Strata Plan BCS 2789 - Keyalano G13-202
S E g:’!“ml'u Depreciation Report
lNul’illﬂll(ﬁ“$|h4 CaﬂhFlOWsUn\mal’y
- Resldantlal Section -
Scenario #2: Fully Funded Final
Increases Over 5 Years
Openina Balance of the Reserve Fund: $22,628
MInimum Desired Reserve Fund Balance: $40,000 Assumed Inflation;  3.00%
Initial Contribution Increment:  15.60%
Assumed Annual Interest Rate for Interest Earned: 2.00%
Final Contributlon Increment; ~ 3.00%
Parcontage
, Inurensa in
Rocommended | Estimatad Inflatlon | Estimated Rocommended
Opaning Anpual Adjusied Interost Annual Closlng
__Year Balango Contribution Expoud|iuros Earned Conlributton** Balance Commenits
2013, §22,628 $7,602 30 $463 NIA $30,510
2014 $30,610 $12,145 $0 $610 N/A $43,266  |Crillcal Year #1
20186 $43,266 $14,040 SO $865 16.60% $68,170
2016 $50,170 $16,230 $0 $1,163 15.60% $75,663
2017 $§76,663 $18,762 $0 $1,611 15.60% $95,636
2018 $05,836 $21,608 -$17,388 $1,917 16.60% $102,052
2019 $102,052 $22,338 -$20,061 $2,011 3.00% $96,5681
2020 $96,581 $23,009 -$34,436 $1,032 3.00% $87,085
2021 $87.085 $23,700 $0 $1,742 3.00% $112,626
2022 $112,620 $24,411 $0 $2,261 3.00% $139,188
2023 $139,188 $25,143 -$14,783 $2,784 3.00% $152,331
2024 $162,334 $25,807 $0 $3,047 3.00% $101,276
2025 $161,275 $26,674 ~-$35,644 $3,626 3.00% $175,930
2026 $176,930 $27,474 $0 $3,619 3.00% $2086,023
2027 $208,923 $28,299 $0 $4,138 3.00% $239,360
2028 $239,360 $29,147 -$119,903 $4,787 3.00% $153,332
2029 $163,332 $30,022 $0 $3,087 3.00% $186,420
2030 $186,420 $30,823 $0 $3,726 3.00% $221,071
2031 £221,071 $31,860 -$42,6681 $4,421 3,00% $214,782
2032 $214,782 $32,806 $0 $4,208 3.00% $261,883
2033 $251,883 $33,790 -$148,007 $5,038 3.00% $140,804
2034 §140,804 $34,804 $0 $2,016 3.00% $118,423
2035 $178,423 $35,848 $0 $3,666 3.00% $217,840
2006 $217,640 $36,023 $0 $4,357 3.00% $259,119
2037 $259,119 $36,031 -$50,820 $5,182 3.00% $251,613
2038 $251,513 $39,172 -$211472 $5,030 3.00% $04,243 | Crltical Yoar #2
2039 $84,243 $40,347 $0 81,685 3,00% $126,276
2040 $126,275 $41,557 -§$62,186 $2,526 3.00% $108,162
2041 $108,162 $42,804 $0 $2,163 3.00% $153,120
2042 $153,128 §44,008 $0 $3,083 3.00% $200,280

#+ Refars to the Increasa In the current annual contribullons to the Reserve Fund only, which Is a portion of the Annual Operating Budget.



Slrala Plan BCS 27409 - Kayslona G13-202
SE ls.:l':-":‘?“ gepre:llatlosn Report
L= ash Flow Summar
SRS A » Residentlal Sectlony~
Scenarlo #3: Fully Funded Final
Increases Over 16 Years
REGOMMENDED
Onening Balance of the Reserve Fund: $22,028
Minimum Desired Reserve Fund Balange: $40,000 Assumod Inflation: 3.00%
(nitial Contribution Increment:  7.05%
Assumed Annual Intarast Rate for Interest Earned: 2.00%
Final Contribution Increment: ~ 3.00%
Percontago
Incrisuse n
Ravommondod | Estimated nfiation | - Estimated | Roosmmandod
Opaning Annual Adjusted Intarest Annval Closing
Yoar Balance Contrlbution Exponditures Earned Conlributlon** Bal G "
2013 $22,628 $7,602 $0 $453 NIA $30,510
2014 $30,510 $12,145 $0 $5610 NIA $43,265 |Critical Year #4
2016 $43,265 $13,001 $0 $866 7.06% $57,131
2018 $67,131 $13,918 $0 $1,143 7.05% $72,192
2017 §72,192 $14,099 $0 $1,444 7,06% 88,535
2016 $68,635 $15,949 -$17,3B9 $1,771 7.06% $68,860
2019 $66,806 $17,074 529,051 $1,777 71.06% $77,865
2020 $77,865 $18,278 -$34,430 $1,557 7.08% $63,264
2021 $63,264 $19,666 $0 $1,265 7.05% $84,095
2022 $84,005 $20,046 $0 $1,682 7.06% $106,723
2023 $106,723 $22,422 -$14,783 $2,134 7.05% $116,498
2024 $116,406 $24,003 $0 $2,330 7.05% $142,829
2026 $142,0829 $25,695 -$35,644 $2,057 7.05% $135,737
2026 $136,737 $27,607 $0 $2,716 7.08% $186,958
2027 $165,958 $29,448 $0 $3,319 7.05% $19868,723
2028 $108,723 $31,522 -§119,963 $3,074 1.06% $114,266
2029 §114,256 $33,744 $0 $2,285 7.06% $150,285
2030 $150,285 $34,768 $0 $3,006 3.00% $188,047
2031 $100,047 $36,700 -$42,561 $3,761 3.00% $185,046
2032 $185,046 $36,673 $u $3,701 3.00% $225,620
2033 $225,820 $37,078 -$149,807 $4,612 3.00% $118,205
2034 $118,206 $39,119 $0 $2,364 3.00% $159,607
2035 $169,687 $40,702 30 $3,104 3.00% $203,173
2036 $203,173 $41,501 $0 $4,063 3,00% $248,738
2037 $248,738 $42,746 -$60,820 $4,975 3.00% $246,638
2038 $245,639 $44,028 -$211,472 $4,913 3.00% $03,108  [Crltical Year {2
2039 $83,108 $45,349 $0 $1,662 3.00% $130,120
2040 $130,120 $46,710 -$62,186 $2,002 3.00% $117,236
2041 $197,236 $48,111 $0 $2,345 3.00% $167,691
2042 $107,601 449,554 50 $3,354 3.00% $220,600

s« Refers to the Increase In the current annual contributlons to the Reserve Fund only, which Is a portlon of the Annual Operating Bucdiget.
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Cash Flow Summary

« Residontlal Sectlon -

G13-202

Scenario #4: Minimum Contributions Final
Ingreases Indexad to Inflatlon
Opening Balance of the Reserve Fund: $22,6248
Minimum Deslred Reserve Fund Balance: $40,000 Assumed Inflation:  3.00%
Contribution increment:  3.00%
Assumad Annual Intérest Rate for Interest Earnad; 2.00%
Perconlage
Inereano ln
Roca) fod | E ted Inflotlon | Esthimated Hecommundud
Qpaning Annuiol Adusted Intecast Annual Closing
Yaar Hanlaneo Cantrlbution  Exponditnres Earnod Spocinl Levy Contributlon® Halanoo Comments
2013 $22,628 $7,602 $0 $453 $0 NIA $30,083
2014 $30,510 $12,145 $0 $610 $0 NiA §49,265
2015 $43,265 $7,602 $0 $066 $0 37.40% §61,793
2016 361,733 $7,830 $0 $1,035 $0 3.00% $60,698
2017 $60,508 $8,065 $0 $1,212 $0 3.00% §69,075
2018 $60,675 $8,307 -$17,3689 $1,3u8 $0 3.00% $62,191
2019 $62,191 $8,567 -$29,6851 $1,244 $0 3.00% $42,140
2020 $42;,140 6,813 -$34,438 $043 $0 3.00% $17,350
2021 $17,359 $9,078 $0 $347 $0 3.00% $26,784
2022 $206,764 $9,350 $0 $530 %0 3.00% $36,870
2023 $36,670 $9,630 -$14,783 $733 $0 3.00% $32,251
2024 $32,251 $9,819 $0 $646 $0 3.00% $42,815
2025 $42,815 $10,217 -$35,644 $8560 $0 3.00% $18,244
2026 $18,244 $10,623 $0 $365 $0 3.00% $20,132
2027 $29,132 $10,839 $0 $683 $0 3.00% 340,654
2028 $40,554 $11,104 -$116,063 $6811 $70,000 3,00% $2,566
2029 $2,566 $11,499 $0 $51 $0 3.00% §14,117
2030 $14,117 $11,844 $0 $262 $0 3.00% $26,243
2031 $26,243 $12,200 542,561 $625 $5,000 3.00% $1,407
2032 $1,407 $12,566 $0 328 $0 3,00% $14,000
2033 $14,000 $12,942 -$149,807 $260 $125,000 3.00% $2,316
2034 $2,316 $13,331 $0 $46 $0 3.00% $16,693
20356 $16,683 $13,731 $0 $314 30 3.00% $29,737
2030 $29,737 $14,143 $0 $505 $0 3.00% $44,476
2037 $44.475 $14,567 ~$50,820 foaq $0 3.00% 9,111
2038 $9,111 $15,004 $211,472 $162 $190,000 3.00% $2,826
2039 $2,826 $16,464 $0 $57 $0 3.00% $18,336
2040 $18,336 $15,918 -$62,196 $367 $30,000 3.00% $2,425
2041 $2,425 $16,305 $0 $48 $0 3.00% $18,868
2042 $18,868 516,087 50 3377 $0 3.00% $36,133

»* Refers to the Increase In the current annual contributlons to the Rescrve Fund only,

which is a portion of the Annual Operating Budget,



Strata Plan BCS 2789 » Keyslone G13-202
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Depreclation Report
Cash Flow Summary
- Rosldentlal Section -

Scenarlo #5: 50% of Fully Funded Final
Supplemented by Speclal Levies
Openina Balance of tho Reserve Fund: $22,628
Minimum Desired Reserve Fund Balance: §40,000 Assumed Inflation:  3.00%
Initial Contrlbution Increment:  31.50%
Assumed Annual Interest Rate for Intarest Earnad: 2,00%
Final Contribution Increment:  3.00%
Porcontioge
Inorepsa in
Rowt ludh | Estlmatodd [nflatlon | Estlmalad Recommandad
Opaning Annval Adjustad Int 1 Annual Glosing
_ Year Balance Gontilbution | Expandliuron Enrnud Spoalal Lovy Conlilbullon' Balance Commenls
2013 $22,020 $7,602 80 $453 $0 NiA $30,663
2014 $30,510 $12,145 $0 $610 $0 N/A $43,266
2015 $43,265 §16,971 $0 $865 $0 31.50% $60,101
2016 $60,101 $16,450 §0 $1,202 $0 3.00% $77,753
2017 §77,753 $16,943 $0 $4,555 $0 3.00% $98,251
2018 $066,261 $17,4562 -$17,389 $1,925 $0 3.00% $08,239
2019 $96,239 $17,976 -$20,851 $1,965 $0 3.00% $80,327
2020 $80,327 $18,514 -$34,436 $1,767 $0 3.00% 374172
2021 $74,172 $19,070 $0 $1,489 50 3,00% $04,725
2022 $04,725 $19,842 $0 $1,895 $0 3.00% $116,262
2023 $118,262 $20,231 -§14,783 $2,325 $0 3.00% $124,035
2024 $124,036 $20,838 30 $2,401 $0 3.00% $147,354
2025 $147,354 $21,463 -$35,644 $2,047 $0 3.00% $136,120
2028 $138,120 §22,107 $0 $2,722 $0 3.00% $160,060
2027 $190,950 322,770 $0 $3,219 $0 3.00% $186,839
2028 $186,030 $23,453 -$119,963 $3,739 $0 3.00% $94,108
20289 $94,168 $24,167 $0 $1.063 $0 3.00% $120,208
2030 $120,208 $24,082 $0 $2,404 30 3.00% $147,404
2031 $147,494 $25,628 -$42,561 $2,950 $0 3.00% $133,611
2032 $133,611 $20,307 $0 $2,670 30 3.00% $162,579
2033 $102,679 $27,189 -§149,907 $3,252 $0 3.00% $43,112
2034 $43,112 $28,005 $0 $082 $0 3.00% $71,870
2035 $71,979 $28,845 $0 $1,440 $0 3.00% $102,283
2036 $102,263 $29,710 $0 $2,046 $0 3.00% $134,018
2037 $134,018 $30,601 -$50,820 $2,6080 $0 3,00% $116,481
2038 $116,481 $31,520 -$211,472 $2,330 i $105,000 3,00% $43.850  [Critical Year #1
2038 $43,858 $32,166 $0 $o77 50 3.00% $77,201
2040 $77,201 $33,499 -$62,196 $1.644 $0 3.00% $49,980
2041 $40,088 $34,442 30 $1,000 $0 3.00% $05,430
2042 205,430 $35,475 30 41,709 $0 3.00% $122,614

«+ Refors to the Increase In the current annual cantributlons to the Reserve Fund only, which Is a portlon of the Annual Operating Budgot.
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SPRATT EMANUEL ENGINEERING LTD.

CONTINGENCY RESERVE FUND STUDY/ Our File No. G13-202
DEPRECIATION REPORT November 30, 2013

STRATA PLAN BCS 2789 — KEYSTONE
12350 HARRIS ROAD, PITT MEaDOWS, B.C.

APPENDIX D:

Commercial Section — Financial Scenarios and Graphs




. Sirata Plan BCS 2789 - Keystone G13-202
S B Dapreclation Report
EHGINIERING LTO, Cash Flow Summary
- Commerclal Section -
Scenario #1: Fully Funded Final
Increase Over 1 Year
Openinp Balance of the Reserve Fund: $1,310
Minimum Desired Reserve Fund Balance: $10,000 Assumed Inflation:  3.00%
Initial Contributlon Increment:  260.00%
Assumed Annual Interest Rate for Interast Earned: 2:00%
Final Contribution Increment;  3.00%
Pureantaye
Inurenso in
o lad | Esll il | Eutbmuted Rocormmonded
Openlng Annual Adjustod Interest Annual Glosing
Year Balongo Conlributl Expanditurss Enrned Contrlbntlon** balance Cammenls
2013 $1,010 $1,048 - $0 $20 NIA $2,374
2014 $2,374 5624 $0 $47 N/A $3,246  |Gritlcal Year #1
2015 $3,246 $2,960 $0 $66 260,00% $6,277  |Critleal Yesr #2
2018 $6.277 $3,056 $0 $126 3.00% $0,466  |Crillcal Year #3
2017 $9,458 §3,147 $0 $109 3.00% $12,795
2018 $12,795 $3,242 -$8,415 $266 3,00% $8,177  |Caltival Yoar #4
2019 $8,177 $3,330 $0 $164 3.00% $11,679  |Critlcal Your #5
2020 $11,679 $3,4390 $0 $234 3.00% $15,352
2024 $15,352 $3,642 $0 $307 3.00% $10,201
2022 $19,201 $3,648 $0 $304 3.00% $23,233
2023 $23,233 $3,758 $0 $465 3.00% $27,450
2024 $27,456 $3.871 %0 3649 3.00% $31,078
2026 $31,876 $3,987 $0 $638 3.00% $36,500
2026 $38,600 $4,106 50 $730 3.00% $41,336
2027 $41,336 $4,229. 50 $827 3,00% $48,392
2028 $46,392 $4,360 -$10,906 $928 9.00% $40,771
2020 $40;771 $4,487 30 $816 3.00% $46,073
2030 $46,073 $4,622 $0 $021 3.00% $61,816
20314 $51,616 §4,760 $0 $1,032 3.00% $067,409
2032 $57,409 $4,603 $0 $1,148 3.00% $63,460
2033 $83,400 $5,050 -$54,183 $1,269 3,00% $15,508  |Critlcal Yoar #6
2034 $15,595 $5,202 $0 $312 3.00% $21,110
2035 $24,110 $5,358 30 $422 3.00% $26,890
2036 $26,090 $5,519 $0 $538 3.00% $32,046
2037 $32,046 $6,084 $0 $659 3.00% $30,289
2038 $39,209 $5,855 -$14,656 $766 3,00% $31,273
2039 $31,273 $6,030 $0 $825 3.00% $37,920
2040 $37,829 $6,211 $0 $769 3.00% $44,099
2044 $44,800 $6,307 $0 $898 3,00% $62,194
2047, $52,194 50,560 50 §1,044 3,00% $50,827

#* Rofers to the Increase In the current annual contributions to the Reserve Fund only, which is a portion of the Annual Operating Budgot.




Strala Plan BOS 2780 - Koeystone G13-202
S J g:":\?“uru Depreclation Report
T T T Cash Flow Summary
- Commaercial Section -
Scenarlo #2: Fully Funded Final
Increases Over 5 Years
Openlng Balance of the Reserve Fund: $1,310
Minimum Desired Reserve Fund Balanco: $10,000 Assumed Inflation: 3.00%
tnitial Contribution lncrenent:  38.00%
Assumed Annual Interest Rate for Interest Earned: 2.00%
Final Coniributlon Increment: ~ 3.00%
Parcantage
Intrease n
Ruoy fod | Estimatod lnf) Esfimatod Rocommpnded
Opening Annial Adjustad Intarosl Annpal Closing
Year Balance Contrlbution Expendituras Earpod Conlributlen** Halnneg Cotinenis
2013 $1,910 $1,046 §0 £26 NIA $2,382
2014 $2,374 824 $0 $48 N/A $3,248 Critleul Yoar #1
2016 $3,246 $1,121 $0 $65 38.00% $4,432 Critlcat Yoar 2
2016 $4,492 $1,524 $0 $89 36.00% $6,044  |Critical Yoar 43
2017 $6,044 $2,073 50 $121 36.00% $6,238  |Crillcal Year #4
2018 $8,238 $2,019 -$8,115 $185 36,00% $3,107  |Crltical Yoar 5
2019 $3,107 $3,634 $0 $62 30,00% $7,003  |Ciltlcal Yoor #5
2020 $7,003 $3,949 $0 $140 3.00% $11,002  |Gritlcal Yoar #7
2021 $11,002 $4,067 $0 $222 3.00% $15,381
2022 $15,381 $4,189 $0 3308 3.00% $19,878
2023 $189,878 34,315 $0 $399 3,00% $24,590
2024 $24,590 $4,444 $0 $492 3,00% $20,627
2025 $20,527 $4,578 $0 $591 3.00% $34,605
2026 $34,695 $4,715 $0 §694 3.00% $40,104
2027 $40,104 $4,857 $0 $602 3.00% $45,763
2028 $45,763 $6,002 -$10,906 $015 3,00% $40,774
2029 $40,774 $6,152 $0 $815 3.00% $46,742
2030 $46,742 $5,307 30 $095 3.00% $62,984
2031 $52,984 $5,466 U $1,080 3.00% $59,510
2032 $50,510 456,630 $0 1,190 4.00% $66,330
2033 $66,330 $5,788 554,183 $1,327 3.00% $16,272  |Critical Year #8
2034 $19,272 $5,073 $0 $305 3.00% $25,631
2035 $26,631 $6,152 $0 $613 3,00% $32,208
2036 $32,205 $6,337 30 $640 3.00% $39,278
2037 $38,278 $6,627 $0 $766 3.00% $46,590
2038 $48,690 $6,723 -§14,666 $932 3.00% $39,688
2039 $39,588 $6,924 $0 §702 3.00% $47,306
2040 $47,308 $7,132 $0 $948 3.00% $55,383
2041 $55,383 $7,346 $0 $1,108 3.00% $63,836
2042 $03,830 $7,500 $0 $1.277 3,00% 572,678

#* Refers la the increase I the current annual contribullons to the Reserve Fund only, which is a portlon of the Annual Operating Budget.
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- Commaerclal Section -
Scenarlo #3: Fully Funded Fina)
Increases Over 10 Years
RECOMMENDED
Ononing Balance of tha Reserve Fund: $1,310
Minimum Desired Reserve Fund Balance: $10,000 Assumed [nflation: ~ 3.00%
. Inltial Contribution Increment:  21.65%
Assuimocd Annual Interest Rate for Interest Earnedk: 2,00%
Final Contribution Increment:  3.00%
Porcontagu
Incraaso In
Rocommundad | Estlimatod Inllat Eullimatod Roy ladl
Opuning Aol Adjusted Inlerost Anpual Closing
Year Bulonto Cuntribution Expentdliuros Eatnad Contributlon** Dalatioe Comments
2013 $1,910 $1,046 $0 $26 /A $2.302
2014 $2,374 §624 $0 $18 NfA $3,240 Critlcal Year #1
2015 $3,246 $1,002 $0 $66 21.66% $4,313  [Crltlcal Yoar #2
2016 $4,313 $1,219 $0 $68 21.65% $6,618  |Crltical Year #3
2017 $5,819 $1,483 $0 $112 21.85% $7,215  |Critlcal Year #4
2018 §$7,2156 $1,805 -$8,116 $144 21.65% $1,040  |Critical Year #5
2019 $1,049 $2,195 $0 $21 21.66% $3,266  |Crlical Year #6
2020 $3,265 $2,671 $0 $65 21.66% $8,001  |Critionl Year #7
2021 $6,001 $3,249 $0 $120 21.85% §8,370 Critical Year #8
2022 $9,370 $3,952 $0 $187 21.85% $13,508  |Critloa) Year #9
2023 $13,500 $4,808 $0 $270 21.85% $16,687
2024 $18,567 $4,052 $0 $372 3.00% $23,911
2025 $23,911 $5,101 $0 $478 3.00% $29,400
2026 $29,490 $6,254 $0 $590 3.00% $35,333
2027 $35,333 $6,411 $0 $707 3.00% $41,461
2028 $41,461 $6,674 -$10,906 $829 3,00% $36,048
2029 $30,948 $5,741 $0 $739 3.00% $43,428
2030 $43,420 $5,013 $0 $809 3.00% $50,209
2031 $50,209 $06,090 $0 $1,004 3.00% $57,304
2032 $57,304 $6,273 §0 $1,146 3.00% $64,723
2033 $64,723 $6,461 -$54,183 $1,204 3,00% $18,206  |Critlcal Year 10
2034 $18,296 $6,655 $0 $306 3.00% $25,317
2036 $25,317 $6,865 $0 $508 3.00% $32,678
2038 $32,678 $7,080 $0 $654 3.00% $40,392
2007 $40,392 $7,272 30 $808 3.00% $48,472
2030 $48,472 $7.,490 -$14,666 $060 3.00% $42,275
2039 $42,275 $7,715 $0 $046 3.00% $50,836
2040 $50,836 $7,847 $0 $1,017 3.00% 960,789
2041 $59,799 $0,185 $0 $1,196 3.00% 569,180
2042 $69,160 $6,431 50 $1,364 3.00% $70,004

* Rofers to the Increase In the current annual contributlons to the Reserva Fund only,

which is a portion of the Annual Operating Budget,
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;NﬂlN!(Niﬂ-“ LT Do
» Commoerelal Sectlon «
Scenario #4: Minlmum Contributions Final
Increases Indexed to Inflation
Openlng Balance of the Reserve Fund: $1,310
Minimum Desired Reserva Fund Balance: $10,000 Assumed Inflation: 3.00%
Contribution Increment:  3.00%
Assumed Annual Interast Rate for Interest Earned: 2,00%
Parcentagy
Ineroasa in
Rocommendad | Estimated Inflatlon | Estimaled Recommended
Opuning Anniil Adjusted Interest Aninual Closing
Yanr Bulanco Ganirlbitlon Expendiluros Eunrnod Spaclal Lavy Gonttibutlon** Balance Commianls
2013 $1,310 41,046 $0 $20 S0 NIA §2,962
2014 $2,374 $024 $0 $48 $0 N/A $3,246
2015 $3,248 $1,046 $0 $65 $0 26.97% $4,357
2018 $4,367 $1,078 $0 $67 $0 3.00% $5,622
2017 $5,522 $1,110 $0 $110 $0 3.00% $6,742
2018 $0,742 $1,143 -$8,115 $135 $5,000 3,00% $4,906
2019 $4,906 $1,178 $0 $98 $0 3,00% $0,181
2020 $6,1081 $1,213 $0 $124 $0 3.00% $7,618
2021 $7,518 $1,249 $0 $150 $0 3.00% $6,917
2022 $6,917 $4,207 $0 $178 $0 3.00% $10,382
2023 $10,362 $1,325 $0 $200 $0 3.00% $11,816
2024 511,915 $1,365 $0 $238 $0 3.00% $13,610
2025 $13,619 $1,406 $0 $270 $0 3,00% $16,196
2026 $15,195 $1,448 30 $304 $0 3.00% $16,947
2027 $16,847 $1,492 $0 $330 $0 3.00% $18,778
2028 518,778 $1,636 -$10,900 $376 $0 3.00% $9,784
2029 $9,784 $1.683 S0 $166 $0 3,00% $11,683
2030 $11,563 1,830 $0 $291 50 3,00% $13,424
2031 $13,424 $1,679 50 $268 §0 2.00% $15.371
2032 $16,371 $1,720 $0 $307 $0 2.00% $17,408
2033 $17,408 $1,781 -$54,163 $348 $35,000 3,00% $354
2034 $354 $1,835 $0 $7 $O 3,00% $2,148
2035 $2,196 $1,060 $0 $44 50 3.00% $4,120
2038 $4,120 $1,948 30 583 50 3,00% $6,150
2037 $6,168 $2,005 $0 $123 $0 3.00% $6,286
2038 $8,286 $2,066 -$14,658 $168 $5,000 3,00% $a60
2039 $860 $2,127 $0 $17 $0 3.00% $3,004
2040 $3,004 $2,191 $0 $60 50 3.00% $5,255
2041 $5,265 $2,256 $0 $106 $0 3.00% $7,618
2042 7,016 52,0924 $0 51562 H0 3.00% $10,002

«* Refars lo the Increase In the current annual contributlons to tha Reserve Fund only,

which Is a portlon of the Annual Oparating Budget.
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- Commorclal actlon -
Scenarlo #5: 50% of Fully Funded Final

Supplemented by Special Levies

Opening Balance of the Reserve Fund: $1,310
Minimum Deslred Reserve Fund Balance: $10,000 Assumed Inflatlon:  3.00%
Initlal Contribution Increment:  131.50%
Assumed Annual Interest Rate for Interest Earned: 2.00%
Final Contributlon Increment: 3.00%
Percontago
Incronsa In
Rocommandod | Estimated Inflation | Estimatud Recommondad
Oponing Annual Ad]ustod Interest Annual Closlng

Year Oulance Contelbullon Expondilures Enrnad Speclal Levy Conlributlon'* Bolanco Commanls

2013 $1,310 $1,0446 $0 $26 50 MNA $2,382

2014 $2,374 $024 $0 $48 $5,000 N/A $8,210

2015 $8,240 $1,908 $0 §165 $0 131.60% $10,3192

2016 $10,319 $1,965 $0 $206 $0 3.00% $12480

2017 $12,460 $2,024 $0 $250 $0 3,00% $14,763

2018 $14,763 $2,004 -$8,115 $296 $0 3.00% $9,020

2019 $0,028 $2,147 $0 $181 '$0 3.00% $11,350

2020 $11,356 $2,244 $0 $227 $0 3.00% $13,784

2021 $13,704 $2,278 $0 $276 $0 3.00% $16,348

2022 $16,348 $2,346 $0 $327 $0 3.00% $19,021

2023 $10,021 $2410 $0 $380 $0 3.00% $21.818

2024 $21,018 $2,489 $0 $438 $0 3.00% $24,743

2025 $24,743 $2,564 30 $466 $0 3.00% $27,802

2026 $27,002 $2,641 $0 $556 30 3.00% $30,998

2027 $30,998 $2,720 $0 $620 $0 3.00% $34,339

2028 $34,338 $2,801 -$10,808 $6a7 $0 3.00% $26,921

2029 $26,921 $2,885 $0 $538 $0 3.00% $30,344

2030 $30,344 $2,972 50 $607 30 3.00% $33,923

2034 $33,023 $3,081 $0 $678 0 3.00% $37,663

2032 $37,663 $3,153 30 $153 $0 3.00% $41,569

2033 $41,569 $3,248 -$54,183 $631 $20.000 3.00% $11,465

2034 $11,405 $3.345 $0 $22g $0 3.00% $15,030

2034 $16,039 $3,446 30 $301 $0 3.00% $18,785

2036 $18,785 $3,549 $0 $376 $0 3.00% $22,710

2037 $22,710 $3,655 50 $454 30 3.00% $26,619

2038 $26,818 $3,765 -$14,650 $538 $0 3.00% $16,484

2039 $16,464 $3,878 $0 $329 $0 3.00% $20,671

2040 $20,671 $3,994 $0 $413 $0 3.00% $25,078

2041 $25,078 $4,114 $0 $502 $0 3.00% $29,894

2042 $29,694 $4,237 $0 $594 $0 3,00% $34.625

+» Refers to the Increaso In the current annual contributions to the Reserva Fund only, which Is a portion of the Annual Operating Budget.
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GUIDE § 2 STRATA PROPERTY ACT
w Office of Flousing andd DepreCiation Reports

S Construction Standards

March 2013

Depreciation Rep6rts i

Disclaimer: the guides are
periodicolly updated as noted
on the frant page. New Requirements

The guides are provided for On December 14, 2011, new requirements came Into effect for Depreciation
the reader’s canvenlence;

they are not o substitute for REpats.

professlonal advice including

legal udvice, Plecse note: the Strata corporations need to obtain depreciation reports every three years
Standard Bylows con be unless they hold an annual % vote to waive the requirement or have four, or
amended, fewer, strata lots.

If a strata corporation has already obtained a depreciation report, that meets
the new requirements, It will have three years to obtaln another report.

Please note, there are different timing requirements for obtalning the first
depreclation report depending on when the strata corporation was formed.

% For strata corporatlons formed on or before December 14, 2011, a

InS] de depreclation repott Is required by December 13, 2013.
5 For strata corporations formed after December 14, 2011 a depreciation
“ New Requirements report Is required within 6 months after thelr second AGM.
Overview
What must be Overview
included Depreclation reports helps strata corporatlons, including bare-land strata

corporatlons, plan for the repalir, maintenance and replacement of common

“ Costto Prepare
property, limited common property and common assets over a 30 year period.

" Getting Ready
¥ Qualifications The report must contain:
Resources % A physical Inventory of the common property and assets.

» Antlclpated maintenance, repair and replacement costs for common
expenses projected over 30 years.
« A financlal forecasting section with at least three cash flow funding models.

Depreclation reports provide useful Information to strata lot owners,
prospective purchasers, mortgage providers and Insurance companies.

Depreciation reports are also known as reserve fund studies in other
jurisdictions and have been a standard requirement In most Canadian
provinces.
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What must be included in a depreciation report?

A depreciation report must contain the following Information:
A physical component inventory and evaluation of applicable components as outlined in the Strata
Property Regulation 6.2. Examples of the components that are to be reviewed for the depreciation
report are listed below, (Please note, this is not a complete list and not all strata corporations will have
all the components listed):
- the bullding structure;
- the building exterior including roofs, decks, doors and windows;
- bullding systems such as electrical, plumbing, heating, fire, protection and security;
- common amenities and facilities. (For example, a pool, exercise room, guest house);
- parking facllitles and roadways;
- utilities, including water and sewage;
- landscaping, Including paths, sidewalks, fencing and irrigation;
- interior finishes including floor covering and furnishings;
- green bullding components; and
- balconles and patlos.
A financlal forecasting section that includes:
- a projection of the anticipated maintenance, repair and replacement costs for the next 30 years
and the factors and assumptions used, including interest rates and inflation rates;
- at least 3 cash-flow funding models over 30 years;
- the current balance of the contingency reserve fund (CRF) and how it Is funded.
= A summary of the repalr and maintenance work to be done (other than on an annual basls) over the next
30 years;
* The date of the report, the quallfications of the author(s) of the report, their relationship, if any, to the
strata corporation and Information on any errors and omisslons insurance.
= Any other appropriate Information or analysis,
“ The report must also ldentify those parts of the common property and limited common property, if any,
that individual owners are responsible to repalr and maintain.

Depreciation reports How much do depreciation reports cost to prepare?
provide helpful The cost would vary depending on the size of the strata corporation,
Information to strata the complexity of the development and who Is hired to do the report
owners and prospective — there are too many variables to estimate the costs with any
purchasers, They are a certalnty. The inltial depreciation report usually casts more than
standard requirement subsequent updates. The cost, relative to the assets, is low and

in other jurisdictions provides real value for owners and purchasers.

and Canadian provinces
where they are known
as “reserve fund
studies”,
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Preparing for a depreciation report

Strata corporations may want to consider the following steps in preparing for a depreciation-report :
Prepare Baslc Information: Initially you will need to provide information on total units, year built, floors,
and general bullding and assets Information — such as elevators, etc.

Do some research: Talk to other strata corporations simllar to yours, review best practices and materials
from strata owner associations and websites. (See Resources Section at the end of this guide). Write down
all the questlons you want to ask prospective firms or Individuals. You can also check If the depreciation
report will be available electronically and thus easler to update.

Gather relevant documents! You will need to provide documents that include those related to repair,

malntenance, inspection, agreements with owners about repalrs to strata lots, common property or limited
common property, as well as financlal records and the strata’s bylaws,

Who is qualified to prepare the depreciation report?

The Strata Property Regulation does not specify who must prepare a depreciation report. The knowledge
and expertise required to prepare a depreclation report for a six-plex may be considerably different than
the qualifications and expertise required to prepare a depreciation report for a highrise residential tower
with Its own power generating plant, airspace parcel and underground parkade.

The person (or team) preparing the depreciation report must have the expertise to:

5  understand the scope and camplexity of the common property, limited common property, and
common assets including Individual components and thelr condition and life expectancy;

@ provide the financial forecasting required; and
understand the strata corporation’s bylaws and any agreements entered into with owners respecting
common property and strata lots,

It is possible that for some strata corporations, the expertise and knowledge may exist among the strata lot
owners to prepare the depreclation report or assist the qualified person or team in preparing the report.
The strata lot owners and strata councll should carefully consider the responsibilities and risks involved in
having a strata lot owner(s) prepare a depreciation report.

To find the right person or team to prepare your report, ask for recommendations from other Strata
Corporations similar to yours, check with your strata property manager, and look online at best practice
guldes offered by strata organizations. Make a list of qualified individuals and firms and invite blds or
proposals. Don’t forget to check for references and sample reports.

The person, or team, preparing the depreciation report must conduct an on-site visual Inspection of the
strata corporatlon’s bullding(s) and companents; review both the common and limlted common property;
as well as any part of the strata lots that the strata corporation, by bylaw, Is responsible to repair and
maintain.
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Recordkeeping

Depreciation Reports and the Form B (the Information Certificate):
The most recent depreciation report, if any, must be attached to the Form B (the Information Certificate).

Retaining Depreciation Reports and other related materials:
The strata corporation must:

" permanently retain any depreclation reports obtained by the strata corporation;

" retain untll the disposal or replacement of those items, any reports obtained by the strata corporation
respecting repair or maintenance of major Items In the strata corporation, Including, without limitation,
englneers’ reports, risk management reports, sanitation reports and reports respecting any items for
which Information Is, under section 94, required to be contained in a depreciation report;

Additional Resources

Links to additlonal resources on Preparing Depreciation Reports
¢ www.houslng.gov.bc.ca/strata/regs

Other Strata Property Act Resources
¢ Guides: www.houslng.gov.bc.ca/strata/guides.htm
¢ Strata Property Act: www.bclaws.ca/EPLibraries/bclaws_new/document/ID/freeside/98043_00

e Strata Property Regulation:
www.bclaws.ca/EPLibrarles/bclaws_new/document/ID/freeslde/12_43_2000

Strata Organizations in British Columbia
e Condominium Home Owners' Association (CHOA): www.choa.bc.ca
« Vancouver Island Strata Owners Association: visoa.bc.ca

Additional References:
Sections of the Act referenced in this Gulde: 1, 35, 59, 91-96, 98-101, 103, 105, 108, 109, 111, 158, 194, 195
Sections of the Regulations referenced in this Gulde; 4.1, 6.2
Other Relevant Strata Property Guides:
» Guide 10: Strata Corporation Finances and Budgeting {updated March 2013)

« Guide 20: Who |5 Responsible for Repalrs, for more information about who Is responsible to malntain
and repalr various parts of the strata development.

e Guide 23! the Information Certificate (Form B)

B.C. IStraka‘ Property Gulda 12! Mar 2013
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Overview

Strata owners pay for common expenses through strata fees and, if necessary,
special levies. Strata fees and the budget are approved each year by majority
vote at the strata corporation’s annual general meeting (AGM). Special levies
are approved by a minimum % vote.

Key financial duties of strata owners include:

% paying for common expenses through strata fees and, if necessary, special
levles;

% approving strata flnances, by voting on the annual budget and other
expenditures; and

* ensuring financial controls are in place. Although a strata corporation Is run
by the elected strata council, and may be assisted by a strata propefty
manager, the responsibility for the strata corporation ultimately remains
with the strata owners,

Common Expenses in Strata Corporations

There are two types of common expenses:

Operating Fund expenses are the day-to-day expenses for common property
that occur once a year or more often than once a year and are paid from the
operating fund, These can Include such things as: utilities, landscaping,
cleaning, minor maintenance, strata property management, etc.

Contingency Reserve Fund (CRF) expenses are for common property expenses
that occur less often than once a year and are pald from the contingency
reserve fund. These Include things such as replacing the roof or upgrading the
elevator.,

Contlngency reserve fund expenses are usually known In advance, Identifled by
a depreciation report and must be approved by a % vote of the owners.
However, the CRF can also be used to pay for emergency repairs and Insurance
deductibles that are a commoh expense.
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Paying for common expenses

Strata lot owners pay strata fees and special levies to pay for common expenses. Contributlons to common
expenses can also Include Income from sources such as: interest on investments, fines, parking, monles
generated from the laundry room or the rental of common areas such as a guest room.

Common expenses may not apply to all strata lots

It is Important to note that in some strata corporations, contributions for common expenses may only apply

to some strata lots. Separate sections within a strata corporatlon are separate legal entlties.

« Strata corporations with separate sections must have both separate section budgets and section CRFs
for those sectlon expenses which relate exclusively to that section, Contributions for the section
budget are usually based on the unit entitlement of each strata lot in the section.

¢ Contributions to the separate section operating fund and the CRF are approved in the separate section
annual budget and collected through separate section strata fees.

Strata lots In a section will also contribute to a strata corporation budget and strata corporation CRF for
expenses common to strata lots In all sections, or expenses whlch are shared by more than section.

Note, strata lots that are differentiated as different types of strata lots In a bylaw do not have the power to
establish their own operating fund and CRF. However, if a common expense relates exclusively to:

» atype of strata lot identified as a type in a bylaw;

« strata lots with limited common property; or

~ strata lot repair and malntenarice for which the strata corporation has, by bylaw, taken responsibility;
then contrlbutions for those expenses should be assessed only to the strata lot(s) to which the expense
relates.

Expenditures frorh"'__the.Ope}ating Fund

The strata council Is authorized to make expenditures from the operating fund (if the expendlture occurs
elther once a year or more often than once a year).

Operating fund expenditures can be made:

« if approved:

- Inthe annual budget; or
- by a resolutlon passed by a % vote at a general meeting;

If unapproved, the expenditure, plus all previous unapproved expenditures made In the same fiscal
year, may not exceed:
- the limit for unapproved expenditures set out in a bylaw; OR
- if no bylaw exists, the lésser of $2,000 or 5% of the total contributions to the operating fund for
the current fiscal year; OR
- the expenditure Is the minimum amaunt that the strata councll needs to expend In order to
ensure safety and prevent significant loss or damage. The strata council must inform owners as
soon as possible about this expenditure.
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Some Financial Best Practices for Strata Corporations
Keep It Simple

Present financlal information simply and clearly so that strata lot owners, and other
readers, can easlly understand financial statements and reports,

Have all strata funds In bank/credit union accounts In the legal name of the strata
corporatlon, Consider having separate bank/credIt unfon accounts for separate funds:
operating, contingency reserve and special levies.

Consider Future Costs:

Has a depreciation report been done? How much money ls in the contingency reserve
fund in relation to expected expenses?

Some Checks and Balances to Help Prevent Fraud

Financial records should be easlly available to owners (subject to privacy leglslation).
Additional owner scrutlny Is a good thing.

All expenditure and contract decisions should be recorded In the minutes.

Petty cash should be fora minimal amount ($50 or less) and must have tecelpts for
paymenits. '

Review, and Include In the financlal statements, all revenue sources such as: parking,
storage, laundry machines, fines and the Interest on invested funds.

Have at least two people formally responsible to review and approve expenses and sign
cheques. Are Involces being pald for work actually done or goods received for your strata

corporation?

Every month the strata council needs to review bank statements; monitor whether strata
lot owners are paying thelr monthly strata fees and any speclal levies; and review the
treasurer's report for accuracy and to ensure expenditures have prior approval.

How long have people been in positions, e.g., treasurer, strata property manager? How Is
thelr work being checked?

How are contractors selected? If recommendations are received for a contractor, are the
recommendations Impartial? Is more than one contractor being considered?

Consider having an audit or an Independent financlal review (such as a review
engagement) for the strata corporation, Audits conducted by the Real Estate Council of BC
(RECBC) on real estate brokerages who employ strata property managers are only for some
of a brokerage's trust accounts. These RECBC audits are not a detailed audit of an
individual strata corporation’s accounts, Also It should be noted that the Redl Estate
Services Act insures to a maximum of: $100,000 per strata corporation; and to a maximum
of $500,000 for all the strata corporations that a brokerage is managing.

Due diligence is required from owners to ensure a financlally well-run strata corporation, Strata lot
owners should keep themselves informed about thelr strata corporation by checking that financial

controls are in place, attending meetings, voting, and reviewing records.
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Strata Fees

Each strata lot owner pays strata fees to cover budgeted common expenses, Strata fees are uisually paid
monthly and include contributions to the operating fund and the contingency reserve fund. Strata fees are
set when the budget Is approved by majority vote at the Annual General Meeting (AGM), WIthin two
weeks of the budget passing, the strata corparation must inform owners of the new strata fees.

Calculating Strata Fees

Strata fees are normally calculated by dividing the expenditures In the approved budget among the strata
lots on the basis of unit entitiement. In apartment style or townhouse strata developments, unit
entltlement Is often based on the habltable size of the strata lot. In bareland stratas, unit entitlement ls
usually equal for each strata lot.

The schedule of unit entitlement Is contained In the strata plan for the strata corporation and must be
reglstered at the Land Title and Survey Authority (LTSA) or filed separately on a Form “V” at the LTSA, (The
Form “V” is often used for more recent strata corporations).

Strata fees may also be calculated by using a formula other than unit entitlement, by passing a unanimous
vote on a resolution approving the new formula, and registering the resolution, and the approved formula,
in the Land Title and Survey Authority.

Late or Unpaid Strata Fees

Most strata corporatians have a bylaw setting out when strata fees are to be paid. If strata corporations
don’t have thelr own bylaw for the payment of strata fees, then Standard Bylaw 1 requires strata fees to be
paid on or before the first day of each month,

A strata council cani fine a strata lot owner for failing to pay strata fees in accordance with the bylaw.
(Standard Bylaws 23 and 24 apply to any strata corporation that does not have its own bylaw.)

Additionally, a strata corporation may charge interest for late or unpald strata fees If they pass a bylaw
setting out the rate of Interest that can be charged for late payments. The interest:

« cannot exceed 10% per annum compounded annually;

« Is not a fine; and

» forms part of the strata fees.

The strata corporation may also file a lien for unpaid strata fees agalinst a strata lot. The lien may be
registered at the Land Title and Survey Authority (LTSA) against the title of a strata lot by filing a Form G (A
Certlficate of Lien). Note: a lien may not be filed for unpald fines.

A bylaw can be created to prohibit a strata lot ownher or tenant, If they have unpaid strata fees, from sitting
on the strata councll or from voting on resolutions requiring a majority or % vote at general meetings.

Borrowing Against Future Strata Fee Revenue

With a resolution approved by a % vote, a strata corporation can borrow money and assign future strata
fee revenue as security for the principal and [nterest. A strata councll should seek legal advice on the
writing of the 3/4 resolution, and the loan negotlations.
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The Annual Budget |

At each Annual General Meeting (AGM) the owners approve the budget by majority vote.

Checklist for the Annual Budget

At least two weeks before the AGM the strata council must prepare and distribute:
i the notice of the annual general meeting
¥ the annual budget for the upcoming year
@ a financial statement for the fiscal year Just ending.

Within 2 weeks of the annual or special general meeting at which the budget is passed, the strata
corporation must Inform owners of the new strata fees.

Preparing the Annual Budget

The budget must contaln:

« The opening balance in both the operating and contingency reserve funds. This is the surplus or deflelt
from the year Just ending (or estimated surplus or deflcit);

. Estimated income from all sources other than strata fees, ltemized by source. (For example: interest,
fines, parking, leasing space for cell-phone towers, etc.);

» A list of the estimated expenditures from the operating fund, itemized by category of expenditure.
(For example: electricity, landscaping, janltorial, strata property management, professional services,
etc.);.

% Wht)are applicable, a list of estimated expenditures from the operating fund that relate exclusively to:

o atype of strata lot identified as a type in a bylaw;
o limited common property; and
o strata lot repair and maintenance that the corporation has responsibility for, by bylaw.

-~ The total of all estimated expenditures from the operating fund;

« The total of all contributions to the operating fund;

. The total of all contributions to the contingency reserve fund {CRF) with consideration to the
depreciation report, if any;

Each strata lot’s monthly contribution to the operating fund and the monthly contribution to
contingency reserve fund (1.e., the strata fee);
The estimated balance In the operating fund and the contingency reserve fund at the end of the year,

Section Budgets
Strata corporations with sections must have: ;
a strata corporation budget for expenses relating to the whole strata corporation, which meets the

requirements set out above; and
a budget for each sectian for expenses relating exclusively to the section, which meets the

requirements set out above.

The strata corporation budget Is voted on at the strata corporation AGM and the section budget Is voted on
at the section AGM.
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Budget Surplus or Deficit

A budget surplus occurs when contributions to the operating fund for the previous flscal year exceed the

actual expenditures. A budget surplus can be dealt with In ane or more of the following ways:
transferred to the contingency reserve fund;

s carried forward as part of the operating fund as a surplus, which will not reduce the strata fees;

- used to reduce the total contributions required to the next year's operating fund, which In effect
reduces strata fees; or

« any other way determined by a resolution approved by a % vote at an annual or special general
meeting.

A budget deficit occurs when the actual expenditures exceed the contributlons to the operating fund for

the prevlous fiscal year.
A budget deficit must be eliminated during the next fiscal year. This can be done by: raising strata fees,
Increasing revenues, reducing expenses and/or approving a special levy.

Approving the Budget

The budget for the next fiscal year Is approved by a majority vote of the owners at the AGM. The proposed
budget may be amended by a majority vote, during the meeting, before the final vote is held to approve
the budget.

Failure to Approve the Budget at the AGM

If a budget Is not approved at the AGM:
the current budget continues. Owners continue to pay the same monthly strata fees required under
the previous budget until the new budget is approved;

« the strata corporation must prepare a new proposed budget that must be approved by a majority vote
at a special general meeting to be held within thirty (30) days of the AGM. The special general meeting
can be held later than thirty (30) days if the later period Is approved by a % vote at the AGM.

Until a new budget Is approved, the strata corporation may only spend money out of the operating fund if

the expenditure:
1) meets the requirements necessary for an unapproved expenditure (see Expenditures later In this

guide); or
2) a) is the type of expense that Is set out In the previous budget and usually occurs once a year or more

often than once a year; and
b) does not exceed the maximum amount in the previous budget for that particular category of

expense.

Confirming Strata Fees

Within two weeks following the annual or special general meeting at which a budget s passed, the strata
corporatlon must inform owners of the new strata fees. Strata fees may not necessarily change from one
year to the next. However they are implicitly approved as part of the annual budgeting process.
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Changing the Fiscal Year End and Start Date

The strata corporation may (by a resolutlon passed by a % vote at an annual or special general meeting)
change the date of its fiscal year by up to six months, As a result, a budget may cover a period of:
« longer than twelve months, but it must not exceed elghteen months; or

less than twelve months, but it must be at least six months,

If a change Is made to the fiscal year that results in a period not covered by a budget:
~ the owners must continue to pay the same monthly strata fees required to be paid under the previous
budget untll the new budget is approved,
« untll a new budget Is approved, the strata corporatlon may only spend money out of the operating fund
if the expenditure: \
1) meets the requirements necessary to make an unapproved expenditure; or
2) a) is the type of expense that Is set out In the previous budget and usually occurs once a year or
more often than once a year; and
b) does not exceed the maximum amount in the previous budget for that particular category of
expense,

The strata corporation should seek apprdval from the Canada Revenue Agency prior ta changing Its flscal year.

Preparing a Financial Statem'ent

The strata council must prepare a flnanclal statement for the fiscal year that is Just ending, and distribute it
with the notice of the AGM. The purpose of the financial statement Is ta report on the strata corporation's
actual Income and expenses for the year that Is Just ending.

The financlal statement must cover a perlod not less than up to two months before the AGM. Within eight
weeks after the strata corporation’s fiscal year end, the strata councll must prepare a financlal statement
updated to the end of the fiscal year.

The financial statement must contaln:

+ the opening and current balance In the operating fund;

~ the opening and current balance In the contingency reserve fund;

. the detalls of the strata corporation’s income from all sources, except speclal levies. For example,
income from Interest, fines and even guest room revenue;

. the details of operating fund expenditures, including any unapproved expenditures;

« detalls of contingency reserve fund expenditures, Including any unapproved expenditures; and

»  Income and expendltures by special levy, If any.

Filing Tax Returns

The strata corporation must file a tax return for each fiscal year with the Canada Revenue Agency, and
must provide a copy of their annual financlal statements with thelr tax returns, Most residentlal strata
corporations are essentially non taxable corporations. For more Information please check with the Canada
Revenue Agentcy,
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Contingency Reserve Fund

Strata corporatlons must have a contingency reserve fund [“CRF”) to pay for common expenses that:
« usually occur less often than once a year; or
« do not usually occur,

Contributions to the CRF
Contributions from strata owners to the CRF should be reviewed at e
every AGM with consideration to the depreciation report. CRF . The depreciation report

contributions usu'ally appear as a glngle expense line item In the . provides important planning
annual budget, without speciflc detall. . information to strata fot
Contributions to the CRF are approved In the annual budget and - owners about future costs to
collected through strata fees. Usually, CRF contributions are maintain, repalr and renew
calculated based on the unit entitlement of each strata lot In the the strata corporation’s
strata corporation. bulldings, assets and

The following may also be added to the CRF: * infrastructure over a 30 year
> surplus funds from the previous year's operating fund; and time perlod.

« surplus funds from a special levy, as long as the surplus funds
owing to each strata lot is $100 or less;

f “ 19
s sale of assets. : Please see Guide 12;

Depreclation Reports” for

The CRF must have a minimum halance of 25% of the operating fund more details.
for the fiscal year. If the amount in the CRF Is less, the strata

corporation must contribute at least 10% of the total contributlon to

the operating fund for the current year until the 25% minimum is reached.

Strata owners may now make contributions to the CRF (above the minimum) by simple majority vote as
part of the budget approval process and with consideration to the depreciation report. (Previously a % vote
was required to make contributions to the CRF if the halance in the CRF was above 100% of the operating

budget).

Most strata corporations will have significantly more in the CRF than the mInimum required, in order to
have funds on hand to pay for the repair, replacement and maintenance of common property over the
longer term,

Investing and Managing the CRF

The CRF can be Invested or held:

o Ininsured accounts with savings institutions in British Columbia; or
s In those Investments permitted by Strata Property Regulation 6.11,

The funds must be accounted for separately from other monies held by the strata corporation or separate
section and:

must include any interest or Income earned on the CRF; and

cari be used to secure a strata corporation loan by approval of a % vote.
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Expenditures from the CRF

Expenditures from the CRF must be:
« approved by a % vote at an annual or special general meeting; and
» conslstent with the purpose of the CRF.

An unapproved expenditure from the CRF will only be permitted:
1) If the expenditure Is necessary to ensure safety or prevent significant loss or damage; and
2) a) if the expenditure does not exceed what is required to ensure safety or prevent loss or damage; or

b) If the expenditure is for the purpose of paying an Insurance deductible required to repair or replace
damaged property.

If an unapproved expenditure occurs a strata council must Inform owners as soon as possible about the
expenditure unless the expenditure was to pay for an Insurance deductible.

Funds from the CRF can be lent to the operating fund to cover temporary shortages as a result of
expenses becoming payable before contributlons to the operating fund have been collected. If a temporary
loan is made:

it must be repald to the CRF by the end of that fiscal year; and
the strata councll must Inform owners as soon as feasible of the amount and purpose of the loan.

Sections and CRFs

Separate sections within a strata corporation are separate legal entities.
Strata corporations with separate sections must have both separate section budgets and section CRFs
for those section expenses that relate excluslvely to that section. Contributions for the section budget
are usually based on the unit entitlement of each strata lot in the section.
Contributions to the separate section operating fund and the CRF are approved In the separate section
annual budget and collected through separate section strata fees.
Strata lot owners in a section will also contribute to a strata corporation budget and strata corporation
CRF for expenses common to strata lots in all sections, or expenses that are shared by more than
sectlon,

Note: strata lots that are differentiated as different types of strata lots in a bylaw do not have the power to
establish their own operating fund and CRF.

Claims to Monies in the CRF
When the sale of a strata lot occurs, the seller Is not entitled to a return of contributions to the CRF.
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2y

SpechlTovy

Overview
A special levy is money collected from strata lot owners for common expenses and a-speclific purpose. ltls
in additlon to the strata fee and It must be approved at a general meeting.

Special levles occur when:

« the expendlture has not been Iincluded in the annual budget because it was elther not anticipated or
hecause of the Infrequency of the expense;

« there are insufficlent funds in the CRF; or

+ adeclslon Is made not to use monies from the CRF.

Approving and Contributing to a Special Levy

A resolution for a special levy must be developed and submitted for approval ata general meeting. The

resolution must:

» set out the purpose of the levy;

« state the total amount of the levy;

» state the method for determining each strata lot's share of the levy;

« state the amount each strata lot must pay; and

« state the date(s) by which the levy must be paid (.. pald as one lump sum or by scheduled
installments).

The vote necessary to approve a special levy will be either: ‘
a % vote if contributions to the levy are apportioned in the same way strata fees are apportioned, {(which s

usually by unlt entltlement);
. an unanimous vote, if contributions to the levy wlll be apportioned by a falr division of expense rather

than the way that strata fees are apportioned.

When a strata lot Is sold, if the special levy is approved before the strata lot is conveyed to the purchaser:

« the seller will owe the strata corporation the portion of the levy that Is payable before the date the strata
lot is conveyed to the purchaser; and

o the purchaser will owe the strata corporatfon the portion of the levy that is payable on or after the date
the strata lot Is conveyed.

Expenditures and Uses of a Special Levy

»  The strata corporation must use the money collected by means of a speclal levy only for the purpose set
out In the resolutian. The strata council must also inform owners of how monies raised from a special levy
have been spent.
The special levy can be used to secure a strata corporation loan by approval of a % vote,
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Excess Special Levy Funds

The strata corporation must return excess funds from a special levy to each owner of the strata lot
proportional to the contribution made to the speclal levy in respect of that strata lot, if there is at least one
owner entitled to more than $100. If no owner Is entitled to more than $100, the strata corporation may
deposit the excess funds in the CRF,

If a strata lot has been sold since the special levy was paid, any refund of the special levy is given to the current
owner of the strata lot (i.e., the strata lot owner at the time of the refund).

Charging Interest on Laté Payment of a Special Levy

A strata corparatlon may, by bylaw or by a resolution approving a special levy, establish a rate of Interest not
to exceed the rate set out In the regulations, to be paid if the owner is late in paying his or her strata lot's
share of the special levy. The interest payable Is not a fine and forms part of the special levy.

Investing and Managing the Special Levy
Similar to the CRF, the speclal levy can be invested or held:
in insured accounts with savings Institutions in British Columbla
" inthose Investments permitted by Strata Property Regulation 6.11

The special levy must be accounted for separately from other monles held by the strata corporation (or
section) and include any interest or income earned on the special levy.

#

Additional Resources

Other Relevant Strata Property Guides:
« Guide 7: How to Prepare for an Annual General Meeting
e Guide 12: Depreciation Reports '
« Gulde 19! Unit Entitlement
* Guide 28: Sections

Links to additional resources:
e Guides: www.housing.gov.hc.ca/strata/guides.htm
 Strata Property Act: www.bclaws.ca/EPLibraries/bclaws_new/document/ID/freeside/98043_00
« Strata Property Regulatlon: www.bclaws.ca/EPLibraries/bclaws_new/document/|D/freeside/12_43_2000

Strata Organizations in British Columblia:
¢ Condominlum Home Owners' Association (CHOA): www.choa.bc.ca
« Vancouver Island Strata Owners Assoclation: visoa.bc.ca
e Canadian Condominlum Institute, Vancouver Chapter: www.ccivancouver.ca
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