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Your strata corporation has decided — it's time to
terminate the service agreement between your current
strata management company and the strata
corporation. Regardless of the reasons that brought you
to this decision, it’s a big step. You want to be sure that
the transition to a new strata management company is
a smooth one.

To help ensure that the changeover is seamless and
your strata corporation continues to function well
before, during, and after the switch, here are five key
things you need to consider when moving from current
Company A to new Company B.

1. Services Must Continue Up to the Date of
Transition
Maybe you’ve informed Company A that the strata

council will not be renewing their service agreement
upon expiry. Or perhaps your council has voted to
terminate the contract. Whether the agreement is
ending in a matter of days or a matter of months, you
will still need services provided until Company B steps
in.

Under the Real Estate Rules, Company A has a duty to
continue to provide services to their client, the strata
corporation, during the remaining term of the service
agreement. They must fulfill all contractual service
obligations, including arranging for the transfer of your
records and funds to Company B.

2. Funds Must be Transferred Promptly
Once the service agreement has terminated, Company

A must promptly transfer control of your strata
corporation’s money to the strata council. Or, if
Company B has been contracted to hold your funds in
trust, the previous strata management company must
transfer the funds to them.

Company A may retain sufficient funds to pay
outstanding and anticipated invoices related to
expenses incurred on behalf of the strata corporation
before the termination of the service agreement.
However, as soon as possible after the date of
termination, they must provide the strata corporation
with all its remaining funds, to ensure that the strata
corporation can continue to operate.

You may wish to instruct Company A to make bank
drafts available on the date of termination.

3. Investments — Cancel or Retain?
Does Company A hold some of your CRF or special levy

funds in a GIC, or another type of termed investment?
On the date of the termination of the service
agreement, Company A must release control of those
funds, by canceling the in-trust GIC and any other
investments held on your behalf.

This could mean that your strata corporation loses
some or all of the interest being earned on those funds.

To avoid losing the interest on their investments, some
strata corporations enter into a new, limited scope
service agreement with their old strata management
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company for the remainder of the term of the invested
funds. This enables the strata management company to
continue to hold that portion of their funds. Strata
corporations considering this option may wish to seek
legal advice about the wording and terms of this
agreement.

4, Make Sure Records are Transferred

If requested, Company A must provide the following
records to their former strata corporation client, or
their new strata management company:

e banking records relating to account transactions
of all trust accounts held on behalf of the strata
corporation, including bank statements and
cancelled cheques;

e other source documents confirming deposits or
withdrawals;

e arecord showing amounts received and
disbursed, the reason for the receipt or
disbursement, and any unexpended balance;

¢ monthly reconciliations of banking statements
of all trust accounts held on behalf of the strata
corporation; and

e unless they have already been provided,
invoices for expenditures incurred on behalf of the
strata corporation.

They must provide these records within 4 weeks from
the date of termination or within 2 weeks from the date
of the request to transfer the records, whichever is
later. You may wish to consider instructing Company A
to send your new strata managers any documentation
that they’ll need ahead of time, such as an owners list.
Ensuring that crucial information is transferred early can
help to prevent disruptions at the start of the new
service agreement.

The strata management company is also required to
return all the strata corporation records listed in section
35 of the Strata Property Act. Those records must be
returned within 4 weeks of the end of the contract.

While Company A must return the strata corporation’s
records, they also have an obligation to keep copies of
some documents. Under the Real Estate Rules, a strata
management company must retain print or electronic
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copies of the following records for seven years after
their creation;

e any accounting statement prepared by or on
behalf of the strata management company that is
provided to the strata corporation;

e invoices for expenditures incurred on behalf of
the strata corporation;

¢ monthly banking statements from the savings
institutions for all trust funds held on behalf of the
strata corporation; and

¢ monthly reconciliations of banking statements
of all trust accounts held on behalf of the strata
corporation.

5. Talk through any remaining issues
If you are switching from one strata management

company to another, it may be a good idea to arrange a
discussion between the two companies. This
conversation should cover issues such as any
arrangements that may be needed in order to collect
strata management fees as soon as the new service
agreement commences, and information that the new
company may need if a Form B or Form F request is
received.

While switching strata management companies isn’t
something to be undertaken lightly, careful planning
can make the transition a painless one for your strata
corporation.

If you have questions about the services to expect from
a strata management company, RECBC'’s Professional
Standards Advisors can help. They are available Monday
— Friday, by phone or email, to answer questions from
members of the public about real estate service
matters. Get in touch at advisor@recbc.ca.




