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Policy:		
Any mandatory clauses--e.g., those stipulated in legislation or your
Operating agreement			

(Option 1):	
If you choose this option, pick one of the numbers in brackets


AND
(Option 2):




OR,
As an alternative to both Options 1 and 2,
(Option 3):
Note: For Homes BC and FP projects there is a prescribed list of replacement reserve items BC Housing will accept.








(Option 4):
If you use Option 4b) 
select a percentage.	





	
(Option 5): 








Procedural points to consider:






Note:
	
		CAPITAL FUND RESERVES
 
To maintain the marketability of our units by establishing and administering a capital reserve fund for the replacement of capital items, as required by our operating agreement. 


For each of its buildings the Society will fund, from rents, a capital fund reserve that will be used to purchase and replace major capital items and building components. The minimum annual contribution to the fund will be the amount outlined in the society’s annual operating budget and approved by the funding agency.  

1. The society will establish a plan for funding the capital fund reserve, and board approval of the plan will authorize the society to set aside the required amount from each year’s operating budget, including a monthly contribution amount. 

2. The society will review and, if necessary, revise the plan every [1] [2] [3] [5] years, based on an inspection of the items included in the plan. The society will review and update the building data by obtaining a building condition assessment every [5] years. The capital fund reserve plan will be cast out [20] [30] years. 

3. Items to be paid for from the capital fund reserve will be those that:
· cannot be paid for from the annual maintenance budget
· have a significant cost (example: over $5,000)
· will require replacement throughout the entire building at least once during the term of our mortgage, and
· are likely to be accepted as capital fund/capital asset plan items by our funder

Items to be paid for from the capital fund or capital asset plan will be those listed in our operating agreement and such other items as [CMHC] [BCHMC] may approve from time to time.



 
4. The society will replace from the fund any item included in the capital fund reserve plan:
a)	whose condition makes a unit unmarketable,
b)	whose repair cost will exceed [30] [50] % of its replacement cost.
We will do this whether or not a unit is turning over, as long as the tenant living in the unit did not cause the condition by willful damage.

5. The capital fund reserve will be managed by ______________, who may make expenditures from the fund in accordance with the plan and this policy. 

The capital plan will be updated annually and will use a 3- to 5-year horizon
CAPITAL FUND RESERVES
[continued]

1. Developing a capital fund reserve plan. See BCHMC’s Managing Housing Assets Guide.
2. Method of calculating and recording useful lives, replacement costs and purchase schedules for items covered by the reserve.
3. Procedure for approving and making expenditures from the reserve fund, if different from other purchasing procedures.


[Usually the amounts stipulated in operating agreements, especially federal operating agreements, prove to be inadequate. Establishing a   plan to adequately fund your replacement reserve can be a major task. Workshops and assistance are available through BCNPHA.] 
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