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1. Introduction 

RDH Building Engineering Ltd. (RDH) was retained by Strata Plan LMS445 (the Owners) to prepare a Depreciation Report 
(the Report) for the common property components (the Assets) at the residential high-rise and townhouse buildings 
located at 328 Taylor Way, West Vancouver, BC and known as West Royal.   

The purpose of the Report is to help the Owners, the strata council and the management team to make informed decisions 
about the allocation of resources to the common property assets (such as roofs, boilers and hallway carpets).   

The following documents were reviewed: 

t 2009 RJC Building Enclosure Condition Assessment  

A site visit was conducted on December 15th, 2011. In order to prepare the Report, RDH acknowledges that there is no 
relationship between the employees at RDH and the strata corporation. 

The information provided in the Report satisfies the requirements stipulated in the Strata Property Act.  In addition to the 
requirements outlined in the legislation, RDH has developed an interactive software tool that enables the Owners to 
proactively manage their funding requirements and maintenance obligations. 

This Report is provided as a PDF so that it can be readily printed and distributed.  It represents a synopsis of many 
hundreds of pages of information.  The supporting data is posted on a secure website at http://bams.rdhbe.com.  The 
purpose of the website is to provide a tool to empower the strata council and management team to: 

t Track and monitor the health of the assets. 

t Generate alternative funding scenarios. 

t Keep the data current as projects are completed. 

The data is owned by the strata corporation and can be printed and/or exported to spreadsheets as required.  

As the physical and financial status of the commonly owned assets changes, the Report will require updating.  The BC 
legislation requires that updates to the Report are performed every three years.  

A glossary of terms is included in the appendices.  

 

http://bams.rdhbe.com/
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2. Evaluation of Assets 

A Depreciation Report should include two key parts: i) a “physical” assessment and ii) a “financial” assessment.  Together 
these two sets of data provide the baseline of information regarding the current status of the assets on the site.  Once the 
status of the assets has been determined, the data can be used to generate operational, tactical and strategic plans.  The 
strategic plan is used to help guide the creation of possible funding scenarios.  This process is summarized in the graphic 
below: 

 

Depreciation Report Process 

2.1. Physical Assessment  

All assets are subject to physical deterioration as a result of the action of the elements, normal wear & tear, misuse & 
abuse and various other factors. Deterioration results in the need for maintenance, repair and renewal of assets. To this 
end, the physical assessment identifies the following: 

t The inventory of common property assets. 

t The effective age of the assets and the estimated remaining useful life of the assets. 

The method of determining the physical health of the assets is based on discussions with facility representatives, a visual 
review of a representative sampling of the assets in readily accessible locations, and review of readily available reference 
documents. No destructive testing was carried out on any of the assets, nor were the assets disassembled or subjected to 
confirmation of operational characteristics. 

Over time, all buildings move through a series of lifecycle stages. In this regard, West Royal can be considered a “middle 
aged” building where some major maintenance and capital renewal projects have been undertaken by the owners, such 
as: 

t Replacement of domestic water distribution system 

t Replacement of miscellaneous pumps and valves 

t Replacement of boilers 

Physical 
Assessment 

Financial 
Assessment 

Maintenance 
and 

Renewals 

Funding 
Scenario 

Project  
Planning 
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t Replacement of domestic booster pumps  

t Replacement of sump pumps 

t Replacement of fire alarm control system and field devices 

t Replacement of hallway carpets 

t Repainting of interior common areas 

t Replacement of amenity furniture 

t Replacement of common plumbing fixtures 

t Replacement of 2-ply SBS roof 

t Replacement of sloped glazing 

t Replacement of exterior sealant 

t Replacement of aluminum swing doors 

t Replacement of townhouse roofs 

t Replacement of exterior faceseal to rainscreen stucco cladding 

The table below contains a summary of some of the key physical parameters of West Royal.  

Physical Parameters 

Date of Original Construction 1992 

Gross Floor Area (square feet) 282,000 

Stories Above Grade 25 

Number of suites 182 

Asset Age (Average Years) 15 

Remaining Service Life (Average Years) 10 

 

2.2. Financial Assessment 

Owners will spend money for operating, reviewing, renewing and maintaining assets over their service lives. Sometimes 
more comprehensive rehabilitation costs are also incurred.  The financial assessment identifies the following: 

t The current replacement costs of the assets and their future replacement costs. 

t The status of the current CRF balance and how it relates to ongoing CRF requirements.  

t The ability of the current budget to meet major maintenance and renewal needs. 

Over the life of the building, the costs associated with the stewardship of the assets can be distributed into three general 
categories: "Catch-up costs", "Keep-up costs" and "Get-ahead costs". 

The Report is concerned primarily with the "Keep-up" costs.  All costs are presented as “Class D” estimates.  Soft costs, 
such as consulting fees and contingency allowances are not included. 
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Listed below is a summary of the key financial parameters of West Royal, which are used to develop funding scenarios and 
the tactical and strategic plans. 

Financial Parameters 

Fiscal Year End 31 Aug  

Building Reproduction Cost $88,509,800 

Current Operating Budget $953,109 

Current Annual Reserve Allocation $238,045 

Current Accumulated Reserve Balance $489,650 
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3. Major Maintenance and Renewals 

Maintenance includes work that is necessary to preserve the assets and to allow their continued use and function above a 
minimum acceptable level of performance. Maintenance ensures that the assets achieve their full service lives.  Renewal 
includes the financial planning and logistics for the replacement of the assets as they reach the end of their useful service 
lives. 

3.1. Maintenance Plan 

The strata corporation’s maintenance budget is $249,737 per year, which represents approximately 26% of the total 
annual operating budget. The strata corporation has several line items in the budget that are devoted specifically to 
maintenance of the different systems, including multiple line items totalling $38,425 for unspecified repairs and 
maintenance. The strata corporation has approximately 15 maintenance service contracts, which cover the key systems, 
such as elevators, HVAC, janitorial and landscaping.  

The figure below contains a summary distribution of the current annual maintenance costs for West Royal. 

 
Distribution of Annual Maintenance Costs 

The pie chart reveals that the majority of the maintenance budget is allocated towards the building enclosure, interior 
finishes, enclosure and sitework, which is a typical distribution for this type of building. The current maintenance budget 
appears to be adequate to achieve the necessary levels of maintenance for the assets identified in the maintenance plan 
during this stage in the lifecycle of the building. However, it is recommendation that the corporation consider a few 
additional line items in the budget to enable refined tracking of expenditures. 

On December 15th, 2011 RDH conducted a site review on a representative sample of the common elements at West Royal 
for the purpose of developing an inventory of common property assets and to estimate the useful remaining life of the 
assets.  The property is in relatively good condition with some localized deferred maintenance, which is being addressed 
on an ongoing basis.  

In order to avoid an accumulation of deferred maintenance the owners must ensure that the ongoing maintenance program 
provides for the necessary and sufficient maintenance of the assets over their useful lives. It is essential, however, that the 
owners continue to allow for adequate maintenance of all the assets so as to leverage the full service life from all 
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components of the building. The ongoing maintenance program provides guidelines for the necessary and sufficient 
maintenance of the assets over their useful lives.  The software also has the capability to monitor minor maintenance 
events and can be used to bundle and coordinate the implementation of maintenance work.  This functionality is not 
included in the Report. 

3.2. Renewals Plan  

It has been estimated that the strata corporation will need to spend approximately $29M in capital expenditures over the 
next 30 years. The following table indicates the distribution of the projected major maintenance and renewal costs within 
each system over the next 30 years.  This will enable the owners to better understand which asset groups will require the 
largest investment of the owners' money over time. 

Table 3.2.1 Costs Broken Down by System 

System Current Dollars Future Dollars 

Enclosure $17,620,600 $22,849,600 

Electrical $462,500 $653,200 

Mechanical $1,548,850 $2,330,200 

Elevator $1,220,000 $1,498,000 

Fire Safety $500,500 $728,500 

Interior Finishes $630,775 $889,300 

Amenities $108,500 $147,400 

Pool $55,300 $79,800 

Sitework $296,350 $434,400 

 

The figure below contains a summary distribution of the major maintenance and renewal costs for the next 10 years.  For 
West Royal, the majority of these costs are in the enclosure system.  

 
Fig. 3.2.1 Distribution of Major Maintenance and Renewal Costs Over Next 10 years 

The cost implications of these events, together with scheduling considerations, are addressed in the following sections of 
the Report together with additional supporting material, such as photographs.    
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4. Project Planning 

When making forecasts about future events and plans for these events, it is recommended that these are projected over 
three different planning horizons:    

t “Strategic” (30 years):  Since the average service life of many of the assets is approximately 25 years (such as roofs 
and boilers) it is recognized that a long-range view enables the owners to anticipate the majority of the future renewal 
projects.  

t “Tactical” (5-10 years):  A five year outlook enables the owners to break up the strategic plan into manageable chunks 
and to thereby bridge the annual operating budget with the long-range strategic plan.  Most owners do not consider 
ownership of their real estate investment beyond a 5-year window and are therefore only concerned about special 
levies that may arise during this time period.  

t “Operational” (1 year):  The annual operating period encompasses one fiscal cycle (12 months).  The reserve 
allocation in the operating budget should reflect the majority of the projects in the tactical plan (5 years) and ideally 
should also contemplate some elements of the strategic plan (30 years).  

The next section addresses some of the expenditures that are projected for West Royal within these three planning 
horizons. 

4.1. “Strategic” Planning Horizon 

The chart below graphically illustrates the estimated major maintenance and renewal costs over the next 30 years and 
thereby provides a high-level overview of the longer term projected cash flow. The red bars indicate the years in which 
some renewal work is projected. Estimated maintenance costs (green bars) are generally more consistent from year-to-year. 

 
Fig. 4.1.1 Strategic Forecast (30 Years) 

The fluctuation of major maintenance and renewal costs over the 30-year period is due to a variety of factors, such as: 
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t The different service lives for each of the range of assets in the asset inventory. For example, some assets may have a 
useful life of 5 years whereas other assets may have a useful life of 25 years.  

t The different magnitude of renewal costs for each of the assets. 

t The impact of different rehabilitation strategies to either replace assets or extend their useful service lives through 
major maintenance projects. 

t The cumulative financial impact of inflation compounded annually over 30 years.  

The actual timing of renewal projects will depend on the quality of maintenance and other factors, which either may result 
in earlier replacement or, in some cases, extend the life of the assets.  

4.2.  “Tactical” Planning Horizon 

Although the tactical plan can be described as a single five year window the chart below provides the projected major 
maintenance and renewal costs for the next ten years so that the two five year windows can be reviewed.  The bars indicate 
the years in which a project (or bundle of events) is most likely to occur as well as the total magnitude of major 
maintenance and renewal costs for that year.  

 
Fig. 4.2.1 10-Year Expenditure Forecast 

Listed below are some of the key maintenance and renewal projects that are contemplated in the preceding bar graph: 

t Renewal of EIFS cladding. 

t Localized replacement of at-grade waterproofing membrane. 

t Repainting of exterior concrete and other cladding. 

t Cyclical replacement of failed insulated glazing units (IGUs). 

t Modernization of elevator controls. 

t Cyclical replacement of miscellaneous pumps, fans and motors. 
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t Updating of the Depreciation Report every three years. 

Some projects will require refinement through a normal design process to further define the scope and budget prior to 
tendering the renewal project.  “Class D" estimates have been provided in the Report and a number of general assumptions 
about the potential scopes of work were made when costs associated with these projects were generated. 

Implementation steps for any renewal event will vary and may include an investigation to confirm existing construction and 
any design requirements included in the project scope.  Various options, such as phasing, product choice, and project 
bundling are also typically evaluated as part of the design requirements.  Through this process, the scope of work will be 
finalized and the total project costs will be estimated for the Strata as a budget suitable for formal expenditure approval 
from the contingency reserve fund.  The costs associated with the investigation and design requirements are not included 
in the Report as the need and magnitude for this work varies with renewal activities and specific Owner needs. 

4.3.  “Operational” Planning Horizon 

There are no significant capital renewal projects or major maintenance projects forecast for the next fiscal year.  

4.4. Project Implementation Strategies 

As renewal projects are implemented the strata corporation will need to engage consultants and contractors to confirm the 
appropriate scopes of work, to develop specifications and to coordinate and supervise the work.  

The owners will need to consider several implementation strategies including:  

t Targeted Projects.  These are projects that are localized to particular portions of the building. Different exposure 
conditions and wear patterns may require that only sections of the building require renewal at one point time.  For 
example: the carpets in amenity rooms would be replaced at a different time to the hallway carpets due to additional 
wear in high traffic locations.  

t Phased Projects.  These are projects that are carried out in multiple stages rather than as a single coordinated project. 
For example: the sealant could be renewed on one elevation in the first year and then on the other elevations in 
subsequent years. While phased projects can reduce the financial burden by spreading the costs over a longer period, 
the owners will likely pay more over the long term due to the remobilization of contractors. 

t Comprehensive Projects.  These are projects that are implemented as one coordinated undertaking.  Some of the 
major advantages of this approach are that the owners can sometimes leverage the best economies of scale, shorten 
the overall duration and lower the overall costs.  For example: the exterior wood trim is recoated in all locations around 
the building at the same time.  

t Bundled Projects.  Often it makes sense to bundle, or combine, various projects due to proximity, availability of skills, 
and funding needs.  The major advantage of project bundling is that the owners can leverage economies of scale and 
lower the overall costs if these projects were completed as several, individual projects.  For example: the exterior wood 
trim is repainted at the same time as the repainting of the cladding for the building or complex. 
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5. Funding Scenarios 

The physical assessment and financial assessment have together provided a baseline of information for the owners and 
management team to evaluate the current funding levels and to consider an appropriate funding strategy moving forward 
based on their tolerance for risk and desired standard of care for the property.  RDH provides the tools but the funding level 
that the owners choose is up to them as long as it meets the minimum legislative requirements.  

5.1. Alternative Funding Scenarios 

To help the owners make an informed decision about their funding level, BAMS software is used to generate some 
alternative funding scenarios to compare the financial impact of different funding levels over the next 30 years. These 
scenarios serve as a sensitivity analysis to determine the size of the special levies that may occur as a result of different 
allocations to the CRF. 

While there are many different scenarios that can be generated, the table below compares the following alternatives:  

Table 5.1.1 Comparison of Different Funding Scenarios 

 "A"   

Current 

"B"   

Alternative 

"C"   

Progressive 
Reserve 

Percent of Progressive Reserve 28 % 31 % 100 % 

Reserve Allocation $238,045 $270,000 with a  

2% annual increase 

$863,000 

Per Suite Per Month $109 $124 $395 

Per Square Foot $0.84 $0.96 $3.06 

Assumed Inflation Rate 2% 2% 2% 

Assumed Interest Rate   1%   1%   1% 

 

t  “A” The Current Reserve Allocation.  This is the funding level that was approved by the owners at the last Annual 
General Meeting and represents the status quo.  

t “B” Alternative Reserve Allocation.  This represents an incremental increase from the status quo, which is just one of 
many possible scenarios for a new funding level in the next fiscal year.     

t “C” Progressive Reserve Allocation.  This is the annual allocation that would have been set aside since the first year of 
operations to ensure that the reserve balance is sufficient to avoid any special assessments over a 30-year period. In 
other words, the progressive reserve is equivalent to a fully funded reserve balance. The "progressive" reserve 
allocation is an idealistic target that many strata corporations are not able to meet. 

The alternative funding scenarios are provided as a guide for the Owners.  The Owners can use the BAMS software to create 
additional funding scenarios that work for them. 

Based on the findings of the Report, the Strata Corporation is currently considered to be approximately 28% funded.  This 
means that the cumulative reserve balance ($489,650) is approximately 1/4 of what it ideally should be if the owners were 
to avoid any special levies over the next 30 years. The figure below illustrates the strata corporation’s financial position on 
a funding spectrum. 
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Although the Strata Corporation is meeting the statutory minimum contribution to the CRF, it is important to note that the 
statutory guideline is not a good measure of the financial preparedness of the corporation.  If the owners wish to avoid 
special levies, or to mitigate the financial hardship by reducing the number and size of the levies, then incremental 
increases will need to be made over the upcoming years to move the current funding level from 28%.  Although the strata 
corporation has not yet accumulated sufficient funds in its contingency reserve account to avoid all special levies, the age 
of the complex means that it is relatively easy to make adjustments and catch-up.  
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5.2. Funding Scenario “A” – Current (Status quo) 

Scenario “B” represents the current funding level approved by the owners at the last general meeting (i.e., status quo) and 
is based on a fixed annual reserve contribution of $238,045 and is summarized in the following cash flow table.  10 years 
of cash flow data is provided below for reference.  Appendix D contains the full 30 years of cash flow data for each scenario 
or this information can be reviewed in the online BAMS software. 

Table 5.2.1 Status Quo Funding Model:  Cash Flow Table 

Fiscal 
Year 

Opening 
Balance 

Reserve 
Contribution 

Special Levy 
Reserve 
Income 

Renewal 
Costs 

Contingency 
Costs 

Closing 
Balance 

2012 $489,000 $238,000 $0 $4,890 $91,100 $2,000 $638,790 

2013 $638,790 $238,000 $0 $6,388 $88,500 $2,000 $792,678 

2014 $792,678 $238,000 $537,695 $7,927 $1,574,300 $2,000 $0 

2015 $0 $238,000 $135,100 $0 $371,100 $2,000 $0 

2016 $0 $238,000 $0 $0 $80,500 $2,000 $155,500 

2017 $155,500 $238,000 $1,060,845 $1,555 $1,453,900 $2,000 $0 

2018 $0 $238,000 $0 $0 $31,000 $2,000 $205,000 

2019 $205,000 $238,000 $0 $2,050 $61,500 $2,000 $381,550 

2020 $381,550 $238,000 $7,318,435 $3,816 $7,939,800 $2,000 $0 

2021 $0 $238,000 $0 $0 $24,700 $2,000 $211,300 

 

The owners are currently accustomed to monthly reserve allocations of approximately $109 per suite per month (averaged).  
If the owners were to continue to fund the reserve account at this level, the reserve balance and will require that the owners 
having to raise approximately $22M for special levies over the next thirty years.  

The figure below provides a graphical illustration of the status quo funding scenario. The annual contribution into the 
reserve account is shown by the blue bars, the closing balance in the CRF is shown by the purple line and the special levies 
(to offset the shortfall in the reserve account) are shown as red bars. 

 
Fig. 5.2.2 Status Quo Funding Model: Graphical Analysis 
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5.3. Funding Scenario “B” – Alternative   

The next scenario is based on a fixed annual reserve contribution of approximately $270,000 with a 2% annual increase 
over the 30-year planning horizon.  This represents a reserve contribution that is equivalent to approximately $124 per 
suite per month (averaged) for the first year. 

Table 5.3.1 Alternative Funding Model:  Cash Flow Table 

Fiscal 
Year 

Opening 
Balance 

Reserve 
Contribution 

Special Levy 
Reserve 
Income 

Renewal 
Costs 

Contingency 
Costs 

Closing 
Balance 

2012 $489,000 $270,000 $0 $4,890 $91,100 $2,000 $670,790 

2013 $670,790 $275,400 $0 $6,708 $88,500 $2,000 $862,398 

2014 $862,398 $280,908 $424,370 $8,624 $1,574,300 $2,000 $0 

2015 $0 $286,526 $86,574 $0 $371,100 $2,000 $0 

2016 $0 $292,257 $0 $0 $80,500 $2,000 $209,757 

2017 $209,757 $298,102 $945,944 $2,098 $1,453,900 $2,000 $0 

2018 $0 $304,064 $0 $0 $31,000 $2,000 $271,064 

2019 $271,064 $310,145 $0 $2,711 $61,500 $2,000 $520,420 

2020 $520,420 $316,348 $7,099,829 $5,204 $7,939,800 $2,000 $0 

2021 $0 $322,675 $0 $0 $24,700 $2,000 $295,975 

 

While Scenario “C” does result in eliminating some of the smaller levies, it is still not adequate to offset all the special 
levies over the 30-year planning horizon.  The figure below graphically illustrates the annual contributions (blue bars), the 
closing balance in the CRF (the purple line) and the size of the special levies (red bars) resulting from this funding level. 

 
Fig. 5.3.2 Alternative Funding Model: Graphical Analysis 

The BAMS software tool enables the strata council and management to adjust the financial variables in this model (such as 
inflation rates and interest rates) and to generate additional models. 

 

 

$0

$1,000,000

$2,000,000

$3,000,000

$4,000,000

$5,000,000

$6,000,000

$7,000,000

$8,000,000

20
12

20
13

20
14

20
15

20
16

20
17

20
18

20
19

20
20

20
21

20
22

20
23

20
24

20
25

20
26

20
27

20
28

20
29

20
30

20
31

20
32

20
33

20
34

20
35

20
36

20
37

20
38

20
39

20
40

20
41

Reserve Contribution Special Levy Closing Balance



 

 
. . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . . .  

5185.00  RDH Building Engineering Ltd. 

.
.

.
.

 

PAGE 13 

5.4. Funding Scenario “C” – Progressive   

The next scenario is based on a fixed annual reserve contribution of approximately $863,000 over the 30-year planning 
horizon.  This represents a reserve contribution that is equivalent to approximately $395 per suite per month (averaged). 

Table 5.4.1 Progressive Funding Model:  Cash Flow Table 

Fiscal 
Year 

Opening 
Balance 

Reserve 
Contribution 

Special Levy 
Reserve 
Income 

Renewal 
Costs 

Contingency 
Costs 

Closing 
Balance 

2012 $489,000 $863,000 $0 $4,890 $91,100 $2,000 $1,263,790 

2013 $1,263,790 $863,000 $0 $12,638 $88,500 $2,000 $2,048,928 

2014 $2,048,928 $863,000 $0 $20,489 $1,574,300 $2,000 $1,356,117 

2015 $1,356,117 $863,000 $0 $13,561 $371,100 $2,000 $1,859,579 

2016 $1,859,579 $863,000 $0 $18,596 $80,500 $2,000 $2,658,674 

2017 $2,658,674 $863,000 $0 $26,587 $1,453,900 $2,000 $2,092,361 

2018 $2,092,361 $863,000 $0 $20,924 $31,000 $2,000 $2,943,285 

2019 $2,943,285 $863,000 $0 $29,433 $61,500 $2,000 $3,772,217 

2020 $3,772,217 $863,000 $3,268,861 $37,722 $7,939,800 $2,000 $0 

2021 $0 $863,000 $0 $0 $24,700 $2,000 $836,300 

 

While Scenario “D” does result in eliminating some of the smaller levies, it is still not adequate to offset all the special 
levies over the 30-year planning horizon.  The figure below graphically illustrates the annual contributions (blue bars), the 
closing balance in the CRF (the purple line) and the size of the special levies (red bars) resulting from this funding level. 

 
Fig. 5.4.2 Progressive Funding Model: Graphical Analysis 

The BAMS software tool enables the strata council and management to adjust the financial variables in this model (such as 
inflation rates and interest rates) and to generate additional models.  
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5.5. Funding by Individual Owners 

Notwithstanding which funding scenario may ultimately be selected by the strata corporation at the next general meeting, 
each owner can develop their own individual funding plans based on the renewal costs identified in the depreciation 
report. 

Since the Depreciation Report has identified about $29 million in capital reserve and major maintenance projects over the 
next 30 years, each of the 182 unit owners can estimate their personal share based on unit entitlements. 

Each owner, on average, could set aside at least $200 per unit per month for their personal share of the capital projects 
and major maintenance over the next 30 years.  This will prepare the individual owners for special levies if the corporation 
does not fund the CRF to an adequate level. 
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6. Recommendations 

The following key recommendations are presented for the Owners consideration. The goal is to help the Owners move to a 
more objective basis of allocating contingency reserve funds for West Royal.  

t Operating Vs. Capital Costs.  Identify those small capital items that are generally funded from the operating budget, 
such as exterior lighting. Update the Depreciation Report accordingly. 

t Steward.  Appoint someone as the "Steward" of the Depreciation Report. This individual or committee will act as the 
timekeeper of the asset renewal schedules and gatekeeper of the renewal and maintenance activities. 

t Condition Assessment.  Conduct a Condition Assessment of the walls, roofs, and windows to validate the assumptions 
regarding the remaining service lives based on the visual review conducted for the Report.  Update the Report with 
these findings and recommendations as may be required. 

t Assumptions.  Review the disclosures and disclaimers listed in the appendix of the Report.  Understand how the 
assumptions can be updated over time as new information comes to light about the performance of the assets and as 
certain projects are completed.  Seek clarification from RDH regarding any of the disclosures and disclaimers. 

t Funding Scenarios.  Review the alternative funding scenarios in the Report and develop scenarios for presentation to 
the owners that are most likely to secure approval of the owners. 

t Funding Levels.  Review the current annual reserve allocation levels relative to the funding levels illustrated in the 
Report. 

t Software Tool.  Utilize the web-based building asset management system on an ongoing basis to keep the data current 
and ensure that it is readily accessible to the council members and property manager. 

t Updates.  Plan for updates to the financial component of the Report at least once a year (such as reserve balances) and 
updates to the physical component of the Report in three years (such as remaining useful life of the assets).  The 
online data can be updated at time during the course of the year by authorized users. 

t Further Investigations.  Conduct additional condition investigations, as required, to refine the data.   

t Full System Maintenance Plan.  Review the adequacy of checklists and budgeting of routine maintenance to ensure 
that a program is implemented to achieve full service lives from the assets. 

RDH is available to assist the Owners with all aspects of the Report and the on-line BAMS system.  Please contact our office 
with any questions or if you should require further information. 

Sincerely, 

RDH Building Engineering Ltd. 

 

 

  

Brandon Carreira, Dipl.T 

Building Asset Management Technologist 

 

  

Jason Dunn, B.Arch.Sc. 

Project Manager 
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Glossary  

Annual Contribution – Funds allocated to the Reserve Fund each fiscal year.  Sometimes referred to as the 
Annual Allocation.  Determining the appropriate size of the Annual Allocation is aided with a Reserve Study (a 
Depreciation Report in B.C.).   

Asset – An integrated assembly of multiple physical components, which requires 
periodic maintenance, repair and eventual renewal.  Typical examples of assets are: roofs, boilers and hallway 
carpets. 

Catch-up Costs - The costs associated with the accumulated backlog of deferred maintenance associated with 
the assets.  

Classes of Cost Estimates - Until a project is actually constructed, a cost estimate represents the best 
judgement of the professional according to their experience and knowledge and the information available at 
the time.  Its completeness and accuracy is influenced by many factors, including the project status and 
development stage. Estimates have a limited life and are subject to inflation and fluctuating market 
conditions. The precision of cost estimating is categorized into the following four classes and are as defined in 
guidelines prepared by the Association of Professional Engineers and Geoscientists of B.C.  The percentage 
figures in parentheses refer to the level of precision or reliability of the cost estimates.   

l Class A Estimate (±10-15%): A detailed estimate based on quantity take-offs from final drawings and 
specifications. It is used to evaluate tenders or as a basis of cost control during day-labour 
construction.  

l Class B Estimate (±15-25%): An estimate prepared after site investigations and studies have been 
completed and the major systems defined. It is based on a project brief and preliminary design. It is 
used for obtaining effective project approval and for budgetary control.  

l Class C Estimate (±25-40%): An estimate prepared with limited site information and based on 
probable conditions affecting the project. It represents the summation of all identifiable project 
elemental costs and is used for program planning, to establish a more specific definition of client 
needs and to obtain preliminary project approval.  

l Class D Estimate (±50%): A preliminary estimate which, due to little or no site information, indicates 
the approximate magnitude of cost of the proposed project, based on the client's broad requirements. 
This overall cost estimate may be derived from lump sum or unit costs for a similar project. It may be 
used in developing long term capital plans and for preliminary discussion of proposed capital 
projects. 

Closing Balance - Alternatively referred to as the Starting Balance.  The balance of funds remaining in the 
reserve account at the end of a fiscal period (Fiscal year end, calendar year or study period).  The Closing 
Balance becomes the Opening Balance for the subsequent fiscal period.  

Contingency Costs - An allowance for unexpected or unforeseen costs that may impact monies required for 
projects to maintain or replace assets. (Not to be confused with costs of Renewal or Major Maintenance 
projects which are paid for out of the Reserve Fund (otherwise known the Contingency Reserve Fund.)  

Current Dollars –dollars in the year they were actually received or paid, unadjusted for price changes. 

Funding Model - A mathematical model used to establish an appropriate funding level for sustaining the 
assets in a building.  Running a number of scenarios out of the funding model using different parameters 
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(such as inflation rates and interest rates) can serve as a sensitivity analysis to determine the financial impact 
of different funding levels. 

Future Dollars - The projected cost of future asset renewal projects, which accounts for inflation and 
 escalation factors.     

Get Ahead costs - These are costs associated with adaptation of the building to counter the forces of 
retirement associated with different forms of obsolescence, such as: 

l Functional obsolescence 

l Legal obsolescence 

l Style obsolescence 

Some of the costs in this category are discretionary spending that result in either a change or an improvement 
to the existing strata building.  This category includes projects to alter the physical plant for changes in use, 
codes and standards. Some typical examples include:  

l Energy retrofits 

l Code retrofits 

l Hazardous material abatement 

l Barrier free access retrofits 

l Seismic Upgrades 

Keep-up Costs - The monies required for renewal projects as each asset reaches the end of its useful service 
life.  If an asset is not replaced at the end of its useful service life and is kept in operation, through targeted 
repairs, then these costs get reclassified into the “catch-up” category. 

Major Maintenance – Any maintenance work for common expenses that usually occurs less often than once a 
year or that do not usually occur. Major maintenance provides for the preservation of assets to ensure that 
they achieve their full intended service life. 

Opening Balance – Alternatively referred to as the Starting Balance.  The amount of money in an account at the 
beginning of a fiscal period. Opening balances are derived from the balance sheet and are used in cash flow 
calculations in the Funding Model. 

Operating Costs - Frequently recurring expenses that arise during the course of a single fiscal year and are paid 
from the operating budget as opposed to the Reserve Fund. 

Operational Plan/Horizon (1 year) - The annual operating period encompasses one fiscal cycle (12 months).  
The Reserve Contribution in the operating budget should reflect the majority of the projects in the Tactical Plan 
(5 years) and ideally should also contemplate elements of the Strategic Plan (30 years). 

Percent Funded - The ratio, at a particular point of time (typically the beginning of the fiscal year), of the actual 
or projected Reserve Fund balance to the accrued Reserve Fund  balance, expressed as a percentage.  For 
example: If the 100% funded balance is $100,000 and there is $76,000 in the Reserve Fund, the Reserve Fund 
is 76% funded.  

Since funds can typically be allocated from one asset to another with ease, this parameter has no real 
meaning on an individual reserve component basis. The purpose of this parameter is to identify the relative 
strength or weakness of the entire Reserve Fund at a particular point in time.  The value of this parameter is to 
provide a more stable measure of Reserve Fund strength, since cash in reserve may mean very different things 
to different governing bodies or owner groups.    
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l Poor Level.   When the Percent Funded falls to 0% - 30%, the current reserves may be considered to 
be at a ‘poor’ level.  At this funding level, Special Levies are common.  This is also commonly known 
as the Unfunded or Special Levy Model.  The Owner Group does not have a Reserve Fund balance that 
will cover expected renewal costs and the only recourse is to raise funds by Special Levies to cover 
those costs when they become due. 

l Fair Level.  If the Percent Funded level is 31 to 70% then the current reserve may be considered to be 
in a mid-range level. 

l Good Level.   If the Percent Funded level is 70% or higher this is likely to be considered ‘strong’ 
because cash flow problems are rare. 

Renewal – The replacement of an Asset as it reaches the end of its useful service life.   

Renewal Cost – The cost required to replace an Asset, which is paid from the Reserve Fund, Special Levy or 
combination thereof. 

Reserve Contribution -  The amount of money that is allocated to the Reserve Fund each fiscal year.  
Determining the appropriate size of the Reserve Contribution is aided with a Reserve Fund Study (Depreciation 
Report in B.C.).  

Reserve Fund  – Also known as the Contingency Reserve Fund.  The account in which the accumulated Annual 
Contributions are deposited and from which costs are withdrawn for Renewal projects and Major Maintenance 
projects.  

Reserve Income – The interest earned from investing the money deposited in the Reserve Fund. 

Reserve Study - Also referred to as a Reserve Fund Study or Depreciation Report in BC.   

l A long-range financial planning tool that identifies the current status of the owners' Reserve Fund and 
recommends a stable and equitable funding plan to offset the costs of anticipated future major 
expenditures associated with replacement of the assets and major maintenance.   

l The purpose of the Reserve Study is to provide a plan for appropriate funding for renewal and major 
maintenance work.  

l While Reserve Studies provide analysis of the timing, costs and funding for renewal projects, they 
should ideally be supported by a maintenance plan that assists the owners to plan for maintenance 
activities so that assets achieve their predicted service lives. 

Special Levy - Also referred to as a "Special Assessment".  A financial levy to be paid by the owner group to 
finance large-scale projects for major maintenance, repairs, renewal and rehabilitation of an asset, which 
occur as result of a shortfall in available funds and requires special decision making and approval 
procedures.   A Reserve Study contains funding scenarios that assist the owners in long-range financial 
planning. 

Strategic Horizon - The longest of the three planning horizons, which typically covers the full study period of 
30 years and identifies the long-term needs of the assets.   

Style Obsolescence - When an asset is no longer desirable because it has fallen out of popular fashion, its 
style is obsolete.  Some assets, particularly interior furnishings, reflect fashion cycles and can become out-
dated. 

Tactical Plan/Horizon - A period of planning for asset Renewal projects and Major Maintenance projects, which 
typically extends five years from the current year.  
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Disclosures and Disclaimers 

 

Condition of the Assets 

The method of determining the physical condition of the assets is based on a visual review of a representative 
sampling of the assets in readily accessible locations, discussions with facility representatives, and review of 
readily available reference documents.  No destructive testing or exploratory openings are carried out on any 
of the assets and the equipment is not disassembled, operated or subject to re-commissioning tests.  The 
physical review is not a full “condition assessment” since operating, testing or exploratory openings are 
excluded from the scope of services. 

Cost Estimating for Assets 

l All estimates of costs are provided in future year dollars. 

l All estimates of costs are Class D estimates intended for planning purposes and not for accounting or 
tender use.  See Glossary of Terms for definition of Class D estimates. 

l Actual costs will vary depending on several factors.  The estimates assume economies of scale will be 
achieved by bundling work tasks together into larger renewal, repair or rehabilitation projects.  Small 
tasks performed individually may exceed the estimates presented. 

l Soft costs, such as consulting services and contingency allowances are not included in the budget 
estimates.   When developing cost estimates for projects in greater detail for budgeting, each project 
should include appropriate soft costs - such as owner contingency, permit fees, engineering fees, etc.  
Depending on the sizes, scope and timing of individual projects, the magnitude of the soft costs will 
vary. 

l Construction costs are subject to the vagaries of the marketplace.  At the time of tender, costs may 
vary depending on the time of the year, contractor availability, and other factors. 

l The estimates must be updated over time, further developed for scope of work and confirmed by 
competitive tender before any contracts are awarded. 

l Detailed repair specifications are required to be prepared in order to confirm scopes of work and 
costs. 

l The estimates do not include allowances for site specific access requirements or environmental 
concerns, which should be addressed on a project-by-project basis. 

l Consideration may sometimes need to be given to costs arising from the impact of projects on 
occupancy use and facility operations. 

l Replacement costs are typically based on like-for-like with a similar asset unless code or other 
circumstances require the replacement cost to include an upgrade.  
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Maintenance of the Assets: 

l The maintenance checklists are not exhaustive and are intended as a framework for the ongoing 
refinement of the maintenance program. 

l Work must only be carried out by appropriately qualified personnel who have the necessary and 
sufficient knowledge about the maintenance tasks and maintenance intervals. 

l The manufacturers' latest printed instructions should take precedence in the event of any conflict with 
the maintenance checklists. 

l The owners' maintenance staff and/or service contractors are responsible to verify what is contained 
in the manufacturers’ documentation regarded recommended maintenance procedures and intervals. 

l The maintenance checklists and maintenance intervals should be reviewed annually and adjusted, as 
required, to reflect the service environment, feedback from contractors, etc. 

Specialist and Non-Specialist Reviews 

Our personnel collect the asset inventory data for all the different systems, including mechanical, plumbing, 
fire safety, elevator, electrical, interior finishes and sitework.  Our scope of services is to identify the assets 
within each system, determine their age and report on their reasonable service life-cycles according to 
accepted industry standards.  RDH personnel do not make observations with regard to specialty building 
system conditions unless specifically addressed in our proposal. 

Forecasting the Useful Service Life of Assets 

The service life of assets can be affected by a variety of circumstances, including the following:  

l The quality of the maintenance conducted on an asset will affect the service life of the asset. Poor 
maintenance can lead to a reduced service life and may result in the premature failure of an asset.  

l Insurable losses (force majeure), such as earthquakes, fires and floods can shorten the life of an 
asset. These events are not considered in a depreciation report. 

l Asset service life in a Depreciation Report is determined according to accepted industry standards.   

Funding Models 

The funding models for Depreciation Reports are based on a 30-year horizon and use “future year dollars 
termed” methodology.  This methodology projects the costs (in future year dollars) over the planning horizon 
and not beyond the terminus year of the planning horizon.  The current year is the starting year of the planning 
horizon.  The term, therefore, matches the initial horizon and does not respect a shifting horizon.  This means 
that in year 1 the funding scenarios will look forward for 30 years.   

For example, in 2012 the model looks forward to 2042.  In year two, it will be accurate for 29 years, as it is only 
looking forward to year 2042.  When an update study is performed in three years, the revised funding 
scenarios will look forward 30 years from 2015 to 2045.  Renewal and major maintenance projects that occur 
beyond the 30-year planning horizon are not considered in the scenarios; that is, those projects that occur 
beyond 30 years are unfunded in the funding scenarios. 
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l DEPRECIATION  REPORT 
New regulations in British Columbia make Depreciation Reports mandatory for most 
strata corporations. RDH Building Engineering Ltd. offers building science and building 
asset management services from three offices in BC; Vancouver, Victoria, and 
Courtenay. RDH staff have broad practical experience assisting building owners with all 
aspects of planning for the long term stewardship of their building(s). Our reserve fund 
analysts, engineers, architects, and technologists have a wide variety of formal 
training—including building science, structural engineering, and mechanical 
engineering. To supplement our in*house expertise, we hire subconsultants for items 
such as elevator and swimming pool reviews. We believe that by using a team 
approach, we can ensure an appropriate level of thoroughness and quality.  

We have prepared hundreds of Depreciation Reports and are recognized as industry 
leaders. David Albrice is a certified Professional Reserve Analyst and was one of the key 
people consulted when the legislation was drafted. He has an unrivaled depth of 
understanding of the physical, financial planning, and strata governance issues that 
need to be considered in the development of an effective Depreciation Report. 

l ABOUT US 

 

David Albrice, B.Sc. URP, ARP, PRA 

t Professional Reserve Analyst,  APRA 

t B.Sc. Urban and Regional Planning  

t Associate Reserve Planner, REIC 

t Project Manager on 100s of Facility Condition 
Assessments and Reserve Studies (Depreciation Reports)  

 

Mike Wilson, P.Eng. 

t B.Eng. & M.Eng., Structural Engineering  

t Registered professional engineer, APEGBC 

t 20 years experience as a consultant focused in the field of 
building science 

 

Mark Will, Dipl.T., BA 

t Dipl.T., Building Science Technology 

t B.A., Economics 

t 15 years experience in project management  

t CHOA Board Member 

 

Peter Fitch, C.Tech. 

t UBC/UBCM Certified Professional program (audit only)  

t Member of Applied Science Technologists & Technicians 
of British Columbia  

t 30 years of experience in the mechanical design field 

 

Phil Johnson, P.Eng. 

t B.Sc. & M.Sc., Agricultural Engineering  

t Registered professional engineer, APEGBC 

t 20 years experience as a consultant focused in the field of 
building science 

 

Matt Mulleray, P.Eng. 

t B.A.Sc., Civil Engineering 

t Dipl.T., Civil and Structural Engineering  

t Registered professional engineer, APEGBC 

t 10 years experience in bldg. science & engineering consulting 
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Harvey Goodman, P.Eng. 

t B.A.Sc., Civil Engineering  

t Registered professional engineer, APEGBC 

t 20 years experience in building science consulting 

 

Serge Desmarais, MAIBC, CP 

t B.Arch.  

t Registered architect, AIBC 

t Certified Professional, UBC 

t 30 years experience in building design and construction 
capital renewal projects 

 

Jason Dunn, B.Arch.Sc., CCCA 

t B.Arch.Sc, Building Science Option  

t Certified Construction Contract Administrator, CSC  

t 10 years experience in building science consulting 

 

Robin Breuer, A.Sc.T., RRO 

t Dipl.T., Building Engineering Technology (Building Science 
Option) 

t Registered Roof Observer, RCI Inc. 

t 15 years experience in building science consulting 

 

Rob Mathena, Dipl.T. 

t Dipl.T., Architectural & Building Engineering Technology 
(Building Science Option) 

t 15 years experience in building science consulting and 
construction 

 

Brandon Carreira, Dipl.T. 

t Dipl.T., Architectural & Building Engineering Technology 
(Building Science Option) 

t 1 year experience in building science consulting 

 

Tim Smith, A.Sc.T. 

t Dipl.T., Civil Engineering Technologist  

t Member of Applied Science Technologists & Technicians 
of British Columbia  

t 5 years experience in building science consulting 

 

 

 

We are committed to reducing our 
environmental impact. RDH participated 
in Climate Smart to evaluate and reduce 
our carbon footprint. 
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