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DISCLAIMER
©All Rights Reserved
No part of this publication may be reproduced in any form or by any means,
including scanning, photocopying, or otherwise without prior written
permission of the copyright holder.
The Author and Publisher has strived to be as accurate and complete as
possible in the creation of this book, notwithstanding the fact that he does
not warrant or represent at any time that the contents within are accurate
due to the rapidly changing nature of the Internet.
While all attempts have been made to verify information provided in this
publication, the Authors assume no responsibility for errors, omissions, or
contrary interpretation of the subject matter herein. Any perceived slights
of specific people or organizations are unintentional.
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Introduction
Do you find yourself unable to understand accounting terminology? Are
you interested in finding out how condominium accounting operates? Do
you want to know how service agencies can streamline your processes
and allow you to manage more properties? This book solves these issues
for you.
The aim of this book is to make simple many accounting terms and
principles that may sometimes be difficult to understand. It is targeted
specifically at allowing individuals to understand how to account for
monies that transfer through the condominium corporation. In this book
you will learn and understand the accounting equation which is the most
basic principle to understanding book-keeping. You will also discover
simple techniques that will help you monitor and evaluate your
corporation’s business and make better decisions.
This book was written because condominium management accounting is
becoming increasingly complex in today’s economic environment. Often
people lose sight of what really matters and problems that could have
been prevented are created.
By the end of this book, in addition to understanding accounting, you will
also understand why outsourcing your accounting operations provides
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greater flexibility and profitability of business. If you are a member of a
condominium board, it will help you better understand the financial
statements and accounting terminology used by both property managers
and the condominium boards.
You will be fully able to understand the impacts on the corporation as
well as what is the best course of action for you when accounting for your
business.
The authors would like to thank Professor Anne-Marie Ambert
PhD(Cornell) Department of Sociology (retired) York University, who is
the editor of www.condoinformation.ca the web-site from which
appendix 2 Financial Terminology is copied with her generous
permission.
This book promises to be engaging so do not hesitate to turn the page and
start reading now!
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CHAPTER 1 the Basics of Condominium Accounting
This chapter looks at the basics of accounting. It will look at how
important finances are to your condominium corporation and full explain
the concept of the accounting equation. You will learn and re-learn
accounting techniques that will simplify better ways to manage your
condominium

Accounting Equation and the Double Entry Rule Simplified
The financial position of any business is highly dependent on the
corporation’s daily transactions and how money is managed. There are
specific terms used to first separate these transactions in order to get a
better understanding of how they affect the business.
a. Assets => What your corporation owns
b. Liabilities => What your corporation owes
c. Owner’s Equity => The difference between assets and
liabilities. This usually refers to common element fees
previously collected and not yet spent. It also includes funds
in the reserve account that has not yet been spent.
With these terms explained the accounting equation is as follows as
applied to both normal businesses and not-for-profit condominium
corporations.
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Assets = Liabilities + Owner’s Equity
Using this equation as the foundation, the double entry concept was
created. This means that each transaction has two effects. These effects
are known as the debit (left side) and the credit (right side) of
accounting. In other words, for many of the financial transactions that a
business will process, for each debit entry/entries there should be a credit
entry/entries culminating to the same value.
Cash A/C

DEBIT SIDE

CREDIT SIDE

The Accounting Cycle
All these terms and concepts are used within the accounting cycle which
together forms the basics of accounting and helps to maintain order
within the business as well as allows the users of accounting information
such as the board, condominium owners, and managers make crucial
decisions that will determine whether or not a business stays in operation
or closes down.
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1. Transactions
are Journalized

8. Financial
Statements

2. Journal Entries are
posted to ledgers.

7. Post- Closing
Trial Balance

3. Unadjusted Trial
balance

4. Adjusting
Entries

6. Closing Entries
5. Adjusted Trial
balance

Figure 1: Diagram of the Accounting Cycle.
The accounting cycle not only depicts the processes but helps to develop
a structure in the accounting world that is universal and can be
understood anywhere in the world. Its steps are self-explanatory and are
pretty easy once you get the hang of it. Each step is dependent on the step
before and as such the key focus to getting the information that is needed
is accuracy. An error made from the beginning of the accounting cycle,
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if not corrected could lead to an overstatement or understatement of
accounts.

Finances and How They Affect Your Business
Accounting is a language that only a few people are privileged to
learn. It takes time and patience and attention to detail. It is a language
that is spoken through numbers and is presented to others in the form
of financial statements.

Financial Statements
Financial statements refer to documents that are prepared at the end
of each accounting cycle. These documents intend to display the
financial position of the business and assists users of financial
information with crucial decision making.
The main financial statements that are prepared by the condominium
corporation are the balance sheet, the bank reconciliation, the
income statement, a budget and a report on the status of the
reserve account.
Each statement represents a puzzle that when put together gives the
overall financial position of the business.
The Balance Sheet

This financial statement is the only statement that is a
pictorial representation of the accounting equation and
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both sides of this financial statement must “balance out”.
The balance sheet shows what the corporation owns, what
the corporation owes and how much equity remains in the
corporation. It is usually the first statement to be prepared
and is arguably one of the easiest to prepare as the
information is already recorded. This is also the only
financial statement that is done at a specific point in time.
The Income Statement

To know this statement is to know the statement that
reflects the profit and loss of any business. Hence, it is
also known as the profit and loss statement. This
statement is a direct reflection of the corporation’s income
and expenditure. It shows the full cost of operation as well
as revenue earned from common element fees and the sale
of goods and services. In other words this statement
reflects the financial state of the condominium
corporation during a specific period in time.
The Bank Reconciliation Statement

This statement reconciles the bank balances for both the
operating and reserve accounts including cheques cashed
and those that remain outstanding. In addition it
summarizes the cash inflows and outflows as well as the
cash position of the condominium corporation. If
everything is correctly posted and reconciled, adjustments
should not be required. However, if adjustments are
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required because of coding errors, these corrections
should be completed by a qualified accountant and not the
data entry clerk in the condominium. It shows how much
money has been generated and spent by the business
during a particular time frame. It covers cash flow from
all areas including operations. While the income
statement may be prepared using the accrual basis of
accounting, the cash flow statement shows the current
cash position. Therefore monies earned but not yet
received would not be considered as part of the bank
reconciliation or cash flow as there is no physical
evidence of that.
The Budget

The budget that is prepared by the condominium
corporation shows estimated as well as actual revenues
and expenditures that are expected for the financial year
or period. It must be Approved by the condominium board
and passed each year. It is on this budget that the common
fees are based. The law in Ontario requires that at least
10% of the Common Area Fees be deposited to the reserve
account from which capital expenditures are paid.
It should be noted that the amount of the monthly
contribution to the reserve account is determined by a
reserve fund study that is renewable every three years.
This study examines the condition of potential major
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capital projects such as the roof, interior hallways, pool if
one exists, parking garage etc.
It is the responsibility of the property management company to provide
these statements and reports. However each condominium corporation is
operated by a board and it is the responsibility of that board to ensure that
their proper reports are maintained and monitored. The Ontario
Condominium Act states that at least ten (10) percent of the monthly fees
collected must be set aside as part of the corporation’s reserve. This
money is to be used to carry out major maintenance and repair services.
The fees calculations are sealed through a voting process of the members
of the condominium board.
In a bid to have a transparent process and to ensure on-time payment of
monthly fees is received, the Pre-Authorized Payment (PAP) system was
developed. This allows the monthly deductions to be made from the
accounts of the condominium owners and a transfer made directly to the
accounts of the condominium corporation. Monitored by the finance
director, these funds are then appropriated to the necessary areas and as
such operations can remain sustainable.

P a g e 20
2014 ©Condo Services Agency

A Sensible Look at Accounting and Outsourcing

Chapter Summary
At the base of understanding accounting is the




accounting equation,
the double entry system and
the accounting cycle.

These three things when coupled with the daily transactions and accurate
book-keeping will help users of financial information to make crucial
decisions concerning the operations of any business. Each step in the
accounting cycle is highly dependent on the step before so it is extremely
important to maintain accurate transactions from start to end so that an
accurate position of the corporation can be painted.
Using the foundation as a guideline to operation, financial statements are
prepared and are used to present a pictorial view of how a corporation is
operating. In other words, it is the language of accounting. There are five
statements that are usually prepared and each statement acts as a piece of
the puzzle that when put together tells a story and help board, owners,
managers and other users of accounting information to make decisions.
The statements that are prepared are the balance sheet, the income
statement, the cash flow statement, the bank reconciliation statement and
the budget.
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To maintain the exterior of the condominium or any other shared space,
a reserve account is maintained through a monthly payment of fees. A
minimum of ten percent of all monies paid is set aside for major
maintenance and repairs, until the reserve fund study sets the amount.
This money is monitored by the condominium board.
In order to understand anything as it relates to accounting, it is extremely
important to first understand the guidelines. The next chapter will look
specifically at property managers and condominiums and how they are
inter-related.
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CHAPTER 2. Accounting for Condominiums
This chapter will look at agencies and how the use best practices to make
the processes of accounting for condominiums one that is fast and
efficient. It will also look at the need for financial controls and how
accountants employ these financial controls to get the best results at all
times.

Agencies and Condominiums
As it relates to condominiums and their operations, an accountant
provides extensive services to condominium boards and property
managers regarding financial matters. They encompass individuals with
extensive knowledge of the accounting process as well as individuals
with extensive knowledge of the parameters of operation under the
Ontario Condominium Act. They are fully equipped to locate errors and
the financial accounts of condominiums and they are fast and efficient.
With an accountant, emphasis is placed on the need to have excellent
financial controls. This need arises as transparency needs to be
maintained so that all parties involved are aware and fully informed. The
accountant employed by a particular condominium board may be invited
to board meetings where they present financial information and help to
develop the financial records that are kept by the board. However, the
accountant responsible for the monthly financial reports and accounting
information of the condominium corporation may not act as the external
auditor of the corporation as this would be considered a conflict of
interest. Accountants, however do help to set accounting controls to
ensure proper protection for the property manager and the owners.
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There are many advantages to employing the help of accountants. Many
accountants offer free consultancies as a way to get clients to employ
them and use their services. This opportunity also helps many clients to
understand how accountants operate and how they can help the business
to function better. They save time and resources as hiring an accountant
is usually more economical than individual contracts and they have a
bigger team of support and to get the job done faster. With the financial
needs being met by the accountant, property managers are now in a better
position to focus on attaining and achieving other goals for the
organization. Accountants often help in the development of internal
controls for many condominium boards. With the experience that exists
within the team, they are able to bring best practices from past
experiences that are also applicable to the tasks at hand.

Financial Controls
Financial controls help to ensure transparency in the accounting process.
It is something that is required not only in the business of accounting for
condominiums but is organizations of varying natures.
Segregation of Duties

This is a crucial financial control that is required for every business by
Generally Accepted Accounting Principles (GAAP). In other words this
control method requires certain tasks to be completed by more than one
person. This internal control measure is needed as a preventative measure
for omissions, fraud and other errors.
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Known also as separation of powers, this internal control element is
implemented varying ways to check processes and activities within an
organization. In the business of condominium accounting, property
managers usually employ the service of agencies as a means of
implementing an independent financial control measure. This way, both
the property manager and the accountant are responsible for signing off
on any documentation or report presented. Other ways in which
separation of powers is implemented are:


Through the two signature rule – Under this rule, the signatures
of two or more individuals including at least one director are
needed to make any document official.



Through the factorial separation rule – Under this rule, several
factors contribute to the overall completion of a task and each
factor is completed by a separate person.

Some of the other financial controls include ensuring that vacations are
taken as scheduled, and that there is job rotation where economies of
scale permit it. There are many more ways that you can implement these
financial controls. Corporations with the help of their accountant and
external auditor just need to determine the best control for them.

Accountability

This is a major aspect of governance and proper business ethics for any
organization. Central to the operation of all non-profit organizations,
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accountability is the acceptance of responsibility within an employment
position with the obligation to report or otherwise face consequences.
Internally, organizations set rules and norms that are used to hold persons
accountable. As it relates to condominium accounting, accountants are
held accountable to their clients, either the property managers’ company
or the condominium board. They are expected to report and document
every action and ensure that there is transparency in the information
provided. Under the Ontario Condominium Act, they are also expected
to provide the reports and statements to the condominium board each year
at their annual general meeting.

Chapter Summary
In the world of condominiums and property management companies,
Condo Services Agency is an accounting firm involved with helping to
process financial information with a fast turnaround time. In most
instances, accounting firms are formed by persons with extensive
experience in the world of accounting, auditing and real estate and they
are able to give insight not just financially but in the overall development
and operation of any business.
They are held accountable under the Ontario Condominium Act as well
as their own professional licensing body and should report all operations
to the client by which they are employed. Accountants are often used to
develop the internal controls of business. Sometimes what starts out as a
free consultancy, can turn into a long-term agreement where there is
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ongoing, wholesome and transparent information being provided to the
client, either the condominium board or the property managers.
Financial controls help businesses to stay afloat. Segregation of duties,
accountability and authority all help to prevent the occurrence of fraud
and lessen the likelihood of other errors being made. It is imperative that
as an organization, these measures be put in place as if not those in
positions of responsibility will be held accountable by the law.
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Part II
Outsourcing Strategies
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What You Will Find in Part II
Have you ever heard of the old adage, “just because you can,
does not mean you should”?

In this day and age of information technology, the internal accounting
department is very quickly becoming the quintessence of this very old phrase.
In the competitive business environment of today where businesses are
struggling hard to balance costs versus benefits in every key decision, business
leaders are increasingly beginning to realize that keeping all operations in
house may not be the most efficient business practice in terms of profitability.
The concept of outsourcing in recent years has evolved from a very interesting
trend to an enduring reality – one of the best ways for companies to attain,
maintain and sustain high performance.
Perhaps the biggest advantage of outsourcing is that it has provided many
entities the scope and skill set to become more competitive and global in
addition to putting other enhancements within reach including more advanced
technology, greater transparency and improved collaboration. One thing is
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clear; the benefits of outsourcing your accounting needs fit well with the needs
of a twenty first century business.
While outsourcing is a very important component of the strategic
management of most businesses, if you are not applying the tools of
outsourcing properly, you are not taking advantage of effectively managing
your business, thus restricting its full potential. Effective outsourcing allows
you to focus on the core competencies you possess and can employ to build
your business.
One particularly viable outsourcing area is finance and accounting –
transferring accounting activities and operations to an external independent
professional provider of these services. The purpose of this book is to help
property management companies, independent condominium corporations
and franchisers understand the benefits and advantages of outsourcing their
accounting operations and discover how combined effect of reduced cost and
skilled expertise can steer their business towards sustained growth.
Continue reading to uncover the secret!
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Chapter 1
Outsourced Accounting and Bookkeeping – Why it
Makes Sense?
“No organization can stay competitive in the rapidly
changing global economy of today by relying solely on its
own/internal resources. Outsourcing is a necessary response
to today’s hyper competitive business environment.”

The concept of outsourcing became popular during the 1990’s as organizations
sought to address the rising labour costs (of that period). As the model
developed gradually, it became known not only as one of the best cost cutting
measures and a centre of expertise but as an effective strategic option. Today,
it continues to be an attractive tool for businesses of all sizes.
During the initial period, it was the preserve of big organizations. But in recent
times, small and medium enterprises have realised that outsourcing some of
their business functions can allow them to manage their budgets and time
more effectively and to enhance their profits, processes and controls.
All businesses will naturally incur a certain amount of overhead costs to meet
stability demands for example health and safety, payroll, expenses, HR etc.,
this is one area where an outsourced solution is often effective. In fact, in a
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number of cases, small medium enterprises simply do not have the resources
to meet their back office requirements and therefore depend of the concept
for their existence.
The concept of outsourcing cannot be fully understood without having a
complete understanding of the core identity of your business. If you
understand your unique competitive advantage, you would find yourself in a
better position to understand what work you are doing that could be done
better by others. Typically the functions organizations mostly outsource are
considered non-core to the business, but finance and accounting is a critical
core function for any business. However, if you hand over this critical function
to an independent service provider, you can be sure of the benefits.
Traditionally, organizations have only seen one source of competitive
advantage – their internal operations. In the rapidly changing consumer
business landscape, outsourcing opens up bands to new resources of
competitive advantage and businesses of all shapes and sizes can benefit from
outsourcing their accounting operations to a Certified Public Accountant Firm
or CPA. This allows them to focus more on their core competencies and frees
them from spending much of their time dealing with financial issues.
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In the competitive business landscape of today, where businesses are
struggling hard to balance costs versus benefits in their key decisions, business
leaders are increasingly realizing that keeping all their operations in house may
not be the most efficient business practice in terms of profitability.
One such business is property management companies. Outsourcing
condominium accounting services can be more beneficial for business owners
than they might realize. The combined effect of skilled expertise and reduced
costs can lead your business towards sustained growth and enhanced
reputation. This is a business strategy, where all or portion of the company’s
accounting and financial operations are outsourced.
Whilst the theory of outsourcing might be typically associated with small and
medium sized businesses, big corporations like property management
corporations may also outsource their accounting needs to a reliable and
trustable professional accounting service.
The innumerable number of benefits of outsourcing condo accounting services
makes it an economical, practical and an intelligent choice for corporations.
Nevertheless, in order to optimize the effects of business operations a
consistent management process where potential opportunities are prioritized
in terms of benefits, impact and risk is needed.
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It goes without saying that any type of organization will benefit by being
allowed to specialize–focusing on its core business than back office functions.
This way an organization can have more time to focus on the right strategic
areas, identify specific trends, innovate processes and respond to the changing
market conditions.
In simple words, to embrace the changes that are thrust upon us, businesses
need to understand how outsourcing can shape the future of their
organizations and help them gain an edge over their competitors.

Very few business tools have the power to fundamentally
transform an organization – outsourcing is one of them.

Even today, some businesses have not fully grasped the complete idea of
outsourcing nor have they fully explored the potential advantages and
monetary savings from which their business could benefit. In fact, it is one of
the most powerful tools available for building successful companies, creating
new jobs and improving economic growth.
Outsourcing is generally performed to achieve the following main objectives;



Achieve economies of scale
Decrease the cost of labour
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Benefiting from people/organization/service with different skill sets
and having different levels of expertise

The Importance of Understanding what the Numbers on
your Financial Statements Really Mean
“While you may feel, these are far from glamorous, getting a
good hold of your finances is of utmost importance – it can
actually mean the difference between life and death. From
start-ups to big organizations, it pays to be careful and
meticulous when it comes to managing your financial
information.”

Just like a number of things we know are good for us, like getting a good night’s
sleep, avoiding unhealthy food and engaging ourselves in healthy lifestyle
routines - having an understanding of business’s finances is one of the most
important tasks to keep your business healthy. Nevertheless, a huge numbers
of business owners do not pay due attention to this extremely important task
and as a result their businesses pay the price.
If you have had tough time dealing with the finances of your business, take
heart: You are not alone. There are tons of successful business owners that
loathe dealing with numbers. While it is not impossible for entrepreneurs to
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manage their financial operations on their own, this is where outsourcing
comes in.
While audits may sound scary, with properly kept financial records and wellkept books, it can be a pretty straight forward process that can help you
determine how well you are meeting your business goals and objectives. In
addition, this may lead to a downstream reduction of future audit expenses as
well as minimize the risk of the auditor finding something wrong.
With organizations around the world, experiencing an unprecedented pace of
change across all sectors, businesses are forced to re-evaluate their operating
models not just to withstand market forces but to capitalize on them.
With the progressive evolution and expansion of financial operations and
activities over different frameworks, organizations frequently become
overpowered with the administration and management of this overwhelming
data and its effective application to significant supplier strategies.
In simple words, in today’s world business leaders can no longer afford to
approach outsourcing as a deliberate response to specific change initiatives. In
order to stay competitive, it needs to be approached as an integral part of how
they think about and approach their operations.

P a g e 36
2014 ©Condo Services Agency

A Sensible Look at Accounting and Outsourcing
Nevertheless, in order to reap the real benefits of outsourcing businesses need
to have a consistent management system in place, through which they can
evaluate and prioritize potential opportunities in terms of their impact, the
benefits they offer and the risks associated with them.
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Chapter 2
The Rewards of Outsourcing: Reasons Why
OutsourcedAccounting is Right for Your Company
In today’s rapidly evolving landscape, opportunities to cut costs, reduce risks,
identify and implement process improvements are enthusiastically embraced
by well managed organizations. The pressure on businesses for improved
performance is unrelenting and to keep pace with the changing world, it is
important for businesses to strengthen their core business activities so that
they can serve their customers in a more effective and efficient manner.
Outsourcing key business operations has a critical role to play in helping
organizations achieve their long term goals and objectives. This partly requires
the business to shift their focus on driving costs whilst at the same time add
value to it in a much more strategic way.
Outsourcing this type of work offers significant cost savings by leveraging the
scale and scope of the provider’s operation. As a result companies gain access
to a more quick, flexible and efficient workforce that could be ramped up for
the quick processing of quarterly and year end processing and regulation of
your financial documents.
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The real question to think about is whether you really need to have an in-house
accounting department or outsourcing these operations to a trusted provider
offers a good option. Let us figure this out together!
Following is a list of some benefits that you can enjoy by using the option of
outsourcing your financial reporting needs.

1. Reduction in Overhead Costs
It comes as no surprise that outsourcing your accounting services to an
external agency versus having an internal department and employees for the
job, saves you money. Most companies have this misconception that they are
saving costs by employing an in house accountant. Nevertheless, they fail to
recognize this important fact that recruitment and maintenance of a staff and
operational efficiencies to perform accounting functions can be costly.
In short, you can save money by only paying for what you want- a lending hand
from an expert. You don’t need to pay for the operational costs, salary hassles,
insurances, office supplies and all the other hassles that come with hiring a full
time employ. Imagine going through the costly and time-consuming recruiting
process, followed by the ‘warm up’ period, then the employee’s potential
assessment stage and then the costs of having a full time employee. And all
that to make sure your finances are optimally used. The irony of the situation
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is hard to miss. And to that, you aren’t even sure that the employee hired has
the experience and knowledge to provide high quality services.
Outsourcing your accounting ensures that your financial needs are taken care
of by an expert who has an in-depth knowledge of managing finances for
condominium businesses in Ontario, and at the same time eliminate the tiring
process of hiring, training and maintaining a full time employee.
Outsourcing accounting service providers use the latest technological methods
and techniques to utilize the most effective bookkeeping tools available in the
market. Purchasing such equipment yourself can incur costs, including
employee training, that wouldn’t offer the convenience or cost-effectiveness
you are looking for.
By outsourcing the services you can easily get your finances checked and
managed by a team of experts that can handle your accounts without
accumulating extra space at the building or a huge dent in the operational
costs.

2. Reduction in Payroll/Headcount
The additional costs associated with maintaining in-house staff includes costs
that are incurred for office supplies, utilities, health insurance, paid leaves, and
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more. In addition, valuable resources are spent during the hiring process,
training, supervision, managing day to day operations of the in-house staff.
Moreover, due to the specialized nature of accounting and finance, several
skilled employees need to be hired as well to perform certain functions and
achieve the required segregation of duties.
Having one less department means lesser staff. When you take into
consideration the elimination of significant costs associated with maintaining
a permanent staff, staff turnover, and other related benefit costs the cost
effectiveness of outsourcing becomes very rewarding. The bottom line is that
by outsourcing your financial operations, you only pay for what you need–
nothing more, nothing less.

3. Time Savings
As the competition between businesses to expand their customer base
intensifies, the need to offer superior customer service has become more
critical than ever for businesses to survive this competition. For service
oriented businesses like property management, the challenge is even bigger.
Whilst you might not consider outsourcing as a profitable option during your
initial years, as your business enters the growth stage, you might find yourself
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spending more time crunching numbers than focusing on your core business
operations. This might adversely affect the quality of services you provide.
Outsourcing the financial reporting operations of your business will provide
valuable time that you can spend on growing your business and other
relationship building activities. By outsourcing accounting and financial
reporting to an accounting firm, you will be able to devote more time and
resources to the core mission of your business.
You can save many hours per week and spend them on managing and building
customer relationships and providing them with a memorable service
experience. By eliminating time wasting operations like hiring, training,
managing and supervising accounting staff, you will have more time to
concentrate on tasks that require attention and that will help your business
thrive.
Benjamin Franklin may have coined ‘time is money’ almost three centuries
ago, but if anything, the relevance of the term has become more and more
profound with time. Condominium management is a serious business and it
requires constant attention and service management. You simply cannot
afford to dedicate most of your time managing accounts and handling
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finances, as it can have adverse effects on the quality of services that you
provide.
Outsourcing your bookkeeping operations will put your mind at ease and your
schedule cleared up for taking care of factors that are more crucial. On
average, you can save up to five hours or even more per week that can easily
be spent networking, planning and/or enhancing your current services.
You not only save time required to handle the finances yourself but also the
time that would otherwise be wasted taking care of the hiring, training,
supervising and managing the staff. Why not utilize that time better by trying
to add extra digits to your profits by doing what you do best?
As an example, remember how much time was saved when you moved to preauthorized payment of common element fees and electronic funds transfer for
accounts payable.

4. Flexibility
It goes without saying that as your business enters the growth phase,
managing your finance operations will become a more challenging task for
your business. As a result you might need to hire additional staff to manage
these critical operations.
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This translates into a bigger office setup, further hiring and increased
operational costs. A certified professional firm on the contrary can help you in
this situation in a better manner as they have a better capacity to adapt their
services according to the changes taking place in your business without any
additional infrastructure or hiring costs borne by you.
Additionally, accounting firms that perform outsourced accounting functions
of corporations are flexible in their setup and schedule for their clients. They
give the business an opportunity to exercise control over the procedures that
are defined up front. You can coordinate with the firm to decide monthly
closing dates, reporting dates, payroll dates and other processes.

5. Access to Professional Accounting Expertise
An accounting firm that offers to take the responsibility of your financial
reporting will be specialized in managing numbers. Through extensive
screening process, accounting firms hire the professional experts in the field.
This expertise is in turn provided as excellent service to their clients.
You might have the skills to manage a very sophisticated property
management business, but you might not be as good with numbers. By giving
your books in the hands of highly skilled, experienced and certified
accountants, you can be assured that your job gets done in a professional
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manner so that you do not have to waste your resources and your money for
a life time.
Furthermore, since financial accounting and reporting is the only activity of
these firms, accounting companies strive to hone their skills to provide you
with the best service. This further ensures improved quality of their work. If
you go out to hire an employee with matching skills, you might not be able to
afford them. Outsourcing therefore offers you the opportunity to bring in staff
with a higher level of expertise that you would have been able to afford
otherwise.
Additionally, if you expand the scope of outsourcing you can multiply the
benefits. One example is accounts payable and accounts receivable.
If one function is outsourced, you can enjoy limited benefits. On the other
hand if you outsource both options you can enjoy greater benefits because
your outsourcer knows when the cash comes in and when it gets out. By giving
you expert advice on how to manage your cash, your company will be able to
take the best advantage of cash in-hand and as a result optimize internal
processes.
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6. Access to Better Technology
Outsourcing the accounting operations of your corporation gives you more
access to the latest accounting tools and technology which you might not be
able to access otherwise. Accounting firms invests heavily in employing latest
technological methods and techniques whilst simultaneously training their
employees to efficiently use these advanced systems. Acquisition of these
expensive tools requires heavy investment and this might not be an affordable
option for your business

7. Staying Up to Date
Staying abreast with the rapidly evolving property management market,
intensifying competition, government laws, regulations and technological
advancement requires considerable investment of resources, efforts and time.
The major chunk of time that could be effectively used to strengthen your
business might be stolen away and spent on staying up to date with these
innovations. Wastage of resources on tasks that could be handed over to
skilled people will not impede the growth of your business.
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8. Elimination of Paperwork
Accounting is a paper intensive task. These documents can take up a lot of your
office space. Lots of files, stacked cabinets and crowded desks- this is what you
should expect if financial reporting is done by your in house staff.
With your thriving business and increased financial reporting needs, you will
eventually need a separate room to keep the pile of folders packed with
accounting data and hire additional staff to manage these files. The costs only
keep building up.
On the other hand, when you hand over the responsibility of managing your
accounting and financial operations to a certified agency, you are spared the
hassle of book keeping and paper work processing and management. The firm
will gladly take care of all your financial data, mange your documents and keep
your data safe in the cloud.

9. Selected Services
Depending on the size and need of your business, you can choose from the
menu of accounting services offered by the accounting firm. These firms offer
a broad range of services including accounts payable, account receivables, tax
returns, payroll, customer billing, payroll taxes, cheque writing, bank
reconciliations and many others.
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From these and other services, offered by the accounting firm, you can select
the specific set of services that meet the requirement of your business. The
added advantage is that you pay only for those selected set of services.

10.
Better Access to Your Financial Information
from Anywhere
Another advantage of using an outsourced cloud-based accounting operation
is that accounting agencies make sure that you are able to access your
documents from anywhere. Since your data is stored in the cloud, this
facilitates instant retrieval from anywhere. All you need is a computer and an
internet connection and you can view your financial statements and reports
24 hours a day and seven days a week from your home, office, and even while
you are traveling.

11.
Protection, Security and Confidentiality of
Financial Information
Certified accounting firms will implement highest standards of security to keep
your financial data protected. They can provide you with both local and remote
data back up as well as off-site back up automatically to guarantee data
integrity so that in the event of a disaster, the financial data can be easily
retrieved within hours. In order to ensure maximum security, this data can only
be accessed by authorized personnel.
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12.

Scalability Options

Outsourcing also offers you the flexibility to expand or cutback as needed.
When you are looking to expand your condominium business or cut down on
costs, having a skilled team of experts to guide you and suggest different plans
and strategies will help you in easy attainment of your business goals and
objectives.

13.
Valuable Guidance and Advice from People
Who are Experts in their Field
Apart from basic financial know-how, outsourcing teams will be experts in
extended breaches of the accounting and finance field. With greater
experience and exposure, accounting firms have an understanding of effective
handling of complex financial operations and they can offer invaluable advice
and guidance to run the financial operations of your business so that you are
able to earn better returns on your investments.
For example; your statements show that you are a profitable company, yet you
do not have money to pay your bills! Sounds familiar? Ever wondered how you
can avoid being in such a situation? A professional accountant can help you
learn how to optimize your cash flow by delaying your cash outlays as long as
possible while at the same time encouraging people that owe you to pay as
quickly as possible.
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These are normal everyday practices that help you manage your finances. An
expert accountant is aware of these techniques and is able to advise you on
the best ways to succeed.

14.
Act

Full Compliance to the Ontario Condominium

Every accounting firm in Canada will strive to meet and exceed the all the
reporting requirements outlined by the individual provincial Condominium
Act. This guarantees compliance to all the necessary rules and laws that might
be overlooked during in-house financial operations.

15.

Precision and Accuracy

By hiring a certified firm handle your accounting tasks, you can be sure that
your business financial operations are in safe hands. The little expense that
you will incur in getting these services will be covered by the profits that you
will gain when your financial reporting tasks are performed in an efficient
manner. In addition to increased precision and accuracy in financial reporting,
your accounting service can help you run your business profitably.
So why is that businesses show reluctance in outsourcing their financial
business operations to a trusted, independent provider of service? Let us have
a look!
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16.

Reluctance to lose Control

Commonly it is believed that when you outsource a function, you rely on a
contractual agreement with an independent service provider and it becomes
very difficult for the management to effectively manage vendor service quality,
contract compliance and overall performance.
This is just a misconception. Compared to managing internal operations,
management of contracts is not a very difficult task. Fussing over flexibility,
businesses fail to realize that outsourcing can actually increase the control
and management over certain operations

17.

Anticipated Negative Reaction by Employees

A number of companies hesitate to outsource their operations just because of
the anticipated negative reaction by customers and employees. However, it is
important for them to understand that this nervousness is temporary. Once
you get to see the enhanced service quality that outsourcing makes possible,
all your fears will be vanished.
Additionally, since outsourcing often involves modification of organizational
structure to enhance efficiency, and modification of job roles, employees
resist. If such a situation happens, it should be handled with proper
communication.
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18.

A Given Operation is Too Critical to Outsource

Most often it is believed that a given operation/function is too critical to be
handed over to an independent service provider. In fact, it is a better option
to hand over pivotal functions to experts who can handle the job more
professionally.
Simply put, small business owners often insist on keeping their accounting and
financial operations in house. It can be quite a dilemma to consider
outsourcing this function. Sadly, a number of business owners only consider
the cost when making this decision and not the complete set of benefits that
can be achieved by outsourcing their business activities.

What they don’t realize is that with a trusted, outsourced
provider they can ensure a high quality service which allows
them to have continuous improvement in their finance and
accounting operations, whilst the business can focus more on
its core competencies.

The extra time you get from outsourcing your finance and accounting
operations can be used effectively to improve business relationships with your
customers, improvising your business strategies for revenue generation and
for the growth of your business
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Chapter 3
How Can we Help YOU – Our Services
Finance and accounting operations are one of the first processes that
organizations outsource, and the practice continues to boom. As the market
matures, outsourcing organizations are focussing on improved outcomes and
are exploring fresh ways and ideas and seeking new ways to streamline finance
and accounting processes.
They are increasingly exploring new avenues of finance and accounting,
exploring new industries and working on process improvements in order to
enhance customer experience and deliver superior quality services.

The Outsourcing Revolution- How Outsourcing can help
your Business!
Ongoing pressure to reduce operating costs and comply with complex and
rapidly evolving regulations has many financial executives searching for new
ways to manage their finance and accounting operations.
With increased competition in the market, condominium corporations are
beginning to realize that there is a wider trend in outsourcing as a whole. Cost
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reduction is just one benefit that can be achieved through outsourcing your
financial reporting needs to an independent service provider.
The most commonly outsourced services within accounting and payroll
accounting, accounts payable, accounts receivable, bank reconciliation, and
financial statements. Organizations in recent years are moving the value chain
up in the type of finance and accounting functions they outsource.
As they focus on improving their value chain, companies are increasingly
looking for ways to move from basic transactional process such as accounts
payable to more strategic functions such as forecasts, budgets and internal
audits.
Simplification and standardization of finance and accounting process is a key
characteristic of well-managed companies and by instilling highly efficient
finance and accounting processes, companies can achieve better outcomes.
By outsourcing these processes, not only the processes can be simplified, but
better benchmarks can be developed and financial processes can be base lined
to help financial processes meet regulatory requirements as well as business
objectives.
As companies look to leverage the power of their financial data, they are
increasingly turning to outsourcers who have greater technology and expertise
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than they have in house. More and more companies with each passing day are
looking to hand over their finance and accounting capabilities to independent
service providers.
It goes without saying that in order to standardize processes companywide and
identify cost savings, automation of processes is critical. This automation can
be most easily achieved through outsourcing.
Whilst big corporations are focussed on outsourcing to improve their far flung
global operations, small and medium sized businesses are beginning to
embrace the concept as well. To meet this rising demand, outsourcers have
also developed customized solutions targeted towards specific industries. This
allows a company to have continuous improvement in their finance and
accounting operations while the company can focus on its core competencies.

What is the Difference between Accountants and
Bookkeepers?
Training and Value for Money
When most people think about accountants and bookkeepers, they would be
hard-pressed to describe the different roles that each plays. In this article,
the differences between accountants and bookkeepers are explained, and
examples are given that illustrate why business owners need to know and use
the difference.
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Clearing the Air
The confusion between accountants and bookkeepers is understandable.
After all both share a similar goal of ensuring financial records are in order
and at times accountants collect and organize financial data in much the
same way a bookkeeper would.
While they may have similar objectives, bookkeepers are generally more
focused on recording and organizing of transactions whereas accountants
often use the financial information about a company to prepare and interpret
key financial documentation. In addition, the level of education and training
required as an accountant is much more rigorous and extensive than it is for
a bookkeeper.

Several Degrees of Separation
For business owners, it’s important to understand the kind of credentials
accountants and bookkeepers have in order to determine how or when to
use each.
To qualify for the title of accountant, generally an individual must have a
bachelor’s degree in accounting. For those that don’t have a specific degree in
accounting, finance degrees are often considered an adequate substitute.
Alternatively significant financial experience could be a suitable qualification
for roles such as an Accounting Specialist/Technician or Analyst.
Accountants, unlike bookkeepers, are also eligible to acquire additional
professional certifications. For example, accountants with sufficient
experience and education can obtain the title of Certified Public Accountant
(CPA), one of the most common types of accounting designations. To become
a designated professional, an accountant must pass the Uniform Certified
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Public Accountant exam and possess experience as a professional accountant.
A significant portion of this experience is obtained through articling with more
senior accountants.

How Professional Accountants Help Businesses
While audits sound scary, with properly kept books and financial records, an
audit can be straightforward and even help a business determine how well
they are meeting their financial goals. CPAs not related to the company should
be the ones who perform external audits – a process that entails looking at all
financial records and determining their compliance in relation to Generally
Accepted Accounting Principles (GAAP). An audit also ensures that the books
fairly represent the financial position of the condominium board and meet all
the requirements outlined in the Ontario Condominium Act.

The Job Titles for Accounting – Various Roles in the
Enterprise
Beyond the specialized functions required in an audit, accountants can occupy
diverse roles within a business. For example, listed below are some of the most
common functions of accountants as well as requirements for each title.

Accounts Receivable
An accounts receivable (A/R) clerk is responsible for identifying who owes the
company/condominium money, sending out invoices and posting payments,
as well as updating the receivable account by totaling unpaid invoices, and
being in charge of maintaining the receivables account. Typically, they are
required to have between zero and three years of experience with a high
school degree. Accounts receivable clerks are great entry level accountant job.

Payroll Clerk
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A payroll clerk is responsible for maintaining payroll information through
collections and recording data. Payroll clerks also handle all payroll
discrepancies. Payroll clerks are a great way to gain experience in the
accounting field.

Accountants Payable
An accounts payable (A/P) clerk is responsible for paying invoices and verifying
and maintaining transactions. Typically, they are required to have between
zero and three years of experience with a high school degree. Accounts
payable clerks are another great entry level accountant job.

Bookkeeper
A bookkeeper records all financial transactions. Bookkeepers maintain and
balance subsidiary, general ledger, and historical accounts. Typically,
bookkeepers are required to have between two to four years of experience or
an associate’s degree. Many experienced bookkeepers embody some of the
accountants’ roles providing analysis and advice that goes beyond standards
debits and credits. Some accountants during their training period may work as
bookkeepers and many bookkeepers increase their training fu8rther to move
towards the sphere of a professional accountant.

The Condominium Environment
In a condominium environment usually the property manager’s office is small
and it is unlikely that any more than an accounting clerk would be in the
manager’s office. Corporate accounting, as defined further below would be
more likely in the corporate offices of the property management company.
Condominium Boards are run as a not-for-profit corporation with many
restrictions including preserving the segregation of the reserve fund and
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ensuring that every condominium owner or resident pays their common
expenses every month so that the condominium corporation can continue to
operate.
The Ontario Condominium Act requires that at least 10% of the monthly fees
collected go into the reserve account to ensure that there is adequate funding
for major repairs as the need arises. The requirements of the reserve fund are
recalculated every three years to ensure that the funds are sufficient for the
foreseeable future. These funds can be used to replace the carpet, repair the
roof or other similar capital expenditures. Usually the monthly fees are
calculated based on the percentage of the total individual areas a specific unit
occupies. In this manner, a 3 bedroom condominium would pay close to three
times what a bachelor unit would pay, depending on a number of other factors,
but mostly based on the gross square footage owned by the payer.
Monthly common fee rates can only be adjusted by a quorum of the
condominium board through a proper vote. Minutes of these meetings are
then distributed and common fee payers notified.
In a condominium environment, to ensure regular cash flow, most common
fees are paid by PAP (Pre-Authorized Payment) as a monthly deduction from
the payers’ bank account. So if an accounts receivable arises, it must be dealt
with promptly as lien positions must be registered within 90 days.

Accountants vs. Bookkeepers: The Bottom Line
One very crucial part of business is money. How it is handled, tracked, spent,
saved and earned has major consequences as to whether that business will
thrive or stumble.
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The key to financial success rests on having organized financial records. At the
outset of their business recordkeeping adventures, many entrepreneurs open
up an Excel spreadsheet and begin keeping track of their expenses that way.
Whether they know it or not, keeping the financial transactions in order is
exactly the role a bookkeeper plays.
Of course organized records are just the first step. In order to properly balance
and understand their finances, the entrepreneur needs to be able to take their
financial data and interpret where the deficiencies are. While not impossible
to do on their own, this is generally where an accountant (and all of their
education and training in accounting and analyses) comes in handy. The more
organized the financial records are, the more efficient the accountant can work
when analyzing the business’ numbers.
The company offices of the property management company require a full
range of accounting and analytical skills ranging from controllers, internal
auditors, tax accountants all the way to chief financial officers who ensure the
long=term profitability and tax advantages of the property management firm.
Many authors recommend hiring an accounting pro to keep finances in order
for a small business. The good news for many small businesses is that there are
many services available to help. For example Condo Services Agency has the
specialized expertise and knowledge of condominiums and private businesses
to provide both the not for profit reporting requirements of condominium
boards and the taxable profit driven reporting requirements of property
management companies.
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The professional accountants at Condo Services Agency provide the necessary
analysis and audit trail to make both the condominium board’s tasks and the
external auditor’s task that much easier and hopefully less expensive.
In addition, the analysis also highlights potential weaknesses in control and
financial forecasts that may foreshadow future difficulties if left unchecked.
Condo Services Agency prides itself on many years’ experience in the industry
as well as a thorough understanding of the intricacies of condominium industry
allowing them to provide the best possible service to their clients.
Another nice feature of Condo Services Agency is their professional integrity in
that they will review your current system currently in place. If they feel they
cannot operate more efficiently and more economically, they will tell you and
not waste your time. To receive a complimentary free consultation and discuss
your needs please call Andrea Silman, RCM President, at 1-855-561-4589.
She will come to your office, explain our package, our iron clad 4 step
guarantee and estimate the savings we can bring to your business. She will be
honest and direct using her more than 30 years’ experience in the industry on
which to base her assessment.

Condo Services Agency – Your Complete Accounting
Solution!
Condo Services Agency provides full service accounting support for
condominium corporations. The services include accounting and financial
reporting, preparation of periodic government payments, preparation of all
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payroll related forms, profit and loss statements at specified intervals and a
simplified conversion process.
With many years of experience in business process outsourcing (BPO), Condo
Services Agency offers a unique combination of vast resources as well as
extensive expertise and industry knowledge in Finance and Accounting.
We help you build a high performance finance operation by combining the best
accounting processes with proven business process outsourcing processes.
Our superior service delivery infrastructure and full range of accounting
solutions – from specific transactional processes to controller and compliance
functions – help you reduce costs whilst gaining better visibility and control of
financial processes and data.

Condo Services Agency - Our Vision
At Condo Services Agency, we are dedicated to the success of your business.
Our diverse range of services enables clients to take advantage of a complete
accounting solution or select individual services to meet their unique and
diverse needs.
The company prides itself on many years’ experience in the industry and shares
a thorough understanding of the intricacies of the condominium industry
which allows superior service quality and customer satisfaction.
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How we Can Help You Meet Your Accounting Needs
By taking over important support functions and a comprehensive range of
services, Condo Services Agency can help you by becoming your finance or
back-office team:


Focus on core business activities and strategies to remain
competitive



Access high level technical resources



Reduce infrastructure and ongoing overhead costs



Reduce staff idle time.



Access national and international resources.



Reduce employment and training costs.



Remain confident that the business complies with statutory
obligations and reduce audit costs.



Improve ability to respond quickly and effectively to the changing
business environment.



Be better informed by providing accurate, transparent and insightful
management reports and information.
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Condo Services Agency - Our Services at a Glance
Condo Services Agency offers a full spectrum of Finance and Accounting
Outsourcing Solutions, from accounts receivable and accounts payable to
complex accounting functions such as Project Accounting, General Ledger
management, project accounting and financial statements to independent
condominium and small and medium property management companies.
The key features of our services includes,


Accounting and Financial Reporting for each property



Keeping each property segregated and separate



Profit and loss statements for each property



Consolidated reporting for the property management corporation



Simplified conversion either at year end or after a given month



Payroll and WSIB forms for all employees



Preparation of all payroll related forms



Preparation of periodic government payments



Full financial controls



Custom Reports to Meet the Unique Requirements of the
Condominium Board and the Property Manager



Proper segregation of controls



Ensured, streamlined accountability
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Working with your external auditors



Issuing periodic newsletters and communications with all clients



Helping you with your taxes and corporate finances especially if you
manage more than one property.
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 Customized, Cost

Effective and Robust
Accounting Solutions to
Meet Your Unique Needs!
FINANCIAL REPORTING






Generation of Financial
Statements
Project Reporting
Management Reporting
Financial Analysis
Financial Planning

ACCOUNTS RECEIVABLE




Order Processing
Period and Year End
Closing and Reporting
Credit Collections
Management

ACCOUNTS PAYABLE





Vendor Management
Invoice and Payment
Processing
Purchasing
Period and Year End
Closing and Reporting

Customized, Cost
Effective and Robust
Accounting Solutions to
Meet Your Unique Needs!
FIXED ASSETS






Capital Budgeting
Support
Project/Job Costing
Administration of Capital
Approval Process
Calculation of
Depreciation
Period and Year End
Financial Reporting

GENERAL ACCOUNTING








Journal Entry
Processing
Account and Bank
reconciliations
Financial Period and
Year End Reporting
Treasury Services
Cost Accounting
Payroll Accounting
Budgeting
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Our Service Model
Our high performance service model is specially designed to improve your
finance and accounting operations by adapting a set of standardized processes
and using state of the art technology and automation to improve process
efficiency.
Our service model is designed on two principles,


Provision of Cost effective and Robust Finance And Accounting
Solutions



Delivering Measurable Results



Cost effective and Robust Finance Solutions

Condo Services Agency supports its clients through a high delivery service
model that offers a unique blend of highly specialized and standardized
services. Through standardized processes and use of state of the art
technology, we are committed to delivering robust and cost effective finance
and accounting solutions.
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Delivering Measurable Results

Unparalleled by the competition, we deliver measurable results to our clients.
With our skilled and professional approach, our services are aimed at
improving your cash flow, simplify regulatory compliance and gain better
visibility and control whilst allowing you to concentrate on your core business
and your customers.


Professional Integrity

One of the key features of our service model is professional integrity. If after
reviewing your current system in place we feel that it the system cannot be
operated more efficiently, it is honestly communicated.


Using State of the Art Technology to Exceed Customer Expectations

Condo Services Agency uses state-of-the art software that is customized
exclusively for the condominium industry and have a number of built in
condominium features including but not limited to,


Full resident information including banking, insurance carrier, who to
call in an emergency, parking space number, and pets or if they have
any and other relevant information such as if a resident is handicapped
so that emergencies are properly responded. etc.
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Full condominium board information - including telephone numbers
and other contact information



Electronic Work Orders - We provide electronic work orders tied
direct to a unit and the accounts payable if it is a reimbursable
expense



Mass Emails - We can send mass emails to resident, owners, tenants,
board members etc. including ballots and financial statements



Display Individual Unit Financial Statements on a Secure Website We can display individual unit financial statements on a secure
website as well as the annual financial statement of the
condominium.



Separate Financial Statements for Operating Funds, Reserve Funds
and Commercial Properties –
We provide separate financial statements for operating funds,
reserve funds and commercial properties
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Full Budget and Variance Reporting - We provide full budget and
variance reporting both in numbers and charts



Report on Rented Units and Commercial Units - We can also report
on rented units and commercial units

Condo Services Agency: Achieving Excellence through a
Superior Service Strategy!

After all, your accounting system is one of the most important diagnostic tools
of your business. Not only does it tell you how much revenue you have earned
and where you have spent it, it also tells you if all your hard work is paying off
– are you being profitable?
Based on your resources and your business objectives, an outsourcing solution
is designed exclusively for you. Once this process is complete, we follow
through to ensure flawless service delivery.
The result - You gain access to higher quality and more complete financial
information to support effective tactical and strategic decision making across
your business. Our outsourcing solution not only provides your organization
the opportunity to focus on what is more important to your business but also
helps you reduce the cost of your finance and accounting operations.
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Why Consider an Accounting Change? Is it Important?
The accounting landscape has experienced some incredibly drastic changes
during the past couple of years. The economic downturn has magnified the
importance of receiving accurate and timely information about your business.
This information helps your business make important decisions on how to run
your business and maximize your ROI.

What can This Change Deliver?
Want to gain better control of your financial affairs, make
better business decisions, improve your cash flow and be
profitable? Consider Outsourcing your Accounting Operations
and see the results!

You must be wondering why you should consider this change, and how is it
beneficial for your business! Let’s Explore!


Better Decision Making Abilities

By outsourcing your accounting needs you can benefit from the technology of
your outsourcer and improve your decision making abilities by analysing the
detailed reports and other financial data that is necessary for strategic
planning.
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Improved Cash Flow

Needless to say, effective cash management is essential for all businesses.
Integrated billing, accounts payable, accounts receivable, facilitate you to
manage your cash more effectively and without much difficulty. Better cash
management offers your business with more options for revenue generation
and long term business growth.


Accuracy of Information and Improved Access to Financial Data

With an advanced and fully integrated accounting system, you will not only be
able to access your financial data while on the go, but you can also be sure of
the accuracy and precision of this information.
Unlike your in-house accounting department, where your accountants spend
a great deal of time cross checking figures, using obsolete accounting software,
and where the potential for errors dramatically increases, your outsourcer
uses latest accounting software and technology to ensure that your reports are
accurate and error free.


More Control

Additionally, advanced accounting system also offers you real time access to
the critical financial information of your organization. This provides you with
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greater control and ability to more effectively manage more important
functions of your business.


Foundation for Growth

Outsourcing your accounting function to an independent service provider like
Condo Services Agency can help you grow as an organization, enable you to
expand your business whilst offering you valuable insight to your financial
data.


Independence and Freedom

By handing over your accounting needs to an independent service provider,
you can have more time to work on your business whilst your outsourcer will
take care of your accounting activities through the use of secured-cloud based
accounting software. This enables you to access your accounting records from
anywhere in the world at any time.


Enhanced Security and Data Back up

With outsourced accounting, you cannot only benefit from state of the art
accounting technology but at the same time make sure that the confidential
information of your company is stored on secured servers thereby providing
you increased protection against data loss. In addition, by providing local and
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remote data backup, advanced accounting systems preserve the integrity of
your important data.


Auto Generation Offset Entries

The system also allows you to enter a limited amount of one sided transactions
and generate the proper offsetting entry such as cheques being automatically
recorded in journals between accounts payable and the proper bank account.


Built-in Services to Minimize your Workload

To minimize your workload, the accounting system has built-in-features that
ensure that the system has advanced work saving strategies such as sending
notices to all residents, word processing facilities to customize reports and
easy and efficient maintenance of pre-authorized payments.


Improved Economies of Scale

Compared to the services offered by other outsourcing companies, the
accounting system used by Condo Service Agency is not only affordable but
also offers you to benefit from economies of scale. When tied to operational
efficiencies, you can enjoy some major cost savings.
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Simple Funds Transfer

The system also allows you to transfer funds with any Canadian
registered Banking Institution.

Are you ready for the transition? Great! Take your First
Step Towards Success with Full Confidence. Transiti on to
our system is Easy!

If you have finally decided to make the transition- congratulations! We will be
there at each and every step to help you. However, there is one thing that you
need to remember, for a successful transition you need to embrace the
change.
Whilst it may sound great in theory to update your accounting system, it is
important for you to be very clear in mind about making this transition as you
might face some resistance from your customers and employees. These are
the some of the biggest hurdles to overcome. This resistance usually arises
from fear of change.
Employees are used to performing their tasks in a certain way even if it is not
effective. Changing procedures might aggravate their fears. But proper
communication is all that is needed to convince them.
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There are few things that you should keep in mind when considering
outsourcing your accounting operations.


Vendor’s Reputation – When choosing your outsourcer, it is important
for you to check the vendor’s reputation in the market. Also, you need
to take into account the size of your business and evaluate if the
vendor has the capability to satisfy the unique needs of your business.
Think about where you will be in a few years and analyse if your
outsourcer has the capability to meet the growing needs of your
business.



Cost Evaluation – To avoid regrets in the future, it is important that
you sit down and perform a cost evaluation. Compare the costs
between your in-house accounting operations and the cost that you
will incur when you hand over your accounting needs to an
independent service provider.



Evaluate the Pros and Cons – It is important for you to carefully
evaluate the pros and cons of using outsourcing as a critical business
practice. Weigh the pros and cons carefully before making any
decision and then make your choice. Take help from qualified people
to help you so that you do not end up wasting your valuable time.
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With technological advancements, businesses are pressurized more than ever
to drive superior customer service if they really wish to maintain a loyal
customer base. By outsourcing key functions like finance and accounting,
businesses are embracing the concept of business process outsourcing (BPO)
as it allows them to spend more time on important business tasks that impact
the bottom line of the business.
It goes without saying that keeping up with the latest technology changes has
become even more critical to the long term success of a business. Embracing
these changes will undoubtedly save your valuable resources whilst giving you
a leg up on the competition.
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Chapter 4
Why we are Good for Franchisers?
As franchisers or owners start out, they initially opt to keep their accounting
functions in-house, or more specifically, they initially opt to take care of these
operations on their own. Later on the owner usually hires a part time bookkeeper cum accountant (as they do not have enough resources) to take care
of their accounting needs rather than knee deep in extensive paper work.
This accountant comes in for a day or two every week to review the time
sheets, reconcile bank statements, post recent transactions and prepare the
monthly financial statements. As their business continues to grow, it demands
a more sophisticated accounting system in place for efficient processing of
financial data.
Whilst your business is in its growing phase, it still has limited resources. You
would want to utilize these resources in the most efficient manner in order to
grow your business and minimize your overhead costs. Outsourcing offers
tremendous potential for businesses to change their existing dynamics, but a
number of franchisors are not sure whether it is wise to outsource their
accounting operations or not.
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So, when is the right time to outsource? What are some of the
triggers? Let us figure this out together. Keep answering
these simple questions and by the time you answer the last
question, your confused would be resolved.



Is your Business Experiencing Rapid Growth?

So, is your business experiencing rapid growth? Yes? Well having an in-house
service for one or two units makes sense, but as your business grows, the scope
of work goes beyond what your in-house accounting department can handle
in a cost efficient manner. Obviously you would need to hire additional people
with the skill, expertise and qualification to perform the tasks. This would only
add to your costs.
This is the point when you should begin thinking about outsourcing your
accounting operations to an independent service provider and streamlining
and centralizing their accounting functions to achieve cost efficiency as well as
operational efficiency.
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Does your F&A (finance and accounting) fall into a particular
Category where it can be handled more efficiently by a service
provider having a particular background and skill set?

Whilst your in-house accounting department may be able to handle a variety
of accounting tasks and perform them proficiently, even so, many franchises
require specific skills set and knowledge experience for some financial
planning or data analytics. If you wish to benefit from a broader range of skills,
you may want to consider outsourcing that offers instant access to a diverse
range of abilities and skills.


Are you sure you are ready to expand your accounting department
with all the costs?

If you are really serious about having a transparent accounting system that
offers full compliance, you need to have a centralized accounting system in
place. Outsourcing some or all of your accounting operations to an outside
provider, compared to hiring full time finance and accounting employees saves
money.
By outsourcing you will be able to scale up and down according to your
business needs without spending your valuable resources on purchasing the
office furniture or software. The financial savings can be significant.
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Can your In-house Accounting Department Deal with all the
Regulatory Changes within Your Industry?

It goes without saying that with the rapidly evolving business landscape, the
rules and regulations also change constantly to take into account new
processes and practices. Franchisers must ensure that their in-house
accounting department is familiar with the changes in tax laws, or turn to
accounting outsourcing professionals who understand GAAP standards,
payroll requirements and proper reporting records management and must
constantly stay up to date with the latest accounting regulations, rules and
legislations in order to fulfil their contractual obligations.
But this is costly. In order to keep your in-house accounting department up to
date, you would be required to spend your monetary resources in getting your
accountants proper training and acquire the required skill set. A smart way to
achieve operational efficiency and cost effectiveness simultaneously is to
outsource your accounting operations.


Do you have the Insights you need to Make Informed Decisions

In order to make well-informed decisions, businesses need to have valuable
and immediate insight to their financial information. The in-house accounting
departments of most companies are not equipped with the latest technology
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and so it becomes difficult for business owners to readily access this
information if they want to.
A qualified outsourcing company cannot only provide you with the latest tools
and technology but also provides owners and key stakeholders with web
access to the latest financial data and KPI dashboards 24/7. This offers owners
to drill down for information from almost anywhere.


Do you have access to key industry trends and benchmarks?

Most franchises have a limited range of experience and skills that are required
to run accounting operations. An outside accounting outsourcing company
that specializes in your industry offers an added advantage of industry trends,
insights and benchmarks. In order to stay competitive, you need to have
valuable insight to key performance indicators of your industry and keep your
margins under control.


Does Your Current Accounting System including Checks and
Balances and the Tools and Technology You Use Help You Reduce
Risk?

To some extent your in-house accounting department can assist you in
understanding your financial information. However, the processes are not as
strict and standardized as they should be. Additionally, many franchises do not
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have a CFO or a controller who could review the prepared statements or
examine key performance indicators and metrics and make sure that there is
no financial engineering going on in the company.
Outsourcing does not only allow you to benefit from the service of experts but
also offers implementation of controls and established certified processes in
order to reduce the risk of errors and help you keep a sharp eye for red signals
and flags in your data that may indicate malpractices or fraud. Access to secure
data also ensures better business continuity.

Is It Time for you to Update your Accounting System and
be More Strategic?
In addition, if you think this is the time to upgrade your accounting system, so
that your business can be more strategic, you should benefit from the services
of a qualified outsourcer. This is one of the many reasons that franchises opt
for a blended approach of some in-house accounting operations and some
outsourced accounting operations.
It can be infinitely more efficient to let an outsourcer take care of the more
time-consuming sophisticated functions like payroll, general ledger and
monthly reporting so that your finance team can spend more time on strategic
planning and decision-making rather than day-to-day paperwork. Removing
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lower-level tasks from your senior-level employees means that you get a
better ROI from your talent investment.

Are You Resisting Outsourcing? Because you Think it
Could Cause Too Much Hassle?
In addition, if you are resisting outsourcing because you think it is a process
that could cause too much hassle, you need to understand one thing. Well
there are negative connotations associated with this word and therefore it
mostly faces general resistance.
Business owners mostly worry about a loss of expertise, yet outsourcing offers
access to a wider and bigger pool of expert and skilled talent. Owners also
worry about a loss of control but outsourcing offers greater visibility, better
controls and real time information. Most importantly owners are worried
about employee dissatisfaction, but outsourcing is a great way to get rid of
some of the more routine tasks so that your in-house can concentrate on tasks
that makes a difference to your business outcomes.
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Chapter 5
Why we are Good for Independent Property
Managers?
The company offices of the property management company require a full
range of accounting and analytical skills ranging from controllers,
internal auditors, tax accountants all the way to chief financial officers
who ensure the long-term profitability and tax advantages of the
property management firm.

The Condominium Environment and your Accounting
Needs
In a condominium environment usually the property manager’s office is small
and it is unlikely that any more than an accounting clerk would be in the
manager’s office. Corporate accounting, as defined further below would be
more likely in the corporate offices of the property management company.
Condominium Boards are run as a not-for-profit corporation with many
restrictions including preserving the segregation of the reserve fund and
ensuring that every condominium owner or resident pays their common
expenses every month so that the condominium corporation can continue to
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operate. Condominium Boards may also have unique requirements depending
on the background and expertise of their members.
This requires significant flexibility in reporting. One of the best features of
Condo Services Agency is that we can provide customized reports and charts
that make interpretation of the financial statements easier by non-financial
experts. During our initial consultation, we will sit with the client,
condominium board or property manager to design custom reports where the
stock reports are lacking.
Another feature of our software is that we have additional customized fields
that can be added to the traditional accounting fields and customized for each
client. In addition to full resident information, there are 10 fields in both the
accounts payable and accounts receivable module that can be renamed and
customized to the client’s needs.
The Ontario Condominium Act requires that at least 10% of the monthly fees
collected go into the reserve account to ensure that there is adequate funding
for major repairs as the need arises. The requirements of the reserve fund are
recalculated every three years to ensure that the funds are sufficient for the
foreseeable future. These funds can be used to replace the carpet, repair the
roof or other similar capital expenditures. Usually the monthly fees are
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calculated based on the percentage of the total individual areas a specific unit
occupies. In this manner, a 3 bedroom condominium would pay close to three
times what a bachelor unit would pay, depending on a number of other factors,
but mostly based on the gross square footage owned by the payer.
Monthly common fee rates can only be adjusted by a quorum of the
Condominium Board through a proper vote. Minutes of these meetings are
then distributed and common fee payers notified.
In a condominium environment, to ensure regular cash flow, most common
fees are paid by PAP (Pre-Authorized Payment) as a monthly deduction from
the payers’ bank account. So if an accounts receivable arises, it must be dealt
with promptly as lien positions must be registered within 90 days.

Why is it Beneficial for Condominium Corporations to
have an Outsider Handle their Accounting operations?
Many experts recommend hiring an accounting pro to keep finances in order
for a small business. The good news for many small businesses is that there are
many services available to help.
For example Condo Services Agency www.condoservicesagency.com has the
specialized expertise and knowledge of condominiums and private businesses
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to provide both the not for profit reporting requirements of condominium
boards and the taxable profit driven reporting requirements of property
management companies.
The professional accountants at Condo Services Agency provide the necessary
analysis and audit trail to make both the condominium board’s tasks and the
external auditor’s task that much easier and hopefully less expensive.
In the times that we live in today, hiring a full time employee is costly. It is not
just the monthly salary and the employee’s insurance that you have to monitor
and pay for, it is the running costs of everything that your employee would be
using. From electricity bills, to office equipment and supplies, all need to be
provided by you. And before all that, there’s the hiring process.
And once you are done with all that, there’s the hassle of monitoring your
employee’s performance and their equation with the rest of the staff.
Outsourcing your condominium accounting in Ontario to a service agency
would be just as fruitful and hassle free.

Why Should Your Condominium Business Consider
Outsourcing
If you this question bugs your mind why you should consider business process
outsourcing, here is the answer – for the simple reason that it will get your job
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done for a fraction of the time and money. An accounting firm can easily take
care of all your accounting needs just as efficiently as a highly qualified full time
accountant. The only difference would be that you wouldn’t be paying your
highly qualified outsourced accountant a full time salary for half a day’s work.
Times are difficult and services are expensive.
Your investments require highest maintenance at lowest costs to make the
most profits. And no, letting your finances take care of themselves is not even
an option, let alone a viable one. That’s a stitch, which if not made in time can
tear up your investment into shreds.

Having a Property Manager is not Enough!
The standard job description of a property manager includes management
skills, supervision for contract employees, communication skills and flexibility
in timings and tasks for emergencies. Some may even come with the added
skill set of ‘financial advice’, but it is safe to say that they aren’t qualified
accountants, and so whatever knowledge they have is average at most. And it
most definitely isn’t enough to handle and optimize your profits.

Want to Keep your Condominium Business from Financial
Blow off-Understand your Numbers
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Having a better understanding of the financial side of your business not only
enables you to understand you numbers but also places you in a position
where you can challenge these numbers. Knowing the rules of the game, how
profits are made, why return on assets is so important for shareholders and
other things will let you see the bigger picture in context of your business
enterprise.
Whilst it is good for you to improve your financial intelligence, these numbers
alone do not always tell you the complete story. Bear in mind that any
company’s financial results need to be evaluated in full context.
You need to evaluate the financial performance of your company keeping in
view the bigger picture, like the state of economy, changes in customer
preferences, introduction of new business models, new technologies etc. and
in order to understand the bigger picture, you need to embrace financial
literacy and embed the concept in the culture of your organization. This may
require some effort on your part but in the end it pays off.
Remember,
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“Outside investors, vendors, bankers, customers and
others will be using your company’s numbers as a basis
for their own decisions. If you do not have a good working
understanding of the financial statements and do not
know what those folks are looking at or why, you are at
their mercy.”- Karen Berman and Joe Knight
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Final Word
Even though it may seem that you are winning the race against competitors
that are running against you within your respective industry, you need to bear
it in mind that he race is far from over. Within the world of business, there is
never going to be a finish line that you can cross because this race is never
going to end.
You are always going to have new, fresher businesses entering the race that
are younger and hungrier for success and they can easily overlap you. In order
to make sure that does not happen to your business, you need to constantly
stay hungry as well within your industry –irrespective of how satisfying the
past few years of your business may have been.
All you need is a lending hand to take care of your condominium finances
without the hassles of hiring a full time employee, or even worse, trying to take
care of them yourself! Outsourcing condo accounting services in Ontario is an
economical and time saving option for all condominium corporations. There
are a number of reliable accounting firms available, including the Condo
Services Agency.
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So if you have been living under a pile of accounting work
that is affecting your business practices, profits and
performance, then it is time you considered taking help from
reliable professionals who can provide the help and expertise
you need to get your finances, business and overall profits
back on track!

Contact Us Today
For more information and a free consultation to understand and get advice on
your needs and optimal services, contact us. We look forward to hearing from
you.

About Our Company
Condo Services Agency provides full service accounting support for
condominium

corporations,

property

management

companies

and

independent property managers. The services includes accounting and
financial reporting, bank reconciliations, preparation of periodic government
payments, preparation of all payroll related forms, profit and loss statements
and simplified conversion at specified intervals.
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To receive a complimentary free consultation and discuss your needs please
call Andrea Silman, RCM President, at 1-855-561-4589. We are just one call
away.
You can also visit our website
http://www.condoservicesagency.com/
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APPENDIX I: What is a Condominium? – A Primer
CONDOMINIUMS AND PROPERTY MANAGERS
This appendix will delve deeper into the accounting relationship
between property managers and the responsibilities of property
managers in the daily operations of condominiums. By the end of the
chapter you should be able to define the term property managers,
define the role that they play in the real estate business, define the
term condominiums and distinguish the difference between
condominiums and apartment buildings. You will also learn which
Canadian law governs the operations of condominiums and the best
way to ensure that your business operation stays afloat.

Condominiums Defined
Condominiums fall under a specific real estate bracket or housing
tenure. Under this tenure, this structure is defined as a housing
structure where only a specified part of the building is individually
owned. The other part, also known as Common Areas, is owned by
all who live and collectively own the space.
This means that as the owner of a condominium, the interior walls of
the building are owned and insured by me, however any space that is
shared such as the elevator, the hallway, the heating system or
exterior walls, is a space that is collectively owned and as such
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insured and maintained by a specific body; more commonly known
as the condominium association.
People often ask what the difference between a condo is and an
apartment as it is easy to get confused and think that the words are
interchangeable as their meanings are synonymous. However there
are a few things that separate a condo from an apartment and they do
in fact make all the difference in the world.

Figure 2: Image of a Condominium in a Rural Area
Perhaps one of the most important differentiating factors between an
apartment and a condominium is the fact that an apartment building
usually operates under a single deed of trust while a condo will have
several individual deeds under which operation occurs. While it is not
entirely impossible for one person to own all the deeds for the condo, this
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is very seldom the case. An apartment is treated like a normal plot of
land, just like the purchase of a house. This means that ownership is on a
specific plot of land and this is usually expressed in the deed that is signed
by owners. On the other hand, owners of condominiums usually own
percentages of a land rather than the plot of land as a whole. Thus it is
that insurance and maintenance of all common areas are paid for and
serviced by all the owners of individual deeds.
Typical residents for a condo setting include persons who are searching
for stability. They like staying in one place and do not intend to move
around very often or anytime soon. For this reason many condos can be
found in more rural areas, gated communities or downtown near subway
lines. Much of the opposite holds true for apartments. Apartments can
usually be found in bulk anywhere there is communal city life. This is
because residents usually tend to move around a lot more and frequently
change residence.
Lastly, another differentiating factor between an apartment and a
condominium is the fact that residents of condos, though responsible for
full maintenance of the interior have the opportunity to change and redesign as often as they see fit. However, apartments normally come with
a standard template and do not really leave much room for one to
personalise and maintenance is always carried out by the holder of the
single deed of trust.

P a g e 97
2014 ©Condo Services Agency

A Sensible Look at Accounting and Outsourcing

Property Managers
A property manager is someone who is set in charge of residential,
industrial or commercial real estate. In other words, they oversee the
complete operations of the property and are held accountable for all
transactions that occur. Property management can stem from personal
property to the property major corporations and capital assets.
In the real estate game, property managers are just as important as the
owners themselves as oftentimes they act as consultants to the owners
and assist them in their decision making process. They act as the third
eye in situations and their role is similar to that of any business manager.
A typical property manager normally brings to the table a team or they
themselves are fully equipped and qualified to handle several arms of the
business and as such many times you will find that a property manager
has a team of accountants and marketers ready and waiting or they are
real estate brokers who already have the network that is needed to get the
job done.
Closer to home in the world of condominiums, property managers are the
ones who keep the boat afloat. They are familiar with the Ontario
Condominium Act and use it as the standard for their operations as well
as a guideline for accounting for transactions. While in Ontario a much
larger percentage of condominiums are occupied by the owners and it is
their principle residence, in some instances they are also offered to
applicants on leases. In such cases, property managers are the ones who
will advertise and show your condominium, interview applicants who are
interested in what it is that you have to offer, handle monies concerning
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the lease and maintenance of the property and ensure that all tasks are
completed in a timely fashion. They act as middlemen whose duty it is to
always be available in the case of an emergency and to advise residents
of the best way to make their agreement work for them so that at the end
of the day everyone can be happy.

Figure 3: Property Managers acting as Middlemen for transactions

On the other hand however, no decision is without its disadvantages. To
get the right property manager is a long term investment that requires
trusting others to have a hands-on approach to handling what goes on into
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the condo. Many persons are reluctant because it is a big responsibility
for any one person to hold. But once the right mix is found, that is
someone with a presence both on and offline, someone with the right
networks and connections and a people person who can get along with
anyone then oftentimes it is smooth sailing and a decision that was worth
it in the end.

Ontario Condominium Act
The Ontario Condominium Act is a legislative document which states
how condominium boards can operate. This Act was made an official
document of parliament in 1998 but its most recent amendment occurred
in 2012. Some of the most important issues that are covered under the
Ontario Condominium Act include:




the setting up of a condominium board,
the guidelines of how condominium corporations are
formed and how they operate, and
the rental, lease and purchase of condominiums.

The Act states that in order for condominium boards to operate, they must
first be registered. The board must also be formed through the process of
an election where each nominee will be assessed and their suitability
determined. Once this process is complete, the board is expected to
develop a constitution by which condo owners and board members will
operate. This constitution will also include sanctions and other forms of
disciplinary actions to be taken in the event that there are any matters
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arising. The act also looks at the process of removing board members and
what should happen in the event that there is a sudden vacancy.
Condominium corporations are not-for-profit entities that help to
mitigate any issues that may come about from the operation of condos
and their management. The Ontario Condominium Act stipulates how
reports should be made and also sets a time lime for when these reports
should be submitted. An inability to meet these deadlines could result in
a fine as well as a cause for concern about how these properties are being
managed.
The constitution allows the government to perform an audit anytime they
deem fit. It is the responsibility of the condominium agency to ensure that
all financials are in order so that in the events of an untimely external
audit, discrepancies and errors are minimized.
The sale, lease and rental of condominiums are also stipulated by the
Condominium Act. Under each agreement is an also listed specific time
frame for payment and when ownership certificates are to be received.
Both the condominium corporation and the condominium board play a
significant role in these processes as they help to process the information
regarding applications thus making the process a more transparent one.
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i.

The Role of Property Managers in Condominium
Accounting.

In Canada, the Ontario Condominium Act determines how a property
manager can operate. However these laws are specific to each Province
and would require special licenses in order to be fully operational. The
English Common Law is what guides the making of the laws of each
Province and as such you will find that some laws may overlap with just
a few differentiations. In Ontario, the Association of Condominium
Managers is what governs the certification of its members and adds a
sense of legitimacy to their operations. While they do not yet need a
license to operate, this association is a breeding ground for great
networking opportunities especially for companies that are just starting
up.
The role of a property manager is very crucial to the sustainability of any
condominium business entity. They maintain the property rentals by
advertising vacancies whenever they arrive and facilitate the application
process of prospective residents. After this process is complete, they are
the ones expected to negotiate contract agreements with the residents as
well as collect security deposits. All financial objectives are expected to
be completed by the property managers such as collecting rent, paying
bills, preparing annual budgets and analysing variances. They constantly
investigate the properties they manage and they aim to solve the
complaints of the residents as the quickest way possible. In summation
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they help to accomplish the goals of the organization to which they are
aligned.
In some instances, property managers employ external suppliers to help
them accomplish some of these goals; especially as it relates to the
finances. While the agencies would not personally collect the funds, they
would help to monitor it and also provide a report on its usage at the end
of the time period. Property managers would then be able to focus on
ensuring the comforts of the residents and help to keep things in order
without having to multi-task as much with the finances being monitored
by their accountants.

Summary
Condominiums are special housing arrangements whereby a specified
part of the building is individually owned and the rest is owned by a
collective body. Condominiums in Ontario are often occupied by their
owners but can also be leased. Condominiums operate under a single
deed of trust and this deed states that insurance of the property is a twofold process. The interior of the building is insured by the condominium
owners, however, the exterior and any shared space is insured and
maintained by the condominium corporation.
Property managers are key game players in real estate and the business
of operating condominiums. They act as expediters helping to
accomplish the goals of the organization. The Condominium Act of
Ontario stipulates how condos function and gives a course of action for
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everything from the creation of a condominium board to the setting up
and registration of a condominium corporation and even the sale, lease
or rental of condominiums. Using this as a guideline, property managers,
condominium owners and condominium corporations are held
accountable for every operation that may take place and are held
accountable by the laws laid out in the Act.
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APPENDIX II Condominium Financial Terminology
This section reprinted with the kind permission of Professor Anne-Marie
Ambert PhD (Cornell) Department of Sociology (retired) York
University,and www.condoinformation.ca

Condos' Financial Structure
The cornerstones of a condo’s financial health are the annual budget for
regular expenditures and, in many provinces, the reserve fund for
replacements as well as large non-routine repair expenditures in the
future. Other key issues are also discussed in the sections below. It is
important to point out here that too few owners do read the yearly budget
and too few dare ask questions about it of the manager and or board at
the AGM.

Budget
Each fiscal year, boards of directors approve a budget that is prepared
based on expected revenues and expenditures for the next 12 months.
This budget is sent to all owners at least two weeks before the beginning
of a fiscal year.
Budgets are fairly standard and are usually prepared for boards by a
condo's management company. How much input boards of directors have
varies from condominium to condo. Generally, presidents and/or
treasurers are more involved in this process than other board members.
However, the budget has to be voted upon by the entire board.
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The budget is a board’s responsibility. Owners cannot vote on it.
However, if the budget is insufficient or wasteful, owners can requisition
a meeting to discuss it; but they can’t force boards to comply with their
wishes. Owners can, however, vote to replace their board at a
requisitioned meeting designed for this purpose. (Click here for
Requisitioned Meetings)
Items found in a budget are: sources of income, general expenditures, and
provision for reserves or other funds.

Sources of income include:


condominium fees, rentals, interest, surplus from previous years

General expenditures include:


utilities, administrative expenditures, regular contracts (i.e.,
landscaping, carpet cleaning), repairs and maintenance (i.e.,
plumbing)

Boards have the right to issue a revised budget at any point during the
year when the reserve fund is deficient or unexpected expenditures occur.
At that time, fees can be raised or a special assessment can be levied. (For
special assessments, click here for Owners' Money Facts.)
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What to Look for in a Budget
There are 5 important areas that owners want to focus on when receiving
the annual budget. These are: level of increase or decrease in fees; history
of fees in the condominium over recent years; size of the reserve fund
and yearly contributions to this fund; existence and size of a contingency
fund and/or surplus from previous years.

Fees and History of Fees in Recent Years
Understandably, owners are relieved when fees remain the same and do
not increase. Stability in fees is a good thing provided it is not to the
detriment of the future fiscal stability of a condo.
Owners are also happy when increases are small, that is between 1 to 3%.
But stability or small increases in fees are desirable only when this is
sufficient to compensate for inflation and when there is a sound reserve
found and a small to moderate surplus for unexpected repairs. As well, a
condo that has just completed some serious energy savings retrofits can
afford stability for a few years because large savings are anticipated.
In contrast, much higher increases are indicated when:





the level of services is falling or there have been cuts in necessary
services (provided, of course, that this does not stem from the fact that
the staff is lazy and incompetent);
repairs are not being carried out (because there is no money);
the reserve fund is inadequate.
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If these situations are occurring, then, a low increase in fees or no
increase at all is a recipe for disaster. A condo may deteriorate, its real
estate value will diminish, and owners’ satisfaction will rapidly plummet.
How do such detrimental situations occur? Sometimes they are caused
by the fact that owners have refused increases in fees in the past and have
defeated boards who tried to bring some fiscal sense to the situation. In
other cases, boards were not knowledgeable or they did not want to
displease owners because they wanted to be re-elected. Or, yet, boards
squandered funds-and this happens more often than believed.
However, too many of the letters sent by owners describe fees that are
going up yearly by 5 to 25% while boards and management carry on with
unnecessary "preventive" maintenance, premature "repairs," constant
upgrades of common elements, and by adding staff to compensate for
the fact that the current staff is plain lazy, or, yet, give free reign to
various contractors' suggestions. For many boards, spending money is a
sign that one is doing a good job: Yet, it is easier to spend money than to
find creative solutions to problems! Click here for Wasted Money.

Size of the Reserve Fund and Surplus
Please refer to the sections that follow, or click here to go directly to
Reserve Fund and Surplus.

Size of the Contingency Fund or Surplus
Boards generally like to have a small cushion for unexpected
expenditures or small improvements. With a surplus, a contingency fund
is not necessary. But when there is no surplus, then, it is a good idea when
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a budget is around $1 million to have at least $20,000 in the contingency
fund. Basically, a contingency fund is a surplus!
Therefore, when a budget has no increase in fees or only a very small
increase, but there is a contingency fund or a reasonable surplus, then no
one should be concerned because there is money “in the bank” with
which to carry out unexpected repairs. But a small increase coupled with
no surplus or no contingency fund is a red flag—unless a surplus is
expected because of a settlement with the builder, an energy savings
retrofit, or large sums of monies owed by a utilities company.
On the other side of the equation, very large contingency funds or
surpluses are often accumulated by condos. This is wrong because this is
owners' money that is uselessly held "captive" in a bank account. Such
monies should rightly be in owners' pockets.
As well, large contingency funds often give managers and board too
much latitude in spending because there seems to be a lot of money
around. And, if ever a board or a manager is dishonest, this is where
monies could disappear.
Boards should not raise fees when they have large contingency funds,
especially when they also have a surplus. Rather, they should use these
funds to stabilize fees.
Boards should plan for expenditures within the regular budget, rather
than rely on contingency funds-otherwise, lack of fiscal discipline will
prevail and "impulsive" spending will occur. Some boards feel good
about spending money-while, in reality, they may be doing so uselessly.
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This is owners' money! Budgets make boards more accountable to
owners than do large contingency funds.
Contingency funds, unlike the reserve fund and the regular operating
funds for the daily budget, are not mandated by the Condo Act of
Ontario.

Reserve Fund
What’s the Reserve Fund For?
It can only be used for replacement and non-routine repairs of common
elements and assets of the condo:
For instance, replacement of roof, windows, boiler, carpets, and security
system.
Other examples are non-routine repairs to the chiller, the swimming pool,
and the parking areas.
A reserve fund is like a savings account or insurance policy for special
expenditures that may come up in the future. In some provinces, condos
have to have a reserve fund in a bank account that is separate from the
general budget account. All monies in this account have to be placed in
easily accessible and safe investments, such as GICs or government
bonds, and not in the stock market or any other risky venture.
In Ontario, a condo has to carry out a Reserve Fund Study
"periodically," as per Section 94 of the Act. This generally has been
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interpreted to mean "every three years." However, such studies can be
expensive, especially for small condos that have tiny budgets. A good
rule is to do an initial comprehensive reserve fund study and, then, 3
years later, do an update-which would be less expensive.
This study has to be undertaken by experts with a special designation.
They may be members of the Appraisal Institute of Canada or other
similar accredited groups such as the Ontario Association of Certified
Engineers. The purpose of the study is to examine all the systems (i.e.,
heating) and other physical aspects (garage, balconies, windows) and
give a reasonable expectation as to when they will need to be replaced or
have non-routine repairs and how much this will cost at that projected
time in the future.
The engineers present the results of this study to the board along with a
fundraising plan. For instance, they may suggest that 10% of the condo
fees go into the fund with an increase of 1% each year for the next ten
years.
The directors have 120 days during which to decide how to implement
this plan or put forth another reasonable plan. After this, the board has 15
days to send to owners an overview of the reserve fund study and how
they intend on implementing it. The board then has another 30 days to
begin implementing the plan. Generally, this study and plan are sent to
owners at the same time as the budget because implementation of the
study may affect the budget.
So, all owners receive a summary of the reserve fund study along with an
explanation of how it will be put in place. This is then indicated in the
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status certificate. (Click here for Why Is a Status Certificate So
Important?)
Any person planning on buying a condominium should consult the
reserve fund study and schedule included in the status certificate. Reserve
funds that are insufficient could result in unexpected raises in fees or in
special assessments in the near future. (Click here for special assessments
in Owners' Money Facts)
Directors who fail to maintain an adequate reserve fund with increased
contributions or special assessments could be sued by owners in the
future. Indeed, owners may see the value of their property decrease or
may fail to sell their units because of a deficient reserve fund. The
directors’ liability insurance may not cover them if due diligence has not
been done.

Problems with the Reserve Fund


The Ontario Condo Act specifies that a reserve fund can be used only
for replacement and major repairs but not maintenance or regular
repairs that result from normal wear and tear. These have to be
covered in the regular budget.

Take window frames: The normal wear and tear of the
caulking requires that it be redone or reinforced periodically. This
may be expensive maintenance, especially in high rises. But this
expensive maintenance has to be paid out of the regular budget.
In order to be covered by the reserve fund, such maintenance
repairs have to turn into a creative interpretation of what “major
repairs” can mean. Or, yet, condos may not carry out this
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maintenance and, as a result, window replacement or major
repairs to the frames may arrive much sooner than anticipated.


Some older condos, built before 2001, have never carried a reserve
fund study or have done one only recently. As a result, the fund may
be deficient and special assessments may be levied.



Construction costs, price of new windows or even boilers can rise
much more than predicted in the reserve fund study. It is difficult to
anticipate how much it will cost to replace windows in 20 years.
Building standards have deteriorated so that what used to last 10-15
years may now last 5-8 years only. Examples: underground garages
develop cracks much earlier than expected (and colder winters do not
help this situation). Garage paving may wear out after only 5-8 years
while the reserve fund study may have predicted 15 years. Therefore,
reserve funds may have to be tapped earlier than predicted.



Upgrades can’t be paid out of the reserve fund. For instance, a broken
tile floor cannot be replaced by an expensive marble one. If it is, the
difference in cost between a tile and the expensive marble has to be paid
out of the regular budget.
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However, within the purview of Ontario’s Energy Conservation
Leadership Act, a good case could be made that old windows that are
falling apart should be replaced with energy efficient ones, even if this is
a form of upgrade.

Surplus, Deficits, and Loans
Surplus (and Contingency Fund)
A condo has a surplus when general revenues exceed general
expenditures at the end of a fiscal year. (This does not include the reserve
fund which, by definition, acts like a savings account for the future.)
Some condos with huge surpluses and/or contingency funds keep raising
owners’ fees. It’s neither a fair nor a good decision. After all, the surplus
has been paid by owners. Very large surpluses could be taxed as profits
(condo corporations are not generally taxed because they are non-profit
corporations).
What is considered a large surplus and/or contingency fund?
A condominium with a budget of $10 million and a $150,000 surplus is
in a prudent situation. But a condo with a $1 million budget and a
$150,000 surplus and/or contingency fund has to use it. A small part of
this surplus can be retained to cover unexpected expenditures in the
budget. The remainder should be used to either reduce owners’ fees or
stabilize them. Finally, it can be used to top up the reserve fund if it is
deemed insufficient. However, once monies go into that fund, they can’t
be retrieved for anything else.
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Deficits
Condos cannot function in a deficit situation. When expenditures are
larger than revenues, boards have to use the surplus or contingency fund
or increase fees in order to cover this deficit.
Deficits should be erased within one year after they occur. If the usual
methods are not sufficient, then special assessments or loans may be
necessary. Owners should be very concerned when their condo operates
in a deficit mode and certain expenditures that could be postponed
continue.

Loans (and Loan By-laws)
It is not a good thing when a condo corporation has to take a loan.
A by-law has to be passed for this purpose, which means that owners can
vote against it. (Click here for Owners’ Meetings and Voting) A loan bylaw cannot be open-ended: It should not allow the board to borrow at
any other time. Rather, a loan by-law specifies what the loan is for, the
amount, and the time period. If, in the future, more borrowing is
necessary, another by-law has to be passed.
Both the budget and the status certificate should reflect a loan by-law and
the loan itself. There may be exceptions but, generally, loans devalue a
property because prospective buyers will not want to invest in a condo
that has debts.
But a loan may be necessary when, say, the roof leaks and needs to be
replaced and the reserve fund is empty. This loan can be repaid via higher
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fees or a series of special assessments. (For information on special
assessments, click here for Owners' Money Facts)

Misuse of Funds, Kickbacks and Fraud
In this section, we look at two situations that frequently occur in condos
and that are hushed: no one wants to talk about them!
These are misuse of money and kickbacks and, somewhat less common,
but nonetheless occurring far more often than is openly discussed: fraud
and outright theft.
All three of these situations probably cost tens of millions of dollars each
year to Ontario condo owners.

Misuse of Funds
Misuse of funds or waste of condo moneys by management companies
and boards of directors is a frequent occurrence and too often goes
unnoticed even by well-informed owners.
Condominium monies are wasted when:


repairs are done by an expensive contractor when an equally
competent one would carry them out for less; this generally occurs
when jobs are not tendered or when managers and/or boards have a
personal preference for a particular contractor (Click here for letters
about Condo Fraud, Kickbacks, and Conflicts of Interest);
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alterations are made (such as clean outs in units for the kitchen stacks)
to solve a problem (such as backups in sinks), before other inexpensive
solutions have been tried, such as educating residents and asking their
cooperation; or even before testing on a small number of units to see
if these alterations will bring relief to the problem in question;
expensive equipment is installed but is not used; one can think here of
camera systems as well as building automation system (BAS);
constant upgrading of common areas are carried out just to please
contractors, managers, or boards;
contractors are hired to do work that an employee, such as a
superintendent, should be doing as part of his or her daily or weekly
routine;
employees or managers do not put the time they are paid for;
the corporation law firm is used to write routine correspondence
because neither the president nor the manager write well or can be
bothered to do so;
repairs are carried out in an improper sequence so that the first set of
repairs have to be done again after the second set is completed;
regular contractors fail to use certain procedures to diagnose a fairly
routine mechanical problem and, instead, suggest that the board hire
an expensive consultant;
regular contractors are asked to diagnose a technical problem and do
the repairs themselves; often, it is preferable to hire an independent
contractor or engineer to diagnose serious problems to avoid potential
conflict of interest;
boards and managers treat themselves to expensive meals during
board meetings;
utilities, such as electricity or water, are allowed to be on when
unnecessary or to be overused;
expensive parties are given which are not paid for by the individuals
who attend them;
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managers or boards mail letters to residents that could easily be
posted on the available bulletin boards in a building.

What Can an Owner Do?
As evidences in the letters received, there is unfortunately not much that
owners can do because, under the current Condo Act, they are not
adequately protected. Many owners have tried to object but have
subsequently been threatened by the manager, board, and even the condo
lawyer.
Owners can:






keep a diary of occurrences they detect;
see if they can find a contractor who might give them a quote for a job
that was done and seems unduly expensive. (Again, this presumes that
owners have had access to documents...);
requisition a meeting to discuss the issues, keeping in mind that
discussions are not binding;
requisition a meeting to remove the wasteful board. This may be the
only solution if the misuse of funds is serious. But this also presumes
that other more honest board members can be found. And this also
presumes that requisitioning a meeting will be successful and will not,
instead, result in owners who participate being harassed and
threatened... and even receive unwarranted legal letters. (Click here
for Requisitioned Meetings)
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Kickbacks and Fraud
Since the inception of this website July 2009 and up to the end of August
2012, 128 letters (or 8% of all letters) have been received containing
credible evidence that kickbacks and/or fraud are occurring in
particular condos. Only six of these cases were under investigation by the
police or a court ("forensic audits") and, as such, the writers could not
divulge the evidence.
In condos, kickbacks occur when a manager, a management company, or
a board member (generally the president) receive monies, special
services for free, or large gifts from various contractors in return for
contracts, for allowing higher invoices, or even work that is unnecessary.
Eventually, these kickbacks are paid by owners via their fees as these
contractors recoup their kickbacks by overcharging on their invoices to
the condo.
Fraud takes the form of managers, board members, or contractors using
corporation money for themselves. Fraud can be small or large.
In Canada, both kickbacks and fraud are illegal.
Examples of fraud:




A manager has work done on her house or a president has his or her
suite improved while the contractor is doing other work in the
building: The contractor charges the corporation instead of the
president. This can be difficult to detect.
Cheques are forged by a board member or manager for their own
benefit.
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Cheques are paid to a fictive contractor for services that have never
been rendered.
Repairs to a condo are not carried out: The monies disappear from the
books and go to a manager or a board member.
Monies are transferred little by little to someone else’s account or
pocket book. This is easily done with petty cash or funds intended for
gifts to staff or parties.
A manager or a treasurer volunteers to buy furniture for the lobby and
party room; while so doing, he buys items for himself.
Invoices are padded and include services not rendered or, yet,
"repairs" are carried out that were not needed.
Board members pay themselves a salary, even though condo owners
have not voted a by-law that would allow such payments-and even
sign their own cheques!

In Canada, none of these actions are legal but they are very difficult to
prove, especially when no tendering process occurs or when it is flawed.
For instance, quotes can be solicited from other contractors who are
known to be very expensive. This way, the elected contractor’s quote
appears reasonable. Please consult Condo Fraud, Kickbacks, and
Conflicts of Interest in Readers Respond for various sad examples.

What can owners do?
Easier said than done because, in such situations, board and
managers refuse owners’ requests to examine relevant records. Or, yet,
records do not exist.
And the Condo Act in Ontario, as it has been interpreted in at least one
Court case, has not helped matters at all. Indeed, it has been concluded
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that owners who even go so far as to successfully obtain condo
documents (as the Act allows them to do), cannot use these documents
to question board members or even to conduct their own “investigation.”
This in effect deprives owners of many of their rights.
Owners who suspect that kickbacks or fraud are occurring should first of
all try to obtain documents and keep quiet about it—then approach their
local police station... and hope that they will be heard. One owner
reported that he was told at his police station, “The police don’t do
condos.” Of course, this is not true. Four other owners, including a
president, were simply rebuffed and shrugged off at their own police
station. If contacting the local police station fails, perhaps contacting the
Office of the Independent Police Review Director might be helpful. In all
circumstances, owners should keep a record of their contacts and
activities and always retain a copy of whatever records they pass along
to investigators.
So what about the corporation’s auditor? It could be advanced that, in
some cases, he or she may be able to detect fraud. Even though elected
by owners at the AGM, auditors are often loath to get involved in such
matters for which they may themselves only have suspicions. This is
particularly so when the culprit might be a management company:
Management companies and auditors have many faceted relationships.
One auditor told an owner that it was not their mandate to do “forensic”
audits.
And what about the corporation’s lawyer? In theory, such a lawyer
should listen and many do. However, it is also an unwritten “rule” that
solicitors do not talk with owners but only with the board and manager—
and generally only with the president who represents the board. In many
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cases where owners tried to approach the corporation’s solicitor, they
were threatened with legal action. (Click here for Issues with Lawyers)
Kickbacks and fraud are tricky issues because an owner could be sued or
threatened to be sued for defamation by the board or a manager were he
or she to make such allegations. Whistle blowers are not protected under
the Condominium Act of Ontario. As well, kickbacks and fraud are
difficult to substantiate, which is no excuse to do nothing about it.
Unfortunately, the onus resides on owners who are already very
powerless and helpless-even boards can be helpless. This is one more
reason why condos need more protection and a stronger Condo Act.
If owners have substantial evidence, particularly through the financial
statements, that theft or fraud or kickbacks are occurring, they should,
with the help of a lawyer, get a court order under Section 134 of the
Condo Act. Litigations, if necessary, could begin after-but this is costly
and successful owners may not recoup their monies, under current
legislation.
In addition to these problems, one has to consider theft of food, tools,
paint, and other items on the part of various condo staff and contractors.
It is impossible to tell how often any of this occurs.

Financial Statements,
Permission

Cheques,

and

Financial Statements
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Generally, boards of directors obtain monthly financial statements from
their management company or an accounting firm. These statements
present what has been budgeted for each category (i.e., electricity) for
each month and what was actually spent that month. A list of all cheques
cut out for each category is attached to the statement.
A board who is accountable and has a policy of transparency may want
to post a monthly financial statement on a bulletin board accessible to
residents (rather than guests).

Cheques
Have you ever wondered who signs cheques for expenditures in your
condo corporation? Two signatures are required. Often, one is the
designated person in the management company and the other is one or
two designated board members, usually the treasurer and the president.
Or both signatures come from the board of directors.

Owners' Permission
There is a general rule in the Ontario Condo Act that owners’ permission
is required when a projected expenditure for an upgrade, an
improvement, an addition, or a change is more than 10% of the current
annual budget. Or, in any month, if the expenditure is more than either
$1,000 or 1% of the budget. Owners can requisition a meeting to vote it
down, even if it could be covered by an existing surplus. (Click here for
Requisitioned Meetings)
However, expenditures that are necessary to maintain and repair the
property are a board’s duty, no matter the cost. No permission is required
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and even a notification to owners is not legally necessary. It is
nevertheless advisable and respectful to inform owners and engage them
in the challenges faced.

Technical or Performance Audits
Within 10 months after a condo’s registration, the new condo board has
to hire an appropriate engineering firm and carry an audit of the condition
of the building(s) for the purpose of the New Home Warranty Program
(or Tarion in Ontario).
During this audit, all a building’s systems and structural components
covered by the warranty act are inspected. The board or manager may
point toward areas that need closer scrutiny.
The resulting report will list deficiencies—just as builders do for suite
owners after they take possession of their unit. The builder then proceeds
to do repairs and adjustments. However, unavoidably, the builder
bargains on some issues (the most expensive ones) or refuses to go along
on other issues and appeals to the Tarion program. Boards can also appeal
and a mediation process may take place.
Therefore, at the end, some deficiencies may remain. Boards may bargain
with builders and eventually an agreement is reached. In some cases, in
lieu of remedying some deficiencies, builders may pay condos an agreed
upon sum of money with which condos will themselves carry out
adjustments. This entire process may take years and some corporations
end up suing the builder.
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Is suing the builder a good idea? Let’s first say that no one should have
to sue builders because we should all be better protected by Tarion and
the Condo Act. Second, these lawsuits rarely end in court and, when
they do, it can be several years after their initiation, perhaps at a cost of
over $60,000 or more. Out of court settlements are rarely totally
satisfactory and legal fees may remain. All of this represents monies that
could have been better spent for the condo itself. Some lawsuits are,
however, necessary and the condo’s law firm will advise accordingly.

Energy Saving Measures
Both federal and provincial governments currently offer grants for
condos that reduce their energy consumption by doing retrofits or adding
measures such as solar power. Cities may also have their own incentive
programs.
Energy savings measures are beneficial to the environment and are also
good business because a great deal of money can be saved.
What kinds of retrofits are worth it? Measures that save a lot of energy
and, thus, have a short pay-back period. “Short” generally means less
than 8 years, and, usually, pay-back occurs within 2 to 3 years. That is,
the monies spent on the retrofit will have been recovered in 2 to 3 years.

Easy and Inexpensive Measures
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1. Encourage residents to turn to CFLs or compact fluorescent lighting.
CFLs use 75% less energy than conventional bulbs and last much
longer.

CFLs currently contain a bit more mercury than conventional
bulbs and should be safely handled when they break. Pregnant
and breast-feeding women as well as small children should not
handle them. They are otherwise safe.
What to do if a CFL breaks? Open a window and leave the room for
about 15 minutes. Then, wearing gloves and with a paper towel, scoop
up the bits and throw them in a bag. On a carpet, use sticky tape to
pick up the bits. Vacuum and remove the bag. Double bag and place in
an outdoor thrash bin or bring downstairs to the superintendent.
Wash hands thoroughly.

Very shortly, probably within 6 years, it is expected that LEDs,
or light-emission diode bulbs, will replace CFLs, because these
bulbs burn much less energy than CFLs and last even longer.
Currently, LEDs do not produce sufficient light for an entire room
and are still very expensive.
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2. Educate residents about the merits of energy conservation with the
help of notices posted on a regular basis.
o Emphasize turning off lights, TV, and computers when not in
use;
o microwaving rather than using a conventional oven;
o doing the dishes and laundry only with a full load;
o using a rack to dry clothes;
o not leaving the frig door open too long.

The double message conveyed in these notices should be: Energy
conservation is good for the environment and saves money.
(People are receptive to this message...)
3. Also educate the staff about the merits of energy conservation so that
lights are turned off in the electrical, mechanical, and garbage rooms
upon leaving.
4. Completely turn off one or two elevators (when a building has at least
three) from midnight to 6 am.
5. If all the garbage rooms off corridors are along the same electrical line,
install a simple timer to turn lights off from 10 pm to 8 am—or
according to hours of use.
6. Educate residents and employees to use less water. Water is quickly
becoming an ever more expensive item on budgets. Occasionally,
place notices asking residents not to leave water running when they
rinse dishes, wash their teeth and hands.
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7. In the warm season, raise corridors’ cooling system to close to 25c.
During cold months, lower heating to about 18c. Corridors do not need
to be as cool or as warm as suites.
8. The pool and/or whirlpool heating can be shut down for a few hours
at night after a thermo cover has been installed to retain heat.
9. Depending on the type of ventilation system in corridors of a mid- to
high-rise building, some or all ventilation fans that force air into
corridors could be shut down for the night or part of the night. But this
can only take place if a timer can be installed or if a building
automation system exists.

As well, this can’t be done if, without pressurization, the end
result is that no air is flowing in naturally from these vents
themselves and other areas.
One easy way of testing for natural air flow when forced air is
shut down is to put a hand around a suite’s door; if air is flowing
naturally, one can feel it.
If this initiative is feasible, it can save several thousand dollars
each month both in electricity in all seasons and gas in winterP a g e 128
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depending on the size of the building and the number of forced
air units, as well as the condition of the motors.
But, in winter, when there is a spell of extremely cold nights,
especially on windy days, it is preferable to let fans work so that
the frigid weather does not stall motors when they restart in the
morning. In other words, managers have to be vigilant and follow
weather forecasts.
10. Where provincial legislation gives precedence over the Act, installing
individual smart meters in each condo that does not have them can
result in substantial savings. With this legislation, no amendment to
the declaration of a condo is necessary—no vote from owners
required.

Individual meters generally result in a 10 to 20% reduction in
electricity consumed by residents in their suites: Residents
become responsible for their consumption and no longer leave
lights or the TV on when they leave. They use ovens,
dishwashers, and laundry equipment more wisely.
Usually, electricity consumed in suites for all appliances and
lights constitutes about 25 to 33% of the electricity used in the
building. Therefore, smart individual meters save 25 to 33% of
the costs of electricity for the corporation's budget.
After smart meters are installed, owners’ fees are readjusted
downwardly on a pro-rated basis. This readjustment may take
place over a period of two years.
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11. Have all toilets in suites tested for flange leakage—this is a simple
procedure carried out by the superintendent or a plumber who throws
a colouring pill in the water tank. Requiring owners with leaky valves
to repair or replace them is the next step, otherwise a great deal of
water will be wasted.

Measures Requiring Some Funds
1. Changing lead boilers for hot water and heating to highly efficient
ones.
2. Retrofitting all lights in garages, corridors, and common elements.
3. Installing thermo covers for pool and whirlpool.
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The cover can be rolled manually (not difficult and less
expensive) or it can be automated (more expensive).
4. If the garage ventilation fans are on at all times, putting them on
carbon monoxide detectors can lower electricity costs substantially.
This initiative will also prolong the life of the motors.
5. Adding variable speed drives to the fans that bring air in the building.
This change may not be useful in saving energy and money in buildings
where air flow is already limited.
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6. A building automation system (BAS) may help the implementation of
some of the measures suggested above. This is a software system
installed in the management or superintendent’s office.

But such a system also carries disadvantages, mainly in terms of
initial price and costs associated with training managers or
superintendents. In residential condos, these automated systems
are often underutilized by managers, especially when there is a
high turnover rate. As a result, the savings that could be obtained
are not forthcoming.
These systems cost anywhere from $80,000 and upward—
substantial sums, especially when they are not properly used
afterwards. They can be expensive to maintain and particularly to
upgrade later on. As well, some condos keep upgrading their
system, each time requiring training for managers and, often,
these upgrades are not used.
7. When changing windows that break, have them replaced by energy
efficient ones.
8. Whenever feasible, pool water should be heated by solar energy.
Chemicals, or salt water, which is corrosive for pipes, can be replaced
by a UV sanitizing system. (Consult information contained in the
Readers Respond pages: Click here for Useful Tips for Buildings.)
9. Adding solar energy in general, although this item is still expensive and
the pay-back may still be quite long, may be considered. Many
governments provide incentives, including Ottawa’s Ministry of
Natural Resources.

P a g e 132
2014 ©Condo Services Agency

