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Privacy

This Webinar will be recorded.

If you submit a question through Q&A, we will group and respond
to questions at the end of the presentation.

For your protection, do not identify your strata plan, business or
any personal information during the Webinar.

Questions will be held until the end of the presentation, at which
time the facilitator and speakers will remain live to respond to
guestions.

Speaker email addresses have been included and you are invited
to email them directly for assistance.



Understanding the expectation of
property ownership

Home ownership in a strata is about
meeting the obligations of the Act and
protecting your investments.

The Strata Property Act 3

“The strata is responsible for managing,
maintaining the common property and
common assets for the benefit of all
owners”



How we meet this expectation?

Approve funding for the annual budget
and special levies (if required)

If components are not renewed or
replaced at the end of their lifespan,
understand the consequences of deferral



How much do you Budget?

Create a Depreciation Report that help us
understand:
The cost of maintenance
The cost of repairs
The cost of future maintenance
The cost of future repaits

This helps us understand the financial
implications of the funding scenarios for
meeting the above costs as they occur



How Do You Save Money?

You HAVE £500... YES ITS PART OF OUR
FOR LOTTO TICKETS? RESERVE FUNDING PLAN
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What is a Depreciation Report?

A Depreciation Report is a legislated financial planning
tool that identify the life cycles of common property and
common assets strata corporations must maintain and
repait.

What we own, and what must be maintained & renewed less than once
a year or more frequently

Who is responsible: to conduct the maintenance & repairs
When assets need to be maintained

When assets need to be renewed

What it is going to cost

Who pays for the cost

How your strata will pay for the cost



What is included in a
Depreciation Report?

e All building structures and materials that are
common property, all designhated common
property, common assets, limited common
property that is the responsibility of the
strata corporation, and portions of strata lots
the strata corporation is required.to-maintain
or repair under the bylaws.

* Collectively these are often referred to as the

strata corporation renewal assets or building
components



Choosing a Depreciation Report
Provider

Depreciation Report legislation allows little guidance as it
allows anyone who the Strata Corporation thinks is
“Qualified”, to be able to do the Depreciation Reportt.

Understand the Competencies of each type of providers
skill set, and their limitations

Understand what Type of Report you are ordeting
Know the Qualifications of the Provider-and the Firm
Understand the Role of the Deprecation Report provider

Understand the Data the Deprecation Report provider
requires



Competencies

Engineers - Builders - Non-Engineers
Architects
Qualified for Bare Land,

Best Qualified for high-tises due to Townhomes and Low-Rise
the complex operations as well as Buildings.
the technol b lex.
C:ste(far? gh(;%lygza;.aél;eilg;ﬁ;r;gex Basic construction and technology.
floor Pricing is generally static.
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Types of Depreciation Reports

Engineered Reports Functional Reports
Inspections completed using Inspections completed visual
invasive  testing (example: review only.

cutting holding roofs or walls)




Review the Providers qualifications

Qualifications are determined for both the company
providing the service and the Planner or consultant
assigned to your property.

* Request information on actual qualifications,
designhations and experience

* Verify the Planner/company retains professional
liability insurance for Depreciation Reports

* Request and check references

* Review a sample Depreciation Report



The Role of the Depreciation Report
Planner

Read the records of the strata corporation and
identify common property and common assets
that are the responsibility of the strata
corporation to maintain and renew

Measure and Count the components and
assets that must be included in the Report

Inspect the Property to complete the analysis
Attend the Draft meeting with the Strata

Council after the Draft copy is delivered (if
part of the Contract).



The Role of the Strata Council

Assemble the records of the strata corporation
and common assets that are the responsibility
of the strata corporation to maintain and
renew.

Provide a Contact that the Provider can
contact, arrange the Inspection, get any
further questions and arrange the Draft
Meeting

Hold a Draft meeting with the Strata Council

after the Draft copy is delivered (if part of the
Contract).



Analysis of the Components

Depreciation Report providers must;

Evaluate the condition of the assets
Establish the Effective lifespan of the
assets

Estimate the Remaining economic lifespan
of the asset

Estimate the Renewal cost of the
components or assets

Estimate the projected costs for future
renewals and provide funding models
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Documents are Required

A Depreciation Planner must be provided with
the property documents of the strata
corporation that identify how property is
allocated to determine if and any
obligations from Leases, Easements,
Sections, Covenants or air space parcel
agreements.

Work with the provider if all documents-ate
not available.



Document List (Financial)

List of major work in the past five years

List of wotk planned in the next five years
Copies of quotes on any work planned in the
immediate future

Strata corporation year end financials for
past two to three years

AGM notices and results for the past 2-3
years

Leases for equipment or assets



Document List (Non-Financial)

Building Plans

The registered strata plan

The bylaws of the strata corporation
Registered easements and covenants
Legal opinions or Court / CRT decisions
Air Space Parcel Agreements

Any engineering or environmental Reports
Recent consulting Reports for the Roof,
Elevator, or Building Envelope

Former Depreciation Report (if any)



Allocation of costs of Sections

Sections are created through the bylaws of the strata
corporation. They determine the responsibility of
exclusive expenses allocated to the sections, which
determines how costs are paid by a section.

Strata corporations that have created sections have
multiple legal entities. In addition to the strata
corporation, each section is recommended to
commission a depreciation report.

Bylaws are assumed enforceable, unless a legal
opinion is provided to the contrary, or there is a
court, arbitration or civil resolution tribunal
decision altering the effect.



How does the Planner establish the
current life period of an asset?

Usually the experience of the Inspector is critical, especially as the building
design becomes more complex.

A review of the strata documents and records may provide sufficient evidence
that establishes current life of an asset.

Example:

* A building constructed in 2005

e Unless a building asset has been replaced, likely all assets are 15 years old

* A history of asset renewals, such as Roofing, Elevators, Hot and Cold Domestic
Water, Emergency Generator Systems, may have undergone significant
renewals or maintenance since 1995, and a review of records of the strata
corporation such as operations plans, general meetings, or council meetings
may be necessary.

NOTE: It is the Role of the Strata Council and a significant cost savings
to have these documents ready, not the Depreciation Report Provider to hunt
through your files.




Pricing replacement costs

Replacement or renewal costs are a combination of
factors

* Published cost schedules for building components
* Local economic conditions

* Geographic conditions

* Unique conditions to a property

* Current market conditions

* The Depreciation Planner may use a variety of
these tools to determine the most accurate
estimates; however, market values and conditions
change frequently.



Determining the Financial Health
of Your Strata

* Once assets are identified, the strata corporation
Depreciation Report will include the estimates for all
assets that are projected for renewal within the next 30
years.

* The Depreciation Planner will review the annual
budget of the strata corporation and the values of
contingency reserves and provide at least 3 funding
models for the strata corporation to consider as they
plan for the next 30 years cycle

* Itis recommended to include a full funding model
within the Report for the strata corporation to identify
and understand the full financial implications to renew
and maintain the assets of the corporation, as well as
the financial state of your Strata.



Financial Health of Your Strata

Benchmark Model or Fully Funded Model

Having a goal of being Fully Funded requires
keeping the Contingency Reserve Fund at or
near 100% funded. This means the Strata
Corporation is adhering to the simple and
responsible principle that you “replace what
you use up”.



Financial Health of Your Strata

Benchmark Model or Fully Funded Model

Cash in CRF

The Strata pays a one-time Special Levy to account
for past deferred CRF contributions, and then make
stable contributions to keep the fund stable.



What is Reserve Adequacy & Why is
it important?

The CRF cash balance can measure cash on hand, but the
true measure is whether the funds are adequate to meet the
strata corporation’s needs — it is measured by the
benchmarking tool called Reserve Adequacy.

This is a ratio of the actual and/or projected reserve fund
balance as compared to the reserve fund balance if it was fully
funded, expressed as a percentage.

The ratio provides an indication as to the ability of the strata
corporation to adequately cover its expenditures at any given
time.



Reserve Adequacy Targets

While a reserve adequacy of 100% is ideal, a
reserve fund in the 70% to 130% is considered
“Strong” as in this range, cash flow problems
are rare.

A strata corporation with a reserve adequacy in
the 35% to 70% range is considered “Average”
and can expect a series of periodical special
levies to meet its financial obligations.

When a strata corporation’s reserve adequacy
is below 35%, it is considered “Critical” can
expect loans or multiple special levies.

70 to 130%
or more

35to 70%

0 to 35%

STRONG
Low Probability of Special

Levies
Highly Desirable
Developments

CRITICAL
Probability of Special

Levies on a Regular
Basis




Financial Targets of Your Strata
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Should we have a Report done?

Yes, we commission deprecation Reports
to provide us with estimated information
& examples about:

-Inventory of Asset and their

Conditions
-When they need to be replaced or
require major repairs or upgrades
-What it will cost
-Recommendation on paying for it



How does planning help?

Depreciation Reports provide a long-term
picture of the complex and its assets, so we
can incorporate those into an operations plan.

A Depreciation Report is a Long Term Financial
Planning Tool

An Operations Report is an Annual Planning Tool

A Maintenance Manual helps maximize the lifespan
of the existing Building components



Why planning is critical to protect
your investments

Planning enables our strata community to
anticipate events that will occur in the future
and develop a strategy to meet the demands of
money, construction management, and
implementation of the projects identified in a
Depreciation Reportt.

Planning gives us time.



The benefit of a Financial plan

You can save sufficient funds to proceed

Cheapest e Monthly Contributions
\Jleieli=iis e Special Levies
e Borrowings / Loans

Very Expensive KR EIEIe]




The benefit of a Financial plan
Majority Vote

Contribute to the CRF as part of the budget
To spend recommended allowances from
CREF, as identified in the Depreciation
Report

Avoid %4 vote resolutions for special levies
Avoid Emergency failures that result in
inflated costs and increased insurance cost.



Time is one of the most valuable
assets for strata corporations

Plan for repairs

= Create a budget

\ § Start the planning process
i B0 2 3 vears before the project
Identify project consultants




What’s the role of council?

Actively reference the Depreciation Repott

Review the inventory of the Depreciation Report at
council meetings

Identify the significant costs that will arise within
the next 5-10-15 years

Identify the components that require routine
servicing and inspection

Identify the costs relating to otherprojects from 10-
20-30 years

Annually update your list of assets. projected.in the
next 10 years and determine how you will fund
them and when the renewal sequence should begin



BILL 14 — 2020
MUNICIPAL AFFAIRS AND HOUSING
STATUTES AMENDMENT ACT (No. 2), 2020

* The objective of the bill is to enable future changes
to the Strata Property Act regulations to address
growing concerns over the lack of depreciation
reports being undertaken and the low levels of
funding, and issues relating to insurance renewals.

* The amendments to the Act with the passing of
this bill do not have any immediate affect on strata
corpotrations.

* Anticipate a level of public consultation on the
proposed amendments as housing affordability
and sustainability will continue to be a focus for
government.



Questions

Please submit your questions through the Q&A portal

This webinar will be posted to the CHOA web site and
accessible through our You tube channel

Please feel free to share this video and the resources
with your council and fellow owners

Additional questions: please emall

Next Week's Webinar:

Implementing a Depreciation Report-to develop-an
operations plan for annual budgeting and operations.
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Thank you §
CHOA

Condominium Home Owners’ Association
1.877.353.2462
Go to: www.choa.bc.ca & sign up for the eUpdate
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