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Some 
Background



What We Are Talking About 
New Jersey New Law 
Reserve and Structural Integrity
Requirements
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Some Background
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The Tragedy of 
Champlain Towers 
Has Changed  Our 
Industry For the 
Better !

This new law is 
proof !!
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What is a Buildings Structure ?

Columns

Bracing

Beams

Foundation

Columns

Beams

Foundation

A building's structure is what holds the building up.
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Primary Load Bearing System

Columns

Bracing

Beams

Foundation
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Wind / Seismic 

Dead / Live / Snow 



The PLBS
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The PLBS
If any one part of the PLBS deteriorates and 
can no longer support a portion or all the 
building, a collapse can occur.
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The PLBS
If any one part of the PLBS deteriorates and 
can no longer support a portion or all the 
building, a collapse can occur.
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The PLBS
If any one part of the PLBS deteriorates and 
can no longer support a portion or all the 
building, a collapse can occur.
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Life Cycle Cost

Life cycle costs (LCC) refer to the total cost associated 
with a building project over its entire life span. 

It encompasses all expenses incurred over the 
building's life, including both initial and ongoing 
costs, in order to provide a comprehensive financial 
perspective for decision-makers.

•Initial construction costs
•Operating costs (utilities, maintenance, cleaning, etc.)
•Maintenance and repair costs
•Energy and utility costs
•Replacement costs for major components



Maintenance

The process of preserving something 
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What’s Included
New Jersey Legislative Law

Periodic Structural Inspections

Reserve Study's 

Reserve Funding 

Maintenance 
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Keep in mind as you listen today that 
what the legislation mandates for 
Structural Integrity and Reserves are 
not the same  for all associations ! 
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This is going to happen Even 
Without S2760/A4384

Fannie/Freddie

Insurance

Legislation

Community Planning
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Structural 
Integrity
Are You 
Included 
and, 
What is 
Included



What is a Covered Building ?

Key Point
Need for Inspections and Evaluation are based on type of structure, not 
height of building
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What is  
Excluded ?
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What is  
Excluded ?
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What is  
Excluded ?
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What is  
Included  ?
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First Inspection

• If constructed after bill passage

• Within 15 years 

• 60 days after observable damage
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First Inspection

• If constructed prior to bill passage

• 15 years or more since CO

• Within 2 years

• Less than 15 years since CO 

• Within 1 year of reaching 15 
years 
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First Inspection

• Conversion

• Same as for a building which is not 
a conversion
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Reports

• Condition of primary load 
bearing system

• Required maintenance or 
repair and description

• Required corrective 
maintenance 

• When next inspection is to 
be performed
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Reports

• Provided to Municipal 
authorities

• Provided to building 
owners and made 
available to residents on 
request
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Inspections 
and Reports

• Prepared under the 
direction of  “structural 
inspector” = licensed 
professional engineer 
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For “maintaining the 
structural integrity of 
a building” no vote of 
membership is 
required for a special 
assessment or 
borrowing to correct. 
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RESERVES 
LEGISLATION



New Jersey
Legislative Reserve Law
Who is Included ?

All Associations

From S 2760 From NJAC
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New Jersey
Legislative Reserve Law
What is In Place Now ?

For Developers

• Reserve Funding

From NJAC 5:26-8.7

(7/19/2021)
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New Jersey
Legislative Reserve Law
What is now Required ?
For Developers

• Preventive Maintenance 
Document
• Maintenance Schedule

• Timing for Preventive Maintenance

• Cost

• Periodic structural inspections
• Timing

• Cost
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New Jersey
Legislative Reserve Law
What is in Place Now  ?
For Developers

• Updates paid For By The 
Developer 
• As new common elements are 

added, phases

• When as built differs from plans
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Reserve 
Studies and 
Funding
What is 
Included



New Jersey
Legislative Reserve Law
What was in Place until Yesterday ?
For Associations

NOTHING !!
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New Jersey
Legislative Reserve 
Law

So, What was the 
Problem ?
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• Must “undertake” and “fund”
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• Must assess “adequacy”
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• Definition of “adequacy” 
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• Prepared in Conformance With 
Reserve Study Standards of CAI 
( or similar standards)

• Also to include what is included 
in legislation but not a 
requirement in the Standards
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New Jersey
Legislative Reserve Law
What is required ?
• Costs associated with building 

maintenance

• Cost of future reserve studies

• Evaluation of “adequacy” with 
catch up period

• If a building requiring structural 
integrity inspections
• Cost of future inspections

• Cost of corrective maintenance
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• Prepared or Overseen by 
CAI Reserve Specialist 
(RS) or licensed Engineer 
or Architect 
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• The First Study, Existing 
Associations 
• If current study is more than 5 

years old or if you do not have 
one, 1 year after passage 
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• The First Study, New 
Associations 
• 2 years after election of majority 

of Executive Board 
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• Updates 
• Maximum of 5 Years
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• What if you are not adequately 
funded 
• If it affects the overall budget by 

more than 10 % you must 
become adequately funded
• Within 10 years

• Or, by the time of a replacement 
that results in a deficit occurs
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New Jersey
Legislative Reserve Law
What is the new Requirement  ?
For Associations

• What if you are not adequately 
funded 
• If it affects the overall budget by 

less than 10 % you must become 
adequately funded
• Within 2 years
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More Than 10% Increase in Common Expense 
Assessment   
Scenario One

• Prior Year Common Expense 
Assessment
• $300,000

• Increase To Reach Reserve 
Adequacy
• $35,000 (12%)

• Catch Up to Adequacy Period 
• 10 years 

• $3,500/year
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10 Year Catch Up PeriodInadequacy Identified 



More Than 10% Increase in Common Expense 
Assessment   
Scenario Two
• Prior Year Common Expense 

Assessment
• $300,000

• Increase To Reach Reserve 
Adequacy
• $35,000 (12%)

• Years to Deficit
• 5 years ( varies )

• Catch Up to Adequacy Period 
• 5 years ( varies )
• $7,000/year
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10 Year Catch Up PeriodInadequacy Identified 

5 Year 
Catch Up PeriodInadequacy Identified 



New Jersey
Legislative 
Reserve Initiative

Problem Solved 

Adequate Funding 
Will Be Assured
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New Jersey
Legislative Reserve Law
What is the new 
Requirement  ?
• How much can you use ?
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New Jersey
Legislative Reserve Law
What is the new 
Requirement  ?
• How much can you use ?
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OK

NG



Structure/Reserves/Maintenance
How Do They Connect ? 
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Structure is 
protected by 
the podium 
deck above.

Podium 
Membrane and 

Decking are 
Included in 

Reserve Study

Podium 
Membrane and 

Decking are 
included in 
Preventive 

Maintenance 
Program 



Preventive Maintenance 
Will Also Be Required

• Experts estimate that approximately 4-
5% of the replacement costs should be 
spent on Preventive Maintenance

• Corrective Maintenance = 30x cost of 
Preventive Maintenance

• Naomi Millan, senior editor Building 
Operating Magazine
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Results of PM

Not including corrective 
maintenance = 30X Cumulative PM 
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Some References
Not already mentioned

Reserve Funds: How and Why 
Community Associations Invest 

Assets

(Currently being updated)

Co Author: Mitchell H. Frumkin
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Best Practices 

Co Chair Mitchell H. Frumkin

Explanation of

Reserve Study Standards

Currently Being Updated

Co Author Mitchell H. Frumkin



Example of Association with Reserve Deficit

• Current Reserve Scenario
• 3-Year Old Reserve Study Contribution: $100,000

• Amount Contributed for 3 Years: $50,000

• Accumulated Reserve Deficit: $150,000

• Next Annual Budget
• Reserve Contribution Per Study: $100,000

• Reserve Catchup Over 10 Years: $15,000

• Total Reserve Contribution in Next Budget $115,000



Questions ?
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