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The following is an example of an Asset Replacement Reserve Fund Shortfall Mapping:

Shortfall calculation in thousands ('000)

Summary of Community X - Asset Replacement Reserve Fund (RF) Shortfall

Accumulated Shortfall in reserve fund allocation as of 31 December 2025 (AED) 150
Number of years to recover the Shortfall (2026-2030) 5
Additioan annual contribitution to close RF Shortfall 30

Shortfall calculation in thousands ('000)
Shortfall Calculation 2020 | 2021 | 2022 | 2023 | 2024 | 2025
Reserve Fund Study/Asset Condition Survey: Required Allocated RF Ammount 70 70 70 70 70 70
Actual RF Alloaction (Cash to be deposited in RF Bank Account) 45 45 45 45 45 45
Annual Shortfall 25 | 25 | 25 | 25 | =25 | -2
Accumulated Shortfall -25 | -60 | -75 |-100 | -125 | -150
RF utilized funds 0 0 60 | 80 | 60
Actual Cash that is in the RF Bank Account 45 | 90 | 75 | 50 | 15 0
Cash that should be in the RF Bank Account 70 | 140 | 150 | 150 | 140 | 150
Actual Bank Account Shortfall -25 | -50 | -75 | -100 | -125 | -150
Recovery calculation 2026 | 2027 | 2028 | 2029 | 2030 | 2031
Updated RFS/Asset Condition Survey: Required Allocated RF Ammount 80 80 80 80 80 80
Actual RF Alloaction (Cash to be deposited in RF Bank Account) 80 80 80 80 80 80
Recovery through Approval of Capital Call to Fund Shortfall in the Reserve Fund 30 30 30 30 30 0
RF utilized funds 90 | 100 | 70 70 90 80
Actual Cash that is in the RF Bank Account 20 30 70 | 110 | 130 | 130
Cash that should be in the RF Bank Account 140 | 120 | 130 | 140 | 130 | 130
Actual Bank Account Shortfall -120 | -90 | -60 | -30 0 0
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Reserve Fund Gap Analysis
26.06.2002

ADREC would like to highlight an important and urgent matter related to the significance of allocating
within the Reserve Fund the correct amounts prescribed in the Reserve Fund Studies (RFS).
These are Asset and Component Replacement funds which need to be allocated ahead of time to ensure

availability when required.

ADREC has noted the following:

° Asset Replacement funds are not funded correctly.
o Should be based on the Reserve Fund Studies.

. Asset Management Plans, book and terminal values associated to assets are required.
o Including but not limited to: chillers and MEP equipment, gym equipment, furniture,
all FF&Es, and all fixed and moveable assets which require maintenance/replacement as

per the Reserve Fund Studies and Asset Management Plans

o All Communities need to ensure correct cash availability for each Asset and Component

Replacements associated to these Assets

° Correct Financial Management and planning need to be adhered to, to ensure correct execution
o Book Values to be included in the Balance Sheets
o Terminal Values to be included in the Asset Management Plans

o Scheduled vs Actual Replacement status

o These need to be updated as per the onsite condition surveys
conducted during PPM

o Certain assets may require immediate attention ahead of their
planned replacement/component replacement/maintenance

° This may be due to the environment, usage and quality of

maintenance

s I



Remedies:

o Reserve Fund studies which have expired, and are over 5 years old, need to be updated
iImmediately.

. Communities with fast aging assets, and with reserve fund studies between 3-5 years, need to run
a high-level asset condition survey to address immediate requirements and budget accordingly.

o Annual asset condition survey reports — based on present operations (PPM), need to be regularly

submitted by AMC contractors to ensure that CAPEX requirements are met for the following year.

Community Management Companies and Owner Committees need to address the above urgently, meet and
run workshops to outline a plan to ensure that money is available in the Reserve Fund Bank Account, as per
the prescribed amounts in the reserve fund studies.

Should Reserve Fund Bank Accounts not be correctly funded, a Gap Analysis (Shortfall) needs to be
prepared to recover outstanding amounts.

In parallel to the service charge budgets, a reserve fund collections drive needs to be mapped out over the
course of the required period to ensure that the Bank Accounts are correctly funded.

Reserve Fund Amounts collected as part of the Service Charges need to be correct, and the accountability
of ensuring the amounts are correct falls within the scope of the Community Management Companies and
the Owner Committees.

Please take note of the urgency of this matter and ensure that subsequent years are correctly mapped.

Sincerely,
Community Affairs
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