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British Columbia Housing Management Commission
Statement of Management Responsibility

The financial statements of the British Columbia Housing Management Commission
(the Commission) are the responsibility of management and have been prepared in accordance with
Canadian public sector accounting standards, consistently applied and appropriate in the
circumstances. The preparation of financial statements necessarily involves the use of estimates
which have been made using careful judgment. In management’s opinion, the financial statements
have been properly prepared within the framework of the accounting policies summarized in the
financial statements and incorporate, within reasonable limits of materiality, all information available
at May 22, 2020. The financial statements have also been reviewed by the Audit and Risk
Management Committee and approved by the Board of Commissioners.

Management maintains systems of internal controls designed to provide reasonable assurance that
assets are safeguarded, and that reliable financial information is available on a timely basis. These
systems include formal written policies and procedures, careful selection and training of qualified
personnel and appropriate delegation of authority and segregation of responsibilities within the
organization. An internal audit function independently evaluates the effectiveness of these internal
controls on an ongoing basis and reports its findings to management and the Audit and Risk
Management Committee.

The financial statements have been examined by an independent external auditor. The external
auditor’s responsibility is to express their opinion on whether the financial statements, in all material
respects, fairly present the Commission’s financial position, results of operations and cash flows in
accordance with Canadian public sector accounting standards. The Independent Auditor's Report,
which follows, outlines the scope of their examination and their opinion.

The Board of Commissioners, through the Audit and Risk Management Committee, is responsible
for ensuring that management fulfills its responsibility for financial reporting and internal controls.
The Audit and Risk Management Committee meets regularly with the external auditors, the internal
auditors and management to satisfy itself that each group has properly discharged its responsibility
to review the financial statements before recommending approval by the Board of Commissioners.
The Audit and Risk Management Committee also recommends the appointment of an external
auditor to the Board of Commissioners. The external auditor has full and open access to the Audit
and Risk Management Committee, with and without the presence of management.

W S 3 Bor daconllon

Shayne Ramsay Abbas Barodawalla
Chief Executive Officer Vice President of Corporate Services
and Chief Financial Officer

May 22, 2020



Independent auditor’s report

To the Board of Commissioners of British Columbia Housing Management Commission and Minister of
Municipal Affairs and Housing, Province of British Columbia.

Our opinion

In our opinion, the accompanying financial statements present fairly, in all material respects, the financial
position of British Columbia Housing Management Commission (the Commission) as at March 31, 2020
and the results of its operations, changes in its net debt, its remeasurement gains and losses and its cash
flows for the year then ended in accordance with Canadian public sector accounting standards.

What we have audited

The Commission’s financial statements comprise:

. the statement of financial position as at March 31, 2020;

o the statement of operations for the year then ended;

o the statement of cash flows for the year then ended;

o the statement of remeasurement losses for the year then ended;

. the statement of changes in net financial assets for the year then ended; and

. the notes to the financial statements, which include a summary of significant accounting policies.

Basts for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor’s responsibilities for the audit
of the financial statements section of our report.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
opinion.

Independence

We are independent of the Commission in accordance with the ethical requirements that are relevant to
our audit of the financial statements in Canada. We have fulfilled our other ethical responsibilities in
accordance with these requirements.

PricewaterhouseCoopers LLP
PricewaterhouseCoopers Place, 250 Howe Street, Suite 1400, Vancouver, British Columbia, Canada V6C 3S7
T: +1 604 806 7000, F: +1 604 806 7806

“PwC” refers to PricewaterhouseCoopers LLP, an Ontario limited liability partnership.



Responsibilities of management and those charged with governance for the financial
statements

Management is responsible for the preparation and fair presentation of the financial statements in
accordance with Canadian public sector accounting standards, and for such internal control as
management determines is necessary to enable the preparation of financial statements that are free from
material misstatement, whether due to fraud or error.

In preparing the financial statements, management is responsible for assessing the Commission’s ability
to continue as a going concern, disclosing, as applicable, matters related to going concern and using the
going concern basis of accounting unless management either intends to liquidate the Commission or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the Commission’s financial reporting
process.

Auditor’s responsibilities for the audit of the financial statements

Our objectives are to obtain reasonable assurance about whether the financial statements as a whole are
free from material misstatement, whether due to fraud or error, and to issue an auditor’s report that
includes our opinion. Reasonable assurance is a high level of assurance, but is not a guarantee that an
audit conducted in accordance with Canadian generally accepted auditing standards will always detect a
material misstatement when it exists. Misstatements can arise from fraud or error and are considered
material if, individually or in the aggregate, they could reasonably be expected to influence the economic
decisions of users taken on the basis of these financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

. Identify and assess the risks of material misstatement of the financial statements, whether due to
fraud or error, design and perform audit procedures responsive to those risks, and obtain audit
evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of not
detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override
of internal control.

. Obtain an understanding of internal control relevant to the audit in order to design audit
procedures that are appropriate in the circumstances, but not for the purpose of expressing an
opinion on the effectiveness of the Commission’s internal control.

o Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.



o Conclude on the appropriateness of management’s use of the going concern basis of accounting and,
based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the Commission’s ability to continue as a going
concern. If we conclude that a material uncertainty exists, we are required to draw attention in our
auditor’s report to the related disclosures in the financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor’s report. However, future events or conditions may cause the Commission to
cease to continue as a going concern.

o Evaluate the overall presentation, structure and content of the financial statements, including the
disclosures, and whether the financial statements represent the underlying transactions and events
in a manner that achieves fair presentation.

We communicate with those charged with governance regarding, among other matters, the planned scope
and timing of the audit and significant audit findings, including any significant deficiencies in internal
control that we identify during our audit.

/@?W@/M LLP

Chartered Professional Accountants

Vancouver, British Columbia
May 22, 2020



British Columbia Housing Management Commission

Statement of Financial Position

March 31 March 31
2020 2019
($000's) ($000's)
Financial Assets
Cash 11,504 $ 378,812
Portfolio investments (Note 3) 89,332 94,626
Receivables (Note 4) 18,393 15,859
Due from Province of British Columbia (Note 16) 5,995 11,042
Due from Canada Mortgage and Housing Corporation 12,852 6,381
Construction loans to housing projects (Note 4) 595,166 319,687
Mortgages receivable (Note 5) 42,244 39,062
775,486 865,469
Liabilities
Accounts payable and accrued liabilities 82,706 84,953
Deferred revenue (Note 6) 177,579 159,579
Due to Provincial Rental Housing Corporation (Note 16) 11,941 113,855
Tenants' prepaid rent 1,425 1,104
Due to Provincial Treasury (Note 7) 4,993 5,000
Society funds held on deposit (Note 8) 19,889 18,084
Construction grants payable (Note 9) 344,497 336,793
Social Housing Agreement Reserves (Note 10) 3,508 3,709
646,538 723,077
Net financial assets 128,948 142,392
Non-financial assets
Prepaid expenses and housing subsidies 42,875 38,534
Tangible capital assets (Note 11) 14,475 14,509
57,350 53,043
Accumulated surplus 186,298 195,435
Accumulated surplus comprises:
Accumulated surplus from operations 201,286 201,263
Accumulated remeasurement loss (14,988) (5,828)
186,298 $ 195,435

Commitments (Note 15)
Contingencies (Note 18)

Impact of 2019 Coronavirus Disease (COVID-19) (Note 20)

On behalf of the Board of Commissioners:

(oD

Cassie Doyile,@hair 0

See accompanying notes to the financial statements



British Columbia Housing Management Commission

Statement of Operations

2020 2020 2019
Budget Actuals Actuals
Year Ended March 31 ($000's) ($000's) ($000's)
(Note 12)
Revenue
Provincial contributions $ 1,237,934 $ 1,117,896 $ 1,089,248
Federal contributions 160,377 114,908 92,164
Tenant rent 31,411 32,829 32,298
Other 15,296 25,911 27,333
Portfolio investment income 4,000 4,565 5,939
1,449,018 1,296,109 1,246,982
Expenses
Grants 654,047 502,378 523,178
Housing subsidies 480,558 507,195 454,879
Rental assistance 157,080 131,272 126,434
Salaries and labour 74,062 71,045 64,064
Operating expenses 27,545 26,806 26,091
Building maintenance 24,528 24,378 20,508
Office and overhead 12,545 14,198 12,459
Utilities 9,297 8,488 8,993
Grants in lieu of property taxes (Note 13) 8,132 7,718 7,976
Research and education 1,174 2,204 2,275
Interest expense 50 404 97
1,449,018 1,296,086 1,246,954
Annual surplus from operations 23 28
Accumulated surplus from operations at beginning of year 201,263 201,235
Accumulated surplus from operations at end of year $ 201,286 $ 201,263

See accompanying notes to the financial statements



British Columbia Housing Management Commission

Statement of Cash Flows

2020 2019
Year Ended March 31 ($000's) ($000's)
Cash flows provided by (used in)
Operating transactions
Annual surplus from operations $ 23 28
Adjustments to determine cash flows:
Changes in non-cash working capital (Note 14) (94,139) (82,042)
Portfolio Investment income (4,565) (5,939)
Discount on loan receivable (109) (245)
Depreciation of tangible capital assets 5,919 4,822
(92,871) (83,376)
Capital transactions
Tangible capital asset additions net of disposal (5,885) (6,509)
Investing transactions
Construction loans provided to housing projects (275,479) (78,164)
Cash redemption from short-term investment 543 27,829
Cash used for short-term investment (31) (26,500)
New mortgage provided (11,515) (10,393)
Mortgage payment received 8,442 29,975
(278,040) (57,253)
Financing transactions
New grants approved for construction 484,903 491,337
Grants used for construction (477,199) (500,728)
Loans provided from Provincial Treasury 274,904 73,097
Repayment to Provincial Treasury (274,911) (93,125)
Social Housing Agreement Resenes (13) 12)
Additions to society funds 3,426 2,249
Society funds used for project (1,622) (8,515)
9,488 (35,697)
Decrease in cash (367,308) (182,835)
Cash, beginning of year 378,812 561,647
Cash, end of year $ 11,504 $ 378,812

See accompanying notes to the financial statements




British Columbia Housing Management Commission

Statement of Remeasurement Losses

2020 2019
Year Ended March 31 ($000's) ($000's)
Accumulated remeasurement loss, beginning of year $ (5,828) $ (4,630)
Amount released to statement of operations - 60
Unrealized loss attributable to portfolio investments (9,160) (1,258)
Net remeasurement changes for the year (9,160) (1,198)
Accumulated remeasurement loss, end of year $ (14,988) $ (5,828)
Statement of Changes in Net Financial Assets
Budget 2020 2019
Year Ended March 31 ($000's) ($000's) ($000's)
(Note 12)
Annual surplus from operations $ 23 $ 28
Net remeasurement changes for the year (9,160) (1,198)
(9,137) (1,170)
Depreciation of tangible capital assets 5,919 4,822
Disposal of tangible capital assets - 8
Acquisition of tangible capital assets (5,000) (5,885) (6,517)
34 (1,687)
Acquisition of prepaid expenses and housing subsidies (454,698) (409,033)
Use of prepaid expenses and housing subsidies 450,357 408,919
(4,341) (114)
Changes in net financial assets for the year (13,444) (2,971)
Net financial assets, beginning of year 142,392 145,363
Net financial assets, end of year $ 128,948 $ 142,392

See accompanying notes to the financial statements



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

1.

General

The British Columbia Housing Management Commission (the Commission) is a Crown agency,
established in 1967 to deliver on the provincial government's commitment to the development,
management and administration of subsidized housing throughout the Province of British Columbia
(the Province). This includes developing and facilitating new social housing, administering rental
assistance programs, and a variety of other federal and/or provincial housing programs. The Provincial
Rental Housing Corporation (the Corporation) holds property for social housing for the Province. The
subsidized rental housing units of the Corporation are managed and operated by the Commission. The
Commission administers agreements relating to operation of social housing units owned and/or managed
by non-profit housing providers. Through the Licensing and Consumer Services Branch, the Commission
also has responsibilities related to licencing of builders, home warranty insurance, and research and
education to improve the quality of residential construction and consumer protection.

The Commission is exempt from federal and provincial income taxes.

Significant Accounting Policies
a) Basis of Presentation

These financial statements have been prepared in accordance with Province of British Columbia,
Ministry of Finance regulation 688-2010 that requires taxpayer-supported organizations to adopt
Canadian Public Sector Accounting Standards established by the Public Sector Accounting Board
(PSAB) of the Chartered Professional Accountants of Canada (CPA).

b) Use of Estimates

In preparing these financial statements, management has made estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the
date of the financial statements and the reported amounts of revenues and expenses during the
reporting period. Estimating the useful life of tangible capital assets and the collectability of
receivables, construction loans to housing projects and mortgages receivable requires the greatest
degree of estimation. Actual results could differ from those estimates.

¢) Revenue Recognition

The Commission is funded primarily by the Province and the Canada Mortgage Housing Corporation
(CMHC).

Revenues are recognized on an accrual basis in the period in which the transactions or events
occurred that gave rise to the revenues, the amounts are considered to be collectible and can be
reasonably estimated.

Contributions received or where eligibility criteria have been met are recognized as revenue except
where the contribution meets the criteria for deferral. Eligibility criteria are the criteria that the
Commission must meet in order to receive the contributions including authorization by the transferring
entity.

For contributions subject to a legislative or contractual stipulation or restriction as to their use, revenue
is recognized in the year related expenses are incurred.

10



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

d)

e)

f)

a)

Tenant Rent Revenue

Tenant rent revenue represents rent charged to residents and is determined as the lesser of market
rent and a percentage of each resident's income.

Tangible Capital Assets

Tangible capital assets are recorded at cost and depreciated over their estimated useful life (see
Note 11). Computer software includes desktop applications, server applications and enterprise
applications which is depreciated over a three-year, five-year and 10-year amortization period
respectively. Computer hardware includes photocopier hardware, server hardware, datacentre and
communication hardware and are depreciated on a three-year amortization period. All other capital
assets are depreciated over a five-year amortization period.

Tangible capital assets are written down to residual value when conditions indicate they no longer
contribute to the ability of the Commission to provide services or when the value of future economic
benefits are less than their net book value. The write-downs are accounted for as expenses in the
statement of operations.

Employee Benefit Plans

The employees and employers of the public service contribute to the Public Service Pension Plan
(the Plan), a jointly trusteed pension plan. The Public Service Pension Board of Trustees, representing
plan members and employers, is responsible for overseeing the management of the Plan, including
investment of the assets and administration of benefits. The Plan is a multi-employer contributory
defined benefits pension plan and pension benefits are expensed as incurred. The Plan has
approximately 61,907 active plan members and approximately 47,892 retired plan members.

Every three years an actuarial valuation is performed to assess the financial position of the Plan and
the adequacy of plan funding. The latest valuation as at March 31, 2017, indicated an actuarial surplus
of $1.9 billion for basic pension benefits. The next valuation will be as at March 31, 2020 with results
available in early 2021. The actuary does not attribute portions of the unfunded liability or surplus to
individual employers. The Commission paid $5,606,063 for employer contributions to the Plan in fiscal
2019/20 (2018/19: $5,027,111).

Financial Instruments

The Commission’s financial instruments consist of cash, portfolio investments, receivables, due from
the Province of British Columbia, due from Canada Mortgage and Housing Corporation, construction
loans to housing projects, mortgages receivable, accounts payable and accrued liabilities, due to
Provincial Rental Housing Corporation, due to Provincial Treasury, and Society funds held on deposit.

Upon inception and subsequent to initial recognition, equity instruments quoted in an active market
(portfolio investments) are measured at fair value. These financial instruments are identified in this
note by financial asset and financial liability classification and are not reclassified into another
measurement category for the duration of the period they are held.

All other financial assets and financial liabilities are measured at cost or amortized cost upon their
inception and subsequent to initial recognition. Cash and cash equivalents are measured at cost.
Receivables, due from the Province of British Columbia, due from Canada Mortgage and Housing
Corporation, loan receivables and mortgages receivable are recorded at amortized cost less any
amount for valuation allowance. All debt and other financial liabilities are recorded using cost or
amortized cost.

11



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

The classification of financial instruments is determined upon their initial recognition. Financial
instruments are classified as level 1, 2 or 3 for the purposes of describing the basis of the inputs used
to measure the fair values of financial instruments in the fair value measurement category as described
below:

e Level 1 - Quoted prices (unadjusted) in active markets for identical assets or liabilities.

e Level 2 - Market-based inputs other than quoted prices that are observable for the asset or
liability either directly or indirectly.

e Level 3 - Inputs for the asset or liability that are not based on observable market data;
assumptions are based on the best internal and external information available and are most
suitable and appropriate based on the type of financial instrument being valued in order to
establish what the transaction price would have been on the measurement date in an arm’s
length transaction.

Portfolio investments are recognized at their fair value, determined by published price quotations in
an active market. Transactions to purchase or sell these items are recorded on the settlement date,
and transaction costs are immediately recognized in income. Realized gains and losses are
recognized in the statement of operations and unrealized gains/losses from changes in fair value are
recorded in the statement of remeasurement losses. All other financial instruments are recorded at
cost or amortized cost basis using the effective interest rate method where appropriate.

All financial assets are assessed annually for impairment. When financial assets are impaired,
impairment losses are recorded in the statement of operations. A write-down of a portfolio investment
to reflect a loss in value is not reversed for a subsequent increase in value.

Transaction costs for financial instruments measured at fair value are expensed when incurred.

A financial liability or its part is derecognized when it is extinguished.

3. Portfolio Investments

The Commission invests funds held on behalf of non-profit housing providers, funds for specific reserves
and funds provided by ministries for specific housing projects. These investments are held in pooled
investments and managed by five investment management firms. Income derived under the investments
is reinvested into the portfolio. An investment committee meets periodically to review the performance of
the fund managers and ensure compliance with the BC Housing investment policy. Quarterly reports are
provided to the BC Housing Board of Commissioners. The investment policy has the following asset target
components: 30% Fixed Income, 15% Canadian Equity, 20% Canadian Real Estate and 35% Global
Equity.

12



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

4. Receivables and Construction Loans to Housing Projects

a)

b)

Receivables

Receivables are recorded at cost less an amount for allowance of doubtful accounts. The allowance
is determined on the basis of past collection experience. In fiscal 2019/20, the allowance totalled
$4,381,000 (2018/19: $3,960,000). Changes in the valuation allowance are recognized in the
statement of operations.

Construction Loans to Housing Projects

In its capacity as a National Housing Act approved lender, the Commission advances approved interim
construction loan draws to both non-profit housing providers and developers under the social housing
and market rental housing programs. The loan advances are repaid upon project construction
completion and arrangement of long-term takeout mortgages with CMHC NHA approved lenders. The
average period of construction financing ranges from eighteen to thirty-six months depending on the
magnitude of the project. Borrowers are charged interim interest at the Province's weighted average
borrowing rate for short-term funds, plus administration costs. The current average yield for the year
2019/20is 2.11% (2018/19: 1.95%). The allowance for construction loans to housing projects for fiscal
2019/20 totalled $9,300,000 (2018/19: $8,812,000).

5. Mortgages receivable

a)

b)

Non-profit Housing Provider Mortgages Receivable

The Commission periodically continues to hold construction financing mortgages receivable after
construction completes. In all but rare situations, these mortgages are tendered for take-out
financing provided by private sector financial institutions within twelve months of the construction
completion date. As of March 31, 2020, the total value of construction financing mortgages receivable
was $14,019,000 (2018/19: $9,645,000). These mortgages are secured by property.

BC HOME Partnership Loans Receivable

Through the BC Home Owner Mortgage and Equity Partnership (BC HOME Partnership), the
Commission assisted eligible first-time homebuyers by providing repayable down payment assistance
loans. The loans, secured as a second mortgage by property, are interest and payment free for the
first five years after which interest at prime plus 0.5% will begin to accrue and principal and interest
payments will be amortized over 20 years. The initial interest rate is set when the loan is conditionally
approved and will be reset at the Royal Bank of Canada Prime Rate plus 0.5% at each of the 10t
15" and 20t anniversary dates.

As the first five years of the loans are concessionary, the loans have been recorded at the present
value, discounted at prime plus 0.5%. The loan discount will be amortized into revenue and the loan
receivable using the effective interest rate approach over the five-year concessionary term. The
related concessionary loan expense is recorded at the time of issue and is included in housing
subsidies expense. The program stopped accepting new applications on March 31, 2018. As at
March 31, 2020, the total value of the loans receivable was $28,150,000 (2019: $29,342,000).

13



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

6. Deferred Revenue

These funds are restricted contributions received in advance of related expenditures that are incurred in
the following fiscal year.

Contributions Revenue
2019 Received Recognized 2020
($000's) ($000's) ($000's) ($000's)
Provincial Contributions $ 70,659 $ 627,254 $ (630,965) $ 66,948
Canada Mortgage and Housing Corporation 88,760 136,435 (114,908) 110,287
Other Agencies 160 1,536 (1,352) 344

$ 159,579 $ 765,225 $ (747,225) $ 177,579

The Social Housing Agreement Reserves (see Note 10) represent further restricted contributions from
CMHC of a long-term nature.

7. Dueto Provincial Treasury
Amounts represent short-term funds borrowed from the Province for the purpose of facilitating the
construction or renovation of affordable housing. The maximum amount is not to exceed $165 million
bearing interest at a variable rate charged by the provincial Ministry of Finance.

8. Society Funds Held on Deposit
These funds represent the balance of mortgage advances held to cover various non-profit society

construction and soft costs required to complete their projects. Interest accrues on the society funds at
the prime rate minus 1.75%.

14



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

9. Construction Grants Payable

Grants for construction represent amounts which have been committed to individual projects in advance
of construction. The remaining balance will be paid as construction progresses.

Construction

Construction

grants grants
2019 recognized applied 2020
($000's) ($000's) ($000's) ($000's)
Building BC:

Rapid Response to Homelessness $ - $ 84,500 $ (84,500) $ -

Affordable Rental Housing - 10,722 (10,722) -
Deepening Affordability 62,984 (425) (26,180) 36,379
Community Housing Fund 41,504 113,200 (39,249) 115,455
Indigenous Housing Fund 13,907 66,600 (32,777) 47,730

Supportive Housing Fund - 15,100 (15,100) -

Women's Transition Housing Fund - 14,403 (14,403) -

Homeless Action Plan - 18,758 (18,758) -
Capital Renewal Funding (Non-profit & PRHC) 38,307 128,153 (111,115) 55,345
Investment in Housing Innovation 155,506 5,747 (92,403) 68,850
Investment in Affordable Housing Agreement 1,129 - 2 1,127
Mental Health Housing Initiative 5,788 (47) (2,242) 3,499
Other Project Grants 8,502 1,170 (2,201) 7,471
Social Housing Agreement 27 - - 27
Federal Bilateral Agreement - 26,873 (20,394) 6,479
Social Infrastructure Fund 9,139 149 (7,153) 2,135
$ 336,793 $ 484,903 $  (477,199) $ 344,497

10. Social Housing Agreement Reserves

The funds are available to offset future cost increases in the federal social housing portfolio due to inflation
and changes in interest rates, or losses on loans owing by third parties. The funds are restricted under
the Social Housing Agreement (SHA) and may only be used for housing within the SHA portfolio.

2020 2019

($000's) ($000's)

Balance, beginning of year $ 3,709 $ 3,530
Funds applied (13) 12)
Investment income (188) 191
Balance, end of year $ 3,508 $ 3,709

15



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

11. Tangible Capital Assets

12.

13.

2019 2020
($000's) ($000's)

Cost Additions Disposals Cost

Computer software $ 47,281  $ 3,286 - $ 50,567
Computer hardware 2,746 - - 2,746
Tenant improvements 12,651 2,101 - 14,752
Office furniture 4,419 358 - 4,777
Office equipment 194 - - 194
Vehicles 1,565 140 60 1,645
Grounds equipment 537 - - 537
$ 69,393 §$ 5,885 60 % 75,218

Accumulated Accumulated

Depreciation Depreciation Disposals  Depreciation

Computer software $ 36,474 % 4,368 - $ 40,842
Computer hardware 2,746 - - 2,746
Tenant improvements 10,640 931 - 11,571
Office furniture 3,013 441 - 3,454
Office equipment 161 8 - 169
Vehicles 1,343 155 60 1,438
Grounds equipment 507 16 - 523
$ 54,884 $ 5,919 60 $ 60,743

Net Book Value $ 14,509 $ 14,475

Budget Figures

Budgeted figures are provided for comparative purposes and are consistent with the budget presented in
the 2019/20 — 2022/23 Service Plan that was released in February 2019.

Grants in Lieu of Property Taxes

The Commission, on behalf of the Province, pays each municipality a grant equivalent to gross property

taxes due for all residential properties and projects managed.

16



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

14. Changes in Non-cash Working Capital

2020 2019

($000's) ($000's)

Accounts payable and accrued liabilities $  (2,247) $ 42,144
Deferred revenue 18,000 (67,388)
Due from Canada Mortgage and Housing Corporation (6,471) 43,604
Due from Province of British Columbia 5,047 (10,142)
Due to Provincial Rental Housing Corporation (101,914) (86,576)
Prepaid expenses and housing subsidies (4,341) (114)
Receivables (2,534) (3,277)
Tenants' prepaid rent 321 (293)
$ (94,139) $ (82,042)

15. Commitments

a) Rental Obligations

The Commission has minimum rental obligations under operating leases for office space over the next

five years and beyond as follows:

($000's)
2021 $ 5,318
2022 5,444
2023 5,546
2024 5,521
2025 642
Beyond 2,155
Total $ 24,626

b) Contractual Obligations

The Commission has significant contractual obligations with non-profit housing societies for the
provision of annual subsidies. These contracts are reviewed annually to evaluate the level
of commitment. The current annual subsidy is $479,497,000 with a forecasted amount over the next

five years and beyond as follows:

($000's)
2021 $ 484,123
2022 318,478
2023 243,879
2024 199,067
2025 169,646
Beyond 4,213,221
Total $ 5,628,414

17



British Columbia Housing Management Commission

Notes to the Financial Statements
March 31, 2020

c)

d)

Public-Private Partnership Commitments

The Commission has entered into a public-private partnership project (P3) with Habitat Housing
Initiative (HHI) to renovate 13 Single Room Occupancy Hotels in Vancouver's Downtown Eastside.
The information provided below shows the anticipated cash outflow, net of federal contributions
provided during construction, for future obligations under the contract with HHI for the capital cost and
financing, the facility maintenance and lifecycle costs as defined in the Project Agreement. Payments
to the private partner are contingent on specified performance criteria and include an estimation of
inflation where applicable.

As construction progresses, the asset values are recorded as capital assets and the obligation is
recorded as a liability and included in long-term debt in the Corporation (see Note 16). Upon
construction completion, the obligation will be met through the capital component of the monthly
service payments over the term of the Project Agreement that is provided by the Commission. The
capital portion of the payments due to HHI are recorded under Housing subsidies and are expensed
to the Corporation.

Facility Maintenance

Capital and Lifecycle Total Payments

($000's) ($000's) ($000's)
2021 $ 9,461 $ 2,735 $ 12,196
2022 9,461 2,228 11,689
2023 9,461 2,165 11,626
2024 9,461 3,292 12,753
2025 9,461 2,031 11,492
Thereafter 55,186 11,751 66,937
Total $ 102,491 $ 24,202 $ 126,693

Loan Insurance Agreement

CMHC provides loan insurance under the National Housing Act. The CMHC/BC Housing Loan
Insurance Agreement provides the Commission with the ability to arrange long term CMHC loan
insured mortgages on behalf of non-profit housing providers. In the event of a loan default, the
Commission is required to rectify the default and fully reimburse CMHC for claims paid to approved
lenders. Since the establishment of the Loan Insurance Agreement in January 1993, the Commission
has never had a claim made against the Loan Insurance Agreement. The Commission underwrites
the mortgages in accordance with CMHC Handbook for multi-unit properties, registers a charge on
title to ensure access to property and requires housing providers to enter into an operating agreement
with BC Housing to ensure ongoing operational compliance and access to housing provider’s financial
information.

The maximum value of mortgages that can be insured under this agreement is $3.5 billion. As of
March 31, 2020, the total value of outstanding CMHC insured mortgages was $2,577,924,820
(2019: $2,280,476,071). There is no claim expected on this portfolio and the Commission has not
recorded a provision for loss.
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16. Related Party Transactions
a) BC Government Reporting Entities

The Commission is related through common control to all Province of BC ministries, agencies, Crown
corporations, school districts, health authorities, hospital societies, universities and colleges that are
included in the provincial government reporting entity. Transactions with these entities, unless
disclosed otherwise, are considered to be in the normal course of operations and are recorded at the
exchanged amount, which is the amount of consideration established and agreed to by the related
parties. Funds are due on receipt of the invoice and bear no interest.

b) Provincial Rental Housing Corporation (the Corporation)

The Corporation was created in 1961 as a landholding corporation for social and other low-cost
housing for the Province. The Corporation is a separate legal entity that was incorporated under the
Company Act of the Province and has a separate governance structure. The rental housing units of
the Corporation are managed and operated by the Commission. The assets and liabilities, including
the capital cost of projects owned by the Corporation, and results from operations of the Corporation
are not included in the statements of the Commission. Separate financial statements are prepared for
the Corporation.

During the year, the Commission provided $239,496,000 (2019: $371,136,000) to the Corporation for
capital grants, self-insurance, mortgage subsidies, etc. As at March 31, 2020, amounts due to the
Corporation totalled $11,941,000 (2019: $113,855,000) and represent funds advanced for the
acquisition and development of properties under social housing programs. The advances are non-
interest bearing with no set terms of repayment.

17. Contractual Rights

Contractual rights are rights to economic resources arising from contracts or agreements that will result
in both an asset and revenue in the future. The Commission has contractual rights to receive payment
under a share cost agreement or to receive lease payments as follows:

Contractual 2021 2022 2023 2024 2025 Thereafter
right with: Description ($000's)  ($000's)  ($000's)  ($000's)  ($000's)  ($000's)
CMHC Annual funding underthe  $ 92,150 $ 85,710 $ 80,179 $ 71,976 $ 63,711 $139,087
Social Housing Agreement
(SHA)
CMHC Annual funding under 45,545 51,256 - - - -
Bilateral Agreement
Non-profit housing Land/and or building lease 1,121 1,121 1,121 1,121 1,121 21,952
providers payments on properties

owned by the Corporation

Total $138,816 $138,087 $ 81,300 $ 73,097 $ 64,832 $161,039
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18. Contingencies

a)

b)

Letters of Credit

As at March 31, 2020, the Commission was contingently liable with respect to letters of credit totalling
$11,172,679 (2019: $6,795,548) for municipal development cost charges.

Legal Claims

The nature of the Commission’s activities is such that there will be litigation pending or in progress at
any time. With respect to claims at March 31, 2020, management is of the opinion that it has valid
defenses and appropriate insurance coverage in place, or if there is unfunded risk, such claims are
not expected to have a material effect on the Commission’s financial position. Outstanding
contingencies are reviewed on an ongoing basis and are provided for based on management’s best
estimate of the ultimate settlement.

19. Financial Instrument Risks

The Commission, through its financial assets and liabilities, is exposed to credit risk, interest rate risk,
market risk and liquidity risk. The following analysis provides a measurement of those risks at
March 31, 2020:

a)

b)

Credit Risk

Credit risk is the risk that the Commission will incur a loss due to the failure by its debtors to meet their
contractual obligations. Financial instruments that potentially subject the Commission to credit risk
consist primarily of cash and short-term investments, receivables, mortgages receivable and
construction loans.

The Commission is not exposed to significant credit risk as the majority of receivables are due from
CMHC and the Province. The development phase of a project bears some credit risk as a result of
municipal zoning uncertainty, the capacity of non-profit housing providers, and funding availability.
During this phase, credit risk is mitigated by an assessment of collectability. During the construction
phase of a project, credit risk is low with respect to construction loans to housing projects owned by
non-profit housing providers as the loans are secured by property and repaid at substantial completion
of the project (see Note 4). In addition, credit risk is low with respect to mortgages receivable from
non-profit housing providers and BC HOME Partnership loans as these receivables are also secured
by property (see Note 5).

Interest Rate Risk
Interest rate risk is the risk that the fair value or future cash flows of a financial instrument will fluctuate
because of changes in market interest rates. Construction loans bear interest at the Province’s

weighted average borrowing rate, but these loans are short term. Investments bear some interest rate
risk, but these risks are mitigated through the diversification of the portfolio.
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c)

d)

Market Risk

Market risk is the risk that the value of an investment will fluctuate as a result of changes in market
prices, whether those changes are caused by factors specific to the individual investment, or factors
affecting all securities traded in the market. The Commission has an investment policy to ensure
investments are managed appropriately to secure the preservation of capital and the availability of
liquid funds. The Commission has also retained two qualified investment firms to invest surplus funds
in accordance with its investment policy.

Liquidity Risk

Liquidity risk is the risk that the Commission will not be able to meet its obligations as they fall due.
The Commission maintains adequate levels of working capital to ensure all its obligations can be met
as they become due. If the current funding and cash on hand was insufficient to satisfy its current
obligations, the Commission has the option to sell its portfolio investments.

The majority of the Commission’s financial assets and liabilities are current, maturing within one year.
The table below shows the various financial assets and liabilities that mature after one year.

2020
Financial assets Uptolyear 1lto5years Ower5years Total
($000's) ($000's) ($000's) ($000's)
Construction loans to housing projects $ 521,546 $ 73,620 $ - $ 595,166
Mortgages receivable 6,155 4,188 31,901 42,244
Total $ 527,701 $ 77,808 $ 31,901 $ 637,410
. T Uptolyear 1to5years Ower5years Total
F [ liabilit
inancial fiabiiiies ($000's) ($000's) ($000's) ($000's)
Society funds held on deposit $ 1,922 $ 5416 $ 12551 $ 19,889
2019
Financial assets Uptolyear 1to5years Ower5years Total
($000's) ($000's) ($000's) ($000's)
Construction loans to housing projects $ 293,564 $ 26,123 $ - $ 319,687
Mortgages receivable 5,660 5,224 28,178 39,062
Total $ 299,224 $ 31,347 $ 28,178 $ 358,749
. TR Uptolyear 1to5years Ower5 years Total
F [ liabilit
ihancial liabiiiies ($000's) ($000's) ($000's) ($000's)
Society funds held on deposit $ 615 $ 6,808 $ 10,571 $ 18,084
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e) Foreign Exchange Risk or Other Price Risk

The Commission is not exposed to foreign exchange risk or other price risk.

20. Impact of 2019 Coronavirus Disease (COVID-19)

The impact of COVID-19 in British Columbia first began in January 2020 and a provincial state of
emergency was announced March 19, 2020, prior to the financial statement date. COVID-19 did not
cause any significant impact to the Commission’s assets or liabilities or on its operations on or before the
financial statement date. The effects of the outbreak are expected to occur in the subsequent reporting
period. As part of the province’s $5 billion action plan to respond to the pandemic, in April 2020, the
Commission launched a new Temporary Rental Assistance program to give tenants and landlords
temporary support towards rent payments for renters impacted by COVID-19, and is also providing
additional supports to help low-income households and vulnerable individuals throughout the crisis. All
costs associated with COVID-19 will be funded from the province’s $5 billion action plan.
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