OPTIMUM

PROWE SSA O NAL
PROPERTY MANAGEMENT

BOARD MEMORANDUM

DATE: October 7, 2022

TO: Board of Directors
Long Beach Bridgeport Homeowners Association

FROM: Mike Smith, Chief Financial Officer
Optimum Professional Property Management, Inc.

SUBJECT: Financial Status

In connection with Long Beach Bridgeport’s upcoming construction project, we completed a review of the
association’s financial position. The following represents our findings and recommendations.

Operating
The Operating Fund has a balance of $24,306 and a liquid equity balance of $18,595 as of the August 2022

financial statement. This balance is below the minimum amount we recommend for an association of
your size. For Long Beach Bridgeport, we recommend the association’s liquid equity to be $33,000 to
$66,000, which is equivalent to two to three months of assessments. The current equity amount leaves
the association in a tighter operating position with less flexibility for unforeseen expenditures that could
occur during any given fiscal year. The association has incurred a small loss after the first eight months of
the 2022 fiscal year, amounting to ($1,215.00). However, the association’s current liquid equity position
was the result of the 2021 gain, which does not seem to be occurring again.

Reserves

Based on the latest Reserve Analysis Report completed for the 2023 fiscal year, the association is poorly
funded. The Reserve Fund’s ideal balance is $2,782,399, while the association is projected to have
$949,588 as of this same date. This leaves the association at approximately 34% of the ideal balance and
a low percent funded. While the Reserve Analysis Report includes some funds for the construction
project, the association’s low funding level is significantly impacted by the cost of this project. Included
below is the Theoretical 30 Year Projection of the association’s reserve fund based on increased
contributions annually. The association’s current funding plan, even with annual increases, does not
support a positive ending balance as a result of the construction project. Based on the graph below,
significant increases to the monthly reserve contribution are required to increase the health of the
association’s reserve fund.
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Year Annual Fully Funded Current Funding Plan Recommended Funding Plan 5% Threshold Funding Plan
End Expenses Balance Contribution Balance % Funded| Confributicn Balance % Funded| Contribution Balance ‘% Funded
2022 3 - § 2782300 | § 122400 | 5 G40.538 34% 3 - 3  D40.538 34% 3 - 5 040538 3%
2023 $1,2584686 (§ 1,891,800 | § 122,400 | § (172.234)| -10% $ 522000 | § 227,366 13% 5 492000 (5 157,268 12%
2024 F 009,331 | § 1.222057 | § 126072 | § (V05.483)) -58% 3 D3Teel| % 109,108 2% 3 508,760 |3 47.758 4%
2025 $ 207515 1434622 | F 128854 | § (596.380) -42% 5 553700 F 643781 45% 5 521,863 |5 540684 38%
2028 $ TBT510 | % B3026B5| F 133,750 | § (1.250.150)| -151% |§ 570403 ( F 436331 53% 5 537622 (5 308.040 IT%
2027 $ 54001 |5 1,007,008 | §F 137,762 | § (1,186.478)| -116% |§ 587516 F  &76,300 BT % 5 553,750 |5 812,320 B1%
2028 F 259805 (% 973071 F 141,885 | § (1.284.388) -132% |§ 605.141 | F 1,336.281 137% | § 570,383 | § 1.135.083 117%
2028 $F 1220626 |5 1092550 | § 145,152 | § (1,261.183)| -1158% |§ 223240 § 1.456.830 133% | § 223,240 | § 1,252,403 115%
2030 $ 110415 | § 1,235858 | § 150,537 | § (1,221,042)| -28% $ 220937 | § 1.588.011 128% | § 228837 | § 1,380,711 113%
203 ¥ 35010 |8 1471008 F 155053 | 3 (1.101.000)) -T5% 3 235826 F 1,823.206 124% | 5 238,836 | 5 1.813.307 110%
2032 3 19,700 | § 1,738,688 | § 158,704 [ 5 (860,985) -55% 5 243941 | 3 2075404 119% | 5 243841 | § 1,861,838 107%
2033 $ 2670930 | § 1.752.352 | § 164,485 | 3 (1.064.430)| -G1% 3 251250 | § 2.080.804 119% | 5 251,259 | § 1.873.085 107%
2034 F 108,305 |5 1,851,318 | § 180,430 | § (1.091.385) $ 2BR7OT | F 2.183.814 118% | § 258,787 | § 1,883,503 106%
2035 $ 41872 |5 2,128,134 | § 174513 | § (958.753) $ 266,561 | § 2,441,057 115% | § 266,561 | § 2,217,738 104%
2038 ¥ 470821 | § 2415033 | F 170740 | 3 (B26.028) 3 274557 | ¥ 2704800 112% | § 274657 | 5 2.477.838 103%
2037 P 24202 |5 2744006 | § 185141 | § (885.777T) $ 282784 | § 2.003.880 109% | § 282784 | § 2.773.6808 101%
2033 $ 430464 |5 2,852,057 | § 190,685 | § (905.544) $ 281278 | § 28000540 110% | § 281,278 | § 2.676.027 101%
2038 $ 327386 |5 246775638 F 1964168 | 5 (1.036.518) 5 300016 | § 2825822 109% | § 300,016 | § 2,688,798 100%
2040 ¥ - § 3,068,912 | § 202.309 | 5 (934.207) 3 300017 | §F 3.27B7IT 107% | § 308,017 | § 3.038.147 B9%
2041 F 189112 |5 3272681 | §F 208378 | 5 (214.842) $ 318287 | § 3.457.082 106% | § 318,287 | § 3.212.804 B83%
2042 $ 33,780 |5 3862186 | § 214,620 | § (834.072) $ 327238 | § 3.808.015 104% | § 327,836 | § 3,555,163 B7%
2043 ¥ 5562532 |5 36501338 F 221088 | 3 (B75.542) 3 337671 | F 3.835163 104% | 5 337.671 | 5 3.283.6824 B7%
2044 $ 522545 |5 3,389,047 | § 227.700 | § (1.270.388) 5 3473801 | § 3.514.877 104% | § 347,801 | § 3,250,835 B6%
2045 ¥ 166414 | 3 3668978 | § 234531 | § (1.202.2688) ¥ 358235 | § 3.750.524 102% | 5 358,235 | § 3.500.351 B5%
2044 $1,235564 |5 2,811,767 | § 241587 | § (2,196.286) $ 368982 | F 28040335 105% | § 363882 | § 26836274 B6%
2047 $ 40800 |5 3,232,046 | § 248,814 | § (1,988.252) $ 380052 | § 3,332,826 103% | § 380,052 | § 3,085,820 B5%
2048 $ 518475 |5 3,158,727 | § 256,278 | § (2.250.451) 5 381453 | F 3.255794 103% | § 381453 | § 2,884,783 B4%
2048 $ 461,845 | § 3,158,231 | § 2083.0687 | § (2.448.320) $ 403,187 | § 3.225.083 103% | § 403,187 | § 2.870.008 B4%
2050 $ 160166 | § 3,505,877 | § 271,888 | § (2,326.508) 5 415283 | § 3,550,810 102% | § 415283 | § 3,280,607 B4%
2051 $ 202755 |5 3,818,525 | F 280,042 | § (2.248.312) 5 427751 | § 3.838.203 100% | 5 427,761 | § 3.554.812 B83%
2052 k] 11534 |§ 4362332 | § 288444 | § (1.872.302) 3 440584 | F 4.334.837 09% 3 440,584 | 5 4.037.185 B3%

Loan and Special Assessment

Based on the findings included above, our recommendation is for the association to consider a loan,
special assessment, or both to fund the construction project. As the construction project has an estimated
cost of approximately $2.8 million, Long Beach Bridgeport’s financial condition will be significantly
impacted without alternative funding options based on the association’s current financial position and
reserve funding plan.

While bank loans and increased reserve funding will impact the association’s assessment level, a special
assessment may also be needed to secure additional funding and improve the overall financial condition
of the association. We are happy to continue working with the Board of Directors on funding options for
a loan, a sustainable assessment level, and a special assessment as needed.
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