
Please refer to our “Asset 
Management” brochure for 
additional services that our 
team of technical specialists 

can assist with.

Depreciation
Reports

Property managers and owners are responsible for ensuring that 

their buildings are in a good state of repair by managing their capital 

assets and planning renewal activities.  Depreciation reports (also 

known as Reserve Fund Studies) are an important part of the asset 

management process.

As provided by the BC Strata Property Act, a depreciation report 

is prepared to estimate the repair or replacement cost and the 

expected life of major common elements.  The Strata Property Act 

requires Strata corporations to prepare a depreciation report.  A 

depreciation report includes a physical component inventory and 

evaluation of property that the strata are responsible to maintain or 

repair.  It provides a summary of repairs and maintenance work for 

common expenses that usually occur “less often than once a year 

or that do not usually occur”.  Finally, depreciation reports include 

financial forecasting which provide contribution scenarios that 

are a realistic assessment of the funds required for the purposes of 

undertaking major repairs to or replacement of the major common 

element building components.

The multi-disciplinary team at Morrison Hershfield draws from its 

extensive experience with residential construction, rehabilitation and 

life cycling/costing and works with the Strata Corporation to prepare 

the depreciation report and associated funding scenarios.



 
 

 
 

Common ElEmEnt ComponEnts

SCoPe oF SeRvICeS

We will provide the following scope of service to prepare 
your depreciation report:

Review the following documents prior to performing our site 
review:

•	 All existing warranties, guarantees and service contracts 
available for the common elements.

•	 The as-built architectural, structural, engineering, mechanical, 
electrical and plumbing plans for the property.

•	 The as-built specifications for the buildings.
•	 The plans for underground site services, site grading, 

drainage and landscaping, and television, radio or other 
communications services for the property.

•	 The repair and maintenance records and schedules 
undertaken since occupancy of the building.

•	 The most recent financial statements of the Strata 
Corporation.  At a minimum, these are to include the 
operating budget, the present contribution to the reserve 
(contingency) fund (i.e. how much and how frequently, and 
the estimated year-end reserve fund balance).

•	 All reciprocal cost sharing agreements, if any, of the Strata 
Corporation.

•	 Any previous depreciation reports or reserve fund studies, if 
applicable.

1.  DoCumEntation REquiREmEnts

 » Structural systems (where visible)

 » exterior walls, including cladding, 
sealants, penetrations and wall flashings

 » exterior doors, windows and skylights, 
including sliding glass doors

 » Roof system and roof decks including 
membranes, insulation, ballast, flashing, 
caulking, penetrations, safety anchors 
and parapets

 » Common mechanical systems, including 
plumbing drainage and supply, sewage 
systems, sprinkler systems, ventilation 
systems, space-heating systems and 
service water heating systems

 » Common electrical systems, including 
power distribution, emergency systems, 
fire alarm systems and exterior lighting

 » Common amenities and facilities

 » Parking facilities, roadways and curbs

 » Landscaping, including paths, sidewalks, 
fencing and irrigation

 » Interior finishes in the common areas, 
including floor covering and furnishings

 » Green building components (if 
applicable)

 » Balconies and patios

 » elevator systems review by an 
independent elevator consulting firm 
with no association with elevator 
manufacturers

•	 Conduct a visual examination of the common components 
of the complex, as well as a review of the interior of 5-10% 
of the suites, to assess the “as-maintained” condition of the 
various exterior elements of the building(s).  We will utilize 
the information from any available maintenance manual 
data, for specific identification of building assemblies and 
material recommendations.

•	 observations will focus on any performance issues, and/
or problems with the common element components in 
the individual suites, as well as in the building complex 
as a whole.  This review will include a sampling of the 
components as set out in section 6.2 (2b) of the Amended 
Strata Property Regulation.

2.  Visual REViEw
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wEb-basED sERViCE

our final report will encompass the following sections:

1. An introduction providing general depreciation requirements 
and explanation of the report

2. A physical inventory of the building components including 
nay recommendations for any further study or immediate 
repairs.  This will include a summary of repairs and 
maintenance work for common expenses that usually occur 
less often than once a year or that do not usually occur

3. A financial forecast of the current contribution levels and 
two proposed 30 year funding scenarios complete with 
descriptions.  The funding scenarios will include assumed 
interest rates and rates of inflation.

4. Supporting tables and graphs, including:

•	  A component inventory, which is a list of items to be 
included in the report.  This table will include  a brief 
description of the component including its current 
condition and known repair history; the recommended 
repair or replacement; an estimate of the remaining life 
expectancy of each item and an expected replacement 
cost for each item.  This information will be summarized in 
a Condition Assessment Table.

•	 A Thirty-Year Capital Plan and three thirty-Year Cash Flow 
scenarios with supporting graphs.  The three scenarios will 
include the current funding scenario and two additional 
contribution options based on assumed interest and 
inflation rates.

In addition, our scope of work includes:

•	 The submission of a draft report for the Strata’s 
consideration.

•	 one revision of the tables based on the feedback from the 
draft submission.

3.  DEliVERablEs

 Morrison Hershfield has developed a web-
based Strata Maintenance and Renewal 
Tool (SMART) system to assist the Strata 
in managing their maintenance/renewal 
program.

This is not proprietary software, but rather a 
Microsoft based program developed for  use in 
this application.  It is a user friendly interface 
for owners familiar with programs like excel to 
view their documents and actively update their 
expenditures as they are made each year, or as 
contributions change etc.  It is also a platform 
for the Strata to upload relevant supporting 
documents, to view their upcoming renewals 
and to receive email notifications of any 
upcoming activities.  Finally, it is a permanent 
record of the report for future owners, councils 
and property managers.

For the Depreciation Report, the web portal 
allows the Strata to view working copies of 
the report on a secured internet site.  This 
provides a dynamic and working copy of their 
cash flow scenario and the ability to store 
the final versions along with any supporting 
documents so that the reports are available 
to future Board members, future owners and 
property managers, as allowed by the Board.  In 
addition, the web-portal will provide a calendar 
with upcoming milestones as scheduled in the 
30-year cash flow with email notification.

smaRt 
(stRata maintEnanCE anD REnEwal tool)



 
 

 
 

Morrison Hershfield is a prominent, privately held, multi-disciplinary 
engineering and management firm.  our mandate is to provide 
services and solutions that will assist our clients in achieving their 
objectives in a cost effective, efficient, professional and friendly 
manner.  The firm was established in 1946 and has a broad range of 
engineering, architectural and specialist skills that are used to serve 
clients in the public and private sectors.

Depreciation Report projects at Morrison Hershfield are carried out 
by the Building Science division.  This group encompasses a staff of 
approximately 400 people across North America.  We have worked 
on many types of buildings and structures for a diverse array of 
clients and have helped owners retrofit their building/structures and 
plan funds for future maintenance/capital works, since our inception 
in 1946.

moRRison HERsHFiElD pRoFilE

We believe that Morrison Hershfield’s involvement 
offers the owners significant benefit because of 
the following:

 √ our experience as building envelope 
specialists in the local market

 √ our local project involvement in British 
Columbia on highly recognizable commercial 
and Residential development projects.

 √ our experience with reserve fund studies 
in the national market, notably Alberta and 
ontario where these reports have been 
required under legislation for many years.

 √ our ability to offer multidisciplinary 
engineering (M/e/S) experience out of our 
vancouver and victoria office.

wHy moRRison HERsHFiElD?

Dan Walters
DWalters@morrisonhershfield.com

536 Broughton Street, 2nd Floor
victoria, BC, v8W 1C6

Ph: 250-361-1215   Fax: 250-361-1235

Jacquelyn White
JWhite@morrisonhershfield.com
Suite 310, 4321 Still Creek Drive

Burnaby, BC, v5C 6S7
Ph: 604-454-0402    Fax: 604-454-0403

Craig Labas
CLabas@morrisonhershfield.com

630 Terminal Avenue North  
 Nanaimo, BC,  v9S 4K2  

Ph: 250-755-4025   Fax:  250-741-1441  

Please contact Morrison Hershfield for more information on how we can assist you

morrisonhershfield.com
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