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OPERATIONS 

REPLACEMENT RESERVE POLICY & PROCEDURES 

Purpose 

The intent of the replacement reserve policy and procedures is to assist Aboriginal Housing Providers in 

achieving excellence in property management, streamlining administration and to support the 

preservation of the assets in the Indigenous non-profit housing sector.  

Definitions  

AHMA:  Aboriginal Housing Management Association 

AHP:  Aboriginal Housing Providers 

PM:       Portfolio Manager   

MHO:    Manager of Housing Operations 

RR:  Replacement Reserves 

FSS:  Financial Services Specialist 

FYE:  Fiscal Year End 

Agreement: Operating, Operator and Support(s) 

Authority 

AHMA’s vision and mandate. 

Scope  

This policy applies to the MHO, PM’s and the Aboriginal Housing Providers who have a Replacement 

Reserve fund governed by an Agreement administered by AHMA.  

Responsible Parties 

✓ MHO and PM’s are responsible for administering this policy to make sure any related initiatives 

adhere to its purpose and guiding principles. 

✓ MHO is responsible for administering this policy within AHMA operations team and reporting on 

this policy from time to time.  

✓ AHP’s are responsible for adhering to this policy and procedures.  

Policy Statement  

To ensure AHP’s have the appropriate RR funding and support needed to practice successful asset and 

financial management, the RR policy and procedures will: 
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✓ Ensure that AHP’s and AHMA’s operations are efficient and streamlined. 

✓ Ensure all RR’s are managed consistently and fairly.  

✓ Ensure all RR’s levels, risk and health is monitored and controlled.  

✓ Ensure all RR’s and administered as per, the Agreement. 

Replacement Reserves 

1.0 Standardized list of Replacement Items: 

RR’s fund the cyclical replacement of components that are typically replaced several times during the 

life of a building. For example, the future replacement costs for items like; appliances, flooring, heating, 

interior structure, paint, driveway paving, roofing, window covers, the exterior structure and more.  

 

Check the Standardized List of Replacement Items listed below and attached to see if the item you need 

repaired qualifies for RR funds. 

a) BC Housing: Provincial Programs Standardized List of Replacement Items; 

b) Urban Native: Federal Programs Standardized List of Replacement Items. 

 

2.0 Operating Budget: 

The RR fund enables AHP’s to plan for the replacement of major items that periodically wear out, so the 

building continues to be functional over its useful life. The RR is funded as part of the operating budget, 

through an annual or monthly transfer from your operating bank account to the RR account. The 

amount you transfer is allocated on your approved operating budget.  

It should be noted; RR funds are distinct from your day to day maintenance covered by your operating 

budget. Further, the primary reason for establishing a RR fund is to account for these costs separately 

from ongoing operating costs. By funding an annual provision to the RR in the operating budget, you 

have stable funding to replace items as they wear out. 

3.0 Capital Planning: 

In addition, the RR funds are distinct from your capital planning. The RR fund does not fund the 

replacement of all the building’s components during its useful life. Instead, costs to replace major 

building components are considered one-time expenses that form part of your capital plan. Generally, 

repairs fall into two categories: minor and major. If you have questions regarding your RR or capital 

items, the first point of contact for repairs is your PM. Your manager will consult with you and discuss 

available options for funding. More information can also be found on the BC Housing Website. 
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Procedure    

1.0 Spending Reserves: 

Approval from your AHMA/PM is not normally required if the RR expenditures are limited to the 

replacement of items on the relevant Standardized List of Replacement Items. In addition, you do not 

normally need to provide copies of invoices for eligible reserve expenditures; nonetheless, your PM may 

ask for copies of quotes or invoices for reserve items that require AHMA approval. As an alternative, if 

your RR account is governed by an Agreement, we may require AHP’s to provide us a detailed 

breakdown (general leger) of your RR expenses when you submit your audited statements for that fiscal 

year.   

Approval from your PM may be required if: 

✓ PM considers it necessary to review the RR fund in more detail. 

✓ The RR funding level is too high or low.  

✓ Expenditures are not on the relevant Standardized List of Replacement Items. 

✓ RR items are different in design than the original components; for example, electric 

 baseboard heaters are being replaced with forced air furnaces. 

✓ Replacement costs are considerably higher than the estimated replacement cost; for example, 

the cost of a roof replacement is double the original capital cost.  

✓ A capital item requires replacement much earlier than its estimated useful life; for example, the 

estimated useful life of a roof is 22 years, but yours needs to be replaced at 12 years. 

 

2.0 Purchasing Guidelines: 

Although you don’t require prior approval for most reserve replacements, follow the same purchasing 

criteria you use for spending other funds. Purchasing procedures and back up may be reviewed for best 

practices at Financial or Operational Review (see the BC Housing Maintenance Guide for more 

information on purchasing). 

 

3.0 Replacement Reserve Funding: 

The RR provision is set out in the operating budget and is an eligible operating expense. All RR revenue 

and expense activities must be disclosed on a separate statement, as part of the audited financial 

statements, with each expense itemized. In addition, the auditor must include a separate report or 

notes to the financial statements indicating that: 

✓ RR have been funded and maintained in accordance with the requirements of the Agreement. 

✓ All interest accruing to the fund has been recorded.  

✓ RR funds are held is a separate bank account from the operating funds.  
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4.0 Investing Replacement Reserve Funds 

a) Allowable Investments: 

RR funds in developments governed by Agreements must be funded annually and held in an 

investment account in your organization’s name. Investing reserve funds and accrued interest is 

limited to securities that are authorized under your constitution and bylaws, and that are 

authorized under the Societies Act and the Trustee Act. 

b) Maximizing Returns on Investments: 

Over time, the costs of replaceable items are likely to increase. Consequently, your RR account 

must earn annual interest that is at least the increase in the Consumer Price Index (CPI) to 

remain adequate in future years.  

c) Investment Policy Statement: 

The people managing investments in RR must exercise the care, skill, diligence and judgment 

that a prudent investor would exercise in making investments. We encourage your board of 

directors to develop a Statement of Investment Policy with goals and time frames for managing 

RR funds. Proper investment practices will ensure successful long-term management, maximize 

returns, and ensure funds are managed prudently and comply with applicable legal 

requirements. The policy should, at a minimum, address the following: 

✓ The key facts about the AHP and the funds to be invested. 

✓ The purpose or objectives of the investment fund and its time horizon. 

✓ Any constraints or restrictions on the assets. 

✓ The allowable asset classes and asset allocation. 

✓ The monitoring and controls procedures and roles and responsibilities of the parties. 

 

5.0 Funding Threshold Limits: 

We use maximum and minimum “funding threshold limits” to identify when reserve balances appear to 

be excessive or inadequate. These funding threshold limits can indicate when projects may require 

additional funding or support for capital planning. Ideally, the amount in the reserve should not be less 

than two times (underfunded) or more than 10 times (overfunded) the funding threshold limit.  

 

Using an imputed average annual provision amount (currently $60 per unit for seniors’ developments 

and $72 per unit for families and special needs), we compare the balance in your reserves to the average 

annual provision.  

 

If your reserve balance is greater than the maximum or less than the minimum funding threshold 

amount, AHMA may take steps to address possible overfunding or underfunding cases. 

 



 

 

Approved by ELT: 2018-11-27 |Submitted by Sarah Silva – v2 | Copyright © AHMA 2018 Page 5 of 7 
Suite 615-100 Park Royal South, West Vancouver, BC, V7T 1A2 | Phone: 604-921-2462 | Fax: 604-921-2463 | www.ahma-bc.org 

OPERATIONS 

6.0 Reserve Overfunding and Underfunding: 

AHMA will contact you if a potential overfunding or underfunding situation is identified.  

 

Overfunding: When a surplus of RR funds arises, potential strategies include: 

✓ Stop annual funding for the reserves until the balance falls below the upper threshold limit. 

✓ Allocate the cash surplus to a current or upcoming item needing replacement. 

 

Underfunding: If an apparent shortfall exists, potential strategies include: 

✓ Consider whether recent capital replacements explain the low reserve fund balance and, if so, 

whether taking no action may be appropriate. 

✓  Identify whether reserves have been used for other purposes. 

✓ Provide a one-time payment to the annual provision amount, based on replacement 

requirements. 
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SCHEDULE A 

PROVINCIAL STANDARDIZED LIST OF REPLACEMENT ITEMS 

Including Estimated Useful Life 
 

Life Span 

Category Item Family Seniors Special Needs 

APPLIANCES Dishwasher 12 15 12 
 

Dryer 13 16 13 
 

Fridge 14 17 14 
 

Wall Oven 12 15 12 
 

Stove Top 12 15 12 
 

Stoves 12 15 12 
 

Washer 13 16 13 

FLOORING Carpet 5 7 5 
 

Linoleum / Vinyl 10 14 10 
 

Carpet - Common Areas 7 10 7 
 

Linoleum / Vinyl – Common Areas 16 20 16 

HEATING Furnace 13 16 13 
 

Boiler 20 20 20 
 

Electric Heat 20 20 20 
 

Hot Water Tanks 10 10 10 
 

Water / Oil Pumps 20 20 20 

INTERIOR STRUCTURE Air Conditioning 11 14 11 
 

Central Air Conditioning - Common Areas 
   

  
15 20 15 

 
Countertops 15 20 15 

PAINTING Exterior Paint 8 8 8 
 

Exterior Trim Painting 8 8 8 
 

Interior Painting- Common Areas 5 7 5 
 

Interior Painting 5 7 5 

PAVING Driveways Paving 15 15 15 

ROOFING Roof 22 22 22 

WINDOW COVERINGS Blinds 7 11 7 
 

Drapes 8 10 8 
 

Awning 5 7 5 

EXTERIOR STRUCTURE Balcony Coverings 15 15 15 
 

Deck and Deck Coverings 10 10 10 
 

Fencing 10 10 10 
 

Playground Equipment 10 10 10 
 

Security Gate 15 20 15 

OTHER Fresh Water Pump 12 12 12 
 

Sewage / Pressure / Relay 20 20 20 
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SCHEDULE B 

Urban Native Program Pre and Post 

FEDERAL STANDARDIZED LIST OF REPLACEMENT ITEMS 

Including Estimated Useful Life 

Item Building Element Life (years)  
Parking Garage Door/Operator 10 

  Waterproof Membrane 15 

Mechanical Boilers 20 

  Fans 15 

  Heating System 20 

  Water Supply 20 

Electrical Emergency Lighting 20 

  Intercom 15 

  Lighting 15 

  Panel 20 

  Wiring 25 

Interior  Appliances 10 to 15 

  Cabinets 20 

  Doors 15 

  Elevators - Upgrades 10 

  Elevators - Controls 15 to 20 

  Finishes 15 to 20 

  Flooring 10 

  Painting 7 

  Plumbing - Faucets 7 

  Plumbing - Fixtures 20 

  Hot Water Tanks 5 

  Window Coverings 7 

Exterior Balcony Railings 10 to 15 

  Caulking 5 to 10 

  Weather-stripping 5 to 10 

  Doors 20 

  Walls, Columns, Siding 15 to 20 

  Flashing 10 to 25 

  Gutters and Downspout 10 to 15 

  Roofing 15 to 25 

  Windows 15 to 20 

  Paint 5 to 10 

Site Work Culverts 25 

  Asphalt 10 to 15 

  Fencing 10 to 20 

  Landscaping 10 to 20 

  Playgrounds 10 to 15  

  Stairs, Porches, Decks 10 to 15  

  Storage Service Buildings 20 

 


