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July 8, 2013 
 
 
Strata Corporation KAS973 
c/o Kelowna Condominium Services Ltd. 
Suite 215-1511 Sutherland Avenue 
Kelowna, BC   V1Y 5Y7  
 
Attention:  Greg Smart, Strata Manager 
 
Dear Mr. Smart: 
 
Re: Depreciation Report - The Lexington, Strata Corporation KAS973 
______650 Lexington Drive, Kelowna, British Columbia________________________________ 


 
Pursuant to your request for a Depreciation Report of the above described strata development, I have 
prepared the attached report for the consideration of Strata Corporation KAS973 operating as The 
Lexington.  This Depreciation Report, also commonly known as a Reserve Fund Study; describes the 
reserve fund concepts and major reserve fund items.  It provides current and future replacement reserve 
estimates and recommends reserve fund actions.  The effective date of this report is May 29, 2013, 
updated July 8, 2013. 
 
A Depreciation Report is a financial planning tool and should be viewed as such.  A study of this nature is 
subject to constantly changing circumstances and should be reviewed in detail annually and updated, at a 
minimum, every three years, as mandated by the Strata Property Act Regulations.   
 
In my opinion the current reserve fund position of The Lexington is below its optimum level despite the 
prudent practices of the Strata Corporation.  This report presents three options for the consideration of the 
Strata Council.   
 
Option 1, the option we recommend, involves eliminating the current deficiency over the next 30 years 
by making regular reserve fund contributions starting at $60,000, increasing 2.5% per year, up to year 15 
and leveling off at $87,000 for the remainder of the 30 year model.  This figure closely matches the 
optimum annual reserve fund contribution as noted in our Benchmark analysis.  However, this 
contribution level is not sufficient to eliminate the deficit.  Therefore, our recommended annual 
contributions are augmented by periodic Special Levies.  Based on our assumptions, the first special 
levies are required in 2019-2022 (years 7-9) at $80,000 per year.  A second similar levy is scheduled in 
year 12.  Two additional levies are required in years 2032 and 2042 (years 20 and 30) for $85,000 each 
year. This equates to $1,143 per unit, on average, for each of first four years of levies and $1,214 for each 
of the last two levies.   
 
Based on our projections, the cash balance would build steadily towards the long term goal.  According to 
our estimates, it currently sits at approximately 20% of the optimum reserve, and therefore is not optimal, 
however it is not far off the legislative requirements of 25% of the operating budget.   
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Our calculations assume you can achieve an average rate of return of 2.0% on the reserve funds held on 
account.  According to the strata council, a new investment strategy is being explored to increase the 
average yield on investments held on account - a higher "savings" rate can have a significant effect on 
required contributions.  According to the strata council, the investments are expected to yield 
approximately 2%, which is higher than the current rate of 1.25% on average.  Our estimates reflect the 
anticipated performance of the investments at 2%. 
 
In this model, the combination of regular contributions and special levies should be sufficient to reach a 
model at the end of the 30 years which is approximately 80% of the optimum fully funded model.  The 
reserve fund will be in a strong cash position of just over $1,216,000 in the account at the end of the 30 
year cycle, for funding repairs that will not occur until after that time frame.  Per the Strata Property Act 
Regulations, two additional funding models are presented for the consideration of the Strata Corporation.   
 
Option 2 involves lowering annual contributions, increasing steadily at 2.5% until year 15.  This is also a 
Special Levy option; however, the goal is to target a closing cash position that is 70% of optimum.  The 
difference between Option 1 and 2 is lower annual contributions with higher Special Levies at the 
beginning of the model and lower levies for the last two special assessments, leading to a different end 
result for the 30 year model.  Higher special levies are required to manage the capital expenses in years 8-
10 and then again in year 12.  Year 14 is at risk of a negative opening balance if the special levy is not 
increased from the Option 1 model.  Instead of reaching an 80% level at the end of 30 years it will reach a 
level of approximately 70% of the optimum full funding. 
 
Option 2 requires special levies of $100,000 in each year of 2019-2021, (years 7-9) and again in 2024 
(year 12), equating to ($1,429 per unit, on average for each of the four years) and two additional levies of 
$88,000 in 2032 and 2042 (years 20 & 30).  This suggested levy contribution equates on average to 
$1,143 (per year, per unit).  This option would leave the fund in a poorer state than Option 1, with a 
closing balance of $1,068,000 cash on hand, compared to a reserve requirement of approximately 
$1,520,000.  A reserve deficit would persist throughout the model and would be approximately $452,000 
at the end of the 30 years.  This strategy provides initial lower annual reserve contributions, as an 
offsetting factor.   
 
Option 3 also involves lowering annual contributions, increasing steadily at 2.5% until year 15 where 
they level off.  This is also a Special Levy option; however, the goal is to target a closing cash position 
that is 60% of optimum.  The initial annual contributions are lower than both Option 1 and 2 with a 
significantly higher Special Levy at the beginning of the model, a similar levy in year 12 and two 
additional levies in year 20 and 30.  Similar to Option 2, higher special levies are required to manage the 
capital expenses in years 8-10 and 12 and to avoid a negative cash position.  
 
Option 3 requires special levies of $120,000 in 2019-2021, (years 7-9), and again in year 12, equating to 
($1,714 per unit, on average for each of the four years) and two additional levies of $95,000 in year 20 
and year 30.  This suggested contribution equates on average to $1,357 (per year, per unit).  This option 
would leave the fund in a poorer state than Option 2, with a closing balance of $911,000 cash on hand.  A 
significant reserve deficit would persist throughout the model.  This strategy provides initial lower annual 
reserve contributions, as an offsetting factor.   


 
Any of these models can be customized based on a wide variety of background assumptions.  We would 
be happy to present additional modeling, if you think it would be beneficial for discussion purposes. 
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Summary Comparison of the Three Options: 
 


Option 1 Contribution Levy $ Avg. $ 
Per Unit 


80% Funding $60,000-$87,000  $857-$1,243 


Levy Years 7-9 Three Years $80,000 $1,143  
per year 


Levy Year 12 One Year $80,000 $1,143 


Levy Years 20- One Year $85,000 $1,214 


Levy Year 30 One Year $85,000 $1,214 


 
Option 2 Contribution Levy $ Avg. $ 


Per Unit 


70% Funding $55,000-$80,000  $786-$1,143 


Levy Years 7-9 Three Years $100,000 $1,429 
per year 


Levy Year 12 One Year $100,000 $1,429 


Levy Year 20 One Year $80,000 $1,143 


Levy Year30 One Year $80,000 $1,143 


 
Option 3 Contribution Levy $ Avg. $ 


Per Unit 


60% Funding $50,000-$70,000  $714-$1,000 


Levy Years 7-9 Three Years $120,000 $1,714 
per year 


Levy Year 12 One Year $120,000 $1,714 


Levy Year 20 One Year $95,000 $1,357 


Levy Year30 One Year $95,000 $1,357 


 
We appreciate the opportunity of performing this reserve fund study for you.  If you have any questions, 
please do not hesitate to contact the undersigned. 
 
Respectfully submitted, 
 
KENT-MACPHERSON 
 
 
__________________________________ 
D. Allan Beatty, AACI, P.App 







5 


 


 


Table of Contents 
 
 Page 
 
Title Page 1 
Letter of Transmittal 2 
Table of Contents 5 
Executive Summary of Facts and Conclusions  6 
Reserve Fund Estimates 7 
Recommendation  8 
 
 
Part I - General Information 10 
 
Intended Use and Intended Users 10 
Purpose of a Depreciation Report 10 
Strata Bylaws 10 
Property and Boundaries  12 
Scope of Investigation 12 
Common Property and Limited Common Property 13 
Depreciation Report- Definitions and Concepts  14 
Reserve Fund Projection Factors  15 
 
 
Part II - Descriptions 18 
 
General Description  18 
Observed Condition and Maintenance History 22 
 
 
Part III - Reserve Items: Description and Estimates 24 
 
Reserve Items - Principles and Concepts  24 
Reserve Fund Item Descriptions  26 
Reserve Fund Estimates Benchmark Analysis 45 
30 Year Cash Flow Projections - With Special Levies 80% funding level 49 
30 Year Cash Flow Projections - With Special Levies 70% funding level 52 
30 Year Cash Flow Projections - With Special Levies 60% funding level 53 
 
 
Part IV 54 
 
Limiting Conditions 54 
Certification  55 
 
 
Part V – Addenda 56 
 
(A)  30 Year Cash Flow Spreadsheets - With Special Levies 70% funding level 56 
(B)  30 Year Cash Flow Spreadsheet - With Special Levies 60% funding level 58 
(C)  Excerpts from Strata Act Legislation  60 
(D)  Strata Plans 63 
(E)  Qualification 69 







6 


 


Executive Summary of Facts and Conclusions 
 
 
This executive summary has been prepared as a quick reference of pertinent facts and estimates of this 
Depreciation Report, and it is provided as convenience only.  Readers are advised to refer to the full text 
of this Reserve Fund Study for detailed information. 
 
Client:     The Lexington Strata Corporation, KAS973     
 
Date of Inspection:  Date:  January 16, 2013      
 
Effective Date of Report: Date:  May 29, 2013, updated July 8, 2013.   
 
Property/Location:  650 Lexington Drive, Kelowna, B.C.   
 
 
Depreciation Elements  Building - Structural and Architectural 
 


• Superstructure and Foundation Walls 
• Building Envelope - Exterior Walls  
• Windows (Clubhouse) & Doors 
• Roof Cover 


 
Common Amenities and Facilities  


 
• Flooring 
• Interior Finish 
• Furnishing and Decorating 
• Pool and Hot Tub 


 
Building Systems - Mechanical, Electrical and Utilities 


 
• Plumbing 
• Electrical 
• H.V.A.C. 
• Life Safety & Access Systems 


 
Site Improvements – Grounds 
 
• Water and Sewer Supply System 
• Landscaping and Irrigation 
• Roadways, Curbs and Surface Parking  
• Fencing 
• Patios and Clubhouse Courtyard 


 
Professional Fees 
 
• Depreciation Report Update & Building Envelope Inspections 
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Reserve Fund Estimates 
 
 


Current Replacement $1,540,657


The estimated costs of replacing reserve components at current prices.


Future Replacement Costs $2,139,287


The estimated costs of replacing reserve components at future prices.
 
Current Reserve Fund Requirements $788,651


Reserve funds required today, considering the estimated effective age of 
the components or improvements.


Future Reserve Fund Accumulation $1,022,389


The current reserve requirements invested at the projected interest rate 
over the relevant time period.


Future Reserve Fund Requirements $1,116,898


The shortfall between the future replacement cost estimate and the future
reserve fund accumulation.


Annual Reserve Fund Assessments $77,676


Annual amount required to be paid into the reserve fund and to be invested
at the projected interest rate to fund the future reserve requirements.


Reserve Fund Makeup Contribution By Special Levy


Annual makeup contribution required, to fund the shortfall of the reserve
fund requirements, to be paid into the reserve fund and to be invested
at the projected interest rate to fund the future reserve requirements.


Total Annual Reserve Contribution $60,000-$87,000
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Recommendation 
 
 
The Lexington Strata Corporation has a reserve fund position projected to reach $153,000 as of the end of 
the current fiscal year.  While this is well in excess of the legislated requirement (which is 25% of annual 
operating budget), our model suggests that this balance should be more in the order of $788,650 if the 
contingency reserve had been fully funded throughout the past life of the project.  To make up this 
shortfall, we recommend higher annual contributions augmented by periodic special levies.  The 
following recommendations include the recognition of the current reserve fund position, the condition of 
the property, and the various assumptions implied in this Depreciation Report.  A 30 year cash flow 
summary incorporating this recommendation appears on the following page. 
 
 1. A formal reserve fund plan and strategy should be prepared and implemented 


identifying the long term targets for the reserve account.  The current level of 
funding in the reserve account represents a cash balance well in excess of the 
requirements of the Strata Property Act, but will have to be increased going 
forward to avoid unacceptable deficit positions relative to the "optimum" reserve. 


 
2. We recommend the annual reserve fund assessment policy of the Strata 


Corporation be amended to provide for a total reserve fund contribution of 
approximately $60,000 increasing at 2.5% per year until it reaches year 15 where it 
levels off at $87,000 for the balance of the projection period.   


 
3. Reserve funds should be fully invested in qualified securities to earn the maximum 


interest available at all times.  Our figures are based on investment returns in the 
2.00% range, on average.  This reflects recent performance for investing the existing 
funds.  We recommend an investment strategy be developed to attempt to achieve a 
higher annual return on investment, particularly as the fund balance grows; this 
can have a major impact on required contributions and the amount of special levies. 


 
4. Reserve fund expenditures should be planned in advance of contemplated major 


repair or replacements, to the extent possible, to avoid "up-charges" for emergency 
repairs that cannot be delayed. 


 
5. The Reserve Fund Plan or Program should be reviewed annually and updated in 


accordance with observed conditions and repair or replacement experience, 
especially if an unexpected expense is incurred.  A statement of activities in the fund 
should also form part of the annual financial review of the strata. 


 
6. The schedules and underlying assumptions of the Depreciation Report should be 


reviewed every year and the Depreciation Report in its entirety should be updated 
every three years, in accordance with legislative requirements. 
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30 Year Cash Flow Summary of Recommendations 


 
 


Year Opening Recommended Special Inflation Interest % Annual Closing
Ending Balance Annual Levy Adjusted Earned Increase Balance


Contribution Expenditures 2.00% Decrease


2013 153,000 60,000 15,340 3,060 n/a 200,720       
2014 200,720 61,500 10,455 4,014 2.50% 255,779       
2015 255,779 63,038 16,035 5,116 2.50% 307,897       
2016 307,897 64,613 0 6,158 2.50% 378,669       
2017 378,669 66,229 116,280 7,573 2.50% 336,191       
2018 336,191 67,884 0 6,724 2.50% 410,799       
2019 410,799 69,582 80,000 17,530 8,216 2.50% 551,067       
2020 551,067 71,321 80,000 284,875 11,021 2.50% 428,534       
2021 428,534 73,104 80,000 194,255 8,571 2.50% 395,954       
2022 395,954 74,932 276,290 7,919 2.50% 202,515       
2023 202,515 76,805 31,885 4,050 2.50% 251,486       
2024 251,486 78,725 80,000 225,415 5,030 2.50% 189,825       
2025 189,825 80,693 174,110 3,797 2.50% 100,205       
2026 100,205 82,711 0 2,004 2.50% 184,920       
2027 184,920 84,778 71,545 3,698 2.62% 201,852       
2028 201,852 87,000 0 4,037 0.00% 292,889       
2029 292,889 87,000 0 5,858 0.00% 385,747       
2030 385,747 87,000 21,700 7,715 0.00% 458,762       
2031 458,762 87,000 0 9,175 0.00% 554,937       
2032 554,937 87,000 85,000 97,000 11,099 0.00% 641,036       
2033 641,036 87,000 39,890 12,821 0.00% 700,966       
2034 700,966 87,000 0 14,019 0.00% 801,986       
2035 801,986 87,000 0 16,040 0.00% 905,025       
2036 905,025 87,000 0 18,101 0.00% 1,010,126   
2037 1,010,126 87,000 137,925 20,203 0.00% 979,403       
2038 979,403 87,000 100,015 19,588 0.00% 985,976       
2039 985,976 87,000 27,350 19,720 0.00% 1,065,346   
2040 1,065,346 87,000 27,110 21,307 0.00% 1,146,543   
2041 1,146,543 87,000 47,660 22,931 0.00% 1,208,814   
2042 1,208,814 87,000 85,000 188,325 24,176 0.00% 1,216,665   
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Part I - General Information 
 
 


Intended Use and Intended Users 
 


This report has been prepared for the Strata Council (The Lexington Strata Corporation KAS973) and 
through them, the property manager for the subject complex and the strata unit owners.  Only those 
parties are recognized as intended users of this report, for the sole intended use of establishing a reserve 
fund strategy and plan.  Liability for unintended uses made of this document or to unintended users is 
expressly denied.  It is recognized that this document may be disclosed as part of “Form B” requests; 
however use of the report is still restricted to the intended users as outlined above. 
 
 


Purpose of a Depreciation Report 
 


The purpose of this Depreciation Report is to identify and estimate the replacement cost of the various 
reserve items and prepare reserve fund schedules and estimates of reserve requirements, as of May 29, 
2013.  
 
This Depreciation Report, which includes an analysis of the required reserve funding, complies with the 
Strata Property Act, and Regulations, including amendments up to B.C. Reg. 238/2011, December 14, 
Section 94.  The pertinent sections of the Legislation are provided in the Addenda, Section C.  The 
Regulation contains provisions that outline the items to be included in a Depreciation Report, as well as 
reporting requirements for the financial forecasting section, the qualifications of the person completing 
the report, and whether there is any relationship between the preparer of the report and the Strata 
Corporation. 
 
As a summary of these requirements, a physical component inventory of common property and limited 
common property is required, along with an estimate of its life expectancy, and an assessment of its 
current condition.  A minimum of three financial models are required, forecasting the future costs, 
considering the time period that reserve items will have to be repaired or replaced, which will occur at 
then-current prices.  The objective of the plan is to provide a framework for the Corporation to set aside 
sufficient funds to provide for such repairs and replacements when they are required.  In addition to the 
Act and Regulations, the Strata Bylaws are an important document in defining those common elements 
that the Strata Corporation is responsible for. 
 
It is also important to understand that the Depreciation Report is only one component of a Reserve Fund 
Strategy.  It provides options for the Strata Corporation to consider in formulating their strategy, and 
should not be considered as being conclusive on any given point or any specific strategy. 
 
 


KAS973 Bylaws 
 


Consolidated Bylaws: The Lexington-Strata Corporation KAS973.  Pursuant to the Strata Property Act of 
BC.  October 14, 2008.   
 
“The Bylaws of The Lexington, Strata Corporation KAS973, are the Standard Bylaws contained in the 
ACT, save and except to the extent that the same are added to or modified by these Bylaws”. 
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 * It is reported that the unit owners are responsible for their garage doors, skylights and the 
    glass in their windows (strata corporation is responsible for the window sill and casing on    
    the windows). Specific wording to this effect is not contained in the Bylaws. 
 
 
Standard Bylaws according to the Strata Property Act are outlined below. 
 
 


Division 1 — Duties of Owners, Tenants, Occupants and Visitors 
 


Repair and maintenance of property by owner 


2  (1) An owner must repair and maintain the owner's strata lot, except for repair and maintenance that is the 
responsibility of the strata corporation under these bylaws. 


(2) An owner who has the use of limited common property must repair and maintain it, except for repair and 
maintenance that is the responsibility of the strata corporation under these bylaws. 


Division 2 — Powers and Duties of Strata Corporation 


Repair and maintenance of property by strata corporation 


8  The strata corporation must repair and maintain all of the following: 


(a) common assets of the strata corporation; 


(b) common property that has not been designated as limited common property; 


(c) limited common property, but the duty to repair and maintain it is restricted to 


(i)  repair and maintenance that in the ordinary course of events occurs less often than 
once a year, and 


(ii)  the following, no matter how often the repair or maintenance ordinarily occurs: 
(A)  the structure of a building; 
(B)  the exterior of a building; 
(C)  chimneys, stairs, balconies and other things attached to the exterior of a 
building; 
(D)  doors, windows and skylights on the exterior of a building or that front on the 
common property; 
(E)  fences, railings and similar structures that enclose patios, balconies and yards  


(d) a strata lot in a strata plan that is not a bare land strata plan, but the duty to repair and maintain 
it is restricted to 


(i)  the structure of a building, 


(ii)  the exterior of a building, 


(iii)  chimneys, stairs, balconies and other things attached to the exterior of a building, 


(iv)  doors, windows and skylights on the exterior of a building or that front on the common 
property, and 


(v)  fences, railings and similar structures that enclose patios, balconies and yards. 
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Property and Boundaries 
 
Description:  The subject strata comprises six phases with a total unit count of 70 residential units and 
one common clubhouse. 
 
Boundary Description:  The boundary description as contained on the strata plan is in conformity with 
the wording of the Act: 


Strata lot boundaries 


68  (1) Unless otherwise shown on the strata plan, if a strata lot is separated from another strata lot, the 
common property or another parcel of land by a wall, floor or ceiling, the boundary of the strata lot is 
midway between the surface of the structural portion of the wall, floor or ceiling that faces the strata 
lot and the surface of the structural portion of the wall, floor or ceiling that faces the other strata lot, 
the common property or the other parcel of land. 


(2) If a strata lot is not separated from another strata lot, the common property or another parcel of 
land by a wall, floor or ceiling, the boundary of the strata lot is as shown on the strata plan. 


(3) A boundary shown on the strata plan must be shown in a manner approved by the registrar. 


(4) Despite subsections (1) to (3), but subject to the regulations, in the case of a bare land strata 
plan, the boundaries must be shown on the strata plan 


  (a) by reference to survey markers, and 


  (b) in compliance with rules, if any, made under section 75 of the Land Surveyors Act for  
  the purposes of this section. 


 
 


Scope of Investigation 
 


A site review on the subject property was completed on January 16, 2013.  Architectural drawings were not 
available for the site; therefore strata plans and visual assessment of the development were relied on for 
quantification.  A thorough interior and exterior inspection was also completed of the common area 
property including the clubhouse, landscaped areas, fences, parking, gates and roadways.  This provided 
an opportunity to view the state and condition of many of the items that are the subject of this report.  The 
strata documents and available financial statements and/or budgets were also examined.  Any additions or 
improvements made by unit owners to their respective strata lots are not included in these estimates.  
Documentation provided by the strata corporation includes the recent history of the contributions to and 
the transfers from the reserve fund as well as various documents including: 
 


 Bylaws for Strata Corporation   
 Balance sheet as of August 2011, 2012 and March 2013. 
 Operating budget for 2013 
 AGM Minutes October 2011 and 2012. 
 Insurance Appraisal September 2010. 


 
Cost data have been investigated, using construction cost services, modified as to time, location and 
quality of construction.  Where such data was incomplete, contractors and suppliers were interviewed 
with respect to local conditions and costs of similar repair projects. 
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Conditions and Assumptions 
 
In estimating various reserve items, certain assumptions are made in respect to structural and non-
structural repairs and replacements.  For example, reserves for exterior walls, most structural repairs, 
replacements of mechanical and electrical components are difficult to predict and quantify, particularly 
the exact timing that such repairs or replacements will be required.  The only reasonable approach is to 
provide an approximate time frame and in some cases contingency estimates, where replacement of an 
entire system may not be required.  Where contingency allowances are made, they are described as such, 
so that the reader of the report is clear on the basis of how these costs were estimated.  
 
Reserve fund estimates are subjective and based on an understanding of the life cycle of building 
components and experience gained from observing buildings over a 30 year period.  It must be 
appreciated that reserve fund budgeting and projections are not exact sciences.  They are, at best, prudent 
provisions for most contingencies, if, as and when they arise.  Reserve fund requirements are subject to 
change and must be reviewed and modified over time, not less than every three years. 
 
In essence, the corporation should adopt a long-term policy regarding reserve fund allocations that must 
be flexible to accommodate changes in reserve fund requirements in the future.  Moreover, the 
corporation should consider the different options available to fund replacement and repair of common 
property - whether the best option for their unit owners is a fully funded reserve, or some combination of 
prudent contingency contributions and special levies or accessing credit (borrowing to complete major 
repairs) when large expenses are required. 
 
 
Insurance Repairs 
 
Insurance should cover the buildings and improvements against numerous perils, but it is not intended to 
be a maintenance program.  The difference between an insurance claim and maintenance repairs is not 
always clear, and it can result in prolonged disputes.  For example, an unexpected sewer cave-in and 
resulting back-up is a legitimate insurance claim, and as such, it should be covered by the insurance 
policy subject to the stated deductible, whereas the deterioration of a catch basin and sewer connection, 
which caused a cave-in resulting into a sewer back-up, is a building repair expense. 
 
 


Common Property and Limited Common Property 
 
The Strata Act defines common property as  


(a)  that part of the land and buildings shown on a strata plan that is not part of a strata lot, and 


(b)  pipes, wires, cables, chutes, ducts and other facilities for the passage or provision of water, sewage, 
drainage, gas, oil, electricity, telephone, radio, television, garbage, heating and cooling systems, or other 
similar services, if they are located 


(i)  within a floor, wall or ceiling that forms a boundary 


(A)   between a strata lot and another strata lot, 
(B)   between a strata lot and the common property, or 
(C)   between a strata lot or common property and another parcel of land, or 
 


(ii)   wholly or partially within a strata lot, if they are capable of being and intended to be used in 
connection with the enjoyment of another strata lot or the common property; 
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Limited common property is common property designated for the exclusive use of the owners of one or 
more strata lots such as balconies/patios.  These elements may technically be the responsibility of the 
strata owner to maintain and repair.  However, many strata corporations maintain control over these 
elements to ensure a consistent and timely approach is taken to repair and refurbish these components, as 
well as to preserve the look of the project.  At times, this is a prudent course of action to ensure that a unit 
owner's failure to act will not affect other units.  It is noted that balconies are the responsibility of the 
subject strata corporation, whereas in some projects this limited common property is the responsibility of 
the unit owner. 


 
 


Depreciation Report - Definitions and Concepts 
 


A Depreciation Report is a financial document, and as such should be viewed as a guide to planning 
budgets and maintenance programs, and unlike a technical audit, it does not deal with detailed technical 
matters.  Rather, this document takes a business approach to reserve fund management. 
 
This Depreciation Report comprises the following elements: 
 


(1) identifies the reserve components, their quality, normal life span and present condition; 
 
(2) provides a current replacement cost estimate including the cost of removing worn-out 


items and special safety provisions; 
 
(3) projects the useful life of components that will require replacement in terms of remaining 


serviceable years; C O R P V A L U A T I O N S L T D  
 
(4) projects future replacement costs at an appropriate and compounded inflation rate; 
 
(5) projects the value of current reserve funds compounded at a long term interest rate; 
 
(6) calculates current reserve fund contributions required and to be invested in 


interest bearing securities. 
 


The salient estimates and conclusions of this Depreciation Report are contained in the various schedules 
that appear at the end of the report, and summarized in the Recommendations section.  Any 
recommendations are for guidance to management and the strata council. 
 
In estimating replacement reserves, the component method of valuation is used.  Reserve items consist of 
building or site components, such as roof systems, exterior walls, pavement and sidewalks, each of which 
has a limited life span, and therefore, must be repaired, replaced or periodically upgraded to maintain the 
property in suitable condition. 
 
Replacement cost estimates are based on the assumption of using quality materials, as specified or built, 
using union labour and current construction techniques, and including contractors' overhead and profit.  
No allowance is made for premiums related to overtime, labour shortages or work stoppages during repair 
projects that may affect costs. 
 
In estimating the life span of the various components, physical deterioration, functional obsolescence and 
environmental factors are considered.  In measuring the reserve requirements, depreciation tables and 
normal life span experience records are combined with personal experience and observation, reference to 
cost guides and discussions with contractors to formulate the most likely scenario for component 
replacement. 
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Demolition and Disposal Costs 
 
The estimates include provisions for demolition and disposal costs including dumping fees, where 
applicable.  These costs have been rising in recent years.  Particularly, dumping of certain materials has 
become problematic and very costly.  It appears that certain codes and environmental regulations will 
become more stringent in future years, all of which will further increase disposal costs. 
 
Structural Deficiencies  
 
While not expert in engineering matters, we did not observe any signs of structural deficiency in our 
inspection of the subject property, nor were any deficiencies brought to our attention by on-site personnel 
that require immediate attention.  The reserve fund plan provides for periodic technical inspection of the 
building envelope, and certain mechanical equipment to ensure that any potential structural issues can be 
identified and remediated as and when appropriate, to avoid further deterioration. 
 
 


Reserve Fund Projection Factors 
 
Historically, building costs have been rising at various rates from year to year, depending on business 
cycles, economic conditions, interest rates, etc.  In boom periods, cost increases were fairly pronounced, 
whereas in recessionary times, cost increases were only nominal or costs even declined.  Analyzing long 
term cost increases, construction cost indices were examined as well as consumer price indices related to 
building construction.  
 
The most recently available data on average annual cost increases are from the two most well respected 
construction cost guides, the Marshall and Swift Cost Manual, and R.S. Cost Manual for the BC Interior 
Region are summarized as follows: 
 
 


Source 
 


Marshall and Swift RS Means Canadian Average 


Past Year 2.0% Not reported for full year 3.8% 
Past 2 Years 3.0% 1.6% 4.0% 
Past 5 Years 3.6% 2.6% 3.2% 


Past 10 Years 3.5% 3.4% 3.6% 
 
 
Consideration was also made of the widely quoted Consumer Price Index (CPI), which measures the cost 
of a basket of consumer goods.  Sub-Indexes of the CPI do deal with construction costs, and publish 
them for a number of Canadian centers, including the BC region.  More specific to non-residential 
construction, cost trends are reported for the Vancouver metropolitan region, which is the closest figure 
to Kelowna.  Construction costs in the interior region tend to lag slightly behind the lower mainland, 
with the exception of the 2004 through 2008 period, when price increases were similar. 
 
Statistics Canada Cost Index 
 


 20 years from 1993 to 2012   3.01% 
 15 years from 1997 to 2012   3.41% 
 10 years from 2002 to 2012   3.87% 
   5 years from 2007 to 2012  -0.74% 
   2 years from 2010 to 2012   2.60% 
   1 year from 2011 to 2012   3.40% 







16 


 


These numbers indicate that the trend of construction inflation rates over the past 20 years has varied, 
but the trend appears to be increasing. The significant cost fluctuations over the most recent past 
reflected in the Stats Canada index include the Olympic "bubble" in the Vancouver area that affected 
construction cost trends leading up to 2007.  Statistics Canada indicates a 13% correction in construction 
costs, due in part to less influence from the Olympic boom, coupled with the economic meltdown in 
2008 and 2009 that affected capital markets.   
 
Judging by the overall construction cost trends, one may conclude that the longer term rate of inflation in 
construction will continue to increase over the foreseeable (short-term) future.  However, the most recent 
experience shows rates below the 20 year average.  The one, two and five year figures for the interior 
region (Marshall and Swift and RS Means) average just over 2% per year.  We have adopted the rate of 
2.25% for annual inflation in calculating the future replacement costs. 
 
Interest Rates 
 
Investment income can be a significant and increasing source of revenue for reserve funds, and therefore, 
it is imperative that reserve funds are continuously and prudently invested. 
 
Reserve fund investments must be directly or indirectly guaranteed by governments. Bank deposits and 
various investment instruments such as GIC’s are insured by the Canada Deposit Insurance Corporation 
up to a maximum of $100,000, covering principal and interest. These are generally considered low risk 
and an acceptable vehicle for the investment of funds held on reserve.  However, a sound investment 
strategy also matches expected capital requirements with maturity dates of investments to ensure there is 
cash on hand at the appropriate time. 
 
The ability of Strata corporations to earn the highest rate of interest available in the marketplace, given 
the restricted conditions of investments, depends on the expertise of financial management and the 
amount of available funds for investment. Therefore, the reserve fund planner must consider 
management policies, the historical investment performance and the size of the reserve fund available for 
investment. 
 
In selecting an appropriate interest rate for reserve fund investments for a particular Strata corporation, 
the balance of the reserve fund is the most critical consideration as it dictates investment options and 
their corresponding interest rates.  Investment opportunities are widely advertised, ranging from bank 
deposits, term deposits and guaranteed investment certificates (GICs) to money market instruments and 
government bonds. 
 
The following are investment returns achievable for corporations, with low thresholds for minimum 
deposit amounts, but variable depending on the term of investment: 
 


Term    Interest Rates 
 


1 Year    1.75% 
2 Year    2.10% 
3 Year    2.22% 
5 Year    2.50% 
7 Year    2.85% 
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The recent trend in bond and GIC rates is near record low interest rates where they are expected to 
remain for the foreseeable future.  A cogent benchmark is Government of Canada Bond yields, recently 
reported at 1.10% for a one to three year issues, up to 1.6% for a seven year issue.  New bonds are 
offered at 1.0% for 2 years, up to 3.50% for seven years. GIC rates, which, depending on the selected 
maturity generate a range in rates from 1.35% to 2.25% (per GIC Direct as of May 2013) for terms of 
one to five years.  
 
Maintaining a fairly conservative strategy, a rate of 2.00% should be achievable.  Our estimates reflect the 
anticipated performance of the investments at 2%. based on the new investment strategy that is being 
undertaken by the strata council. 
 
 
Inflation Rate 2. 25% 
Interest Rate 2.00% 
 
Reserve fund projections should be regularly reviewed to adjust for changes in inflationary trends and 
investment returns, as they significantly impact long term reserve fund requirements. 
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Part II - Descriptions 
 
 


General Description 
 


 
 


 
 
Building areas and dimensions were obtained from the strata plans conducted on the subject development, 
as well as on-site measurements. 
 
The subject strata comprises six phases consisting of 62 residential buildings: 46 one storey single family 
dwellings, eight (8) one and a half storey single family homes, three (3) one storey duplexes, three (3) one 
and a half storey duplexes and two (2) mixed duplexes (comprised of one and one and a half units). The 
total unit count is 70. There is a detached clubhouse at the south central area of the development. 
 
 


Buildings 
 
 


Typical One Storey Dwelling  
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Typical One and a Half Storey Dwelling  
 


 
 
 


Typical One Storey Duplex 
 


  
 
 


Typical One and a Half Storey Duplex 
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Typical Mixed Duplex 


 


 
 
 


 
Project Data 


 
Total Building Area  162,062 square feet  
Exterior Wall Area (Common Areas) 99,500 square feet  
Exterior Wall Surfaces Stucco 
Patio, Courtyards and Driveways  47,401 square feet 
Roofing Surfaces Concrete Tile, Torch On 
Landscaping  Maturing sod, trees and shrubs, with irrigation 
Heating System Roof Top HVAC 
Air Conditioning System Make Up Air Handling Unit 
Hot Water Tank 75 gallons 


 
 
 
Basic Construction Components 
 
Site Plan 
 
Strata plans have been placed in the Addenda. 
 
Excavation and Foundations 
 
The residential townhomes are built on concrete slab on grade with concrete grade beams and footings 
(assumed) with crawl space foundations. 
 
Building Structure/Exterior Walls 
 
Wood frame exterior wall structure and stucco finish with metal soffits under covered entryways.  
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Exterior Windows and Doors 
 
Double glazed, sealed window units.  A mixture of insulated metal and glass French doors.  Units each 
have an automatic overhead garage door.  Main exterior doors to clubhouse security controlled with 
double French doors as well as single and double metal doors.  Large glass sliding doors in the pool area. 
Interior offers solid and hollow core doors.  It is reported that unit owners are responsible for the 
glass of the exterior windows while the strata is responsible for the window framing/sills on original 
windows.  A window frame repair program is in place which will eventually replace all window frames 
within the development. 
 
Roof Construction  
 
All units are constructed with wood frame flat torch on roofs with partially pitched concrete tile roofing 
sections.  Approximately 60% of the roof surfaces are flat.  The remaining flat roofs that were not 
previously done were replaced in approximately 2006/2007 with a ten year guarantee torch on roofing 
product.  A special levy was applied. 
  
Interior Construction  
 
Wood frame construction, with gyproc wall and textured drywall ceiling finish.  The eastern portion of 
the clubhouse offers a large common room with vaulted ceiling and large suspended acoustic tiles. 
Adjacent areas include a games room, library, fully equipped kitchen, 2 piece bath and closet. Audio 
visual and surround sound system in common area next to gas fireplace.   
 
The majority of the common area has carpet and vinyl flooring with laminate flooring located in the 
bathroom.  Vinyl flooring is located in the games and dance floor areas of the common room.  Wall to 
wall flooring is located in the remainder of the common areas.  
 
The western portion of the clubhouse offers tile flooring located in the main entry, hall, change rooms, 
and pool decking areas.  A fully equipped fitness room is located adjacent the pool area.  The workout 
area offers wall to wall carpeting.  
 
Additional furnishings are located throughout the library, games room and common room area, with a 
number of folding table and chair sets, easy chairs and sofa.  Billiards table and shuffle board in the 
games and common room.   The interior walls are painted drywall.  The interior of the clubhouse was 
reported to have been re-painted in 2008-2009 with a special levy applied. 
 
The clubhouse has an attached pool facility. The area is enclosed with large glass windows with sliding 
glass doors on both east and west sides, with access to the side and rear patio areas.  The deck area is 
finished with ceramic tile.  It has been reported that the pool is scheduled to be re-painted in 2014.  
Adjacent exterior rear patio area has a sunken hot tub, covered barbeque area and shuffle board slab.  It is 
reported that hot tub skimmer requires repairs and will be scheduled during this fiscal year. 
 
HVAC 
 
HVAC unit provides heating and cooling with ventilation distribution though a make-up air unit and a 
roof top compressor.  The roof top compressor needs replacement and is scheduled for this fiscal year.  
 
Plumbing 
 
Standard plumbing fixtures in the kitchen, change rooms and bathroom. 75 gallon hot water heater.    
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Electrical 
 
Standard electrical type lighting and electrical.   
 
Patios 
 
Patio off pool to the west, large courtyard area at clubhouse rear.  Concrete patios at the rear of each unit.  
 
Landscaping and Site Improvements 
 
The subject site is extensively improved with concrete curbs and internal paved roadways, and light 
standards throughout and guest parking areas.  Three spaces in the east RV parking lot were scheduled for 
repaving due to a collapse and settling of the road surface in this area.  Paving repair was noted to be an 
every other year event given the extensive paved surfaces in the complex.   Seal coating and re-painting 
the lines in the visitors parking areas was completed approximately six years ago. 
 
The site is improved with various perennial plants, flower beds along with a variety of mature trees, and 
shrubs.  Many rear yards back onto common grass sod green space with an abundance of trees.  A 
courtyard is located at the rear of the clubhouse and lined with shrubs.  Landscape areas are irrigated with 
underground irrigation.  Four large trees were reported removed in the past four years.  The landscaping 
along Lexington Drive was replaced in 2011with a special levy applied. 
 
The development perimeter is fenced with stone along the south and east walls with wood to the west 
boundary and chain link fencing bordering the creek area to the north. The perimeter is secured with a 
double entry system and two front gates with pedestrian access.  The wooden fence is scheduled for repair 
and re-painting in 2013 and the caps will be replaced on the perimeter wall.  The front entrance of the 
complex has a new brushed aluminum sign and a new directional sign inside the front gate. 
 
Underground Services 
 
Water distribution lines located throughout the site, along with storm water collection and sanitary sewer 
lines.  Electrical distribution lines are also underground. 
 
Quality of Construction 
 
Quality of construction is considered to be above average. 
 
 


Observed Condition and Maintenance History 
 


Management Policy 
 
Discussions with the Property Manager indicate that the strata council is currently operating under their 
own bylaws and the Strata Property Act, (1998).  Most strata corporations establish their own specific 
bylaws to outline key areas related to the division of responsibilities between the Corporation and 
individual unit owners.   
 
We have examined the bylaws of Strata KAS973 and found the majority of the items to be in line with 
standard bylaws as compared to similar strata developments, however it is noted that the unit owners are 
reported to be responsible for their garage doors, skylights and the glass in their unit windows (the strata 
is responsible for the window framing/sills of original windows). 
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Financial statements indicate that reserve fund contributions of $30,000 have been made for the past few 
years.  The budget for 2012 to 2013 provides for another $30,000 to be contributed this year.  The 
Contingency Reserve as of March 2013 was indicated to be at approximately $141,187, which with the 
remaining contributions for this fiscal year has the reserve fund with a closing balance estimate of 
$153,600 for the end of this fiscal year. 
 
Financial statements also indicate that some cash is carried in the contingency to ensure there is cash on 
hand for any immediate or unexpected expenses.  The bank statements also indicate that existing reserve 
funds are in a $50,000 GIC that carries an expiry date of June 2015.  
 
We were not provided with the investment policy; however, we do note that the funds are held on deposit 
with the Bank of Montreal and are below the insured limits, indicating a very solid approach to the 
investment of the existing contingency funds.  The rate of return within the accounts has not been 
confirmed however from the balance sheet it appears that the rate is less than 1%. 
 
 
Historical Reserve Fund Operation 
 
It appears that contributions have been made to the Contingency Reserve account on a regular basis, with 
well reported withdrawals from the fund to pay for any replacement of repair of common area facilities.   
Special levies appear to be the trend for the Strata Corporation for large scale expenses. For purpose of 
the reserve fund estimates, an opening balance at the end of the current fiscal year of $153,000 is used in 
the calculations. 
 
 
Project Condition 
 
The subject project is rated as above average in terms of its physical condition.  The exterior closure of all 
buildings that fall under the common property definition were noted to be in good condition with no 
apparent concerns for immediate repair or replacement.  The same can be said for the interior of the 
buildings, as well as furnishings, and fixtures.  The makeup air unit in the pool area is reported to be 
running continuously and will require repair.  The roof top HVAC compressor needs replacement and is 
scheduled for this fiscal year ($7000+).  The hot tub skimmer requires maintenance (reported at $3000). 
 
 
Site Improvements 
 
The internal roadways and curbs were observed to be well maintained.  The roadway was seal coated 
approximately five years ago.  Significant crack sealing of the roadways is evident.  The roadway will 
likely require resurfacing within the next ten years.  The RV parking area requires a small portion to be 
re-surfaced due to a cave in.  Council reports that no sink hole is present.   
 
On-site personnel indicate the wooden fence was repaired and re-painted in 2012 and the caps were 
replaced on the perimeter wall.  There is ample evidence of ongoing repair and preventative maintenance, 
which the on-site management should be complimented for. 
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Part III - Reserve Items - Description and Estimates 
 
 


Reserve Items - Principles and Concepts 
 
Definitions 
 
In estimating reserves required for maintaining the building components and improvements at desired 
standards, the various reserve components, estimated replacement costs and project cost estimates are 
made in accordance with anticipated life spans.  Therefore, it is essential that the terminology and 
methodology are clearly understood. 
 
Reserve Item  Identification and description of the building component or 


improvement. 
 


Current Replacement Cost  The estimated cost of repairing or replacing an item at current 
prices including the cost of demolition and disposal. 
 


Expected or Normal Life Span  The estimated life expectancy of an item in terms of years under 
normal conditions. 
 


Actual Age  The chronological age of the project or reserve item expressed in 
years. 
 


Estimated Effective Age An observed condition estimate of improvements not necessarily 
the actual age, expressed in years. 
 


Remaining Life Span  The difference between the expected or normal life span and the 
estimated effective age of a reserve item. 
 


Projected Inflation  An estimated long-term inflation factor used in projecting cost 
estimates. 
 


Projected Interest Rate  An averaged long-term interest rate used in calculating interest 
earned from the investment of reserve funds. 


 
Current Replacement 
Reserves     The estimated cost of replacing a reserve item at current prices. 
 
Future Replacement Reserves  The estimated cost of replacing a reserve item at future prices, 


based on the projected long term inflation rate. 
 


Current Reserve Requirements  Reserve fund levels required today considering the estimated 
effective age of the improvements. 
 


Future Reserve Accumulation  The current reserve requirements invested at the projected 
interest rate over the relevant time period. 
 


Future Reserve Requirements  The shortfall between the future replacement reserves and the 
future reserve accumulation. 
 


Annual Reserve Assessment  Annual amount required to be paid into the reserve fund and to 
be invested at the projected interest rate to fund the future 
reserve requirements. 
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Component Analysis 
 
Once the requirements for existing and anticipated future repairs and replacements are formulated, an 
analysis is made of the current reserve account.  The stated policy/strategy that the Board is following 
with respect to annual contributions to the reserve fund account is also examined.  This analysis 
essentially matches the recent operations to the long-term requirement to set aside sufficient funds in 
order to meet all future obligations.  There are certain assumptions required in order to formulate the 
future reserve requirements, especially in those areas where it is difficult to forecast, with certainty, when 
some items will require repair or replacement.  In those cases, a contingency allowance has been made.   
 
There are also certain items that may require attention more than once over the 30 year forecast period.  
For example, scheduled replacement of common area floor coverings may well be required more than 
once over the period that this study covers.  Accordingly, the cost to complete this replacement must be 
included two or more times over the cash flow horizon, at a suitable cost to complete the replacement 
when it is expected to occur.  In other words, if the carpet is replaced every ten years, this event will occur 
several times through the study period.  Therefore, the amount of funds set aside for carpet replacement 
must respond to a number of events for the same item. 
 
Furthermore, certain components may not require replacement over the forecast period; however, they 
will require replacement at some point beyond that time frame.  The fund must be sufficient to also 
respond to those replacements while maintaining a relatively level annual contribution.  For example, a 
component such as the concrete tiles on the roofs may have a service life that is beyond the cash flow 
forecast period.  If this life span is 50 years, and the forecast covers a 30 year period, the concrete tiles 
will only have a life expectancy of 20 years at the end of the study period.  There must be sufficient funds 
in the reserve account to respond to such a replacement even though it doesn't occur within the forecast 
period.  Therefore, the commentary that follows covers all items that will normally be expected to be 
replaced or refurbished before the full life expectancy of the overall project is reached.  The fund is a 
combination of event-driven contingencies, plus an allowance for partially depleted building components. 
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Reserve Fund - Item Descriptions 
 


Reserve Component: (1) Superstructure & Foundation Wall


Unit Quantity: 63 Buildings Inc. Clubhouse


Unit Cost Estimate: $5,000


Replacement Cost Estimate: $5,000


Life Span Estimates: 5 Years
0 Years
5 Years


Reserve Fund Estimates: $5,000
$5,588


$0
$5,588
$1,090


(2) Future Replacement Cost:


Component Analysis: A small contingency allowance is scheduled every five years based on an
average of $5,000 per five year cycle. This would allow repair of any settlement cracks in foundation,
crawl space, basement floor slab or damage to wood frame members from settlement issues
scheduled every five years.


Structural and Architectural


This component includes the basic building framing, foundations and structural components of the
clubhouse and townhome units. Most of these components would be expected to last the entire life of
the building and should not require a reserve contribution unless some unexpected deterioration
becomes evident. The clubhouse is a wood framed pitched roof structure built on concrete slab on
grade with concrete grade beams and footings. The townhomes are a similar wood framed pitched
roof structure built on concrete crawl space foundation.  


Normal Life Expectancy:
Effective Age:
Estimated Remaining Life:


(1) Current Replacement Cost:


(5) Annual Reserve Assessment:


(3) Future Fund Accumulation:
(4) Future Reserve Requirement


average per 5 years
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Unit Quantity: 99,500 Sq Ft


Unit Cost Estimate: $1.60 per Sq Ft


Replacement Cost Estimate: $159,200


Life Span Estimates: 30 Years
17 Years
13 Years


Reserve Fund Estimates: $159,200
$212,601
$106,024
$106,577


$7,601


Component Analysis: There were no obvious deficiencies in these components at the time of
inspection. The fascia boards will be scheduled in 8 year intervals beginning in year 5. The stucco is
scheduled for re-painting in year 13 years which will coincide with the second fascia board re-
painting.  The stucco will not be scheduled again in this cycle.  To maintain the integrity of the building 
exteriors, periodic building envelope inspections should be conducted as a preventative maintenance
item. The cost for the inspections should come out of the Reserve Fund as part of professional fees.
A certain amount of re-caulking of windows and doors would be expected as part of this service. 


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Structural and Architectural
Reserve Component: (2) Building Envelope - Exterior Walls


This component comprises the exterior wall finishes only - doors and windows as part of the building
envelope are considered under a separate heading. The exterior finish will not require replacement
for many years. The stucco is expected to last up to 60 years, which is close to the total life
expectancy of the buildings. This item requires only a small contribution at this time for re-painting the
stucco at 25-30 year intervals. The wood elements and the fascia boards are typically re-painted
every 6-8 years depending on exposure to the elements.


Normal Life Expectancy:
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Unit Quantity: 187 #


Unit Cost Estimate: $900 Avg


Replacement Cost Estimate: $84,150 @ 50%


Life Span Estimates: 30 Years
17 Years
13 Years


Reserve Fund Estimates: $84,150
$112,377
$56,042
$56,334
$4,018


Component Analysis: On a cash flow basis, an allowance is made for a percentage of total doors
and windows that could fail earlier than their normal service life expectancy - 35% of the total will be
allocated as a $10,000 allowance for window frame repair is scheduled annually over the first three
years. 20% of the total cost for this item is scheduled for year 5, with the balance occurring at year
13. Both the failure rate and timing of these replacements could vary and therefore the replacements
in around the 13 year mark could be considered a contingency allowance.  


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Structural and Architectural
Reserve Component:  (3) Building Envelope - Windows and Doors


This reserve component is made up of several entities. The windows and doors of the clubhouse and
the window frames and exterior entry doors of the residential townhomes. The clubhouse doors
comprise the main entry doors, additional access doors off the foyer, common room, patios doors
from the pool area, mechanical room as well as interior doors to the various amenity rooms. For
reserve purposes, an average life span of 25 years is appropriate for doors, and 35 years for
windows, prorated at 30 years. It is estimated that at most only 50% of the windows and doors need
to be scheduled for replacement, as those with relatively lighter use will last indefinitely. A small
allowance will be made to accommodate the Window Frame Repair Program which is currently
underway with the strata. * Windows glass for the townhomes are the responsibility of the unit
owners as well as the garage doors.


Normal Life Expectancy:
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Unit Quantity: 106,000 Sq Ft


Unit Cost Estimate: $4.50 per Sq Ft


Replacement Cost Estimate: $477,000


Life Span Estimates: 18 Years
9 Years
9 Years


Reserve Fund Estimates: $477,000
$582,758
$285,030
$297,728
$30,522


Component Analysis: Normal life expectancies are expected for the roof cover in the case of the
subject property. Costs include removal of old roof cover prior to applying the new roofing material.
For contingency purposes equal allowances in years 8, 9 and 10 will be made to replace the current
torch on flat roofs over 3 years given the size of the development. The torch on roofs were replaced
in 2006/07 and have a 10 year guarantee. The torch on roof will be scheduled for replacement again
at the beginning of the next 30 year cycle.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Structural and Architectural
Reserve Component:  (4) Roof Cover - Torch On


A mixture of pitched concrete tile and torch on flat roofs exists within the development. As there are
two distinct styles of roofs within the development with substantially different life expectancies, they
will be managed as two separate roof components. A typical flat roof cover will last approximately
15-20 years. Many factors can influence the actual life such as the number of severe weather
events, severity of temperature changes between seasons as well as the initial installation. The normal 
life expectancy is taken from the mid range with the estimated average age of the flat roofs used for
the effective age.


Normal Life Expectancy:
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Unit Quantity: 63,700 Sq Ft


Unit Cost Estimate: $6.00 per Sq Ft


Replacement Cost Estimate: $126,126 @ 33%


Life Span Estimates: 50 Years
15 Years
35 Years


Reserve Fund Estimates: $126,126
$274,803
$58,446


$216,357
$4,966


Component Analysis: Normal life expectancies are anticipated for the roof cover in the case of
the subject property. Costs include removal of old roof cover prior to applying the new roofing
material. For contingency purposes, a repair allowance based on one third of the roofing cost is
projected for year 50. Some contingency allowance is made for non-warranty roof repair, at $30,000
(roughly 25% of the repair allowance) in year 25 of the projection period.


Structural and Architectural
Reserve Component:  (5) Roof Cover  - Concrete Tile


Concrete tile makes up approximately 40% of the roof surface within the development. A concrete
tile roof often comes with a 50 year warranty, with a life expectancy upwards of 80 years. Many
factors can influence the actual life such as the number of severe weather events, severity of
temperature changes between seasons and most critically with concrete tile is the quality of the
installation.  The warranty period has been used as the figure for the normal life expectancy.


Normal Life Expectancy:
Effective Age:
Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:
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Unit Quantity: 3,867 Sq Ft


Unit Cost Estimate: $6.25 per Sq Ft


Replacement Cost Estimate: $24,169


Life Span Estimates: 20 Years
17 Years
3 Years


Reserve Fund Estimates: $24,169
$25,837
$21,323
$4,514
$1,486


Component Analysis: Some of the expenditures in this category represents a discretionary item.
Carpets are scheduled for replacement every 15 years beginning in year 5 of the 30 year projection
period. 50% of the flooring allowance will be scheduled in year 5, another 25% in year 10 and the
remainder in year 15 to cover full replacement of all flooring. The remainder of the flooring will not
need further replacement until sometime after the current 30 year cycle has ended.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Common Areas and Facilities
Reserve Component:  (6) Flooring


The flooring in the clubhouse is considered under this component. The majority of the flooring is tile
in high traffic areas such as the hallways and washrooms. Carpeting is located in the exercise room,
games area and common room with vinyl tiles in the kitchen and laminate in the adjacent washroom.
The tile is expected to last upwards of 35 years. Carpeting is typically replaced every 7-10 years
however in low traffic areas has been observed to be in good condition after 20 years. Composite tile
has a life expectancy of approximately 20 years. Many factors including usage, regular maintenance
and original installation affect the longevity of flooring.  The flooring throughout the clubhouse appears 
well cared for which extends the overall life expectancy of the flooring component. A pro-rated life
of 20 years is used for modeling purposes.


Normal Life Expectancy:
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Unit Quantity: 17,000 Sq Ft


Unit Cost Estimate: $1.50 per Sq Ft


Replacement Cost Estimate: $25,500


Life Span Estimates: 15 Years
5 Years


10 Years


Reserve Fund Estimates: $25,500
$31,855
$9,624


$22,230
$2,101


Component Analysis: Some of the expenditures in this category represent a discretionary item.
Typically interior painting is completed on a seven to ten year interval, however the interior paint of
the clubhouse has well exceeded typical expectations and is not exposed to high traffic. The interior
of the clubhouse was repainted 4 or 5 years ago, therefore it will not require repainting for another 10
years. Re-painting will be scheduled twice in the next 30 years beginning in year 11 and then again in
year 26.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Common Areas and Facilities
Reserve Component:  (7) Interior Finish


This reserve component area consists of interior wall and ceiling finish of the clubhouse. Common
areas consist of painted gyproc walls and ceilings. The common areas include: a kitchen, large
common room, meeting room, games area, exercise room, three washrooms, foyer, extended hallway
and indoor pool area.  Cost is for re-painting the surfaces.


Normal Life Expectancy:
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Unit Quantity: 1 Allowance


Unit Cost Estimate: $30,000


Replacement Cost Estimate: $30,000


Life Span Estimates: 15 Years
5 Years


10 Years


Reserve Fund Estimates: $30,000
$37,476
$12,190
$25,286
$2,309


Component Analysis: It is impossible to predict accurately when some of these items will require
repair, refurbishment, or replacement. Due to the number of individual items that would come under
this category, an allowance is made in the cash flow statement, starting in year 10 of the 30 year
model at 5 year intervals.  The furnishing all appear to be in good condition.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Common Areas and Facilities
Reserve Component:  (8) Furnishing and Decorating


This reserve component includes decoration of the clubhouse, furnishings found throughout the
common areas, patio areas and equipment in the exercise room. Most of these expenditures represent
discretionary items, however, some are necessary to maintain the level of comfort and the
expectations of residents - the exercise room for example, will require fairly prompt replacement of
non-functioning equipment, however, a sofa might not require replacement with such urgency. This
category also includes equipment such as the barbeque, pool table, shuffleboard, television, built in
audio system and outdoor patio furniture.  


Normal Life Expectancy:
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Unit Quantity: 1 Allowance


Unit Cost Estimate: $40,000


Replacement Cost Estimate: $40,000


Life Span Estimates: 20 Years
5 Years


15 Years


Reserve Fund Estimates: $40,000
$55,848
$12,048
$43,800
$2,673


Component Analysis: For costing purposes, there are three different life cycles to the various
components. The skimmer for the hot tub requires maintenance and is assumed to be taken care of in
the current fiscal year however the pool lining requires re-painting and an allowance will be scheduled
in year one of the 30 year model. The overall costs for the three different sections are spread out in
three increments over the 30 year cycle; $5,000 in year 3 for filter systems, chlorinators and related
equipment, $15,000 in year 10 for heaters and heat exchangers and $15,000 in year 20 for tile deck,
structures for the pool and hot tub. 


Site Improvements
Reserve Component:  (9) Pool and Hot Tub


The pool and hot tub are in service year round. The indoor pool deck area is finished with large
ceramic tiles. Life expectancy for the filter systems, chlorinators and related equipment is estimated at
10 years. The additional equipment such as heaters and heat exchangers are rated for 20 years. The
deck area and the structures for the pool and tubs should be last indefinitely, however, some cost is
added for the 30 year life components for contingency purposes.


Normal Life Expectancy:
Effective Age:
Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:
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Unit Quantity: 12 #


Unit Cost Estimate: $480 Average
$4,000 Allowance


Replacement Cost Estimate: $9,760


Life Span Estimates: 30 Years
17 Years
13 Years


Reserve Fund Estimates: $9,760
$13,034
$6,500
$6,534


$466


Component Analysis: This calculation is comprised of two components. The replacement cost for
fixtures in the clubhouse area is done on a cost per fixture basis, with half the cost expensed at year 8
and the other half at year 13. The total cost new for plumbing systems will also include some
contingency for water lines and plumbing drains.  


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Building Systems
Reserve Component:  (10) Plumbing


Plumbing is limited to the clubhouse kitchen, bathrooms, and hot water tank. Typical life expectancy
for plumbing fixtures is 30 years, but this can vary widely, especially for sinks and toilets, as opposed
to the water heaters and faucets. Some allowance is also necessary for plumbing lines and drains, so
a small contingency is added based on a small percentage of the overall plumbing cost for the whole
building (an additional $4,000 is added to the total).


Normal Life Expectancy:
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Unit Quantity: 6,025 Sq Ft


Unit Cost Estimate: $8.00 per Sq Ft


Replacement Cost Estimate: $12,050


Life Span Estimates: 30 Years
17 Years
13 Years


Reserve Fund Estimates: $12,050
$16,092
$8,833
$7,259


$494


Component Analysis: Given the number of pieces of equipment in this category it is inevitable that
there will be some unexpected and premature failures. While these are impossible to predict, at least
some allowance should be made to allow for unexpected early replacements. The basic distribution
system, breaker panels and so forth should last 30 or more years. Plugs, lights and switches will
range from 15 to 25 years. For modeling purposes, an allowance of one-third of this cost is made in
year 13, with the balance in year 25.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Building Systems
Reserve Component:  (11) Electrical


Electrical components under this heading is a contingency allowance for the comparatively smaller
components of the electrical system such as electrical panels, switches, and plugs and distribution
wiring which has a 25 year expected life. The major components of the electrical system have a
normal service life of 30 years, but this can vary quite widely. For reserve purposes, an average of
30 years is appropriate, based on 25% of the electrical system cost new. 


Normal Life Expectancy:
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Unit Quantity: 1 Allowance


Unit Cost Estimate: $30,000


Replacement Cost Estimate: $30,000


Life Span Estimates: 25 Years
20 Years
5 Years


Reserve Fund Estimates: $30,000
$33,530
$25,538
$7,992
$1,559


Component Analysis: Similar to the electrical system, costs are estimated on the basis of the major
components of the system, with two major replacement events - one at year 5 and one at year 30.
This type of failure is difficult to estimate with accuracy, but given the number of pieces of equipment
involved, it is likely that some of it will not reach its full life expectancy. The roof top HVAC system
needs replacing and is assumed that it will be completed within the current fiscal year.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Building Systems
Reserve Component:  (12) HVAC


Our inventory of HVAC equipment includes a roof top system, make up air unit, heat recovery
ventilation system and boiler. Normal life expectancy for these items varies quite significantly, but
generally fall in the range of 20 years to 35 years.  A pro-rated life of 25 years is appropriate.


Normal Life Expectancy:
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Unit Quantity: 70 Units


Unit Cost Estimate: $15,000 Allowance


Replacement Cost Estimate: $15,000


Life Span Estimates: 20 Years
13 Years
7 Years


Reserve Fund Estimates: $15,000
$17,528
$11,200
$6,328


$851


Component Analysis: Cost is for the system, since it is impractical to replace parts of it. Batteries
in emergency lighting fixtures will be replaced periodically as needed, however, they do not meet the
cost threshold for a reserve item - thus this cost should come from the operating account. The enter-
phone was reported to be in good working condition. An allowance will be made for the total systems
in year 7 and again in year 27.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Building Systems
Reserve Component:  (13) Life Safety and Access Systems


The clubhouse is equipped with emergency lights and fire extinguishers. An enter-phone is located at
the front gates which gives access to the secured development. Individual access is controlled through
unit owners via telephone intercom for visitors, remote gate openers for vehicle access or independent
key access. Key fobs are also assigned to each unit. An allowance will be made for the total system.
The security gates are not included in this component heading as they are included in the fence and
gate category.


Normal Life Expectancy:
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Unit Quantity: 2,600 Lin Ft


Unit Cost Estimate: $325.00 per Lin Ft


Replacement Cost Estimate: $126,750 @ 15%


Life Span Estimates: 50 Years
23 Years
27 Years


Reserve Fund Estimates: $126,750
$231,131
$81,540


$149,590
$4,692


Component Analysis: Allowance for the water and sewer distribution lines is on a contingency
basis, since their replacement will not be required until well beyond the end of this study period. A
contingency allowance will provide a reserve in the event of an unexpected failure in either the
plumbing or water distribution lines. The contingency factor is established at 15% of cost new, since
the failure rate on these systems is not expected to be a high probability. This allowance will be
divided equally every five years.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Building Systems
Reserve Component:  (14) Water and Sewer Supply System


This item includes the water and sewer lines throughout the site coming from the City connections in
the street. An average length of run is used in the calculation. This item provides for the
replacement of underground services throughout the site. This is a long-life component, with some
engineering estimates suggesting up to 100 year life. An 80 year life on some systems similar to
those at The Lexington have been used. However reserve for this item should respond to likely
repair events, not replacement, unless a pattern or required repair suggests early replacement. We
have allocated a cost related to 15% of the system, over a 30 year period. This will include costs
associated with the fire hydrants and catch basins.


Normal Life Expectancy:
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Unit Quantity: 240,000 Sq Ft


Unit Cost Estimate: $1.25 per Sq Ft


Replacement Cost Estimate: $60,000 @ 20%


Life Span Estimates: 25 Years
17 Years
8 Years


Reserve Fund Estimates: $60,000
$71,690
$45,063
$26,627
$3,185


Component Analysis: The area involved in this component is calculated on a percentage of overall
site area, after netting out the areas covered by buildings, patio areas and roadways. It should be
treated as an approximate area. Some items in this category would also fall in the category of being
discretionary items. For purposes of the cash flow analysis, this item is scheduled in year 8, to cover
the irrigation system.  


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Site Improvements
Reserve Component:  (15) Landscape and Irrigation


This component includes the extensively landscaped surface areas, including sod green space, shrubs,
flower beds, an abundance of mature trees, and the underground sprinkler system. Most of the
ongoing work required in this category falls under the annual maintenance budget such as maintaining
sod and shrubs and trees. However, the irrigation system will require replacement at some point. A
25 year normal life expectancy is assigned to the reserve item. As with a number of other
components, it is unlikely that total replacement of the landscape will ever be required - an allowance
of 20% of the cost new should be adequate.


Normal Life Expectancy:
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Unit Quantity: Asphalt 90,100 Sq Ft
Curbs 3350 Lin Ft


Unit Cost Estimate: $2.20 per Sq Ft
$21.00 Per Lin Ft @ 20%


Replacement Cost Estimate: $212,290


Life Span Estimates: 30 Years
21 Years
9 Years


Reserve Fund Estimates: $212,290
$259,358
$166,182
$93,176
$9,846


Component Analysis: The east RV parking lot requires replacement of the pavement in three
parking spaces. Strata has authorized $7,500 for these repairs and assume it will be managed via the
2012/2013 budget. At the half way point of the next life cycle, a seal-coat of the asphalt surfaces is
projected and will be scheduled in year 26 at 15% of the total cost. An allowance is made for
replacing portions of the curb, and a full re-paving project is scheduled in year 11.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Site Improvements
Reserve Component:  (16) Roads, Curbs and Surface Parking


The internal asphalt roadways are measured by calculating average width for their estimated length.
Minor repair of road surfaces should be treated as a maintenance item. The asphalt surface of the
road, not the roadway base, will have to be replaced at some point. The replacement cost is only
related to the surface and a portion of the base, not the total base. Curbs should only require
intermittent replacement, not the whole curb along the road's edge, and therefore an allowance of
20% of the total curb area cost is included. Estimated life expectancy of the roadway is estimated at
between 25 and 30 years.


Normal Life Expectancy:
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Unit Quantity: 4,600 Sq Ft


Unit Cost Estimate: $22.00 per Sq Ft


Replacement Cost Estimate: $50,600 @ 50%


Life Span Estimates: 30 Years
10 Years
20 Years


Reserve Fund Estimates: $50,600
$78,962
$21,624
$57,338
$2,541


Component Analysis: Most of the fencing components would be expected to last more than 30
years and will require a relatively small reserve contribution unless some unexpected deterioration
becomes evident. The integrated security and access vehicle gates may require maintenance with
the hydraulics and entry controller components. For cash flow modeling purposes, a 20%
contingency allowance for fence repair and replacement is made in year 15, with the balance at the
end of the 30 year life expectancy.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Site Improvements
Reserve Component: (17) Fencing and Gates


This component includes the extensively fenced perimeter of the development and security access
gates. Fencing material includes stone, chain link and wood. Stone mason blocks are used for the
majority of the perimeter. The perimeter is additionally secured with two vehicle double entry gates
at the front of the development as well as a small access gates in the RV parking areas. An average
cost is used. Life expectancy will be lower for the wood portion, but much higher for the masonry
portion - an average 30 years. The allowance is based on 50% of the cost of the fence since it is
unlikely that the whole fence will require replacement and a large portion of the former cedar fence
was already replaced with stone a few years ago reducing the over all effective age. The cost of the
main gates are included in the  total fencing cost.


Normal Life Expectancy:
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Unit Quantity: 47,000


Unit Cost Estimate: $6.25


Replacement Cost Estimate: $44,063 @ 15%


Life Span Estimates: 30 Years
10 Years
20 Years


Reserve Fund Estimates: $44,063
$68,760
$18,830
$49,930
$1,962


Site Improvements
Reserve Component: (18) Patios, Clubhouse Courtyard and Drivewa


This component includes open courtyard finishes and common patios and driveways of the units. The
back of the clubhouse perimeter is finished with an interlocking brick patio and large open specialty
games area. Unit patios are concrete with an aggregate finish. Driveways are concrete with an
aggregate border.  The hard surface areas should be last indefinitely, however, some cost is added for 
the 30 year life components for contingency purposes.


(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Component Analysis: The patios, courtyard ands driveways were noted to be in good condition at
the time of the site review. The bricks have at least a 30 year life. A contingency allowance will be
added for the repair of hard surface areas applied equally in years 8, 18 and 28.


Normal Life Expectancy:
Effective Age:
Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
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Unit Quantity: 3
7 DR Update
3


Unit Cost Estimate: $4,500 DR
$1,575 Update
$4,000 ES


Replacement Cost Estimate: $9,000 Avg per 5 years


Life Span Estimates: 5 Years
0 Years
5 Years


Reserve Fund Estimates: $9,000
$10,059


$0
$6,534
$1,962


Component Analysis: The annual allowance provides for some inflation over time for the two types
of professional services required or recommended. This should provide a sufficient allowance within
the pool of funds to have these studies completed. If additional technical inspections are required,
they should also come from the reserve fund, however, these are impossible to reliably predict. The
total cost for this service will be scheduled in accordance with the update schedule. However, for
modelling purposes in the benchmark, the annual contribution level is linked to 5 year periods, roughly
matching the actual funds needed to complete these studies.


Estimated Remaining Life:


(1) Current Replacement Cost:
(2) Future Replacement Cost:
(3) Future Fund Accumulation:
(4) Future Reserve Requirement
(5) Annual Reserve Assessment:


Effective Age:


Professional Fees
Reserve Component: (19) Professional Fees


This item includes periodic building envelope inspections and updates to the Depreciation
Report/Reserve Fund Study. By legislation, the updates are required every 3 years. After two
updates, a full study should be considered (i.e. in year 9).  A building envelope inspection should occur 
around year 8 of the projection period and every 7 to 10 years thereafter.


Normal Life Expectancy:


Depreciation Report


Envelope Study
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Reserve Fund Estimates Benchmark Analysis 
 
 
We have reviewed the various reserve fund items in terms of their condition and life cycle, and analyzed 
the contingencies for such items as exterior walls, roofing, and windows of the clubhouse, and paving, 
sewer systems and various common area improvements of the site.  In estimating the replacement costs of 
reserve items, we relied on Building Service and Costing publications, such as the Means Repair & 
Remodeling Cost Data, and Marshall and Swift Cost Service.  In addition, we verified some estimates by 
seeking quotations from local contractors, fabricators and suppliers as well as our own cost compilations. 
 
The result of this benchmark analysis provides an estimate of how much cash should be in the 
Contingency Reserve as of the date of analysis.  The past practice of the Strata Corporation has provided 
for a level of contribution that exceeds the requirement under the Strata Act however, in order for the 
contingency reserve to respond to the long term needs of the common property as outlined in the 
Depreciation Report, it is necessary to increase the present level of contribution. 
 
The Reserve Fund Estimates for The Lexington are shown in Reserve Fund Estimates - Benchmark 
Analysis on the page that follows.  In summary, the schedule indicates that an annual contribution 
averaging $77,676 (Column K) would be required, under normal circumstances to replace all common 
property of the corporation as it wears out.  If this amount had been contributed since the project was 
new, a total of $788,651 would be on hand today (Column H).  This compares to an actual fund balance 
of $153,000, which suggests a deficit position. 
  
This issue is considered in the cash flow schedules that follow.  By way of explanation of the Benchmark 
Analysis, current replacement costs are the reserve fund provisions at current prices and under current 
economic conditions.  The fund must be capable of responding to the future costs, inclusive of the 
inflation between the date of this study and the date of actual replacement.  This cost is shown in Column 
G.  Column J quantifies the difference between the accumulated fund (Column I) at current replacement 
costs and the amount required to replace these same components at their inflated cost. 
 
The last column, Column K, indicates the amount that is required to be collected each year, to fund the 
replacements as they come up.  The Benchmark Analysis provides the following estimates relative to the 
next steps in the process: 
 
There is just over $1,540,657 of common property and limited common property that the Strata 
Corporation is responsible to maintain, refurbish or replace based on today's cost.  This includes a number 
of items that should only require partial replacement over time. 
 
Allowing for inflation between the date of analysis and the first replacement of each component, these 
elements will cost $2,139,287 in aggregate at their respective dates of replacement, some of which are as 
far out as 50 years, averaging 13 years. 
 
Of the19 components, one will not require total replacement until sometime after the 30 year mark with a 
current replacement cost of $126,126.  The future replacement cost for this item alone is estimated to cost 
$274,803, at the date of replacement, reinforcing the need for a strong cash balance at the end of the 
projection period.  In addition, other components that were repaired or replaced earlier in the projection 
period will also be aging and may require a second replacement or repair after the 30 year time frame. 
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Reserve Fund Estimate "Benchmark Analysis"- KAS973 
 


 
C D E F G H I J K


EXPECTED EFFECTIVE REMAINING CURRENT FUTURE CURRENT FUTURE FUTURE ANNUAL
RESERVE COMPONENTS LIFESPAN AGE LIFE SPAN REPLACEMENT REPLACEMENT RESERVE FUND RESERVE FUND RESERVE FUND RESERVE FUND


Years Years Years COST COSTS REQUIREMENTS ACCUMULATION REQUIREMENTS ASSESSMENT
Construction Cost Inflation Index 2.25%
Interest rate 2.00% FV=PV(1+I)^n PV*EA/NL FV=PV(1+I)^n FRC-FRFA MT=FV*I/((1+I)^n-1


FV=F7(1+0.02)^E7 F7*D7/C7 FV=H7(1+0.05)^E7 G7-I7 T=J7*0.05/(1.05^E7
BUILDING - STRUCTURAL/ARCHITECTURAL  


1 Superstructure & Foundation Walls 5 0 5 5,000 5,588 0 0 5,588 1,074
2 Building Envelope - Exterior Walls 30 17 13 159,200 212,601 90,213 116,701 95,901 6,533
3 Window s and Doors 30 17 13 84,150 112,377 47,685 61,686 50,691 3,453
4 Roof Cover- Torch On 18 9 9 477,000 582,758 238,500 285,030 297,728 30,522
5 Roof Cover- Concrete Tile 50 15 35 126,126 274,803 37,838 75,671 199,131 3,983


COMMON AREAS AND FACILITIES
6 Flooring 20 17 3 24,169 25,837 20,543 21,801 4,036 1,319
7 Interior Finish 15 5 10 25,500 31,855 8,500 10,361 21,493 1,963
8 Furnishing and Decorating 15 5 10 30,000 37,476 10,000 12,190 25,286 2,309
9 Pool & Hot Tub 20 5 15 40,000 55,848 10,000 13,459 42,390 2,451


BUILDING SYSTEMS
10 Plumbing 30 17 13 9,760 13,034 5,531 7,155 5,879 400
11 Electrical 30 17 13 12,050 16,092 6,828 8,833 7,259 494
12 HVAC 25 20 5 30,000 33,530 24,000 26,498 7,032 1,351
13 Life Safety & Access Systems 20 13 7 15,000 17,528 9,750 11,200 6,328 851


SITE IMPROVEMENTS & PROFESSIONAL FEES
14 Water and Sew er Supply System 50 23 27 126,750 231,131 58,305 99,520 131,611 3,724
15 Landscaping and Irrigation 25 17 8 60,000 71,690 40,800 47,804 23,886 2,783
16 Roadw ays, Curbs & Surface Parking 30 21 9 212,290 259,358 148,603 177,594 81,764 8,382
17 Fencing and Gate 30 10 20 50,600 78,962 16,867 25,063 53,899 2,218
18 Patios, Courtyard and Drivew ays 30 10 20 44,063 68,760 14,688 21,825 46,935 1,932
19 Professional Fees 5 0 5 9,000 10,059 0 0 10,059 1,933


TOTAL RESERVES $1,540,657 $2,139,287 $788,651 $1,022,389 $1,116,898 $77,676
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30 Year Cash Flow Projections - Fully Funded With Special Levies 
 
 
Reserve Fund Cash Flow Projections and Reserve Fund Estimates "Deficiency Analysis"; presents a 30 
year reserve fund projection showing cash positions, cash flows and cash expenditures in a form and 
detail which conforms to standard financial statement presentation of reserve fund operations.  The 
objective of the exercise is to illustrate the impact of the recommendations that are formulated based on 
the benchmark analysis.  This is not to suggest that cash flows will follow the pattern indicated in the 
spreadsheet; rather this is a tool to ensure that available cash does not go below zero in any one year, and 
allows a matching of the overall fund operation to the combination of regularly required reserve fund 
contributions and an orderly catch-up provision to fully fund the reserve.  The following spreadsheet is 
organized under the following headings: 
 
 
Opening Cash Balance 
 
This is the reserve fund position at the beginning of each and every fiscal year showing the cash resources 
available that consist of (1) bank deposits, (2) qualified investments, and (3) accrued interest earned. 
 
Cash Flows 
 
These are the regular reserve fund contributions (as calculated in 30 Year Cash Flow Projections), reserve 
fund interest income and any make-up contributions, based on 2.00% of the opening yearly balance 
generated as interest. 
 
Total Cash Resources 
 
These represent the total cash resources available in any fiscal year and include the current year's cash 
flow. 
 
Reserve Fund Expenditures 
 
These are annual expenditures listed in the categories established in the benchmark analysis Records or 
ledger accounts of these expenditure categories, should be kept showing reserve fund allocations and 
charges in a chronological order for control and reference. 
 
Closing Cash Fund 
 
This is the reserve fund position at the end of each and every fiscal year, which is carried forward to the 
next year. 
 
Surplus/Deficiency Analysis 
 
The Reserve Deficiency has been projected by formula taking into account the inflation factor, interest 
rates and reserve fund expenditures.  The 30 year cash flow is used as a guideline as most major 
replacements would occur during that time line.  It must be kept in mind that certain replacements will not 
occur during the 30 year cash flow horizon, so a fund will also have to be in place to accommodate those 
replacements as well as replacements that will occur on a cyclical basis, such as floor coverings, roof 
coverings, etc.  In fact, over a long enough period, virtually all of the reserve items identified in the study 
will require further replacement or refurbishment. 
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From a Depreciation Report perspective, the end of that (30 year) period never arrives, as the study 
should be renewed and re-calibrated at regular intervals.  This allows the incorporation of the actual 
experience in the project so that the projected reserve amounts are continually reflective of the long-term 
requirements of a well planned contingency reserve. 
 
In order to formulate the recommendations, a series of tests were applied to the cash flow projections in 
order to ensure that, according to the forecasts, the cash balance of the reserve account never reaches zero 
(or a negative figure) and allow a reasonable reserve fund surplus by the end of the period.  As there is a 
large roof expense anticipated within the first ten year of the model, this preferred option would require 
significant increases to the annual contribution beginning at $60,000, upwards of $140,000 by year ten, 
levelling off at $118,500 for the last 20 years of the model. This was considered an unacceptable increase 
to annual contribution levels, and a model that does not reflect historic operations.  A Special Levy model 
was, therefore, preferred as our "Option 1".  Another test that was applied was at the current funding level 
approximately $30,000 per year.  By the first year, there would be a reserve fund deficiency of $603,000.  
This deficit would grow to over $2,870,000 by year 30.  By year 9 there would be a negative cash 
balance, which is not a prudent course of action. 
 
A number of other models were tested in order to find the best fit.  Legislation governing depreciation 
reports requires that at least three options be presented for the consideration of the strata corporation.  We 
have developed the following models to more fully examine options for funding. 
 
Cash Flow Models 
  
1) Special Levy - 80% Annual Contributions 
 
The goal is to keep the reserve cash balance above zero, with the goal to reach a fund that is 
approximately 80% of the optimum fully funded state.  We have developed this model based on a starting 
point of approximately 80% of the optimum annual funding contribution, increasing by 2.5% per year and 
leveling off in year 16.  This is augmented by several special levies throughout the 30 year model.  These 
levies occur in years 7-9, years 12, 20 and 30. 
 
2) Special Levy - 70% Annual Contributions 
 
The second model examined is also a special levy model, however the long term goal is 70% of an 
optimum fully funded reserve.   
 
3) Special Levy - 60% Annual Contributions 
 
The third model examined is also a special levy model however, the long term goal is 60% of an optimum 
fully funded reserve. 
 
Recommended Model 
 
We typically recommend a 100% fully funded model.  After consultation with the strata council, a Special 
Levy of 80% Annual Contributions has become the most practical model given the large expenditures 
anticipated in the first 12 years of the model.  The current $30,000 reserve contribution would be 
increased to $60,000 in year one, levelling off at $87,000 by year 16 and remains constant throughout the 
projection period.  There are four levies of $80,000 scheduled in years 7-9 and year 12 along with two 
levies each in years 20 and 30 of the 30 year model.  With this model, the fund is in a strong cash position 
to fund future repairs beyond the projection period; however there is a persistent reserve fund deficit 
throughout the 30 years. 
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30 Year Cash Flow - With Special Levies - 80% Funded- Years 1-15 
 
 
 


Reserve 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Estimate


OPENING BALANCE 153,000 200,720 255,779 307,897 378,669 336,191 410,799 551,067 428,534 395,954 202,515 251,486 189,825 100,205 184,920


Reserve Fund Contributions 60,000 61,500 63,038 64,613 66,229 67,884 69,582 71,321 73,104 74,932 76,805 78,725 80,693 82,711 84,778
Reserve Fund Interest Income 2.00% 3,060 4,014 5,116 6,158 7,573 6,724 8,216 11,021 8,571 7,919 4,050 5,030 3,797 2,004 3,698


80,000 80,000 80,000 80,000
Total Cash Resources 216,060 266,234 323,932 378,669 452,471 410,799 568,597 713,409 590,209 478,805 283,371 415,240 274,315 184,920 273,397


RESERVE FUND EXPENDITURES  
1 Superstructure & Foundation Walls 0 5,590 6,245 6,980
2 Building Envelope - Exterior Walls 90,213 27,945 112,445
3 Window s and Doors 47,685 10,225 10,455 10,690 18,810 49,840
4 Roof Cover- Torch On 238,500 189,980 194,255 198,625
5 Roof Cover- Concrete Tile 37,838
6 Flooring 20,543 13,500 7,550
7 Interior Finish 8,500 31,885
8 Furnishing and Decorating 10,000 7,500 8,375
9 Pool & Hot Tub 10,000 5,115 5,345 18,740
10 Plumbing 5,531 5,830 6,515
11 Electrical 6,828 5,310
12 HVAC 24,000 16,765
13 Life Safety & Access Systems 9,750 17,530
14 Water and Sew er Supply System 58,305 23,610 26,390 29,495
15 Landscaping and Irrigation 40,800 71,690
16 Roadw ays, Curbs & Surface Parking 148,603 225,415
17 Fencing and Gate 16,867 14,130
18 Patios and Clubhouse Courtyard 14,688 17,375
19 Professional Fees 0 10,060 11,240 12,565


Total Expenditures  15,340 10,455 16,035 0 116,280 0 17,530 284,875 194,255 276,290 31,885 225,415 174,110 0 71,545


Closing Balance  200,720 255,779 307,897 378,669 336,191 410,799 551,067 428,534 395,954 202,515 251,486 189,825 100,205 184,920 201,852


DEFICIENCY ANALYSIS
Reserve Requirements 788,651 773,311 855,998 934,758 1,031,129 1,013,147 1,111,086 1,193,453 1,010,123 913,746 733,407 793,866 662,004 578,810 668,061 687,553


               
Reserve Fund Surplus -572,591 -600,218 -626,861 -652,460 -676,956 -700,287 -642,386 -581,589 -517,792 -530,892 -542,380 -472,178 -478,604 -483,141 -485,701
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30 Year Cash Flow Projection - Special Levies - 80% Funded- Years 16-30 
 


 Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year
 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042


Reserve 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Estimate


OPENING BALANCE 201,852 292,889 385,747 458,762 554,937 641,036 700,966 801,986 905,025 1,010,126 979,403 985,976 1,065,346 1,146,543 1,208,814


Reserve Fund Contributions 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000 87,000
Reserve Fund Interest Income 2.00% 4,037 5,858 7,715 9,175 11,099 12,821 14,019 16,040 18,101 20,203 19,588 19,720 21,307 22,931 24,176


85,000 85,000
Total Cash Resources 292,889 385,747 480,462 554,937 738,036 740,856 801,986 905,025 1,010,126 1,117,328 1,085,991 1,092,696 1,173,653 1,256,474 1,404,990


RESERVE FUND EXPENDITURES
1 Superstructure & Foundation Walls 0 7,800 8,720 9,750
2 Building Envelope - Exterior Walls 90,213 39,890 47,660
3 Window s and Doors 47,685
4 Roof Cover- Torch On 238,500
5 Roof Cover- Concrete Tile 37,838 52,325
6 Flooring 20,543 9,430
7 Interior Finish 8,500 44,475
8 Furnishing and Decorating 10,000 9,360 10,465 11,700
9 Pool & Hot Tub 10,000 23,400
10 Plumbing 5,531
11 Electrical 6,828 13,870
12 HVAC 24,000 29,240
13 Life Safety & Access Systems 9,750 27,350
14 Water and Sew er Supply System 58,305 32,965 36,845 41,180
15 Landscaping and Irrigation 40,800
16 Roadw ays, Curbs & Surface Parking 148,603 55,540
17 Fencing and Gate 16,867 78,910
18 Patios and Clubhouse Courtyard 14,688 21,700 27,110
19 Professional Fees 0 14,045 15,700 17,545


Total Expenditures  0 0 21,700 0 97,000 39,890 0 0 0 137,925 100,015 27,350 27,110 47,660 188,325


Closing Balance  292,889 385,747 458,762 554,937 641,036 700,966 801,986 905,025 1,010,126 979,403 985,976 1,065,346 1,146,543 1,208,814 1,216,665


DEFICIENCY ANALYSIS
Reserve Requirements 788,651 778,980 872,235 945,656 1,042,245 1,043,765 1,102,426 1,202,150 1,303,869 1,407,622 1,375,525 1,380,696 1,458,636 1,538,374 1,599,158 1,520,491


          
Reserve Fund Surplus -486,091 -486,489 -486,894 -487,308 -402,730 -401,460 -400,165 -398,844 -397,496 -396,122 -394,720 -393,290 -391,831 -390,344 -303,826
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30 Year Cash Flow Projection - With Special Levies -80% Funded Chart 
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30 Year Cash Flow Projections - With Special Levies to 70% Funding 
 
The second option is based on the same Benchmark Analysis figures, but defines the long term goal 
differently.  In this model, a similar annual contribution is projected, augmented by various special levies 
at different intervals in the 30 year projection period with the goal of a closing cash position at levels that 
are 70% of optimum. 
 
There are numerous options for a model of this nature, which could include smaller, more frequent special 
levies, or it could allow for special levies that are tied to specific events.  These are matters to be decided 
in the Contingency Reserve Plan that the Strata Council ultimately decides upon. 
 
For this modeling exercise, an annual funding level tied loosely to the 70% of the "optimum" annual 
reserve contribution ($55,000) was used as the starting point.  This funding level is increased by 2.5% per 
year until it levels of in year 16 at $80,000 and remains constant throughout the 30 years, augmented by 
periodic Special Levies.  Based on our assumptions, additional levies of $100,000 would be required in 
each of years 7, 8, 9 and 12 and additional levies of $80,000 levy in each of years 20 and 30, which in 
term would be sufficient to reach a level 70% of the optimum. 
 
This option would leave the fund in a poorer state than the Option 1.  Despite a strong cash position at the 
end of the 30 years, the fund balance would only be approximately at 70% of the recommended “optimal” 
amount.  This strategy is offset by providing lower initial annual contributions however higher special 
levies than Option 1. 


Advantages to this model include the potential to accumulate larger reserves (and more interest accruing) 
if the projected repair events occur later than planned.  In addition, the cash balance still never goes below 
zero.  Disadvantages include the unpredictability of future events.  For example, if roofs are put off for a 
few additional years, and an unexpected repair occurs that cannot be put off; larger special levies may be 
required.  
 
The assumptions for this model provide for a strong closing balance in year 30 ($1,068,000) however, 
there is a persistent deficit, from year one onward, which reaches in excess of $733,000 in year 6 (before 
the first special levy) and is $452,500 at the end of the 30 years.  This may be beyond the risk profile 
preferred by the Strata Corporation.  It is also possible that smaller and more frequent special levies could 
be made to alleviate the concern over these large deficit positions. 
 
Supporting graphical documentation is located in Addenda A. 
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30 Year Cash Flow Projections - With Special Levies at 60% Funding 
 
The third option is based on the same Benchmark Analysis figures, but also defines the long term goal 
differently.  In this model, a similar annual contribution is projected, augmented by various special levies 
at different intervals in the 30 year projection period with the goal of a closing cash position at levels that 
are 60% of optimum. 
 
For this modeling exercise, an annual funding level tied loosely to the 60% of the "optimum" annual 
reserve contribution ($50,000) was used as the starting point.  This funding level is increased by 2.5% per 
year until it levels of in year 16 at $70,000 and remains constant throughout the 30 years, augmented by 
periodic Special Levies.  Based on our assumptions, additional levies of $120,000 would be required in 
each of years 7, 8, 9 and 12 and additional levies of $95,000 levy in each of years 20 and 30, which in 
term would be sufficient to reach a level 60% of the optimum. 
 
This option would leave the fund in a poorer state than the Option 1 and 2; the fund balance would only 
be approximately at 60% of the recommended “optimal” amount at the end of the 30 years.  This strategy 
is offset by providing lower initial annual contributions however higher special levies will occur. 


The assumptions for this model provide for a reasonable closing balance in year 30 ($911,800) however, 
there is a persistent deficit throughout the 30 years.  This may be beyond the risk profile preferred by the 
Strata Corporation.  It is also possible that smaller and more frequent special levies could be made to 
alleviate the concern over these large deficit positions. 
 
Supporting graphical documentation is located in Addenda B. 
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Part IV 
 
 


Limiting Conditions 
 
 
The legal and survey descriptions of the property as stated herein are those that are recorded by the 
Registrar of the requisite Land Titles (Registry) Office and are assumed to be correct.  
 
The architectural, structural, mechanical, electrical and other plans and specifications of the building or 
buildings and improvements are assumed to be correct.  Furthermore, all buildings and improvements are 
assumed constructed and finished in accordance with such plans and specifications, unless otherwise 
noted. 
 
Sketches, drawings, diagrams, photographs, if any, presented in this report, are included for the sole 
purpose of illustration.  No legal survey, soil tests or environmental impact studies, engineering 
investigations, detailed quantity survey compilations, nor exhaustive physical examinations or destructive 
testing have been made.  Accordingly, no responsibility is assumed concerning these matters, or other 
technical and engineering techniques that would be required to discover any inherent or hidden condition 
of the property.  The report assumes that the Corporation desires to maintain the building and grounds in a 
condition consistent with their original condition over the expected economic life span.  
 
In order to arrive at supportable replacement cost estimates, it was found necessary to utilize both 
documented and other cost data.  A concerted effort has been put forth to verify the accuracy of the 
information contained herein.  Accordingly, the information is believed to be reliable and correct, and has 
been gathered to standard professional procedures, but no guarantee as to the accuracy of the data is 
implied. 
 
The utilization of the cost estimates is valid only within the context of this report.  The estimates herein 
must not be used in conjunction with any other appraisal or contingency reserve fund study and may be 
invalid if so used. 
 
The client to whom this report is addressed may use it in deliberations affecting the subject property only, 
and in so doing, the report must not be extracted, but must be used in its entirety. 
 
Possession of this report or any copy thereof does not carry with it the right of publication nor may it be 
used for any purpose by anyone but the client without the written consent of the author, and in any event, 
only with the proper qualifications. 
 
The agreed compensation for services rendered in preparing this report does not include fees for 
consultations and/or arbitration, if any.  Should personal appearances be required in connection with this 
report, additional fees will have to be negotiated.  Unless otherwise noted, all estimates are expressed in 
Canadian currency, and are net of any taxes. 
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Certification 
 
 
A personal inspection of the subject property was conducted on January 16, 2013.  Data collection and 
report preparation was completed by D. Allan Beatty, AACI, P.App,  and Kari Benum, with some 
research assistance by Ms. Benum.  The report has been made in conformance with and is subject to the 
requirements for a consulting assignment of The Standards of The Appraisal Institute of Canada.  In 
accordance with those standards, it is hereby certified that: 
 


 To the best of my knowledge and belief, the statements of fact contained in this report are true 
and correct and verified where possible; 
 


 All pertinent factors affecting this Depreciation Report were considered to the extent felt 
necessary in rendering reliable recommendations; 
 


 There is no past, present, or contemplated personal interest in the property, nor any personal 
interest or bias with respect to the parties involved.  Neither the employment to prepare this 
Depreciation Report nor the compensation is contingent on the amount of reserve fund estimates 
reported.   
 


 We are acting as contractors for the client as named herein.  There is no direct or indirect 
relationship between the person preparing this report and the Strata Manager nor the Strata 
Corporation; 
 


 The requirements of the Appraisal Institute of Canada's mandatory recertification program have 
been fulfilled for the current recertification period; 
 


 The person preparing this report has the competence to complete this assignment.  This activity is 
in direct compliance with the Appraisal Institute of Canada's professional liability insurance 
coverage for errors and omissions; 
 


 The report is subject only to the assumptions and limiting conditions listed in the report, and the 
report identifies all of the limiting conditions including terms of the assignment imposed by the 
appraiser; 
 


 The opinions expressed herein are unbiased professional opinions; 
 


 No significant professional assistance was provided except for those individuals identified herein. 
 


 
Respectfully submitted, 
 
 
 
___________________________________                                                                          July 8, 2013 
D. Allan Beatty, AACI, P.App          Date Prepared                         
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Addenda A - 30 Year Cash Flow Projections – Special Levy 70% Funding Years 1-15 
 
 


 Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year
 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027


Reserve 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Estimate


OPENING BALANCE 153,000 195,720 245,554 292,215 357,288 308,864 377,268 531,067 422,191 403,392 203,857 246,454 198,133 101,954 179,812


Reserve Fund Contributions 55,000 56,375 57,784 59,229 60,710 62,227 63,783 65,378 67,012 68,687 70,405 72,165 73,969 75,818 77,714
Reserve Fund Interest Income 2.00% 3,060 3,914 4,911 5,844 7,146 6,177 7,545 10,621 8,444 8,068 4,077 4,929 3,963 2,039 3,596


100,000 100,000 100,000 100,000
Total Cash Resources 211,060 256,009 308,250 357,288 425,144 377,268 548,597 707,066 597,647 480,147 278,339 423,548 276,064 179,812 261,121


RESERVE FUND EXPENDITURES  
1 Superstructure & Foundation Walls 0 5,590 6,245 6,980
2 Building Envelope - Exterior Walls 90,213 27,945 112,445
3 Window s and Doors 47,685 10,225 10,455 10,690 18,810 49,840
4 Roof Cover- Torch On 238,500 189,980 194,255 198,625
5 Roof Cover- Concrete Tile 37,838
6 Flooring 20,543 13,500 7,550
7 Interior Finish 8,500 31,885
8 Furnishing and Decorating 10,000 7,500 8,375
9 Pool & Hot Tub 10,000 5,115 5,345 18,740
10 Plumbing 5,531 5,830 6,515
11 Electrical 6,828 5,310
12 HVAC 24,000 16,765
13 Life Safety & Access Systems 9,750 17,530
14 Water and Sew er Supply System 58,305 23,610 26,390 29,495
15 Landscaping and Irrigation 40,800 71,690
16 Roadw ays, Curbs & Surface Parking 148,603 225,415
17 Fencing and Gate 16,867 14,130
18 Patios and Clubhouse Courtyard 14,688 17,375
19 Professional Fees 0 10,060 11,240 12,565


Total Expenditures  15,340 10,455 16,035 0 116,280 0 17,530 284,875 194,255 276,290 31,885 225,415 174,110 0 71,545


Closing Balance  195,720 245,554 292,215 357,288 308,864 377,268 531,067 422,191 403,392 203,857 246,454 198,133 101,954 179,812 189,576


DEFICIENCY ANALYSIS
Reserve Requirements 788,651 773,311 855,998 934,758 1,031,129 1,013,147 1,111,086 1,193,453 1,010,123 913,746 733,407 793,866 662,004 578,810 668,061 687,553


               
Reserve Fund Surplus -577,591 -610,443 -642,543 -673,841 -704,284 -733,818 -662,387 -587,932 -510,354 -529,550 -547,412 -463,871 -476,855 -488,250 -497,977
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Addenda A - 30 Year Cash Flow Projections – Special Levy 70% Funding Years 16-30 
 
 


 Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year
 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042


Reserve 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Estimate


OPENING BALANCE 189,576 273,368 358,835 424,312 512,798 586,054 637,885 730,643 825,256 921,761 882,271 879,902 950,150 1,022,043 1,074,823


Reserve Fund Contributions 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000 80,000
Reserve Fund Interest Income 2.00% 3,792 5,467 7,177 8,486 10,256 11,721 12,758 14,613 16,505 18,435 17,645 17,598 19,003 20,441 21,496


80,000 80,000
Total Cash Resources 273,368 358,835 446,012 512,798 683,054 677,775 730,643 825,256 921,761 1,020,196 979,917 977,500 1,049,153 1,122,483 1,256,320


RESERVE FUND EXPENDITURES
1 Superstructure & Foundation Walls 0 7,800 8,720 9,750
2 Building Envelope - Exterior Walls 90,213 39,890 47,660
3 Window s and Doors 47,685
4 Roof Cover- Torch On 238,500
5 Roof Cover- Concrete Tile 37,838 52,325
6 Flooring 20,543 9,430
7 Interior Finish 8,500 44,475
8 Furnishing and Decorating 10,000 9,360 10,465 11,700
9 Pool & Hot Tub 10,000 23,400
10 Plumbing 5,531
11 Electrical 6,828 13,870
12 HVAC 24,000 29,240
13 Life Safety & Access Systems 9,750 27,350
14 Water and Sew er Supply System 58,305 32,965 36,845 41,180
15 Landscaping and Irrigation 40,800
16 Roadw ays, Curbs & Surface Parking 148,603 55,540
17 Fencing and Gate 16,867 78,910
18 Patios and Clubhouse Courtyard 14,688 21,700 27,110
19 Professional Fees 0 14,045 15,700 17,545


Total Expenditures  0 0 21,700 0 97,000 39,890 0 0 0 137,925 100,015 27,350 27,110 47,660 188,325


Closing Balance  273,368 358,835 424,312 512,798 586,054 637,885 730,643 825,256 921,761 882,271 879,902 950,150 1,022,043 1,074,823 1,067,995


DEFICIENCY ANALYSIS
Reserve Requirements 788,651 778,980 872,235 945,656 1,042,245 1,043,765 1,102,426 1,202,150 1,303,869 1,407,622 1,375,525 1,380,696 1,458,636 1,538,374 1,599,158 1,520,491


          
Reserve Fund Surplus -505,612 -513,400 -521,344 -529,446 -457,711 -464,541 -471,507 -478,613 -485,861 -493,254 -500,795 -508,486 -516,332 -524,334 -452,496
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Addenda B - 30 Year Cash Flow Projections - With Special Levies - 60% Funding Years 1-15 
 


 


 Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year
 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027


Reserve 1 2 3 4 5 6 7 8 9 10 11 12 13 14 15
Estimate


OPENING BALANCE 153,000 190,720 235,329 276,532 335,907 281,536 343,737 511,067 415,847 410,829 205,199 241,422 206,440 103,703 174,703


Reserve Fund Contributions 50,000 51,250 52,531 53,845 55,191 56,570 57,985 59,434 60,920 62,443 64,004 65,604 67,244 68,926 70,649
Reserve Fund Interest Income 2.00% 3,060 3,814 4,707 5,531 6,718 5,631 6,875 10,221 8,317 8,217 4,104 4,828 4,129 2,074 3,494


120,000 120,000 120,000 120,000
Total Cash Resources 206,060 245,784 292,567 335,907 397,816 343,737 528,597 700,722 605,084 481,489 273,307 431,855 277,813 174,703 248,846


RESERVE FUND EXPENDITURES  
1 Superstructure & Foundation Walls 0 5,590 6,245 6,980
2 Building Envelope - Exterior Walls 90,213 27,945 112,445
3 Window s and Doors 47,685 10,225 10,455 10,690 18,810 49,840
4 Roof Cover- Torch On 238,500 189,980 194,255 198,625
5 Roof Cover- Concrete Tile 37,838
6 Flooring 20,543 13,500 7,550
7 Interior Finish 8,500 31,885
8 Furnishing and Decorating 10,000 7,500 8,375
9 Pool & Hot Tub 10,000 5,115 5,345 18,740
10 Plumbing 5,531 5,830 6,515
11 Electrical 6,828 5,310
12 HVAC 24,000 16,765
13 Life Safety & Access Systems 9,750 17,530
14 Water and Sew er Supply System 58,305 23,610 26,390 29,495
15 Landscaping and Irrigation 40,800 71,690
16 Roadw ays, Curbs & Surface Parking 148,603 225,415
17 Fencing and Gate 16,867 14,130
18 Patios and Clubhouse Courtyard 14,688 17,375
19 Professional Fees 0 10,060 11,240 12,565


Total Expenditures  15,340 10,455 16,035 0 116,280 0 17,530 284,875 194,255 276,290 31,885 225,415 174,110 0 71,545


Closing Balance  190,720 235,329 276,532 335,907 281,536 343,737 511,067 415,847 410,829 205,199 241,422 206,440 103,703 174,703 177,301


DEFICIENCY ANALYSIS
Reserve Requirements 788,651 773,311 855,998 934,758 1,031,129 1,013,147 1,111,086 1,193,453 1,010,123 913,746 733,407 793,866 662,004 578,810 668,061 687,553


               
Reserve Fund Surplus -582,591 -620,668 -658,226 -695,222 -731,611 -767,349 -682,387 -594,276 -502,917 -528,208 -552,443 -455,564 -475,106 -493,358 -510,252
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Addenda B - 30 Year Cash Flow Projections - With Special Levies - 60% Funding Years 16-30  


 


 


 Year Year Year Year Year Year Year Year Year Year Year Year Year Year Year
 2028 2029 2030 2031 2032 2033 2034 2035 2036 2037 2038 2039 2040 2041 2042


Reserve 16 17 18 19 20 21 22 23 24 25 26 27 28 29 30
Estimate


OPENING BALANCE 177,301 250,847 325,864 380,681 458,295 535,461 576,280 657,805 740,961 825,781 774,371 759,844 817,691 876,934 916,813


Reserve Fund Contributions 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000 70,000
Reserve Fund Interest Income 2.00% 3,546 5,017 6,517 7,614 9,166 10,709 11,526 13,156 14,819 16,516 15,487 15,197 16,354 17,539 18,336


95,000 95,000
Total Cash Resources 250,847 325,864 402,381 458,295 632,461 616,170 657,805 740,961 825,781 912,296 859,859 845,041 904,044 964,473 1,100,149


RESERVE FUND EXPENDITURES
1 Superstructure & Foundation Walls 0 7,800 8,720 9,750
2 Building Envelope - Exterior Walls 90,213 39,890 47,660
3 Window s and Doors 47,685
4 Roof Cover- Torch On 238,500
5 Roof Cover- Concrete Tile 37,838 52,325
6 Flooring 20,543 9,430
7 Interior Finish 8,500 44,475
8 Furnishing and Decorating 10,000 9,360 10,465 11,700
9 Pool & Hot Tub 10,000 23,400
10 Plumbing 5,531
11 Electrical 6,828 13,870
12 HVAC 24,000 29,240
13 Life Safety & Access Systems 9,750 27,350
14 Water and Sew er Supply System 58,305 32,965 36,845 41,180
15 Landscaping and Irrigation 40,800
16 Roadw ays, Curbs & Surface Parking 148,603 55,540
17 Fencing and Gate 16,867 78,910
18 Patios and Clubhouse Courtyard 14,688 21,700 27,110
19 Professional Fees 0 14,045 15,700 17,545


Total Expenditures  0 0 21,700 0 97,000 39,890 0 0 0 137,925 100,015 27,350 27,110 47,660 188,325


Closing Balance  250,847 325,864 380,681 458,295 535,461 576,280 657,805 740,961 825,781 774,371 759,844 817,691 876,934 916,813 911,824


DEFICIENCY ANALYSIS
Reserve Requirements 788,651 778,980 872,235 945,656 1,042,245 1,043,765 1,102,426 1,202,150 1,303,869 1,407,622 1,375,525 1,380,696 1,458,636 1,538,374 1,599,158 1,520,491


          
Reserve Fund Surplus -528,133 -546,372 -564,975 -583,950 -508,305 -526,146 -544,345 -562,907 -581,841 -601,154 -620,853 -640,945 -661,440 -682,344 -608,667
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Addenda C - Excerpts from the Act and Regulations 
 


The Strata Property Act 
[SBC 1998] CHAPTER 43 


Part 1 — Definitions and Interpretation 


1 (1) Definitions and interpretation….. 


"common property" means 


(a) that part of the land and buildings shown on a strata plan that is not part of a strata lot, and 


(b) pipes, wires, cables, chutes, ducts and other facilities for the passage or provision of water, sewage, 
drainage, gas, oil, electricity, telephone, radio, television, garbage, heating and cooling systems, or other 
similar services, if they are located 


(i)  within a floor, wall or ceiling that forms a boundary 


(A)  between a strata lot and another strata lot, 
(B)  between a strata lot and the common property, or 
(C)  between a strata lot or common property and another parcel of land, or 


(ii) wholly or partially within a strata lot, if they are capable of being and intended to be used in 
connection with the enjoyment of another strata lot or the common property; 


"contingency reserve fund" means a fund for common expenses that usually occur less often than once a year or 
that do not usually occur, as set out in section 92 (b); 


Repair of property 


72  (1) Subject to subsection (2), the strata corporation must repair and maintain common property and common 
assets. 


(2) The strata corporation may, by bylaw, make an owner responsible for the repair and maintenance of 


(a) limited common property that the owner has a right to use, or 


(b) common property other than limited common property only if identified in the regulations and subject to 
prescribed restrictions. 


(3) The strata corporation may, by bylaw, take responsibility for the repair and maintenance of specified portions of a 
strata lot. 


Strata Property Regulation 


[includes amendments up to B.C. Reg. 238/2011, March 1, 2012] 


Depreciation Report 
 
6.2 (1) For the purposes of section 94 of the Act, a depreciation report must include:  
 


(a) a physical component inventory and evaluation that complies with subsection (2); 
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(b) a summary of repairs and maintenance work for common expenses respecting the items 
listed in subsection (2) (b) that usually occur less often than once a year or that do not 
usually occur; 


 
(c) a financial forecasting section that complies with subsection (3); 


 
(d) the name of the person from whom the depreciation report was obtained and a description 


of: 
 


(i) that person's qualifications, 
(ii) the error and omission insurance, if any, carried by that person, and 
(iii) the relationship between that person and the strata corporation; 
 


(e) the date of the report; 
 
(f) any other information or analysis that the strata corporation or the person providing the 


depreciation report considers appropriate. 
 


(2) For the purposes of subsection (1) (a) and (b) of this section, the physical component inventory and 
evaluation must  


 
(a) be based on an on-site visual inspection of the site and, where practicable, of the items 


listed in paragraph (b) conducted by the person preparing the depreciation report, 
 
(b) include a description and estimated service life over 30 years of those items that comprise 


the common property, the common assets and those parts of a strata lot or limited 
common property, or both, that the strata corporation is responsible to maintain or repair 
under the Act, the strata corporation's bylaws or an agreement with an owner, including, 
but not limited to, the following items:  


 
(i) the building's structure; 
(ii) the building's exterior, including roofs, roof decks, doors, windows and skylights; 
(iii) the building's systems, including the electrical, heating, plumbing, fire protection 


and security systems; 
(iv) common amenities and facilities; 
(v) parking facilities and roadways; 
(vi) utilities, including water and sewage; 
(vii) landscaping, including paths, sidewalks, fencing and irrigation; 
(viii) interior finishes, including floor covering and furnishings; 
(ix) green building components; 
(x) balconies and patios, and 
 


(c) identify common property and limited common property that the strata lot owner, and not 
the strata corporation, is responsible to maintain and repair.  


 
(3) For the purposes of subsection (1) (c), the financial forecasting section must include: 
 


(a) the anticipated maintenance, repair and replacement costs for common expenses that 
usually occur less often than once a year or that do not usually occur, projected over 30 
years, beginning with the current or previous fiscal year of the strata corporation, of the 
items listed in subsection (2) (b),  


(b) a description of the factors and assumptions, including interest rates and rates of inflation, 
used to calculate the costs referred to in paragraph (a),  


(c) a description of how the contingency reserve fund is currently being funded, 
(d) the current balance of the contingency reserve fund minus any expenditures that have 


been approved but not yet taken from the fund, and  
(e) at least 3 cash-flow funding models for the contingency reserve fund relating to the 


maintenance, repair and replacement over 30 years, beginning with the current or 
previous fiscal year of the strata corporation, of the items listed in subsection (2) (b).  


 
(4) For the purposes of subsection (3) (e), the cash-flow funding models may include any one or more 


of the following:  
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(a) balances of, contributions to and withdrawals from the contingency reserve fund; 
(b) special levies; 
(c) borrowings. 


 
(5) If a strata corporation contributes to the contingency reserve fund based on a depreciation report, 


the contributions in respect of an item become part of the contingency reserve fund and may be 
spent for any purpose permitted under section 96 of the Act.  


 
(6) For the purposes of section 94 (1) of the Act, "qualified person" means any person who has the 


knowledge and expertise to understand the individual components, scope and complexity of the 
strata corporation's common property, common assets and those parts of a strata lot or limited 
common property, or both, that the strata corporation is responsible to maintain or repair under the 
Act, the strata corporation's bylaws or an agreement with an owner and to prepare a depreciation 
report that complies with subsections (1) to (4).  


 
(7) The following periods are prescribed:  
 


(a) for the purposes of section 94 (2) (b) of the Act, 3 years; 
(b) for the purposes of section 94 (2) (c) of the Act, 18 months; 
(c) for the purposes of section 94 (3) (a) of the Act, the one year period immediately 


preceding the date on or before which the depreciation report is required to be obtained.  
 


(8) A strata corporation is prescribed for the purposes of section 94 (3) (b) of the Act if and for so long 
as there are fewer than 5 strata lots in the strata plan.  [en. B.C. Reg. 238/2011, Sch. 1, s. 2.] 


 
 


Management of Contingency Reserve Fund 
 
6.3 (1) For the purposes of section 95 (4) of the Act, the strata corporation may only lend money in the 


contingency reserve fund to the operating fund if both of the following conditions are met:  
 


(a) the loan is to be repaid by the end of that fiscal year of the strata corporation; 
(b) the loan is for the purpose of covering temporary shortages in the operating fund resulting 


from expenses becoming payable before the budgeted monthly contributions to the 
operating fund to cover these expenses have been collected.  


 
(2) The strata corporation must inform owners as soon as feasible of the amount and purpose of any 


loan made under this section 
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Addenda D – Strata Plans 
 


Full Set of Strata Plans on File 
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Addenda E – Qualifications 


 


Mr. D. Allan Beatty, AACI, P.App 
 
 
Professional Experience & Qualifications  
 
September 2006 - Present • Under Contract to Kent-Macpherson Appraisals –


Completion of all types of valuation and consulting 
assignments including industrial, commercial, 
multi-family and resort developments, partial 
takings, life cycle costing and recreational 
property. 


 
April 1992 – 2006 
Valuation Consultant 
Manager of Real Estate Division 
Suncorp Valuations Ltd. 


• Under contract to Suncorp Valuations Ltd, Trained, 
and supervised staff of 7 appraisers including 
review of assignments for Real Estate Division. 
Completion of complex commercial assignments, 
and valuations for insurance and heavy industrial 
property, property tax consulting, fire insurance 
arbitration and lease arbitration. 


1990-1992 
Managing Partner 
Prairie Appraisals Ltd. 


1977-1990 
Senior Appraiser 
Perry Appraisals Ltd. 
 


• Completion of complex commercial and industrial 
assignments. 


 
 


• Completion of complex commercial and industrial 
assignments. 
 


 
Professional Memberships & Associations: 
   


• Toronto Valuation Accord 2005 to Present– Appointed as Chair in 2005 
• Canadian Institute of Chartered Accountants 2004 to 2007 – Member of the 


Standards Advisory Council 
• Appraisal Institute of Canada – Standards Board 1999 to 2007 - Appointed to assist 


in the rewrite of Canadian Uniform Standards, served as Chair for 2003 through 2005 
• Appraisal Institute of Canada - National President 1996-1997.  Served at Chapter, 


Provincial and National levels since 1984.  Past Chair of Professional Liability Insurance 
Committee, National Admissions Committee and Finance Committee. 


• Appraisal Institute of Canada - Awarded Rank of Fellow, 1997 - For meritorious 
service to the Appraisal Institute of Canada and the appraisal profession. 


• Appraisal Foundation – 1997 – 2003 – Trustee on the Board of Trustees, Chaired 
Governance Restructure Committee and International Relations Task Force. 


• Director, Union of Pan-American Valuers – 1996-1998 – Appointed as Canadian 
representative to this Board  
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Expert Witness and Special Projects 
 


• Appeared as an Expert Witness before Court of Queen's Bench, Saskatchewan Planning 
Appeals Committee and the Assessment Appeals Committee of the Saskatchewan 
Municipal Board, the New Brunswick Municipal Board, and the British Columbia 
Assessment Appeal Board. 
 


• Have represented property owners in various board related appeals, and consulted with 
assessment agencies for the City of Saskatoon, City of Regina, Saskatchewan Assessment 
Management Agency, Service New Brunswick, the Province of Manitoba Assessment 
Department and BC Assessment. 
 


• Contributing author to the Canadian Appraiser magazine and to UBC educational 
material for Appraisal Institute of Canada core education program.  Prepared Continuing 
Professional Development on-line course module. 
 


• Appointed as arbitrator for variety of fire insurance and other valuation disputes such as 
lease renewals.  Prepared, presented and defended evidence in hearings on these Matters, 
as well as numerous property assessment appeals. 
 


• Session Lecturer for Appraisal Institute of Canada theory courses 1101/1102.  Approved 
lecturer for Ethics, Standards and Claims Prevention Seminar for Appraisal Institute of 
Canada. 
 


• Completed land use and land value studies for major institutional clients including the 
City of Saskatoon and CP and CN Rail. 
 


• Consulting assignments on deep sea terminals - Prince Rupert and Squamish. 
 


• Valuation and expert witness testimony on PILT program - munitions depot. 
 


• Valuation of properties for the Eco-Gift Program, administered by Environment Canada. 
 


 
Education 
 
1988  Granted- Accredited Appraiser Canadian Institute (AACI), Appraisal Institute of Canada  
2004 REIC Course on Reserve Fund Studies 
1998-2002 American Society of Appraisers – Course series on Machinery & Equipment Valuation, 


courses M&E 201, M&E 202, M&E 203 and M&E 204 successfully completed. 
1998 Marshall Swift Cost Estimating - Lecture series on Calculator, Segregated and Unit-in-


place applications of the Marshall Swift Manual. 
1979 Boeckh Cost Estimating-Introductory and Intermediate Building Cost Estimating - 


Boeckh Valuation.  
1976  University of Saskatchewan - College of Arts and Sciences 
 


 














































































































































































































































































































































































































































































































































































































