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Board Chair & CAO Message
It is our pleasure to report that the Capital
Region Housing Corporation has made great
strides in implementing the 2016-2019 Strategic Priorities set by the CRHC Board of Directors.
This report highlights major initiatives staff
undertook in 2017, including successful completion of the Tenant Engagement Pilot Project and progress on the Westview housing
development.

Ultimately, our tenants are the experts in our
communities, and as we look ahead to increasing our partnerships and housing stability in
the year to come, we will also be continuing
to engage with them and seek their invaluable
input.

Introduction »

Both of these examples demonstrate how the
CRHC serves our region through its two key areas of focus: looking inward to be better landlords and looking outward to increase affordable housing across the region.
Now, more than ever, the residents in our
region are in need of affordable housing, as
vacancy rates in Greater Victoria only slightly
increased from 0.5% in 2016 to 0.7% in 2017.1
With a vacancy rate of 0% for units with three
or more bedrooms, families have been hit especially hard by the rental crisis.

David SCREECH, Board Chair
Capital Region Housing Corporation

With these statistics in mind, housing affordability continues to be an important issue and
priority for the Capital Regional District as a
whole.
The work performed by the CRHC fits within
the framework of the CRD’s Regional Housing
Affordability Strategy, which guides all of the
CRD’s work in the areas of housing development and affordability.
We wish to express our deepest appreciation
to all CRHC staff, including our property managers, our tenant relations staff and our caretakers, for doing such an amazing job of pulling
together to serve our region and each one of
our tenants.
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Robert LAPHAM, Chief Administrative Officer
Capital Regional District

1

C anada Mortgage & Housing Corporation 2017 Rental
Market Report defines Greater Victoria (the Victoria Census
Metropolitan Area) as Victoria, Esquimalt, Oak Bay, Saanich,
Central Saanich, North Saanich, Sidney, Esquimalt, Langford,
View Royal, Colwood and Sooke.

Board of Directors
The Capital Region Housing Corporation is a non-profit corporation wholly owned by the Capital
Regional District. It is governed by a seven-member Board of Directors, four of whom sit on the CRD
Board, two of whom are community volunteers and one of whom is a tenant with the CRHC.
The Board is committed to improving and expanding housing opportunities in the years to come.
B. BRAUDE
Tenant Representative
Johnny CARLINE
Community Member
Rick COOPER
Community Member

Wayne McINTYRE
CRD Director
Steve PRICE
CRD Director
Geoff YOUNG
CRD Director

Staff
A general manager and senior manager within the CRD are responsible for managing the operations
of the CRHC and ensuring that the Board’s directives are carried out.
Kevin LORETTE
General Manager, Planning & Protective Services
Christine CULHAM
Senior Manager, Capital Region Housing Corporation
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CRHC Profile
As the largest social housing provider in the
capital region, the CRHC delivers affordable, attractive, inclusive, sustainable housing.
The CRHC provides low- and moderate-income
families with safe, suitable homes that remain
affordable as their lives and families change
and grow. The CRHC also provides affordable
housing for low-income seniors and people living on government disability pensions.
The primary activities of the CRHC are the dayto-day management of housing buildings,
providing property management services, and
providing services to tenants who live in 45
housing complexes across seven municipalities.
The CRHC values honesty, integrity, reliability
and openness. The CRHC works collaboratively with stakeholders, community partners and
tenants to build safe, vibrant and accessible
communities where tenants can feel a sense
of pride and belonging.

2,988
1,183

tenants
in 2017

1,257

548

age
0-18

age
19-54

age
55+
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7
45
1,286

CRHC housing at a glance
CRHC rental rates

municipalities

rent geared to income

70%

housing
complexes

1%

units

of the capital region
population

30%

near market rent

2017 market profile
Rental rates are increasing

Availability of units is limited

1,947
7.7%
Greater Victoria

1

1

0.7%

on BC Housing
Registry wait list
at December 2017,
an increase of over
170 in 12 months
Greater Victoria
vacancy rate for
1- and 2-bedroom
apartments1

Canada Mortgage & Housing Corporation 2017 Rental Market Report
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2017 Highlights »

2016-2019 CRHC Board Strategic
Priorities, with 2017 Outcomes
Development

Priorities

»

Goals

» Increase CRHC housing stock to benefit households in core
housing need

Objectives

»

Develop strategy
to increase
development
capacity.

Develop
priorities
to address
housing needs.

Implement strategy
to increase housing
for households in core
housing need.

KPIs &
2017 Outcomes

»

Adopt strategy by
2016.

Develop priorities
by 2016.

Increase housing stock by
at least 30 rent geared to
income units by 2019.
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Adopted in 2016
and updated
annually

Completed in
2016

Westview project was
approved for funding
in 2016; development
permit was received in
November 2017
Three development/
redevelopment projects
in feasibility phase

See story pages 8-9

The CRHC's mission is to develop and manage affordable housing
within the capital region for low income households.

Management

»

» Be a good and responsible landlord to those who rent accommodation with the CRHC

»

Ensure the CRHC
is operating
efficiently and
effectively.

Maintain
financial
sustainability
of the CRHC.

Ensure the CRHC
housing stock
is adequately
maintained.

Maximize
subsidized units.

Ensure tenant
satisfaction.

»

a) Conduct annual
staff performance
planning and
evaluation.

Increase (tenant
rent) revenue by
1.5% annually.

Strive to complete
one additional
building envelope
remediation (BER)
by 2019.

a) Review tenant
eligibility policy
in 2016.

Implement
a tenant
satisfaction
survey with
an annual
improvement
in tenant
satisfaction
index.

Completed
performance
appraisals and
performance
planning with
all staff to align
with strategic
priorities in
January 2017

b) Conduct annual
Board survey.

Increased
(tenant rent)
revenue by
3.0% in 2017

Received
approval from BC
Housing to use
CPI financing for
BERs
Reviewed
portfolio for
renewal and
redevelopment
opportunities

Presented Board
evaluation
process for CRHC
Board review in
December 2017

Completed in
2016

b) Maintain at
least 70% rent
geared to income
in 42 Umbrella
Operating
agreement
properties.
Met target

c) Average days
vacant should be
under 30 days.

Completed
in 2016; will
repeat in
2018 using
2016 as the
benchmark

Average
days vacant
for 2017 is
estimated at
27 days
See details pages 14-15

See stories pages 10-13
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Development

»

Building Homes & Partnerships
The CRHC is committed to increasing affordable housing opportunities for individuals and
families, especially for those in core housing
need. The CRHC has been reviewing its current
housing stock to prioritize which properties will
be renewed and which ones could be redeveloped and has also been looking for new
opportunities.
In 2017, the CRHC worked on four projects:
Drake Rd. on Salt Spring Island; Westview in
Saanich; and Michigan Square and Caledonia,
both located in Victoria.
DRAKE RD., currently in the feasibility stage
of development, is an affordable housing project on Salt Spring Island with a potential for
80 new affordable housing units. The CRHC has
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been working on developing an alternative
water strategy for Drake Rd. as there is currently a moratorium on the delivery of water
through the North Salt Spring Water District.
WESTVIEW is a 73-unit, multi-housing community located on the Mount View Heights
site. The Westview apartment complex will
offer affordable units for seniors, adults with
disabilities, working singles and families.
The site is close to local and regional transit,
the Galloping Goose Regional Trail, Mount
View Heights Neighbourhood Park and Uptown
Centre. The development permit was received
in November 2017 and groundbreaking is
planned for June 2018.

Implement strategy to increase housing for households in core housing need.

Features of the project include:

four-storey building complex
underground parking
preservation of existing Garry Oak trees

and rock outcrop
energy conservation incentives through
individual water and electricity metering
targeting LEED® Canada for Homes Gold
certification (or equivalent)
internal courtyard and gardening
opportunities
rain gardens for stormwater control

“

Westview is a perfect example of what can
happen when community organizations work
together in partnership: CRHC is partnering
with the Independent Living Housing Society
(ILHS) to provide five fully accessible, ground
floor units for ILHS clients.
In addition to the five dedicated units for their
clients, the ILHS will also have an on-site office in the building. ILHS has been partnering
with the CRHC through a similar arrangement
at The Heathers housing complex for the past
25 years.
During the design phase of the project, CHRC
staff and the project architect consulted with
ILHS staff and interviewed ILHS clients living
in the accessible units at The Heathers. The
clients talked about the importance of things
like wider doorways and hallways, providing
enough room to turn around in a wheelchair
rather than have to back out of a space, and an
accessible kitchen design.
As part of the building renewal program, staff
have been reviewing MICHIGAN SQUARE and

CRHC has been fantastic in
really wanting to learn what
[accessibility] means for people.
Housing is at such a premium,
and for someone looking for
affordable and accessible
housing, it’s virtually impossible.
A new partnership where we
can offer more safe, affordable
and accessible homes — that’s
why we’re here. We are thrilled
to be part of this project.
~ Tammy Khanna, Executive
Director, ILHS
CALEDONIA to determine if it is more beneficial to renew these properties through extensive building envelope remediation or to redevelop the properties and achieve more density.
The BC Housing Registry had a wait list of 1,947
applicants in the CRD as of January 2018, including almost 700 seniors and 460 persons
with disabilities.
The Westview project will help meet the CRHC’s
strategic priority to increase housing for households in core housing. And with Drake Rd. in
the feasibility stage, and Michigan Square and
Caledonia under review, the CRHC is on track
to meet the performance target of 30 more
rent-geared-to-income units by 2019.
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Management

»

Ensure tenant satisfaction.

CRHC Embraces Tenant Engagement
As part of its commitment to being a good and
responsible landlord, in 2017, the CRHC adopted a tenant-centred approach, the Tenant
Engagement Framework, to engaging tenants.

The Tenant Engagement Framework outlined principles and approaches to tenant engagement, and all staff were trained in the
framework.

The CRHC carried out a Tenant Engagement Pilot Project to increase:

The six principles included: respectful stafftenant relationships, transparency, consistency, appropriate engagement, inclusivity and
responsiveness.

activities that foster a more informed

tenant population
consultation and collaboration in
decision-making
support to tenants to maintain their
tenancies
a sense of belonging and connectedness
in CRHC communities

LifeCycles Community Food
Education Project
The LifeCycles program increases people’s
access to fresh, healthy food; provides
education on preserving and preparing
food; and builds community through
the social activities of cooking and eating together. LifeCycles Community Food
Educators delivered the program to two
CRHC communities, Springtide and The
Birches, twice every month from March to
December 2017.
The project was very well received by
tenants and the goal for 2018 is to support tenants at both locations to create a
meal-sharing and cooking program that
can eventually be tenant sustained.
Food for the program came from the Food
Share Network (through a program called
the Food Rescue Project), and LifeCycles
Community Food Educators were funded by a community grant administered
through the Victoria Native Friendship
Centre.
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Staff conducted outreach in six communities
to learn if and how they would like to be engaged. The framework outlined five different
ways to approach engagement, and tenants
were not required to engage but instead given
the opportunity to attend public meetings, provide written feedback or phone staff directly.
Staff evaluated the program and discovered
the following:

communities with an emerging issue,

such as safety, had the greatest
participation
family communities faced more
barriers to engagement, such as lack of
appropriate meeting space
tenants prioritized safety, social issues
and maintenance issues for ongoing
engagement
tenants would like ongoing information
from CRHC regarding service standards
and would like to see consistent and
transparent service
greater staff support is needed to connect
communities and individuals to supports
within the region for increasingly
complex health and wellness issues
During the course of the pilot project, staff
were able to prevent four evictions through
intensive intervention with tenants who historically may have lost their housing due to lack
of staff resources.

“

It has been a breath of fresh air
to have all of this happen right
here where we live. It gives me
something to look forward to.
~ Silver Threads
program participant

The CRHC is looking forward to building on all
the work completed in 2017 and has identified multiple goals in 2018 to ensure ongoing tenant satisfaction, including developing a
newsletter, delivering staff training to ensure
consistency in service delivery and service
standards, and increasing partnerships.

Silver Threads Program
The Silver Threads program focuses on
engaging seniors, building community
and reducing isolation. It has been so successful at the Viewmont Gardens complex
that organizers are applying for additional
funding to replicate the program in another CRHC community.
Silver Threads and CRHC connected to provide information to residents in CRHC senior housing complexes. From this, Viewmont Gardens was identified as a site for
a weekly program that delivers crafts,
facilitates conversations and provides
practical and educational information on
issues such as fraud prevention.
Through a partnership with the Food
Share Network, Silver Threads was also
able to bring in weekly deliveries of fruits
and vegetables to residents. Between August and December, 106 boxes of groceries were distributed.
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»

Leaders in Our Communities
The approach to tenant engagement can range from informing through to empowering. CRHC wants
to meet communities and their members where they are at. Some community members have been
leaders in their communities for a long time, providing coffee groups, food programs and other opportunities for tenants to gather and create community.

Founding a Society
“CRHC subsidized housing has totally
changed my life. When I was offered a
unit 18 years ago, my circumstances were
that I was paying market rent and there
was next to no money left over.
I was so grateful, and my family was so
relieved; it had more impact than just for
me. My kids would say, ‘You are so lucky,
Mom,’ and I still feel this way.
I served on the CRHC Board for six years
and was lucky enough to attend a conference in Calgary. On the whole, people
didn’t treat me any differently when they
found out I was a tenant representative.
I have always believed community is so
important for everyone.”
Donna Annear has been a Springtide
resident since 1990. In 1992 she started
the Springtide Tenants Association and
served as president until 2012. She also
served as the tenant representative on
the CRHC Board from 1994-2000.
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Residents Serving Residents
A group of residents from the Leblond Place Community have collaborated to benefit the residents of their
community.
They have initiated a variety of activities, including spearheading their own food distribution program in collaboration with the Food Share Network; hosting Connect &
Prepare events, muffin mornings and coffee afternoons;
and organizing various celebrations, such as Christmas
events and birthday parties.
Their motto is “A hand up, not a hand out.”
“We all have joined together to work as an organic group
to offer community events instead of waiting for outside
programs to be delivered. The future is when the people
are empowered to help and meet their own needs in
their community.
“Food is one of the biggest needs, but this isn’t just about
food — this is about empowering tenants with various
disabilities. We feel like we are part of a community and
still have the ability to serve.”
Katya Naraghi, Kathleen Young and Julie Anderson are
serving their community.
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Management

»

Maintain financial sustainability of the
CRHC.
Ensure the CRHC housing stock is
adequately maintained.

2017 Rental
Housing Financial
Highlights
The CRHC is mid-way through a five-year
Umbrella Operating Agreement (UOA) with
BC Housing Management Commission
(2015-2019).
The UOA consolidated 42 of the existing operating agreements for CMHC, BC Housing and
Homes BC properties into one portfolio to reduce administrative burden or costs for the
parties, allowing the CRHC greater latitude in
managing tenants, rents, subsidies and capital
funds across the consolidated portfolio. This
puts the CRHC in a better position to prepare
for the expiration of federal and provincial operating agreements beginning in 2018.
As a provision of the UOA, the CRHC has implemented an $11 million five-year capital plan
that supports routine replacement and common area upgrades in addition to three buildings independent of the UOA. Major work, such
as building envelope remediation, is funded
through alternative agreements.
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CRHC operating activities
Source of operating income
Tenant rent

75%

Subsidies (BC Housing & CMHC)

25%
2017 operating results
revenue

$15.1M

expenditures

$13.7M

= $1.4M

operating surplus

CRHC capital investments
2017 capital expenditures
Unit
investment

$1.129M

Building
investment
Mechanical
investment
Building envelope
remediation

$1.073M
$0.110M

$2.312M

$0.053M

Insured value of CRHC properties

$325.3M
2017 Highlights » 15

CRHC Partners
Capital Regional District
BC Non Profit Housing Association
BC Housing
Beacon Community Services
Burnside Gorge Community Association
Canadian Mortgage & Housing

Partnerships »

Corporation
Community Living Victoria
Community Travel Training – BC Transit
Food Share Network
Greater Victoria Coalition to End
Homelessness
Greater Victoria Housing Society
Greater Victoria Women’s Shelter Society
Integra Services
Independent Living Housing Society
Intercultural Association of Greater
Victoria
Island Health
James Bay Neighbourhood Association
LifeCycles
M’akola Housing Society
Older Adults Strategy
Pacifica Housing
Ready to Rent
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Saanich Parks & Recreation
Saanich Police
Seniors Serving Seniors
Silver Threads
The Cridge Centre for the Family
The Mustard Seed
Threshold Housing Society
Vectis Support Services
Victoria Immigrant & Refugee Centre
Society
Victoria Masonic Building Society
Victoria Police
Victoria Women’s Transition House
Society

Capital Region Housing Corporation

Annual Report 2017 »

Capital Region Housing Corporation
631 Fisgard Street
Victoria, BC V8W 1R7

250.388.6422
www.crd.bc.ca/crhc

Appendix A
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Corporation
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For meeting on March 27, 2018
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The contacts at KPMG in
connection with this report
are:
Lenora Lee
Lead Audit Engagement
Partner
Tel: 250-480-3588
lenoramlee@kpmg.ca
Heather Crow
Audit Senior Manager
Tel: 250-480-3504
hcrow@kpmg.ca
Taylor Norman
Audit Senior Accountant
Tel: 250-480-3670
tnorman@kpmg.ca
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Capital Region Housing Corporation Audit Findings Report for the year ended December 31, 2017

Executive summary
Purpose of this report

Audit risks and results

The purpose of this Audit Findings Report is to assist you, as a member of the
Board of Directors, in your review of the results of our audit of the financial
statements of Capital Region Housing Corporation as at and for the year ended
December 31, 2017.

At the planning stage of the audit we discussed with you areas of audit focus.

This Audit Findings Report builds on the Audit Plan we presented to the Board of
Directors on December 5, 2017.

We report on financial statement reporting matters on the following pages.

We are satisfied that our audit work has appropriately dealt with the focus areas
identified.

Adjustments and differences
Changes from the Audit Plan

We did not identify differences that remain uncorrected.

There have been no significant changes regarding our audit from the Audit
Planning Report previously presented to you.

An adjusting journal entry was recommended and accepted by management to
remove land under lease and invested in capital assets for $2.7 million. The
adjustment decreases capital assets by $2.7 million and amortization expense by
$46 thousand for the year.

*This Audit Findings Report should not be used for any other purpose or by anyone other than the Board of Directors. KPMG shall have no responsibility or liability for loss
or damages or claims, if any, to or by any third party as this Audit Findings Report has not been prepared for, and is not intended for, and should not be used by, any third
party or for any other purpose.
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Executive summary (continued)
Finalizing the audit

Critical accounting estimates

As of March 13, 2018 we have completed the audit of the financial statements,
with the exception of certain remaining procedures, which include amongst
others:

Overall, we are satisfied with the reasonability of critical accounting estimates.

– completing our discussions with the Board of Directors;
– obtaining evidence of the Board’s approval of the financial statements.
– obtaining a signed management representation letter

Independence

We will update the Board of Directors on significant matters, if any, arising from
the completion of the audit, including the completion of the above procedures.
Our auditors’ report will be dated upon the completion of any remaining
procedures.

The critical area of estimates relates to capital asset amortization.

We have included a copy of our independence letter, which notes that we are
independent with respect to the Company (and its related entities), within the
meaning of the relevant rules and related interpretations prescribed by the
relevant professional bodies in Canada and any other standards or applicable
legislation or regulation.

Control and other observations

Significant accounting policies and
practices

We did not identify any control deficiencies that we determined to be significant
deficiencies in internal control over financial reporting.

There have been no initial selections of, or changes to, significant accounting
policies and practices to bring to your attention.
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Audit results
Significant findings from the audit regarding other areas of focus are as follows:

Area of focus
Carey Road Lease from
Capital Regional District
(CRD)

Our response and significant findings
The Corporation entered into a 60 year land lease agreement with the Capital Regional District for one dollar. The fair value of
the land, 3816 Carey Road, is $2,700,000. Other fees associated with the land lease include property transfer tax, lawyers fee
and property assessment. These costs total $62,773.
The Corporation capitalized the costs for both the land and other fees. Amortization expense was recorded on the land lease.
KPMG inspected the lease agreement and noted that ownership of the land was retained by CRD. Public Sector Guideline PDG 2, Leased Tangible Capital Assets, guidance indicates the land lease does not meet the criteria for capitalization because
legal title of the building remains with CRD. This lease differs from others as there was no prepayment of lease payments to be
amortized over the term of the lease.
KPMG proposed, and management accepted, an adjusting journal entry to reverse the capitalized land and amortization related
to the transaction of $2.7 million and $46,046, respectively.
Other fees as described above will remain capitalized as an incremental cost to the building and be amortized over the life of
the building.
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Data & Analytics in the audit
We have utilized Data & Analytics (D&A) in order to enhance the quality and effectiveness of the audit. We have summarized areas of the audit where D&A tools and
routines were used.

Schedule 1: Replacement Reserve Fund (Balances)
Schedule 1 in the financial statements details the annual Changes in the Replacement Reserve Fund by property including contributions, interest, and transfers to the
Capital Fund. The Replacement Reserve Funds have been established in accordance with the agreements for the purpose of each building being able to pay for the
replacement of capital equipment and other approved items. The schedules below summarize the properties in three categories: Umbrella Agreement (CMHC (14
buildings, 423 units), BCHMC (22 buildings, 632 units), and Homes BC (5 buildings, 119 units)), ILBC2 Agreement (1 building, 21 units), and No Operating Agreement (2
buildings, 56 units).

Replacement Reserve Fund (Balance) Per Unit

The Replacement Reserve Fund (Balance) Per Unit (“RRFPU”)
graph provides a summary of the average funds available per unit
during the 2013 to 2017 fiscal years under each of the operating
agreements.

$10,000
$8,000

The average RRFPU for all buildings under the Umbrella Agreement
ranges from $4,134 in 2017 to $5,501 in 2013. The Umbrella
Agreement includes CMHC, BCHMC and Homes BC.

$6,000
$4,000
$2,000
$-

UOA (combined)

CMHC
2013

2014

BCHMC
2015

2016

Homes BC

2017

The average RRFPU for all buildings under the CMHC Agreement ranges from $9,481 in 2015 to
$7,343 in 2017.
The average RRFPU for all buildings under the BCHMC Agreement ranges from $2,727 in 2014 to
$2,930 in 2017.
The average RRFPU for all buildings under the Homes BC Agreement ranges from $5,744 in 2013
to $263 in 2017. The large decrease in 2017 is due to the roof replacement in Carillon Place.

The average RRFPU for buildings in the UOA decreased in 2017 as
a result of capital expenditures totalling $2,273,025 being greater
than the funds received from operations and interest totalling
$1,077,305.
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Replacement Reserve Fund (Balance) Per Unit
$7,000
$6,000
$5,000

The Replacement Reserve Fund (Balance) Per Unit (“RRFPU”)
graph provides a summary of the average funds available per
unit from 2013 to 2017 under each of the operating
agreements.
The 2017 year increase in the RRFPU for the building under the
ILBC2 Agreement is attributed to capital expenditures being
less than the transfer from rental operating and interest.

$4,000
$3,000
$2,000

The average RRFPU for the building under the ILBC2
Agreement ranges from $1,654 in 2017 to $4,212 in 2014.

$1,000
$0
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ILBC2
2013

NOA
2014

2015

2016

2017

The NOA consists of 2 buildings, 1 from 1984 and 1 from 2012.
The average RRFPU for the buildings with no operating
agreement ranges from $5,220 in 2013 to $6,309 in 2017.
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Schedule 4: Capital Fund – Mortgages Payable
Schedule 4 details the Mortgages Payable. The schedule includes the interest rate, renew date, maturity date and the outstanding balance in fiscal 2017 and 2016. No
buildings were renewed in fiscal 2017. Total principal repayments on mortgages in fiscal 2017 were $4,712,055. There is no mortgage on Kings Place and therefore it is
not included in the listing. The average debt per unit is $41,643. Interest rates range from 1.020% to 5.260%.

Average Debt per Unit by Operating Agreement

Average Debt per Unit by Operating Agreement is calculated by
dividing the sum of the total debt per operating agreement by the
total number of units per operating agreement. CMHC, BCHMC and
Homes BC are all under the Umbrella Agreement.

$200,000
$180,000

CMHC:

$10,754

BCHMC:

$41,281

Homes BC:

$97,908

$120,000

ILBC2:

$178,705

$100,000

NOA:

$108,090

$160,000
$140,000

$80,000
$60,000
$40,000
$20,000
$-

CMHC

BCHMC

Homes BC

ILBC2

NOA

CMHC buildings have a lower average debt due to the agreements
expiring. Homes BC are included in the Umbrella Agreement,
however, the mortgages are held with private lenders and have
higher costs. Buildings included in ILBC2 and NOA are newer
buildings that were more costly to build and therefore have higher
average debt.
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Average Annual Principal Repayment by
Operating Agreement

The following graphs depict the average annual
principal repayments per building by operating
agreement over the next 5 years.
Average Annual Principal Repayments over the next
five years have the following ranges:

$140,000.00
$120,000.00
$100,000.00
$80,000.00
$60,000.00

UOA:

$106,649 (2018), $77,346 (2022)

CMHC:

$124,383 (2018), $0 (2022)

BCHMC:

$100,760 (2018), $114,457 (2022)

Homes BC:

$95,585 (2018), $109,369 (2022)

ILBC2:

$93,406 (2018), $107,228 (2022)

NOA:

$84,528 (2018), $96,993 (2022)

$40,000.00
$20,000.00
$-
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CMHC
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2019
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BCHMC
2021
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2022

Average Annual Principal Repayment by
Operating Agreement
120,000.00
100,000.00
80,000.00
60,000.00
40,000.00
20,000.00
0.00

ILBC2
2018

NOA
2019

2020

2021

2022

It is expected that average annual principal repayments
increase over the term of the mortgage as more
principal and less interest is paid each month over the
term of the mortgage. BCHMC, Homes BC, ILBC2 and
NOA are all consistent with this expectation. CMHC
mortgages are expiring in 2020 and 2021, resulting in a
decrease in average annual principal repayment.
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Schedule 5: Operating Fund – Rental Operations
Schedule 5 details the revenues, expenditures, and interfund transfers related to each building. Also detailed is the Surplus or Deficit from Operations after Interfund
Transfers which provides the users with a summary of the annual surplus or deficit for the year by building. The following table calculates the average per unit per month
amount for rent, subsidy, operating costs, transfer to replacement reserve, debt charges and surplus/deficit by operating agreement. In Homes BC, Kings Place mortgage
is recorded as a lease repayment which increases the operating costs for the building.
CMHC

BCHMC

HOMES BC

TOTAL UMBRELLA
AGREEMENT

ILBC2 AGREEMENT

CRHC NO
OPERATING
AGREEMENT

956

507

871

711

1,215

1,011

86

331

280

239

1,222

-

1,042

838

1,151

949

2,437

1,011

403

347

509

388

1,592

361

TRANSFER TO
REPLACEMENT
RESERVE

65

65

65

65

65

81

DEBT CHARGES

368

412

472

404

879

557

TOTAL

836

824

1,046

857

2,536

999

SURPLUS/(DEFICIT)
average per month

210

17

110

96

(54)

32

RENT
SUBSIDY
TOTAL
OPERATING COSTS
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Vacancy Rates
The vacancy rate is the numerical calculation of all the available units in a property that are vacant or unoccupied at a particular time. High vacancy rates indicate that the
property is not renting well, while low vacancy rates indicate strong rentals. CMHC’s fall reports indicate the following vacancy rates in Victoria: 2013 – 2.8%, 2014 –
1.5%, 2015 – 0.6%, 2016 – 0.5%, 2017 – 0.2%. The vacancy rate in the Victoria Census Metropolitan Area is determined by a Rental Market Survey conducted by CMHC
every October.

ANNUAL AVERAGE VACANCY RATES
BY OPERATING AGREEMENT

UOA (COMBINED)

2017

The vacancy rates ranged from a low of 0.15% in the
CMHC and BCHMC properties in 2017 to a high of
7.31% in the ILBC2 property in 2013.

2.22%
0.87%

1.60%

0.45%

1.34%

1.39%
NOA

ILBC2

3.18%

2016

7.31%

2015

3.06%

2014

3.96%
0.56%

0.84%

1.48%

2.57%

2.86%

2013

The following graphs depict the annual average
vacancy rates by operating agreement. The Umbrella
Agreement (“UOA”) includes CMHC, BCHMC and
Homes BC.

There has been a steady decline in the vacancy rates
for all operating agreements over the past three years
except ILBC2 which increased from 0.87% in 2015 to
3.18% in 2017. This is due to the low number of rental
units in the property. Overall, this is consistent with
the Rental Market Survey conducted by CMHC.
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Adjustments and differences
Adjustments and differences identified during the audit have been categorized as “Corrected adjustments” or “Uncorrected differences”. These include disclosure
adjustments and differences. Professional standards require that we request of management and the audit committee that all identified differences be corrected. We have
already made this request of management.

Corrected adjustments
The management representation letter includes one adjusting journal entry identified as a result of the audit, communicated to management and subsequently corrected in
the financial statements. This adjustment has been previously described on page 5, removal of the land lease for the Carey Rd. property.

Uncorrected differences
We did not identify differences that remain uncorrected.
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Appendix 1: Required communications
In accordance with professional standards, there are a number of communications that are required during the course of and upon completion of our audit. These include:

–

Auditors’ report – the conclusion of our audit is set out in our draft auditors’
report

–

Management representation letter – in accordance with professional
standards, copies of the management representation letter are provided to
the Board of Directors.

–

–

Fraud related inquiries – professional standards required that during the
planning of our audit we obtain your views on risk of fraud. We make similar
inquiries to management as part of our planning process; responses to these
will assist us in planning our overall audit strategy and audit approach
accordingly.

Audit planning report – provided to the Board of Directors in December

–

Audit findings report – as attached.
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Appendix 2: Management representation letter
CAPITAL REGION HOUSING CORPORATION 631 FISGARD STREET
VICTORIA, BC V8W 1R7

KPMG LLP
St. Andrew's Square II 800-730 View Street Victoria, BC V8W 3Y7
Canada
March 27, 2018
Ladies and Gentlemen:
We are writing at your request to confirm our understanding that your audit was for the purpose of expressing an opinion on the financial statements
(hereinafter referred to as "financial statements") of Capital Region Housing Corporation ("the Entity") as at and for the period ended December 31, 2017.
GENERAL:
We confirm that the representations we make in this letter are in accordance with the definitions as set out in
Attachment I to this letter.
We also confirm that, to the best of our knowledge and belief, having made such inquiries as we considered necessary for the purpose of appropriately
informing ourselves:
RESPONSIBILITIES:
1)

We have fulfilled our responsibilities, as set out in the terms of the engagement letter dated March 10, 2017 and amended on February 15,2018,
for:
a) the preparation and fair presentation of the financial statements and believe that these financial statements have been prepared and
present fairly in accordance with the relevant financial reporting framework
b) providing you with all relevant information, such as all financial records and related data, including the names of all related parties and
information regarding all relationships and transactions with related parties, and complete minutes of meetings, or summaries of actions of
recent meetings for which minutes have not yet been prepared, of shareholders, board of directors and committees of the board of directors
that may affect the financial statements, and access to such relevant information
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c) such internal control as management determined is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error. Management also acknowledges and understands that they are responsible for
the design, implementation and maintenance of internal control to prevent and detect fraud.
d) ensuring that all transactions have been recorded in the accounting records and are reflected in the financial statements
INTERNAL CONTROL OVER FINANCIAL REPORTING:
2)
We have communicated to you all deficiencies in the design and implementation or maintenance of internal control over financial reporting of
which management is aware.

FRAUD & NON-COMPLIANCE WITH LAWS AND REGULATIONS:
3)

We have disclosed to you:
a) the results of our assessment of the risk that the financial statements may be materially misstated as a result of fraud
b) all information in relation to fraud or suspected fraud that we are aware of and that affects the Entity and involves: management, employees
who have significant roles in internal control, or others, where the fraud could have a material effect on the financial statements
c) all information in relation to allegations of fraud, or suspected fraud, affecting the Entity’s financial statements, communicated by
employees, former employees, analysts, regulators, or others
d) all known instances of non-compliance or suspected non-compliance with laws and regulations, including all aspects of contractual
agreements, whose effects should be considered when preparing financial statements
e) all known actual or possible litigation and claims whose effects should be considered when preparing the financial statements.

SUBSEQUENT EVENTS:
4)

All events subsequent to the date of the financial statements and for which the relevant financial reporting framework requires adjustment or
disclosure in the financial statements have been adjusted or disclosed.

RELATED PARTIES:
5)
6)
7)

We have disclosed to you the identity of the Entity’s related parties.
We have disclosed to you all the related party relationships and transactions/balances of which we are aware.
All related party relationships and transactions/balances have been appropriately accounted for and disclosed in accordance with the relevant
financial reporting framework.
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ESTIMATES:
8)

Measurement methods and significant assumptions used by us in making accounting estimates, including those measured at fair value, are
reasonable.

MISSTATEMENTS:
9)
10)

The effects of the uncorrected misstatements described in Attachment II are immaterial, both individually and in the aggregate, to the financial
statements as a whole.
We approve the corrected misstatements identified by you during the audit described in Attachment II.

NON-SEC REGISTRANTS OR NON-REPORTING ISSUERS:
11)

We confirm that the Entity is not a Canadian reporting issuer (as defined under any applicable Canadian securities act) and is not a United
States Securities and Exchange Commission (“SEC”) Issuer (as defined by the Sarbanes-Oxley Act of 2002). We also confirm that the financial
statements of the Entity will not be included in the consolidated financial statements of a Canadian reporting issuer audited by KPMG or an SEC
Issuer audited by any member of the KPMG organization.

Yours very truly,

By: Ms. Christine Culham, Senior Manager

By: Mr. Nelson Chan, Chief Financial Officer
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Attachment I – Definitions
MATERIALITY
Certain representations in this letter are described as being limited to matters that are material. Misstatements, including omissions, are considered to
be material if they, individually or in the aggregate, could reasonably be expected to influence the economic decisions of users taken on the basis of the
financial statements. Judgments about materiality are made in light of surrounding circumstances, and are affected by the size or nature of a
misstatement, or a combination of both.
FRAUD & ERROR
Fraudulent financial reporting involves intentional misstatements including omissions of amounts or disclosures in financial statements to deceive
financial statement users.
Misappropriation of assets involves the theft of an entity’s assets. It is often accompanied by false or misleading records or documents in order to
conceal the fact that the assets are missing or have been pledged without proper authorization.
An error is an unintentional misstatement in financial statements, including the omission of an amount or a disclosure.
RELATED PARTIES
In accordance with Canadian public sector accounting standards related party is defined as:
• when one party has the ability to exercise, directly or indirectly, control, joint control or significant influence over the other. Two or more parties are
related when they are subject to common control, joint control or common significant influence.
In accordance with Canadian public sector accounting standards a related party transaction is defined as:
• a transfer of economic resources or obligations between related parties, or the provision of services by one party to a related party, regardless of
whether any consideration is exchanged.
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Attachment II – Summary of corrected audit misstatements
Statement of operations
effect
Description

Statement of financial position effect

(Decrease) Increase

Assets (Decrease)
Increase

Liabilities (Decrease)
Increase

To reverse the capitalization of land under lease

(2,700,000)

(2,700,000)

-

To reverse the amortization of land under lease

46,046

46,046

-

-

62,774

-

To reclassify other fees related to land lease
from land under lease to building additions
Total misstatements

There are no uncorrected audit misstatements.

(62,774)
(2,653,954)

(2,653,354)

-
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Appendix 3: Audit Quality and Risk Management
KPMG maintains a system of quality control designed to reflect our drive and determination to deliver independent, unbiased advice and opinions, and also meet the
requirements of Canadian professional standards. Quality control is fundamental to our business and is the responsibility of every partner and employee. The following
diagram summarises the six key elements of our quality control systems.
Visit our Audit Quality Resources page for more information including access to our audit quality report, Audit quality: Our hands-on process.

–

–

–

–

–

–

Independence,
integrity, ethics
and objectivity

Other controls include:
Before the firm issues its audit
report, the Engagement Quality
Control Reviewer reviews the
appropriateness of key elements
of publicly listed client audits.
Technical department and
specialist resources provide realtime support to audit teams in the
field.

We conduct regular reviews of
engagements and partners.
Review teams are independent
and the work of every audit
partner is reviewed at least once
every three years.
We have policies and guidance to
ensure that work performed by
engagement personnel meets
applicable professional standards,
regulatory requirements and the
firm’s standards of quality.
All KPMG partners and staff are
required to act with integrity and
objectivity and comply with
applicable laws, regulations and
professional standards at all
times.

Other risk
management
quality controls

–

We do not offer services that would
impair our independence.

–

The processes we employ to help
retain and develop people include:

–

Personnel
management

Acceptance &
continuance of
clients /
engagements

Independent
monitoring

Engagement
performance
standards

–
–
–
–

Assignment based on skills and
experience;
Rotation of partners;
Performance evaluation;
Development and training; and
Appropriate supervision and
coaching.

–

We have policies and procedures
for deciding whether to accept or
continue a client relationship or to
perform a specific engagement for
that client.

–

Existing audit relationships are
reviewed annually and evaluated to
identify instances where we should
discontinue our professional
association with the client.
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Appendix 4: Background and professional standards
Internal control over financial reporting
As your auditors, we are required to obtain an understanding of internal control
over financial reporting (ICFR) relevant to the preparation and fair presentation of
the financial statements in order to design audit procedures that are appropriate
in the circumstances for the purpose of expressing an opinion on the financial
statements, but not for the purpose of expressing an opinion on internal control.
Accordingly, we do not express an opinion on the effectiveness of internal
control.
Our understanding of ICFR was for the limited purpose described above and was
not designed to identify all control deficiencies that might be significant
deficiencies and therefore, there can be no assurance that all significant
deficiencies and other control deficiencies have been identified. Our awareness
of control deficiencies varies with each audit and is influenced by the nature,
timing, and extent of audit procedures performed, as well as other factors.
The control deficiencies communicated to you are limited to those control
deficiencies that we identified during the audit.

Documents containing or referring to the
audited financial statements
We are required by our professional standards to read only documents
containing or referring to audited financial statements and our related auditors’
report that are available through to the date of our auditors’ report. The objective
of reading these documents through to the date of our auditors’ report is to
identify material inconsistencies, if any, between the audited financial statements
and the other information. We also have certain responsibilities, if on reading the
other information for the purpose of identifying material inconsistencies, we
become aware of an apparent material misstatement of fact.
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Appendix 5: Current developments
Please visit the Audit Committee Institute / Current Developments page for recent developments in IFRS, Canadian securities matters, Canadian auditing and other
professional standards and US accounting, auditing and regulatory matters.
The following is a summary of the current developments that are relevant to the Company:

Standard
Related Party Transactions and
Inter-entity Transactions

Summary and implications

—

Two new Handbook sections were approved in December 2014, effective for fiscal years beginning on or after April
1, 2017.

—

Related parties include entities that control or are controlled by a reporting entity, entities that are under common
control and entities that have shared control over or that are subject to shared control of a reporting entity.

—

Individuals that are members of key management personnel and close members of their family are related parties.
Disclosure of key management personnel compensation arrangements, expense allowances and other similar
payments routinely paid in exchange for services rendered is not required.

—

Determining which related party transactions to disclose is a matter of judgment based on assessment of:

• the terms and conditions underlying the transactions;
• the financial significance of the transactions;
• the relevance of the information; and
• the need for the information to enable users’ understanding of the financial statements and for making
comparisons.

—

A related party transaction, with the exception of contributed goods and services, should normally be recognized by
both a provider organization and a recipient organization on a gross basis.

—

Related party transactions, if recognized, should be recorded at the exchange amount. A public sector entity’s
policy, budget practices or accountability structures may dictate that the exchange amount is the carrying amount,
consideration paid or received or fair value.

Assets, Contingent Assets and
Contractual Rights

—

Three new Handbook sections were approved in March 2015, effective for fiscal years beginning on or after April 1,

—

The intended outcome of the three new Handbook Sections is improved consistency and comparability.

2017.
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—

The standard includes enhanced guidance on the definition of assets and disclosure of assets to provide users with
better information about the types of resources available to the public sector entity.

—

Disclosure of contingent assets and contractual rights is required to provide users with information about the nature,
extent and timing of future assets and potential assets and revenues available to the public sector entity when the
terms of those contracts are met.

Revenue

—

PSAB is proposing a single framework to categorize revenues to enhance the consistency of revenue recognition
and its measurement.

—

An Exposure Draft (ED) was issued in May 2017 seeking feedback from stakeholders. Responses are currently
under deliberation.

—

The ED proposes that in the case of revenues arising from an exchange, a public sector entity must ensure the
recognition of revenue aligns with the satisfaction of related performance obligations.

—

The ED proposes that unilateral revenues arise when no performance obligations are present, and recognition
occurs when there is authority to record the revenue and an event has happened that gives the public sector entity
the right to the revenue.

Asset Retirement Obligations

—
—

The new section would be applied retroactively with restatement for fiscal years beginning on or after April 1, 2021.
A new standard is under development addressing the recognition, measurement, presentation and disclosure of
legal obligations associated with retirement of tangible capital assets in productive use. Retirement costs would be
recognized as an integral cost of owning and operating tangible capital assets. PSAB currently contains no specific
guidance in this area.

—

PSAB recently released an Exposure Draft following the consideration of comments received in response to the
previously released Statement of Principles. Responses are currently under deliberation.

—

The proposed ARO standard would require the public sector entity to record a liability related to future costs of any
legal obligations to be incurred upon retirement of any controlled tangible capital assets (“TCA”). The amount of the
initial liability would be added to the historical cost of the asset and amortized over its useful life.

—

As a result of the proposed standard, the public sector entity would have to:
•

consider how the additional liability will impact net debt, as a new liability will be recognized with no
corresponding increase in a financial asset;

•

carefully review legal agreements, senior government directives and legislation in relation to all controlled TCA
to determine if any legal obligations exist with respect to asset retirements;

•

begin considering the potential effects on the organization as soon as possible to coordinate with resources
outside the finance department to identify AROs and obtain information to estimate the value of potential AROs
to avoid unexpected issues.
The Exposure Draft has a proposed effective date of April 1, 2021 for the standard.
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Employee Future Benefit
Obligations

—

PSAB has initiated a review of sections PS3250 Retirement Benefits and PS3255 Post-Employment Benefits Given
the complexity of issues involved and potential implications of any changes that may arise from this review, the
project will be undertaken in phases. Phase I will address specific issues related to measurement of employment
benefits. Phase II will address accounting for plans with risk sharing features, multi-employer defined benefit plans
and sick leave benefits.

—

An Invitation to Comment was issued in November 2016 and closed March 2017, seeking guidance on whether the
deferral provisions in existing public sector standards remain appropriate and justified and the appropriateness of
accounting for various components of changes in the value of the accrued benefit obligation and plan assets.
Responses are currently under deliberation.

—

An Invitation to Comment is expected to be issued in November 2017 seeking guidance on the present value
measurement of accrued benefit obligations. Webinars with an overview of the Invitation to Comment are
scheduled for January 2018.

—

The ultimate objective of this project is to issue a new employment benefits section to replace existing guidance.

Cyber Security, Is your organization at risk?
Cyber-attacks are an inevitable part of life today, and the financial and reputational costs of not being prepared against such attacks are significant. Cyber-attacks are being
launched against all forms of valuable information including both financial and non-financial data sources. Estimates suggest the global financial impact of cybercrime is
US$114 billion; companies are thought to bear almost 80% of those costs. The nature of these attacks and the perpetrators behind them are always changing. Hacktivists,
organized criminals, competitors, and even rogue governments are mounting attacks with a high level of sophistication and persistence. These perpetrators have different
motives, however are common in that they are looking to either disrupt or better themselves by stealing another entities data.
Patching servers and installing intrusion detection systems is no longer enough to protect your critical assets and business processes. Cyber Security has never been solely
about IT; it has always been a business issue first. To survive and prosper requires a business-wide understanding of the threats, safeguards, and responses involved. Key
elements to consider include:

•

Preparing your people, processes, infrastructure and technology to resist an attack

•

Detecting the attack and initiating your response

•

Containing and investigating the attack

•

Recovering from an attack and resuming business operations

•

Reporting on and improving security

Organizations should be reviewing their organization and considering Cyber Risks. Key data that may be identified includes student, banking, payroll data etc.
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