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Agenda

Depreciation Reports and New BC Regulations

Report Requirements
Types of assets

Service life estimates

Renewal and major maintenance items

Evaluating proposals



A depreciation report is a legislated planning requirement for strata 
corporations of 5 strata lots or more. 

A strata can vote to decline the deprecation report (3/4 vote)

Long-range financial planning tool (30 year forecast)

A static document that requires updates every 3 years.

An element utilized in the operation of a building

What is a Depreciation Report?



Long term planning for maintenance and renewals for common
property and common assets that a strata corporation is required to 
maintain and repair

What is the purpose of a Depreciation Report?



Value of a Depreciation Report

With a Depreciation Report      

Lots of surprises; not much peace of mind

“Failing to plan is planning to fail”

Few surprises; peace of mind

“Plan the work and work the plan”

No Depreciation Report      



Are Mandatory Depreciation Reports Common?

No

Yes



Standards & Best Practices

REIC, 2000CCI,2003 AIC, 2005CMHC, 2005

Reserve Fund Study,
Capital Replacement Plan, 
Depreciation Report (?)



Physical component inventory of commonly owned assests

Evaluation based on  an on-site visual inspection

All repair, renewal, and maintenance costs (> 1 year frequency) 
anticipated for each asset for a 30-year planning horizon

Factors used to calculate costs (ie. inflation, tax rate, interest rate)

Current balance of CRF and minimum of 3 cash flow funding models

Required Content within Depreciation Report 



Legislation requires depreciation report to be completed by a 
“qualified person”

Likely includes engineers, accountants, professional reserve 
analysts, and appraisers

Why are Building Envelope Engineers leading the completion of many 
of the reports within the current market?

Who is a Qualified Person ?



Example Breakdowns of Typical Building Renewal Costs

5-yr Building Renewal Costs



How does E&O insurance affect the depreciation 
planner and the strata corporation? 

Errors and Omissions insurance, if carried by the 
depreciation planner, is basically carried for the purpose 
of protection of the consumer and planner in the event 
there is a material error in the report that results in a loss 
or claim against the strata corporation. 

E&O Insurance



How long is a Depreciation Report Valid For?

Tactical Plan 5 years

Operational   
Plan - 1 year

Strategic Plan – 30 years

30 Year timeline to be updated every 3 years



Process to Complete a Depreciation Report

Physical Analysis 
How long to things last?

Financial Analysis 
How much do things cost?

Expenditures 
How much do we 
need?

Funding     
How much do   
we have?

Model 1 
What if..?

Preferred Model
How are we going 
to pay for things?

Model 2 
What if..?

Model 3 
What if..?

Model 4 
What if..?

Update 
Study



Operating budget

Balance sheet

General ledger

Copies of invoices

Insurance certificate/appraisal

Documents Required for a Depreciation Report

Financial Documents

Legal Documents

Drawings

Prior investigation reports

Annual fire inspection report

Maintenance manuals

Maintenance logs

Other

Technical Documents

Reciprocal easements

Service agreements

Air Parcel Agreements

Leases and Licenses

Governance  Documents

Strata Plan

Bylaws



Examples of Provided Documents

Insurance appraisalBalance sheetOperating budgetWarranty documentsBylawsDrawings and past project documentationService contractsMaintenance plans



Physical Analysis

Inventory all assets

Estimate remaining service life or major maintenance for all assets



Major Building Systems

Major systems



Interconnected Systems in Buildings

StructureStructure

MechanicalMechanical

EnclosureEnclosure

ElectricalElectrical

SiteworkSitework

Fire 

Safety

Fire 

Safety

FinishesFinishes

Windows

Walls

Roofs

Doors

Balconies



Samples of Building Assets

Roofs Enterphone Floor finishes

Sensors Fire sprinkler system Guardrails



Asset Inventory - Enclosure



Asset Inventory - Electrical



Asset Inventory - Mechanical



Asset Inventory – Interior Finishes



Asset Inventory – Site Work



They require periodic 
maintenance…

- Cleaning

- Lubricating

- Adjusting

- Inspecting

They deteriorate 
over time…

- Cracking

- Staining

- Splintering

- Corroding

They eventually need to be 
replaced…

- Balcony fascia improvements

- Re-roofing

- Carpet replacement

- Elevator modernization

Maintenance & Renewal of Assets



Impact of Maintenance on the Life of Assets

With maintenance

Time

C
on

di
tio

n

Without 
maintenance

Diminished 
service life

Potential 
service life



Service Life, Chronological & Effective Ages



Service Life, Chronological & Effective Ages



Financial Analysis

Contingency Reserve Fund

Cash Flow Models

Amenities

Sitework

Sitework

Interior Finishes

Fire Safety

Elevator

Mechanical

Electrical

Enclosure



10-Year Forecast – Major Maintenance & Renewals

Exterior paint

Guard rails

Sliding Glass Doors &
Fire enunciator panel

Roofing & Elevator Controls



Every Building has its Own Pulse – Different Forecasts

Building A Building B

Building C Building D



Example Building – Funding Models

ALTERNATE FUNDING #1

(User defined)

$40/suite/month

STATUTORY FUNDING

(min. requirements)

Max $23/suite/month



Example Building – Funding Models

ALTERNATE FUNDING #2

(User defined)

$75/suite/month

ALTERNATE FUNDING #3

(User defined)

$96/suite/month



BAM Software – Review of Funding Models

Alternate #1

$40/mth/unit

Alternate #2

$75/mth/unit

Alternate #3

$96/mth/unit



Discussion on Legislated Minimum Funding

Legislation mandates a minimum level of funding for the CRF.

Based on value of operating budget 

If CRF balance is less than 25% of operating budget the strata 
must contribute the lesser of:

10% of operating budget value

OR

Sufficient funds to raise CRF balance to 25% of operating 
budget



Funding Models – Discussion on Minimum Funding

Operating budget = $60,000

25% of operating budget = $15,000

10% of operating budget = $6,000

Current CRF contribution = ???



Other Funding Options

Alternate monthly contributions?

Minimum/maximum CRF balances?

Inflation of contributions?

Phasing of projects?

Bundling of projects?



Questions & Discussion




