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Privacy

The.information preﬁenc}e_d and discussed in the seminar is
not intende _asclc?3 al advice or an op_lnlor] on theorngr#ts or
ggestlons raise a participant. Itis only intended for

ucational purposes.

Due to the nature of information protectgd under the =
Personal Information Protection Act, and the con |dent|alltg
0 each(g)artlupant and their strata corporation, answeys t
?ﬁreagaeﬁ]lﬁgcr)ra lon specific questions cannot be given during

Partic Pant are adyvised to seeF I% al co nfel |nd1_e(§)endently
regarding the s??cn‘_lc nature ot a bylaw, gaw enforcement;
Interpretation o _erglﬂatlon, or matters relating to
contractual relationships.

Participants are requested to.respect the privacy of.those
persons attending and parUupatPng In t%g sem|¥1ars.
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Introduction
« What is a Winding Up?

- Brings legal existence of strata corporation to an end

- Always part of strata legislation in BC (deemed destruction
under Strata Titles and Condominium Acts)

« Types of Winding Up under the SPA

- Division 1 Voluntary Winding Up without A Liquidator
- Division 2 Voluntary Winding Up with A Liquidator

- Division 3 Court Ordered Winding Up
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Introduction

« What has changed under the SPA?

e Pre Jul 2016: Unanimous Vote resolution of owners

« As of July 2016: 80% Vote approval of owners PLUS
court order to confirm for Division 1 and Division 2
wind ups
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Introduction

« What has changed under the SPA?

« 80% vote for winding up resolution

= at least 80% of ALL votes of the strata
corporation

 All owners entitled to vote
 “No” votes, abstentions and failure to vote =

*“No” votes
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Getting Started

What is a practical process for Division 2
Winding Up?

* Following infographic sets out what has been typical
process

Some flexibility in the process

Timelines can vary (especially with respect to
purchaser’s conditions; court approval)
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MONTH 1

Want to sell?

Owners are approached by agents
and buyers. Strata council first
considers winding up and selling.

Strata Corporation
Winding Up:
Step-by-Step

MONTH 2-3

Council calls informal owners
meeting to discuss liquidation.

MONTH 4-5
MONTH 12-18

CLARK WILSON
Success!

Winding up and sale process completes.
Sales proceeds are distnbuted to owners.
Owners are given several months to move
while purch pursues development
approvals.

' -
Let’s get serious
Formal strata corporation resolution authorizes
council to hire legal representation to initially
advise on process, review listing agreement,

eventually finalize agreement with broker.

MONTH 10-12

MONTH 4-8

Approved!

Once the resolutions are approved, court
application is prepared and made. There may be
opposition to overcome before a liquidator is
appointed and a court order is granted.

B -

MONTH 8-10 Let's begin

Council hires broker who markets the property. Council, broker
and lawyer review offers. Council obtains informal owners”
approvals and enters into letter of intent with broker.

Let's get to work

A formal purchase and sale agreement is entered into, subject to
80% vote and court approval. Purchaser performs due diligence.
The lawyer drafts extensive resolution materials for owners”
approval. Council calls a meeting to vote on the 80% resolution.

Contact Clark Wilson LLP's Allyson Baker (ABaker@cwilson.com 604.892.7732) or Darren Donnelly (DDonnelly@cwilson.com 604.643.3115)
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Getting Started

What'’s a Practical Process? (typical)
(VR 2122 v. Bradbury, 2018 BCCA [Hampstead])

. Decide to list/marketing/letter of intent
. Conditional purchase and sale agreement

. Purchaser’s condition period

. Court approvals (Confirmation/Liquidator/Vesting)

1
2
3
4. 80% vote winding up resolution
5
6. ¥ vote disposition resolution

5

. Closing
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Getting Started

« Advisors to the Strata Corporation
* Real estate broker

 Lawyer

 Liquidator

e Strata Manager

« Others
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Marketing of the Strata Complex

 Development of marketing strategy by broker
and the strata corporation

 Open process for receiving offers —typically
competitive bid process resulting in multiple
offers
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Purchaser’s view of making an offer

« Acquisition for redevelopment

« Acquisition for short/medium term hold as
rental property before redevelopment
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Allocation of Net Sale Proceeds

 Formula for distributing funds set by the SPA
Interest Schedule —s. 278 SPA
- After Jul 2000 — Relative Assessed Value

- Between August 1974 - June 2000
— Interest Upon Destruction

- Pre Aug 1974 — Unit entitlement***
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Beyond the Purchase Price

e Other possible deal terms
* “Free rent” period for owners
« Additional rent period for owners

Pre-determined market rate
Below market rate

« Purchaser’s subject conditions

« Deposits

* Incentives for 100% Owner Approval
« Contribution to expenses
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Owner Approvals

* Informal Approvals

* Information meetings

« Informal votes — straw poll of owner interest based on
letter of intent or expression of interest
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Owner Approvals

 Formal Approvals

« Directions to council (majority vote) to investigate
winding up, retain a broker, terminate contracts (other
than strata management contract)

* %, Vote Resolutions to authorize funds for expenditure
during winding up process, terminate strata
management contract and authorization to liquidator
to sell (s. 282)

« 80% vote resolution to approve winding up ((s.
277(1))
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Owner Approvals

« Approval of listing by strata corporation

« Council can list without owner approval
(VR 92 v. Dubas, 2019 BCCA [Granville West])

« Confirmation of owner interest still advisable
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Owner Approvals

« General Meeting for the 80% Winding Up Vote
« Extended notice period (32 days — not 21 days)

« Extensive notice package

« SPA establishes resolution requirements

* Interest Schedule — detailed information required
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Court Approvals

 Two court approvals/orders

« Confirmation Order for 80% Vote Resolution (s.
278.1)

« Vesting Order granted to liquidator (s. 279(1))
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Court Approval

Strata Property Act, Section 278.1.:
e Court must confirm 80% vote resolution
« Make application to court within 60 days of 80% vote

« Serve all interested parties, including owners, tenants
and registered charge holders
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Court Approval

s. 278.1(5) — Test for court approval

(5) In determining whether to make an order under subsection (4), the
court must consider

(a) the best interests of the owners, and

(b) the probability and extent, if the winding-up resolution is confirmed or
not confirmed, of

(i) significant unfairness to one or more
(A) owners,

(B) holders of registered charges against land shown on the
strata plan or land held in the name of or on behalf of the
strata corporation, but not shown on the strata plan, or

(C) other creditors, and

(i) significant confusion and uncertainty in the affairs of the strata
corporation or of the owners.
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Court Approval

® Same test applies in Divisions 1, 2 and 3
e Effectively a balancing of interests test:
— Best interests of the owners;

— Probability and extent if winding up resolution is
confirmed or not of significant unfairness to:

» Owners
» Registered charge holders and other creditors

» Significant confusion and uncertainty
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Court Approval

 Court approval considerations:

» “Forced” sale of strata lots has always been a
possibility

« Onus on opposing owners to establish factors to
defeat order to confirm

 Legitimate motive for owners to realize on substantial
Investment (home v. commodity)

« More than opposing owner’s perception of their best
Interests

 Impact of wind up outside of plan not relevant
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Court Approval Process

« Court approval process initiated by filing petition
and affidavits

« Application for alternate service of court
documents

« Opposing owners can respond

« Uncertainty regarding timelines and costs
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After Court Approval

After Confirmation Order and Vesting Orders
granted

e S. 282 %, Vote obtained by liquidator on terms of sale

‘It is likely that the drafters of the [SPA] recognized that there
would be some shrinkage in respect of the number of people who
are prepared to approve a sale of the property. | referred to this
as the “cold-feet factor”. In my view, the 75% approval
requirement for a sale was put in place to ensure that
subsequent steps, after a wind-up resolution requiring 80%,
would still require the approval of a substantial majority of the
members of the strata corporation”

In Re Strata Plan NWS243
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After Court Approval

After Confirmation Order and Vesting Orders
granted

« Closing date will be tied to s. 282 vote

 Liquidator handles closing on behalf of strata
corporation and owners

 Liquidator to obtain payout statements and
arrange for discharge of financial charges on
closing (e.g. mortgages, judgments filed on title
to strata lots)
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100% Approval of Owners

« Allows the owners to avoid the need for court
approval and the cost of a liquidator

« Allows for sale to proceed by “land assembly” of
strata lots — each owner signs purchase and sale
agreement with purchaser

« Saves time and money

« Typically more likely for smaller strata
corporations only because all owners will have to
agree
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Takeaways for a smoother process

« Get advice early
« Be realistic about process timelines and costs

« Confirm the method of allocation of net sale
proceeds before creating expectations

« Communication with owners

« Information meetings to update and engage with
owners

« CHOA provides an information Zoom session at
no charge to strata councils and strata
corporations
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ALLYSON BAKER  Partner

604 891 7732 | abaker@cwilson.com

These materials are necessarily of a general nature and do not take into consideration any specific matter, client or fact pattern
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