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P Capital Asset Stewardship

Promoting Human Flourishing by Taking Care of Your Stuff
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What should a capital
replacement plan do?

P ... Minimize costly surprises
(prevent catastrophic failures) KK
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P Everything has a
finite useful life.

Expectit...
and plan for it.
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Average Age of Plant

_ Accumulated depreciation
depreciation expense

Estimates the number of years of depreciation that have been
realized by the community. An increasing number may indicate that

adequate resources are not being reinvested into the facilities.

fitchratings.com
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the straight-line depreaatlon method, is used by many not-for-profit Life Plan Communities (CCRC) to
monitor the financial age of fixed assets.

eSS S e g e e S e S e

The average age of plant is a simple ratio to calculate. Just divide your accumulated depreciation from your
balance sheet at year-end by your annual depreciation expense. The result is an estimate of your facilities’
average age. In addition, it's important for CCRCs to closely review property and equipment detail listings
each year for additions and disposals. This helps provide accuracy to the detailed property and equipment
records. If the property and equipment records aren't accurate, the calculation could be affected.

So what's the bottom line? A higher average age indicates a greater need for capital |

If your organization's ratio is 20, it indicates your fixed assets are approximately 20 years old. According to
the Commission on Accreditation of Rehabilitation Facilities’ benchmark for single-site providers, a ratio
of 10 indicates you're closer to the upper quartile and the mean ratio is 12 years, while the lowest quartile
is approximately 15 years.

If your average age of plant is below the mean or below the lowest quartile (greater than 15 years), it may
be time to evaluate your strategic plan and chart the course for the next five years. This ca
oraanization remain relevant to your existing residents and future generations alike.
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Key Rating Drivers
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What should a capital replacement plan do?

D .. .provide a detailed guide for “smart” capital
reinvestment.
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Reposition Replace
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= ... how, when,

who?
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Practical Steps

A. Walk-through visual survey
B. Review construction drawings

Accounting, Physical plant, Grounds
D. Catalog all capital assets

C. Interview department heads - Nursing, Food service,

21
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Qualify Capital Assets

Estimated Useful Life (EUL) >1 year
Replacement cost > $1000

Quantify Capital Assets

Replacement date (and replacement interval)
Replacement cost

22
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Estimated Useful Life

HUD
ASHRAE (American Society of Heating Refrigeration and Air

conditioning Engineers)
AHA(American Hospital Association)

Replacement Cost

RSMeans, on-line cost databases, the consultant’s experience and

knowledge
The community’s actual spending history

23
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Deliverable
A. 20-year detailed replacement schedule
... What you should expect to spend
each year for the next 20 years?
24
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| | Catg. |ltmn|3ucrlpﬂm |%‘$‘IEUL|(§,";‘;JIQW| Unit |UMCnst|E'?:r::'d|m| ey | 20 202ty |
03.04 Thermal & Moisture Protection Systems
03.04 Roofing, architectural shingles 1990 25 20 9 |ea 19,500.00 175,500 | Contract CAP 19,500
03.04 Roof, EPDM, 60-mil, Ballasted 1996 28 4 5,087 |sf 235 11,954 | Contract CAP
Expense Thermal & Moisture Protection Systems Subtotal 19,500
03.07 Doors, Windows & Hardware
0307  <[Automatic Door Operators — [ C 20030 (3] 1] 1 [ea [ 1.500.00 ( 1,500)] Contract | CAP I (1545
03.07 Windows, exterior | 2] 3| 1] 2450 [sf 1 6500 | 159250 |Contract | CAP | 164028 |
Expense Doors, Windows & Hardware Subtotal 165,573
03.08 Vertical Circulation
03.08 E;“;;g's Fiiches Lpgeades, | 2021‘ 30 | 1 ‘ 3 [ea | 35,000.00 | 105,000 |Contract | CAP 108,150
Expense Vertical Circulation Subtotal 108,150
03.09 Exterior Paint & Caulk
Recaulk Exterior Doors and
03.09 aﬁndows.ConlrolJomlsin | 2021 30 1 1]l ‘ 60,000.00 60,000 |Con!rat:t CAP G1.800|
asonry
Expense Exterior Paint & Caulk Subtotal 61,800
I 0501 [HVAC
25
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Deliverable
A. 20-year detailed replacement schedule
B. Funding Model
.
... What you must contribute to a Reserve
Fund in order to support spending prescribed
26
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When'’s the best time?
D Several months BEFORE
budget season
28
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When's the best time? S
il |

.
Prior to a major i .
expansion project |) . 3

|
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Who best to do the work?

A. Someone with margin to invest ample time into investigation, data
collection, forecasting

B. Someone with expertise in construction systems, materials,
inherent limitations, common defects, EUL, replacement cost, etc.

0

Someone with fresh eyes - (not blinded by familiarity)
D. Someone NOT conflicted by dual interests

30
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The Capital

Replacement Plan
is the tool. ..

These are the benefits:

) Avoid catastrophic
failures
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The Capital

Replacement Plan
is the tool. ..

These are the benefits:

) Answer the 4 “R’s
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The Capital

Replacement Plan
is the tool. ..

These are the benefits:

) Justify projects

bbbbbbbbbbbbbbbbb

.zumBrunneny. | c s

bbbbbbbbbbbbbbbbbbb

The Capital

Replacement Plan
is the tool. ..

These are the benefits:

) Justify increases in
entry fees and rents

17



6/2/2023

bbbbbbbbbbbbbbbbbbbbb

.zumBrunneny. | c s

bbbbbbbbbbbbbbbbbbb

The Capital
Replacement Plan
is the tool. ..

These are the benefits:

) Maintain healthy
Average Age of Plant
and optimal credit
rating.

35

Everything has a finite useful life.
Expectit... and plan for it.
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Doug McMillan

President

doug@zumbrunnen.com

404-606-1342
zumBrunnen.com

Doug McMillan, President of zumBrunnen, Inc., has a long-standing engineering and construction management
career. With more than 40 years of diverse experience, Doug has overseen and managed a variety of projects in

the senior living, multi-family, retail, industrial, and military construction arenas. Prior to joining zumBrunnen, Inc.

in 1998 as a Senior Project Manager, Doug worked in both the private and public sectors. The majority of his
career was with the U.S. Army Corps of Engineers advancing from Chief of Quality Assurance to Resident Engineer
in both the Los Angeles and Savannah Districts. In addition to senior management responsibilities, he was the
lead instructor for Corps of Engineers training courses in roofing, structural steel, and welding. He is a registered
professional Civil Engineer in the State of California.

As facilities continue to age, owners, advisors, and investors are demanding independent and objective
assessments of the facilities’ physical condition and accurate projections for capital replacement funding.
zumBrunnen, Inc. has completed numerous assessments for homeowner’s associations, boards, management
companies, and senior living campuses throughout the United States. The company’s commitment to and
reputation for providing comprehensive and objective reporting has earned them the endorsement of their
provider clients and the most prominent of the financial product and service companies, design professionals,
developers, and management companies servicing the multi-family housing field.
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