and services are increasingly difficult to obtain, the update(s) should proceed 
as planned.


Thank you for your attention and support.

Respectfully submitted,


The Whitley Bay Reserves Analysis Committee 

Members: Jim O’Leary, Dave Bartine, Sue Easterling, Steve Shannon 
Board Participant: John Robbins, Whitley Bay Treasurer 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Appendix A - Reserves Income & Expenses, 2022-2023 to-date  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Appendix B: 30-year Risk Factors 

7 Oct 16, 2023


