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CAPITAL ASSET 
STEWARDSHIP:

PROMOTING HUMAN 
FLOURISHING BY 

TAKING CARE OF YOUR 
STUFF

Capital Asset Stewardship 

Promoting Human Flourishing by Taking Care of Your Stuff
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I should have 
seen that 
coming.
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What should a capital 
replacement plan do?

. . . Minimize costly surprises
(prevent catastrophic failures)

Everything has a 
finite useful life.

Expect it . . . 
and plan for it.
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A Tale of Two
Life Plan 
Communities
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Short-Sighted Acres Retirement Community

St
ro

ng
W

ea
k

Time

Financial Viability Market Defendability

Competition

Competition

Competition

Vacancy

Rent Reduction

Rising costs of 
deferred maintenance

Energy inefficiency / 
Rising energy costsCompetition

Insolvency
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Forward-Thinking Village Retirement Community
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Financial Viability Market Defendability

Capital Reinvestment

Market Recovery

A perpetually viable community requires 
continuous repositioning
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Average Age of Plant 
(years)

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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Average age of 
plant is weak for 
the market and 
approx. above 
16 years. 

Average age of 
plant is weaker 
for the market 
and approx. 13 
years to 16 
years. 

Average age of 
plant is suitable 
for the market 
and approx. 10 
years to 13 
years. 

Average age of 
plant is strong 
for the market 
and approx. 9 
years to 10 
years. 

Average age of 
plant is best in 
the market and 
approx. below 9 
years. 

fitchratings.com 

Key Rating Drivers
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What should a capital replacement plan do?

. . .provide a detailed guide for “smart” capital 
reinvestment.
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Repair Renovate

Reposition Replace
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Annual capital 
replacement 
expense

Methodology
. . . how, when, who?
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Methodology

Practical Steps

A. Walk-through visual survey 
B. Review construction drawings
C. Interview department heads – Nursing, Food service, 

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

Methodology 
Qualify Capital Assets

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

Quantify Capital Assets

• Replacement date (and replacement interval)
• Replacement cost
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Methodology
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

Methodology
Deliverable

A. 20-year detailed replacement schedule

. . . What you should expect to spend 
each year for the next 20 years?
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Methodology
Deliverable

A. 20-year detailed replacement schedule
B. Funding  Model

. . . What you must contribute to a Reserve 
Fund in order to support spending prescribed 
by the 20-year schedule
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Funding Model

Reserve fund balance

Required annual contribution

Capital Spending

When’s the best time?

Several months BEFORE 
budget season
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When’s the best time?

Prior to a major 
expansion project

Methodology

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.

C. Someone with fresh eyes  - (not blinded by familiarity)

D. Someone NOT conflicted by dual interests
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The Capital 
Replacement Plan 
is the tool. . . 
These are the benefits:

Avoid catastrophic 
failures

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

The Capital 
Replacement Plan 
is the tool. . . 
These are the benefits:

Justify increases in 
entry fees and rents

33

34



6/2/2023

18

The Capital 
Replacement Plan 
is the tool. . . 
These are the benefits:

Maintain healthy 
Average Age of Plant 
and optimal credit 
rating.

Everything has a finite useful life.
Expect it . . .  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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