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City of Vancouver
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Model Strata Lot Lease
Strata Property Act
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This document was largely prepared by knowledgable volunteers using information available from:
City and Provincial public documents and legislation;
Interviews with people either living in False Creek South or with some knowledge of the
historical context of the neighbourhood or the general subject of leasehold;
The 2010 arbitation process for those False Creek South strata owners who were paying their
lease costs on a month-to-month basis and were facing a large increase in fees; and
Leases held by owers in the various stratas.
Other documents posted on the Internet;
While reviewed by a lawyer, the information contained in this document is not to be taken as a legal
opinion.
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Introduction
This report is intended to provide as complete a record as possible
of available information and recorded history related to leasehold
ownership housing in Vancouver’s False Creek South (FCS)
neighbourhood.
The report’s goals are to
Clarify the relationships of all involved parties;
Clarify the various pieces of legislation, which, in sum,
define the governance structure of strata leasehold
properties in False Creek South;
Present a history of lease payment options in FCS;
Present some researched governance models that might
serve as an alternative to the current model with the City
of Vancouver along with a discussion of land valuation
methodology as it relates to past and future lease renewal
or extension;
Act as a source document for lease renewal negations.

The *RePlan Committee was created
in 2010 to “create a dialogue with the
City of Vancouver to establish a
process to preserve and enhance the
False Creek South community beyond
2036, enabling the community to
evolve and diversify in a way that is
sustainable for existing residents and
the City of Vancouver beyond 2036.”
(FCS leasehold terms run to 2036,
2040 and 2046.)
More information can be found at
www.falsecreeksouth.org/replan

Its primary audience are members of the *RePlan Committee of the False Creek South Neighbourhood
Association (FCSNA) and the *RePlan’s Strata Leaseholder Subcommittee, representing FCS strata owners.

www.falsecreeksouth.org/replan
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Strata Leases in False Creek South
History of FCS Development
Leading up to the 1970s, False Creek South was a declining industrial area. During the 1970s, civic
leadership in Vancouver transformed the area into a model of urban residential design. In Visions of False
Creek: Urban Development and Industrial Decline in Vancouver, Jacopo Miro summarizes the history of the
original FCS leasehold development1:
Planning for the redevelopment of False Creek began in 1968 when City Council instructed the
Planning Department to explore alternatives to the existing industrial uses. By November 1974, City
Council adopted the area development plan for the first phase of the False Creek South Shore
development, comprising 80 acres of land, and the plan focused on residential and recreational uses.
The City required that the land be leased, not sold, in order to ensure it remained under City control
and would be available as a single parcel for redevelopment.
The City took the role as manager and coordinator of all redevelopment occurring on its lands ... This
position allowed the City to play a major role in the redevelopment process … It took city authorities
six years, from 1968 to 1973, to agree upon and develop a concise set of land-use concepts and policies
for the redevelopment of False Creek. In that time, the City hired a number of consultants and created
a sophisticated network of planning groups to investigate development ideas for the area
…Collectively, these groups worked with other city departments such as Planning and Engineering
and drafted design proposals, commissioned development area studies, investigated financing
strategies, and deliberated over policy guidelines. In 1974, once the City had approved a
comprehensive plan for the redevelopment, it created the False Creek Development Group. Headed by
E. D. Sutcliffe, who had been acting as the project’s primary development consultant since 1973, the
False Creek Development Group’s main task was to guide the development of the land in accordance
with City policy … The project management team was expanded in 1975 to include Frank Stanzl
Construction Ltd. as the coordinating developer for market housing and commercial space, and
Thompson, Berwick, Pratt & Partners as the coordinating architect.
False Creek was developed as a mixed-use, medium density area with an extensive system of open and
public spaces. Redevelopment took place over three periods: Phase I from 1975 to 1976, Phase II from
1979 to 1982 and Phase III from 1982 to 1986 … The redevelopment created 1800 dwellings (including
rental, cooperative, and condominium), a third of which were developed as low income housing. The
accommodation scheme allowed for a mix of 25% families with children, 25% young and mature
couples, 15% elderly and 35% singles. It also incorporated a community centre, an elementary school
and two civic marinas, and live-aboard moorage.
In addition, city-owned land in False Creek was not sold to developers or other independent parties.
Rather, the City adopted a leasing policy. This strategy allowed the city to retain control of the land as
a single parcel for future redevelopment. Leases were provided for sixty years with ground rents to be
renegotiated every ten years.

1

Miro (2011)
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The illustration below shows the distribution of units by type in the original development (Phase 1 and
Phase 2). Limited dividend rental projects and controlled leasehold developments have since been
converted to market rental and market leasehold condominium projects.

Residential Strata Leases
Strata land leases at FCS are set for 60
years. The date of lease renewal
varies, depending on the date of
construction. Lease termination dates
appear on the table to the right. All
the leases contain terms to either
terminate or renew the leases at lease
end.
Today, there are 13 residential strata
corporations with a total of 669 strata
lots, all of which are market leasehold,
as well as three commercial stratas
around Leg-in-Boot Square (not
listed).

www.falsecreeksouth.org/replan

Units

Renewal

658 Leg-In-Boot Square-Strata VR552

18

2036

666 Leg-In-Boot Square-Strata VR551

36

2036

Spruce Village-Strata VR514

36

2036

Creek Village-Strata VR466

56

2036

Heather Point-Strata VR419

48

2036

Marine Mews-Strata VR442

50

2036

Market Hill Terrace-Strata VR588

30

2036

Alder Bay Place-Strata VR691

47

2040

Fountain Terrace-Strata VR1112

55

2040

Harbour Terrace-Strata VR1157

58

2042

The Lagoons-Strata VR 2096

89

2046

Mariner Point Strata

143

2046

609 Stamp's Landing

3

2036

Enclave Name
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Leasehold Properties
Governance of leasehold properties
1. Ground
Lease

All City of Vancouver properties in False Creek South were leased through a ground lease.
Generically, a ground lease gives exclusive possession of the land to the “tenant” during
the term of the lease. In the case of the FCS ground leases, the tenant is the developer of
the land. Through such a lease, virtually all rights of ownership are transferred from the
landowner to the lessee – the person holding the lease – for the duration of the lease and,
typically, the landowner retains only the interest in the land when the ground lease
expires. If the lessee builds a residential and/or commercial building, s/he will own the
building for the term of the lease and can transfer the interest in the lease and the building
at any time by assigning the lease to a third party. Both commercial and residential ground
leases exist in False Creek South. Ground leases were the leases in effect during the
development process and have no validity today.
Initially, to bring leasehold strata units to market in FCS, the strata lot developer leased

2. Model
vacant land, constructed multi-unit residential buildings, and filed strata plans with the BC
Strata
Land Title and Survey Authority, all with consent of the City of Vancouver, the freehold
Lot Lease owner. Upon filing the strata plan, the ground lease divided into separate leases for each
strata lot (i.e. the lot shown on a strata plan) and the Model Strata Lot Lease (MSLL) took
over as the governing lease for each strata unit. In BC, each strata lot in any particular
leasehold strata plan has an identical Model Strata Lot Lease. The MSLL defines the rights
of the lot owners at the end of the lease term, which is the same as the term of the original
ground lease. In short, the lessee has the right to use the land and the buildings for the
duration of the lease term. The strata corporation is not a party to the MSLL, but has
obligations under the Strata Property Act in connection with the maintenance and repair of
common property.
Strata enclaves In False Creek South have two Model Strata Lot Leases. Of the MSLLs we
were able to examine, the four earliest stratas, Heather Point, Creek Village, Marine Mews
and Spruce Village, have one MSLL, while the rest have another. While the headings in both
model lease articles are largely identical, the language of an article’s content can differ.
It should be noted that the earlier MSLL (for the first four stratas) does not include
references to the SPA with regard to lease renewal or termination, while the second
MSLL does.

Both types of leases are permitted by the leasehold strata provisions of the Strata Property Act (SPA) in
section 2032:
(1) The deposit of the leasehold strata plan operates as a conversion of the ground lease into
individual leases of the leasehold landlord’s interest in each strata lot, including its share in the
common property,
(a) in the form of the model strata lot lease attached to the ground lease, and
(b) granted to the owner developer by the leasehold landlord.
2

Sawyer (2013)
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(2) The conversion of the ground lease does not affect the obligations of the owner developer and the
leasehold landlord under the ground lease.
(The language of Strata Property Act regarding lease renewal and termination is discussed below)

3. Strata
Property
Act

After conversion, each strata lot is subsequently governed by the Strata Property Act. The
SPA takes precedence over the MSLL in a conflict, unless the SPA provision is expressly
subject to the lease. Where the SPA is silent, the MSLL governs. Therefore, the language of
both the legislation and the lease is important to strata leaseholders in FCS.

Lease, Land and Improvements
The lease is an instrument used to create the leasehold interests in the land and improvements. The
leaseholder(s), the strata corporation, the lessor, and the legislator are stakeholders in the governance
arrangement for FCS leasehold land.

Improvements

Land

Improvements

Once constructed, the leasehold strata unit and all improvements
are initially owned by the developer through the ground lease.
Once the strata plan is filed and a unit purchased, the purchaser(s)
of the unit own their unit and the right to lease the land for the
duration of the MSLL. The purchaser(s) also hold a proportionate
leasehold interest in the common property (grounds, building
structure and common areas) through the strata corporation.
The freehold interest in the land is owned by the lessor at all
times. All rights to use the land for the specific purposes defined
by the lease are given to leaseholders for the duration of the
lease. At the end of the term, ownership reverts back to the
lessor.

Land

Stakeholders’ Legal Roles and Responsibilities: Governance
The following stakeholders are involved in how strata leasehold properties are governed in BC:
1.

Provincial
government

2.

1. Provincial
Government
Legislation

Municipality
(as owner and lessor of
the land)

3.

Leaseholders

4.

False Creek South
Neighbourhood
Association

The Province creates the legislation that enables and governs strata
developments. It also provides municipalities with the authority to enter into
leasehold arrangements that contain residential strata developments. The
following acts are of particular importance to FCS leasehold land:
Strata Property Act (and previous Acts)
Local Government Act, Community Charter, Land Title Act, and
Vancouver Charter
Other enabling legislation

www.falsecreeksouth.org/replan
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The Strata Property Act
The BC Housing website notes that “the Strata Property Act, regulations and the strata corporation's
bylaws and rules provide the legal framework under which all strata corporations must operate in British
Columbia. This legal framework is also affected by judicial decisions from court cases and other
legislation”3. The government's role is limited to creating and updating strata legislation, and does not
include intervention in a strata corporation's affairs or providing legal advice.
The first Act regarding strata title appeared in 19664. The second, the Strata Titles Act of 1974, was in
force when the FCS enclaves were developed. By 1998 when the third generation, the Strata Property Act
of 19985, was legislated, this 1974 Act was going by the title of the Condominium Act. The 1998 Strata
Property Act remains in force today and supersedes all preceding Strata Acts.
The Strata Property Act (SPA) applies to FCS strata owners. Part 12 of the SPA, titled Leasehold Strata
Plans, is of particular relevance to strata leaseholders. The Act is written in clearer, less legal, language
than the previous Acts, but the content is virtually the same as the 1974 Act. The sections of the 1998 Act
related to renewal or purchase at the end of lease are:
210
211
212
214
216

Renewal of strata lot lease
Renewal terms
Renewal of fewer than 2/3 of strata lot leases
Purchase of leasehold tenant's interest on termination
Conversion to freehold strata plan

The full text of these sections are:
210: Renewal of strata lot lease
1) A strata lot lease may be renewed at the option of the leasehold landlord.
2) A renewal of a strata lot lease must be for a term of at least 5 years.
3) The leasehold landlord must, at least one year before the expiry of the strata lot lease, give notice
in writing to the leasehold tenant that the leasehold landlord has elected:
(a) to renew the strata lot lease for the renewal term specified in the notice, or
(b) not to renew the strata lot lease.
4) If the notice is not given under subsection (3), the leasehold landlord must renew the strata lot
lease for a term of 5 years.
5) If the election is not to renew, the leasehold landlord must purchase the leasehold tenant's
interest in the strata lot under section 214.
211: Renewal terms
1) A renewal of a strata lot lease must be on the same terms as the current strata lot lease, except
that the term of the strata lot lease and the rent may be changed.
2) The rent must be that share of the current market rental value of the land included in the strata
plan, excluding all buildings and improvements, apportioned to the strata lot in the proportion
3

Government of British Columbia (2016)
BCLI (2012)
5
Queen’s Printer (1998)
4

www.falsecreeksouth.org/replan

6

White Paper: Historical and Legal Context for False Creek South Strata Leases

3)

4)

that the most recent assessed value of the strata lot bears to the total of the most recent
assessed values of all the strata lots included in the leasehold strata plan.
Agreement on the rent for the renewal period must be reached by the beginning of the renewal
period unless expressly provided otherwise in the strata lot lease, or agreed to in writing between
the leasehold landlord and the leasehold tenant.
Despite section 175, if agreement on the rent is not reached under subsection (3) of this section,
the rent must be determined by arbitration under the Arbitration Act.

212: Renewal of fewer than 2/3 of strata lot leases
An election to grant renewals to fewer than 2/3 of the strata lot leases in the leasehold strata plan is
ineffective unless before delivery of the notices under section 210 (3)
(a) the leasehold landlord gives to each leasehold tenant a written notice specifying the strata lot
leases that will not be renewed and the strata lot leases that will be renewed, and
(b) each of the leasehold tenants whose strata lot leases are to be renewed consents in writing to
fewer than 2/3 of the strata lot leases being renewed.
214: Purchase of leasehold tenant's interest on termination
1) The leasehold landlord must purchase a leasehold tenant's interest in the strata lot on the
termination of the strata lot lease.
2) The purchase price must be arrived at as of the date the strata lot lease terminates and must be,
(a) if a basis for calculating the purchase price was set out in the strata lot lease or in a schedule
filed with the leasehold strata plan, the price calculated on that basis, or
(b) if a basis for calculating the purchase price was not set out in the strata lot lease or a schedule,
the fair market value of the leasehold tenant's interest in the strata lot evaluated, in accordance
with the regulations, as if the strata lot lease did not expire.
3) The leasehold landlord may change the basis for calculating the purchase price of the strata lots
set out in a schedule if
(a) the leasehold tenants consent to the change by a resolution passed by a unanimous vote at an
annual or special general meeting, and
(b) an amended schedule is filed in the land title office, accompanied by a Certificate of Strata
Corporation in the prescribed form, stating that the resolution referred to in paragraph (a) has
been passed and that the amended schedule conforms to the resolution.
4) Unless expressly provided otherwise in the strata lot lease or agreed to in writing by the leasehold
landlord and the leasehold tenant, the purchase price under subsection (2) (b) must be
determined, despite section 175, by arbitration under the Arbitration Act if the leasehold landlord
and the leasehold tenant have failed to agree on the purchase price by 30 days before the date
the strata lot lease expires, or 30 days after the date of a termination under section 213 (2).
5) The leasehold landlord must purchase the leasehold tenant's interest in the strata lot within 30
days after the earlier of
(a) the date the purchase price is agreed to, and
(b) the date the purchase price is determined by arbitration referred to in subsection (4).
216: Conversion to freehold strata plan
1) When the leasehold landlord transfers the fee simple estate in each of the strata lots included in a
ground lease to each of the leasehold tenants and the registrar registers each leasehold tenant as
the fee simple owner of their strata lot described in the strata lot lease,

www.falsecreeksouth.org/replan
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(a) the strata plan continues as a strata plan and the land shown on the strata plan is not subject to
a ground lease,
(b) the strata corporation continues as if it were originally created by deposit of a strata plan that
was not a leasehold strata plan,
(c) the strata lot lease ceases to exist and the leasehold tenant and the leasehold tenant's
successors in interest cease to be liable for the performance of obligations in the strata lot lease,
(d) any charge in existence against the leasehold tenant's interest immediately before the
registration of the fee simple becomes a charge against the fee simple estate acquired by the
leasehold tenant, and, if the charge was registered, the registrar must register it against the fee
simple title, and
(e) any schedule of restrictions filed under section 206 is repealed and the restrictions set out in it
cease to apply.
2) The registrar may register the fee simple title in the strata lot only if the registrar has
(a) received a similar application for registration in respect of all leasehold strata lots included in the
leasehold strata plan, and
(b) determined that all the applications are registrable.

1974 Strata
Titles Act

Here is the similar lease termination and lease renewal language from the 1974
Strata Titles Act,6 the Act that applied to FCS stratas at their inception:

Lessor's right to purchase strata lot (Section 54)
1. The lessee's interest in his strata lot shall be subject to the right of the Crown or other lessor to
purchase that interest at the date of termination or non-renewal of the ground lease.
2. Where the Crown or other lessor exercises its right to purchase under subsection (1), the purchase
price of the lessee's interest in his strata lot shall be
a. the price calculated on the basis set out in a schedule filed with the leasehold strata plan; or
b. if clause (a) does not apply, its fair market value, and, for the purposes of assessing its fair
market value, the interest in the strata lot shall be evaluated as if the lease did not terminate,
and the purchase price shall be arrived at as of the date of termination or non-renewal of the
lease.
3. Notwithstanding subsection (2), the Crown or other lessor under the lease may, if the strata
corporation consents by unanimous resolution, change the basis of calculation of the purchase
price of the strata lots as set out in the schedule, and shall thereupon file the amended schedule
with the Registrar.
Renewal of lease
1. Where, at the termination of the lease, the Crown or other lessor renews the lease, the lease shall
be renewed for a term of not less than five years, and any subsequent renewals shall be for a term
of not less than five years.
2. The Crown or other lessor shall give notice of its intention to terminate or to renew the lease, or
any subsequent renewal thereof, at least one year prior to the date of termination of the lease.

6

Province of British Columbia (1974). Note that this Act is not retrievable online but was obtained via the Housing
Policy Branch, Province of British Columbia in August 2015. A digital copy can be shared upon request.
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3.

Where the Crown or other lessor fails to give the notice required under subsection (2), or fails to
purchase the strata lot under section 54, the lease shall be deemed to be renewed for a term of
five years.

Changes to the
wording of
various Acts

The 1974 Strata Titles Act (and the original FCS strata lot leases), stated that, “The
LESSEE’s interest in the STRATA LOT shall be subject to the right of the LESSOR to
purchase that interest at the date of termination or non-renewal of this Lease”, in
keeping with provisions in the 1974 Strata Titles Act. This means that the City had
the “right” but no “obligation” to purchase. The developer of early FCS strata units,
Frank Stanzl Construction Ltd, negotiated an addition to the original Lease which
imparted an “obligation” on the City to purchase the lessee’s interest upon the
termination or non-renewal of the lease. That “obligation” was enshrined in an
amendment to the Strata Titles Act in 1977. That “obligation” remains in force and is
to be found in Section 214(1), Part 12 of the current Strata Property Act.7

Local Government Act, Vancouver Charter and other enabling legislation
In Canada, all municipal policies must be rooted in power granted to the municipality by a provincial
government. For the City of Vancouver, these powers are found in the Vancouver Charter, a provincial
statute regulating how the City governs, how it operates, what bylaws it has powers to impose, and how it
sets budgets8.
Section 565.2 of the Vancouver Charter provides enabling legislation for City Council to enter into a
housing agreement for affordable housing, which may be important to “Exploring Alternative Lease
Renewal Options”. The housing agreement would govern the type of tenure, any restrictions on
occupancy (e.g. an upper limit to household income; a seniors residence), administration of the units, and
the rent, lease or sale price that can be charged for units.
Any housing agreement requires a covenant on title. The power of the City to enter into such a covenant
is described in Section 219 of the Land Title Act. A covenant can affect the use of the land and the use of a
building on (or to be built on) the land. A covenant must not discriminate based on sex, race, creed,
colour, nationality, ancestry or place of origin.

2. Municipality as
Landlord and
Government

The Strata Property Act defines who can be a lessor with residential strata
leases. According to Section 199, this right is granted only to “the government
of British Columbia, the government of Canada, a municipality, a regional
district, a Nisga'a Village or the Nisga'a Nation, a treaty first nation or another
public authority as defined by a regulation made under this Act”.

Consequently, the City of Vancouver can be a leasehold landlord. It receives one-time or continued
payments for leasing its land to strata owners. The nature of payments is outlined in the ground lease
and, after the strata plan is filed, the MSLL. Various subsections of the MSLL and the SPA govern the
obligations and rights of different parties for circumstances such as the default of an owner, outstanding
7
8

B.W.Fodchuk (2015): Personal Communications. Fodchuk Law Corp. (formerly with Russell & DuMoulin)
https://cityhallwatch.wordpress.com/city-hall/vancouver-charter/
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liens and encumbrances. The municipality, in this sense, does not differ from any commercial lessor
bound by a contractual agreement between two parties for the duration of the contract.
The role of government, however, is twofold, as the City is required to act in the interest of all of its
residents in dealing with its assets, including its land base. As a result, it is standard City practice – while
not legally defined – to assess the “highest and best use” and demonstrate a process of due diligence on
assessing a property's optimal development potential, before moving to action. “Highest and best use” is
generally defined as the highest financial return. When the City disposes of land, it has to charge full
market value for its land unless there is a public purpose for providing a discount as defined by its policies.
Two current public purposes where the City of Vancouver has the ability to charge less than market value
are:
Non-Market Housing: The clearest public purpose is providing housing for low and moderate income
households. Thus, it is likely that the co-ops and not-for-profit housing societies in FCS will be able to
negotiate a reduced land lease if this will enable the provision of affordable housing to a target
demographic.
Affordable home ownership models: A number of jurisdictions in the province have developed
housing programs that require the development of affordable ownership housing to provide a mix of
incomes in their communities. Local examples include Whistler, Langford, and Simon Fraser
University. These approaches provide relevant models for strata leaseholders in FCS. “Affordable
ownership” refers to discounting the cost of a home to a buyer, who then takes a similar discount
upon selling, thereby sharing any gained equity with the lessor of the land.
Charging less for the use of public land in exchange for attaining a public purpose equates to the City
providing a grant. Indirect vehicles for providing such grants, as defined in the Vancouver Charter (Section
523 and others), are to:
Provide nominal leases, tax breaks and Development Cost Levy (DCL) relief to social and supportive
housing projects.
Lend money, guarantee a loan, or sell or lease on municipal land for below market rates, if a housing
agreement and covenant are registered on the property title.
For affordable home ownership projects, a covenant is written into the deed, restricting the return on
equity to the seller to keep the unit affordable and make the benefit more than just for the original buyer.
Covenants also require the sale of the unit to an eligible purchaser. Eligibility usually includes household
income to be below a specified amount.

www.falsecreeksouth.org/replan
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3. Leaseholders:
Strata
Corporations
and Owners

The leaseholders are comprised of the owners of a strata leasehold building, who
also form a strata corporation. Stratas themselves are self-governed through a
strata corporation and its strata council. While the lease adds another layer of
governance, the day-to-day operations of a leasehold strata corporation function
much like freehold strata operations9.

Strata Corporations
Under the Strata Property Act, the mandatory role of the strata corporation in a leasehold strata plan is to
maintain the buildings and common areas.
Section 208 of the SPA requires the strata corporation to:
(a) perform its duties under this Act, which include…
(b) obtain and maintain insurance and pay premiums on behalf of the leasehold tenants to the extent
that the leasehold tenants are required to do so under their strata lot leases
(c) repair and maintain the common property and common assets of the strata corporation on behalf
of the leasehold tenants to the extent and standard that the leasehold tenants are required to do
so under their strata lot leases
Under the SPA, “(1) An owner must repair and maintain the owner's strata lot, except for repair and
maintenance that is the responsibility of the strata corporation under these bylaws,” and “(2) An owner
who has the use of limited common property must repair and maintain it, except for repair and
maintenance that is the responsibility of the strata corporation under these bylaws.”
The strata corporation is required to keep buildings and services in good condition under both the SPA
and the lease. If the corporation fails to do so, the City of Vancouver has the right under the MSLL to enter
the property and buildings and do the work at the corporation’s cost.
Further, the buildings must be in good shape when surrendered to the City at the end of the lease.
However, the ability to fulfill the requirements of the lease to "put and keep in good order" may be
contingent on the ability to borrow capital, either by the corporation or by individual owners through a
special levy. Capital borrowing requires a long enough period to guarantee sufficient cash flow to repay
the loan, which is increasingly an issue for leaseholders who can amortize borrowing only for a period of
five years less than the remaining lease term.
The Strata Corporation does not have an obligation to advocate for the renewal of a lease or to raise
strata fees or special levies for such a purpose. It may, in any case, serve as an informal conduit to
individual owners in advocating for a lease renewal. The SPA does permit a strata corporation to expend
money for common expenses for "any purpose" relating to the common property of strata owners, and
this purpose is not restricted to the physical building provided that it is to be to the benefit of strata
owners. Therefore the Strata Corporation can raise money to assist with ensuring a fair lease end
settlement with the City.10
9

Government of British Columbia (2016)
The strata corporation can raise funds in one of two ways:
(1) A line item in the budget presented by the strata council to the Annual General Meeting (AGM). Since the
lease renewal process will take between two to three years, funds to *RePlan are expected to be a recurring

10
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Strata Leasehold Owners
At the point of incorporation, the terms of the ground lease are superseded by the MSLL and Strata
leaseholders have to observe the terms and conditions contained herein11. Thereby, each owner has
ownership over the improvements on the lot registered in the Land Title Office, as well as the right to use
common areas and the obligation to pay annual strata fees and property taxes to the municipality.
An extensive consultation process during the planning of the FCS community
led to the creation of an interim residents’ council that became the Residents’
Association. This association was given a special role in being the intermittent
communicator between the residents and the City post-occupancy. The
association, which was to become the False Creek South Neighbourhood
Association, was thought of as “being responsible for the overall management
and physical maintenance of the community, and for making representations to
civic and other organizations on matters pertaining to the community as a
whole.”12
Pursuing this mandate, the FCSNA has continued to serve the community as an intermediary on local
traffic management, landscaping, safety, and other community activities for the last 40 years. FCSNA is
comprised of representatives from all of the co-operative housing and strata title enclaves located on FCS
leased land or water.

4. The False Creek
South
Neighbourhood
Association

In 2010, the FCSNA formed the *RePlan Committee to address issues arising from the approaching
termination of land leases. Since then, *RePlan has focused on providing relevant information to, and
receiving input from, the community, and working collaboratively with the City to develop options to:
Assist each tenure groups and/or individual leaseholders to resolve issues surrounding renewal of
their leases;
Seek City Council approval of a sustainable community plan supported by most FCS residents, which
meets the needs of those who live, work and visit the area, and achieves important City-wide
objectives; and
Investigate options for the area’s future governance.
Spanning the entire community, the FCSNA is in the unique position to advocate on behalf of all strata
owners and is a player in the governance of FCS lands as a result. Still, it is important to note that the
FCSNA is not in a legal position to represent leaseholders. The FCSNA holds an advocacy, not a negotiating
role, and ultimately every leaseholder has to make their own decisions about renewing the lease.

annual expenditure over this period. The expenditure each year must be voted on and passed at each AGM
by a simple majority vote (Strata Property Act Article 103: Budget requirements)
(2) The strata corporation may also raise money from the owners by means of a special levy in which case the
levy must be approved by a resolution passed by a 3/4 vote at an annual or special general meeting (Strata
Property Act Article 108: Special Levy)
11
Queen’s Printer (1998): Section 205
12
City of Vancouver (1976): 22
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FCS Lease Payments and Arbitration
Original Lease Payment Options
During the first phase of the False Creek South development, ten market residential projects with 435
units were developed, with the first leases commencing in 1976. A second and third phase of construction
was finalized in the late1980s. The original purchasers of units constructed during the first phase were
given several options by the project developer to prepay the lease in full or to select one of 12 periodic
payment schemes. Subsequent purchasers were locked into the payment plan chosen by the original
buyer. A total of 59 leaseholders originally opted to prepay their leases. Typically, rents for the monthly
leaseholders were set for the first 30 years of the lease; then to be reviewed on 10-year intervals for the
next 30 years. However, along the way the City offered further pre-payment options that were taken up
by a number of owners. By the 30-year point in 2006, the series of prepayment offers over the years had
reduced the number of those paying monthly to 118 strata owners in seven enclaves.

Timeline of Prepayment offers to FCS residents prior to 200613
Beginning
in 1976

Late 1980s

1989

1992

1993

13
14

Original purchasers of strata units were given the option to prepay leases or pay by a
periodic scheme, of which a number were offered. Subsequent purchasers were locked into
the payment plan of original owner. 59 leaseholders chose to prepay.
Strata corporations in FCS informed City Council that owners of non-prepaid leases were
experiencing difficulties financing or selling units, due to uncertainty around future land
rent increases. The corporations asked Council to:
a) Determine if an equitable formula could be devised to calculate the prepayment
amount for the remainder of their lease terms; and
b) Provide a methodology for periodic adjustments to this formula, thereby, providing a
lessee with an expedient process to establish the prepayment amount at any time in
the future.
City Council hired Burgess Austin to study prepayment options; Council reconfirmed it
would not consider the conversion of leasehold to freehold in False Creek South.
“In the late 1980's, lessees of non-prepaid units began to experience difficulty in financing
or selling their units. In 1992, City Council approved the concept of modifying the strata lot
leases to permit prepayment.”14
Council retained Burgess Austin and Associates and Nilsen Realty Research to collectively
prepare an independent estimate for lease prepayment; public consultations occurred
during process. Consultations heard from FCS residents as well as other city residents.
City staff supported the appraisers’ recommended estimates for prepayment. Appraisers
concluded prepayment amounts were fair to both City and individual lessees as:
a) The amounts provided the City with a reasonable return on its investment;
b) Individual lessees could take advantage, through the prepayment program, of
refinancing at favourable rates; and
c) Individual lessees had the benefit of greater certainty regarding the marketability of

Timeline derived from: Maitland (2001), Flanigan (2006), Flanigan (2007)
Flanigan (2007): 4.
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units.
Prepayment amounts totalled $16,237,408
Average prepayment: $43,185
Individual prepayment figures depended on:
view
unit size
current land values
interest rates
lease rent option chosen by the original purchaser
The new option was offered to 376 non-prepaid units effective July 1, 1993 for two years.
Council approved a two-year extension at the 1993 prepayment rates.
City recalculated prepayment offers to take into account market inflation.
New prepayment offers took effect January 1998 for two years; Council later approved a
six-month extension.
2000
Council approved extending the right to prepay at the 1997 rates for 18 more months.
12/31/2001 Prepayment program ended.
1995
1997
1998

Arbitration Process begun in 2006
In 2006, the City was faced with the challenge of setting the new monthly lease rates in a real estate
climate that had significantly increased in value in the previous 30 years, with the largest increases
occurring between 2002 and 2006.
In the fall of 2006, the City hired an independent appraiser to provide an opinion of the market rents to be
charged for the next ten years to the 118 units up for rent review. In a report to Council on October 3,
2006, the Director of Real Estate Services reported that Grover Elliot had completed the appraisals to
determine market rental value and recommended Council approve the proposed new rents, which it did.
On average, the new rates were a 700% increase over the original rents set 30 years before.
A majority of affected owners objected to the new rents. In an April 2007 briefing book to Council, these
owners declared that the City had breached its obligation to negotiate with the owners in setting new
rents. The then Director of Real Estate Services rejected this charge, stating that, “Although the City did
not meet the timeline proposed, the City was not in breach of the lease as other lease provisions prevailed
while the appraisers completed their report.”15 The City and leaseholders involved in the arbitration each
hired their own appraisers and legal advisors to determine the new land lease rents for the next 10 years.
The City used a methodology based on market land values and the leaseholders used the methodology set
out in the original leases – market rental values.
In the end, after many meetings and a protracted set of negotiations over three years, the City declared
on May 4, 2009 that it would go to arbitration and the owners agreed to arbitration as well.
The City and the owners each appointed an arbitrator to sit on the Arbitration Panel, with a third member
chosen by the two appointed arbitrators. The panel held its first procedural conference on February 9,
2010. They met again in August and November of 2010 to hear from expert witnesses from both sides. It
15

Flanigan (2007): 6

www.falsecreeksouth.org/replan

14

White Paper: Historical and Legal Context for False Creek South Strata Leases
was obvious from the methodology employed by these expert witnesses that finding comparable rental
values to the leasehold situation at FCS was almost impossible.
At the end of 2010, the Panel ruled on a rent increase that landed between the appraisal figures of the
City and the owners.
In conclusion, the Arbitration Panel’s findings on valuation set an important precedent, but did not
directly inform the valuation methodology used for the latest prepayment offer from the City, which was
delivered to the owners just before the panel sat for the first time in January 2010. Although this
prepayment offer was sent out prior to the Arbitration ruling, the date for acceptance was postarbitration so that people had the choice to prepay or accept the arbitrated monthly rents. While
residents were given the choice, in reality the new prepayment offer was structured to create a significant
incentive for people to prepay, this being much cheaper to finance compared to paying the new monthly
rents. In the end almost all the 118 owners took the prepayment offer. To the best of anyone’s
knowledge, only three or four owners continue to pay on a month-to-month basis.

Timeline of negotiations with City re rent review for those paying month to month for their
leases
2006

2007

Rent review occurred for those paying month-to-month for leases. In letters informing the
owners of the new rental rates, the City stated it would offer a prepayment option. Grover
Elliot hired as appraisers.
An Administrative Report from Michael Flanigan, then City Director of Real Estate Services,
listed four pre-payment options for units still paying month-to month. Each option was
based on a different formula:
1. Estimated prepayment amounts based upon Grover Elliot appraised rents
(discounted at 7.5%)
2. Estimated prepayment based on 2001 offer, indexed by five-year average growth of
land assessment values
3. Estimated prepayment based upon indexing the 2001 prepayment amount at 10%
4. Estimated prepayment based on Grover Elliot estimate less 25%16
“Staff has concluded that it is not possible to implement a new prepayment option at this
time without settling the market value of the leaseholds (that is, without determining the
current market rents) as these new rents will have a direct impact on the methodology
informing the prepayment option.”17

Jan. 2010

16
17

Month-to month owners went to arbitration to settle the difference between what they
proposed as fair rent increases for monthly payments and what the City proposed. The
City’s prepayment offer was delivered to owners just prior to the Arbitration Panel
beginning its deliberations. The offer was almost triple the prepayment offer of 1998,

Flanigan (2006): Appendix C
Ibid p. 10
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Dec. 2010
Dec. 31,
2012

18

calculating that real estate had risen on average 7% per year over the 12-year time
period.18 The offer was also non-negotiable, but changes were permitted to reflect errors
made by the City’s appraisers with regard to factors such as unit size.
Arbitration Panel ruled on a rent increase between the appraisal figures of the City and the
owners.
The January 2010 offer of prepayment expired. From anecdotal evidence, it appears that all
but three or four owners took up the offer.

Brenner et al. (2010)
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Lease End and Lease Renewal – Processes and Valuation
The City of Vancouver can choose to manage the renewal of FCS leases in one of three ways:
1) Lease
Termination
(see below)

The City, pursuant to Section 2014 of the SPA, could refuse to negotiate a lease
renewal and instead trigger a buy-out of the leaseholders’ interest. This approach
would involve interpretation of the language of the current leases. The City has hired
assessors to recommend models for valuation at termination and decided to
recommend to the province that they use the “New South Wales” approach and
incorporate it into the SPA as a regulation. (see Appendix 4 for the New South Wales
model.) City staff have suggested that they believe it is important to define through
regulation through the SPA the meaning of termination language before moving on to
lease renewal.

2) Market
Renewal
(page 21)

The City could exercise its right to renew under Section 210 of the SPA at market
(rental) rates and under typical market terms. If so desired, the City could offer a
deferment program to mitigate hardship, such as exists for seniors who can defer
paying their property taxes until they sell their home, or another program. The MSLLs
and the SPA also state that if the parties cannot agree on the renewal rent, they will go
to arbitration.

3) Renewal
under
different
terms
(page 25)

For example, the City could offer a form of lease renewal that would achieve
“affordable” home ownership. This could involve discounting the lease renewal costs in
exchange for one or more public purposes, such as sharing the appreciation in equity
upon resale with the City, and/or restricting ownership to groups in need and/or
focused on housing for the workforce etc..
It is possible that this option would require renewing leases under different terms from
those in the Strata Property Act. The implication of this is discussed in the next chapter:
Exploring Alternative Options for Lease Renewal.

Lease Termination
Variations to the FCS Model Strata Lot Leases
Prior to the amendment that altered the MSLL and SPA language, going from the City has the right to
purchase to the City must purchase, four stratas had a common model lease, one that subsequently
differed from the model lease assigned to the rest of the stratas. Of the 10 MSLLs available to be
examined, the following is the breakdown.
Model Lease 1
VR
Lease
Model Lease 2 VR # Lease
Original lease
#*
expiration
expiration
Heather Point
Marine Mews
Creek Village
Spruce Village

419
442
466
514

2036
2036
2036
2036

www.falsecreeksouth.org/replan

666 L&B Square
658 L&B Square
Market Hill
Alder Bay Place
Stamps Landing
Lagoons

551
552
588
691
909
2096

2036
2036
2036
2040
2036
2046
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*the lower the VR number the earlier the registration of the development at Land Titles.

With regard to lease renewal and lease termination, the MSLLs contain four relevant sections:
Section XXI: Surrender of Lease
Section XXIII: Overholding (i.e. payment of rent after expiration if lease is not renewed)
Section XXIV: Renewal of Lease
Section XXV: Purchase of Lessee’s Interest in the Strata Lot
See Appendix 1 for details of these sections

Lease Termination Language
This section covers the language of lease termination in the FCS MSLLs and in the Strata Property Act and
touches on the City’s need to clarify the language.

FCS Strata Leases

Article XXV of the MSLLs defines the purchase of the LESSEE’s interest in the
strata lot upon termination of the lease. The wording of this Article varies
between in the two MSLLs operating in FCS.

MSLL #1: Article XXV
RIGHT TO PURPCHASE
The LESSEE’S interest in the STRATA
LOT shall be subject to the right* of
the LESSEE to purchase that interest at
the date of termination or non-renewal
of this lease.

MSLL #2 Article XXV
PURCHASE OF LESSEE’S INTEREST IN STRATA LOT
(a)Special provisions concerning the purchase of the
LESSEE’s interest in the STRATA LOT by the LESSOR are
contained in sections 5419 and 55(4)20 of the STRATA TITLES
ACT and except as otherwise provided in section 24.01 (b)21
the provisions of sections 54 and 55(4) apply to this lease;
the parties hereto agree to confirm with and be bound by
the said provisions so far as they relate to this lease.
(b) Upon the termination of this lease or any subsequent
renewal thereof by effluxion22 of time without formal
renewal or under section 632(2) of the STRATA TITLES ACT
the LESSOR shall* purchase the LESSEE’S interest in the
strata lot.

(*Our bolding)

19

Section 54 of the 1974 Strata Titles Act concerns itself with right to purchase, with purchase price and its
calculation, and that the lessor could change the basis of calculation if it has the unanimous consent of the strata
corporation.
20
Section 55 of the 1974 Strata Titles Act concerns itself with the renewal term, notice of intent to terminate or
renew and what happens in case of failure of notice.
21
Article 24.01(b) concerns the conditions, terms and rent payment should the LESSEE elect to renew the lease.
22
Effluxion means the passing of time, in particular when leading to the expiration of an agreement or contract.
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In any event, both earlier and later MSLLs are now governed by Section 214 of the SPA which states that
the leasehold landlord “must purchase a leasehold tenant’s interest in the strata lot on termination of the
strata lot lease.” (See next section).
Both, the leases and Section 214 of the SPA state that the purchase price of the LESSEE’s interest in the
STRATA LOT shall be at “fair market value.” Both, the leases and the SPA call upon an arbitrator if
agreement cannot be reached to determine fair market value and state that for the purpose of assessing
the purchase price at fair market value the LESSEE’s interest in the STRATA LOT shall be determined or
arrived at as if the lease did not terminate or expire.
While it is clear that upon termination, lessees are to be paid the fair market value of their interest in the
strata lot and that fair market value is determined as if the leases did not terminate, neither the MSLLs
nor the SPA have a conclusive definition of what exactly the leaseholder’s “interest” in the said strata lot
are, and what is meant by “as if the lease did not expire”. It also does not include a basis for calculating
the purchase price.
Strata Property Act

MSLL section XXV refers to the Strata Titles Act. In the Strata Property Act of
1998, it is now Section 214 of that Act that describes what must occur if a lease is
not renewed. It again uses the term: “fair market value”:

(1) The leasehold landlord must purchase a leasehold tenant's interest in the strata lot on the
termination of the strata lot lease.
(2) The purchase price must be arrived at as of the date the strata lot lease terminates and must be,
(a) if a basis for calculating the purchase price was set out in the strata lot lease or in a
schedule filed with the leasehold strata plan, the price calculated on that basis, or
(b) if a basis for calculating the purchase price was not set out in the strata lot lease or a
schedule, the fair market value of the leasehold tenant's interest in the strata lot evaluated, in
accordance with the regulations, as if the strata lot lease did not expire.
(3) The leasehold landlord may change the basis for calculating the purchase price of the strata lots set
out in a schedule if
(a) the leasehold tenants consent to the change by a resolution passed by a unanimous vote at
an annual or special general meeting, and
(b) an amended schedule is filed in the land title office, accompanied by a Certificate of Strata
Corporation in the prescribed form, stating that the resolution referred to in paragraph (a) has
been passed and that the amended schedule conforms to the resolution.

In the case of False Creek South, Section 214(2)(b) will govern what happens at the end of the term of the
lease if the City were to choose not to renew the lease, given the absence of a basis for calculating the
purchase price in the MSLL. However, the language in the SPA is substantially the same as in the MSLLs
and may not afford a clear direction.

www.falsecreeksouth.org/replan
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One possible interpretation of section 214 is that fair market value “as if the lease did not expire” means
the equivalent of freehold value. This is obviously not attractive to the City, which considers that it should
be required to pay only for the improvements.
According to the former COV Manager Penny Ballem and former director of
Real Estate Services, Michael Flanigan, the City has asked the Province to clarify
the language in Section 214 of the SPA via regulation enacted through a
provincial order in council.
Section 292 of the SPA enables the Lieutenant Governor in Council to make regulations “respecting the
evaluation of the fair market value of a leasehold tenant's interest for the purposes of section 214.” The
Office of Housing and Construction Standards, specifically the Housing Policy Branch at the provincial
Ministry of Natural Gas Development and Responsible for Housing, is responsible for the latest review,
initiated in 2015.
Clarifying regulation
needed for valuation

The beginning of this review effort dates back to January 2010. In a letter to month-to-month owners
offering the 2010 prepayment plan, then Director of Real Estate Services for the City, Michael Flanigan,
informed owners that Council had:
“Instructed City Legal Services to work with the Province to review concerns raised by
leaseholders about the rights and obligations of the City as landlord at the lease expiry date
pursuant to the Strata Property Act. As the 60-year term of each ground lease is now a few years
beyond the mid-point of such term, it is timely for the City to review the ground leases and the
existing legislative framework to determine if it would be appropriate to amend the ‘purchase of
termination’ provisions contained in such ground leases of it and if any legislative amendment
would be appropriate.”
This language was repeated in the Mayor’s letter of March 12, 2015 to residents of FCS:
“City staff, with the help of experts, have reviewed global best practices and are now in the
process of reviewing the findings with officials in the provincial government. It is clear from our
review that the Province will need to play a key role in determining how these issues will be
resolved through necessary changes to the Strata Property Act and its accompanying regulations.
When discussions with the Province have resolved a way forward, it would be my expectation
that consultations with strata leaseholders will take place before any changes to the Act or the
regulations. I will be sure to provide you with an update on the status of these discussions in early
May. Of note, this issue does not affect the co-op or non-profit lands that are governed under
separate provincial legislation.”
During the period 2010-2015, the City hired third party experts to research precedents from other
jurisdictions with similar characteristics. According to the City and research undertaken by the False Creek
South Neighbourhood Association, precedents to inform the procedure for valuation of leaseholders’
interest at lease termination do not exist in other jurisdictions across Canada. For this reason *RePlan, the
City of Vancouver and the Province have investigated precedents in other commonwealth nations.
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Lease end language from Model Strata Lot Leases for buildings at SFU and UBC
The process of transferring and valuing remaining rights from the lessee back to the landlord at the end of
the lease varies according to the specific lease terms in the Model Strata Lot Lease (which is identical for
all units in a building). The following language is contained in the leases of more recent strata leasehold
developments at SFU and UBC.
Verdant @ Simon Fraser University

UBC Properties Trust @ University of British Columbia

Market Lease Renewal
Current Process for Negotiating Renewal
If the City of Vancouver chooses to renew FCS leases, Section 210 and 211 of the Strata Property Act detail
one procedure for lease renewal. Renewal under Section 210 is under the unilateral option of the City and
Section 211 restricts the City’s ability to modify the MSLL in this process:
(1) A renewal of a strata lot lease [under section 210: our insertion] must be on the same terms as
the current strata lot lease, except that the term of the strata lot lease and the rent may be
changed.
(2) The rent must be that share of the current market rental value of the land included in the
strata plan, excluding all buildings and improvements, apportioned to the strata lot in the
proportion that the most recent assessed value of the strata lot bears to the total of the most
recent assessed values of all the strata lots included in the leasehold strata plan.
(3) Agreement on the rent for the renewal period must be reached by the beginning of the
renewal period unless expressly provided otherwise in the strata lot lease, or agreed to in writing
between the leasehold landlord and the leasehold tenant.
(4) Despite section 175, if agreement on the rent is not reached under subsection (3) of this
section, the rent must be determined by arbitration under the Arbitration Act.

www.falsecreeksouth.org/replan
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Rental Land Valuation
Normal commercial practice is to base a lease renewal upon a land rent calculation. Lease costs vary in
accordance with the estimated land value of the location, the size of the home, length of the lease
(typically 20, 40, 60 or 99 years), and a calculation of the borrowing cost to the borrowing agency,
regardless of the methodology.
The rental land valuation methodology used in the 2006-2010 arbitration process between FCS
leaseholders and the COV for owners paying month-to-month set a precedent for future rent valuation.
Unit SL10, VR419 was used as the arbitration’s test case. David Martin, a lawyer and the former owner of
this unit explains thusly:
The rent review arbitration ruling was not a binding court decision, but is the best legal ruling
available on the topic of False Creek South land rent. The chair of the arbitration panel was a wellrespected Supreme Court Judge. Any discussion of what it should cost to renew the lease for strata
leaseholders will have to take the arbitration ruling into account.
The rent review arbitration was a contest between two expert views on how to make the calculation.
The City's expert said the calculation should be based upon market land value (multiplied by the rate
of interest): a conventional investment return calculation. The leaseholders’ expert said the
calculation should be based on the market rent for the said lands. The position of the leaseholders’
expert carried the day, meaning that market land value is not to be considered, but rather market
rental value.
According to the arbitration panel’s decision, the False Creek South land rents are not to be based
upon the value of the land, nor on price of land or units, but rather on prevailing monthly rents for
units, with building and operating costs backed out, so the remaining monthly rent cost (the "land
residual") would be identified as the land rent. For example:
Monthly rent
Amortized building construction cost
Ongoing operating cost
Land rent

$ 2,000
- $ 700
- $ 400
$ 900

2010 City of Vancouver Prepayment Offer
Thus, the new rents arising from the arbitration process were calculated on a fictional “market rental
model,” as if the buildings were 100% market rentals and not home ownership leasehold strata. The
arbitration ruling resulted in a significantly lower assessment of land rental values than proposed in the
2006 Grover Elliot Report (which were based on market land value). Still, the arbitration process resulted
in a calculation that was higher than the final Council prepayment offer in 2010, which used a different
methodology.

www.falsecreeksouth.org/replan
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The COV methodology is set out in the corresponding 2010 Council report, which to date remains
sensitive. The methodology can therefore not be further assessed. This methodology could be seen as a
precedent to determine future lease renewal costs if leaseholders and the City are able to negotiate a
lease renewal without arbitration.
We know that the January 2010 Council prepayment offers were tied to the last prepayment offers made
in the 1990s/early 2000s, not on the arbitrated rents. The methodology was predicated on taking the old
prepayment amounts from the late 90s and updating them by BC Assessment inflation to calculate the
2010 offers. This was more beneficial to leaseholders than the alternative of projecting out new monthly
rents and putting a "present value" on them back to 2010.
Using this methodology, the new prepayments were below the Grover Elliot appraisal estimates, because
the prepayments were significantly cheaper to service (through commercial lending) than paying the new
monthly rents (established through arbitration).

Early Market Lease Renewal
Under the SPA, the City may unilaterally renew a strata lot lease on notice given at least one year prior to
the expiry of its term. In order to provide certainty for the market regarding the future land rents, FCS
leaseholders can work towards an early lease renewal. In the context of FCS, early lease renewal can
mean a variety of things:
(1) Early lease renewal at the same terms: The City may force renewal on the existing terms simply by
issuing a S.210 renewal notice early. The costs are then only incurred when the new lease comes into
effect. While the terms, incl. the use of a rental value methodology, remain, the payment method,
such as a prepayment program can be permitted by the City and thereby allow some room for
affordability. The challenge with such an agreement is that the future price may not be predictable
enough to allow for market certainty. Within this option, each leaseholder is bound by the early lease
renewal once the City gives notice. If leaseholders do not wish to accept it, their only option is to sell
their unit on the open market.
(2) Early lease renewal and early payment: A second option, within the same parameters of renewal
under the same terms as outlined in (1), would be to also start paying for the new lease at an earlier
point in time. This version of an early lease renewal considers the value of money in the future, taking
into account that “money available at the present time is worth more than the same amount in the
future. This is due to its potential earning capacity. This core principle of finance holds that, provided
money can earn interest, any amount of money is worth more the sooner it is received, also referred
to as "present discounted value”23. This could be achieved within a Section 210 renewal by the City
offering to accept discounted prepayment or by lease modification.
The lease could also be renewed at different terms than currently present in the SPA/MSLL. This will be
explored in more detail below.

23

Investopedia (2016)
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BC Assessment Authority (market land valuation)
The methodology used by the BC Assessment Authority applies to FCS leasehold strata buildings for the
purpose of deriving property tax payable. However, it does not apply for the purpose of arriving at lease
renewal costs. The leases and the SPA, supported by the arbitration process, are clear in stating that a
market rental valuation is to be used.

Current Market Sales
The selling price of units is irrelevant for the valuation of land, because lease renewal cost is based on a
land rent calculation.
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Exploring Alternative Lease Renewal Options
Affordable Lease Renewal
One of the principles developed by *RePlan in consultation with the community is to: “Provide residents
with an affordable option to remain in the community beyond lease expiry dates. Certainty around lease
renewal is a priority in moving forward.”
While the earlier arbitration process with the City of Vancouver determined that strata leasehold renewal
is not to be evaluated based on market freehold values, a negotiation based on market rental values
would still be expensive for many FCS leaseholders. Anecdotal evidence from the community through
*RePlan consultation, as well as responses to the Strata Leaseholders Subcommittee 2014 survey of strata
owners, suggests many in the community would find it either impossible or very difficult to pay for a
strictly market-based transaction. FCS residents are looking for affordable, equitable methods to pay for
the right to continue living on this land.
According to the City of Vancouver in 2007:24 “… market units were never intended to further social
diversity objectives of the City. Rather, the City has an extensive program promoting social diversity in
False Creek through the provision of non-market housing and co-ops.” Since 2007, however, affordability
in the City has become increasingly acute. In April 2016, the Affordable Home Ownership Pilot Program
was approved in principle by the City Council of Vancouver.25
*RePlan hopes to include a made-in-FCS solution to enrich the range of possible strategies for the COV,
such as shared equity or targeted affordable home ownership (described in more detail below) through
the renewal of leases.
Prior to outlining examples from other jurisdictions that introduced affordable home ownership models, it
is important to explain the current challenges and opportunities of early lease renewal and the value
comparison of leased property to that of freehold.

Land Lease Discounts Compared to Freehold Valuation
From a purely economic perspective, strata title developments on leased land do not have the same
economic value as freehold strata developments. The value is restricted by the uncertainty arising from
the landlord’s ability to curb owners’ rights to continue to use the land at the end of the lease term.
Because of this, practice has evolved to value the ground lease and thereby enable its transfer. In Canada,
a 99-year lease has typically been considered the equivalent, or near equivalent, of freehold value, due to
the considerably long term. Historically, lease periods of less than 99 years have been negotiated at
discounts. Two examples that have been applied in BC are:
A 60-year lease results in a 25% discount on appraised freehold value. This principle has been applied
to hundreds of 60-year leases from the City of Vancouver and BC Housing for housing co-operatives
24
25

Flanigan (2007)
City of Vancouver website
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and housing operated by non-profit societies. This discounting procedure is also recognized by the
Canada Housing and Mortgage Corporation (CMHC)26.
In the COV, a 40-year lease results in a 50% discount on appraised freehold value.27
In 2005, a 20-year lease renewal to the Helen’s Court Housing Cooperative was also discounted at 50%.
The payment scheme involves annual rent payments over the renewal term. The discount from market
rent was to permit the co-op to house low income households:
“This report recommends that the lease between the City and Helen’s Court
Housing Co-operative be amended to allow the co-op to extend the lease by 20
years with additional annual rent to be paid during the lease extension equal to
50% of the freehold market value of the site, as if vacant, multiplied by the
City’s cost of borrowing, with the additional rent to be determined at
commencement of the extension term and reviewed 10 years later…Fifty
percent of freehold market value reflects the restriction on the use of the
project to a mix of market and subsidized rental housing, and will ensure that
the current level of affordability provided by the co-op can be maintained.”28
If the negotiated lease period for a new lease in FCS is less than 99 years, these precedents should apply
before any discount applied to units in an affordable ownership program should be discussed (see below).

(Early) lease renewal under different terms
The lease could be renewed at different terms than currently present in the SPA/MSLL. This can only be
achieved if the SPA is amended to specify different terms for a unilateral renewal by the City under
Section 210, or if the City and individual leaseholders agree to modify the MSLL terms on a unit by unit
basis.
A more radical approach, such as offering loans at less than fair market value, can only be achieved, if
a. Local government is granted the power to develop affordable ownership housing on
publically owned land. Presently municipalities cannot give grants to home owners (see:
Municipality as Landlord and Government and section below) and do not have the power
to restrict resale prices other than through housing agreements (in form of a covenant)
(see: Local Government Act, Vancouver Charter and other enabling legislation).

26

CMHC (2016a)
Giglio, S. et al. (2015): “*In other jurisdictions] 100-year leaseholds are valued 10–15% less than otherwise identical
freeholds; leaseholds with maturities of 125–150 years are valued 5–8% less than freeholds.”
28
Gray (2005). It is important to note that Helen’s Court Housing Co-op, in exchange for a discounted lease, agreed
to a lease agreement that details the affordability requirements in the housing co-operative.
27
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b. In addition, any new program outside the existing strata leasehold framework would
require all leaseholders and the landlord to agree to the termination of their existing
leases for the benefit of entering into a new longer-term agreement at different terms29.
It may be possible, if the City has statutory authority to do so, to offer lease modifications to leaseholders
that combine an extension of the lease term and a restructuring of the rent for the extended term that
includes some form of affordability enhancement. Please refer to the next section.

Models for Affordable Home Ownership Programs
Other jurisdictions and projects offer sample models that might serve as ways to achieve affordable
ownership through the conversion of some or all of existing FCS stratas, through new housing developed
on residual lands along 6th Avenue, and/or on infill locations within the community.
These models use a Community Land Trust to act as the lessor and administrator of the housing. One trust
maintains affordability by imposing a “cost of living” cap on return upon sale – in this case the Consumer
Price Index (CPI) – while the other two impose a prescribed discount from market at sale, also known as a
“shared equity” model.

CPI Model:
Toronto Islands
Residential
Community Trust
Corporation

In 1993, the Toronto Islands Residential Community Stewardship Act created a Land
Trust that enabled islanders to purchase 99-year land leases from the Trust. Prior to
this, leaseholders on two of the islands, Ward and Algonquin, had fought for more
than 15 years to keep Metro Toronto from expropriating and demolishing their
homes to create a park. During negotiations with a provincial government that was
finally amenable to the leaseholder’s desires to keep their homes, the residents
raised the option of a Community Land Trust, using the Champlain Housing Trust in
Burlington, Vermont as an example. This model was accepted and adapted to suit
the Islands.

The Trust's mandate is set out in an Ontario provincial government act and is complemented by a
Memorandum of Understanding (MOU) between the Trust and the Minister of Municipal Affairs and
Housing. The mandate of the trust includes the following responsibilities:
Managing the land and other buildings and structures on the land for the benefit of the residential
community on the Toronto Islands and the public.
Operating the buildings and structures for the benefit of the public and ensuring the public has
reasonable access to them.
Managing the sale of houses, land leases and vacant land leases.
Raising sufficient revenues to carry out the objects of the Trust, including maintaining a waiting list of
people who wish to purchase land leases when they become available. (This Purchasers' List contains
up to 500 positions.)
29

Bill 40 which received royal assent in November 2015 provides for “...changes to the Strata Property Act, and
related legislation, to make it easier for owners to terminate a strata corporation. Owners would be able to
terminate a strata corporation by an 80% vote of all owners instead of the previous unanimous voting requirement.”
BCLI (2015).
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There are currently 262 homes in the Trust. Island homes and leases may only be bought and sold through
the Trust:
Prices for homes and leases are regulated. The value of the land leases is set by the legislation.
Currently, the purchase price of a lease is approximately $50,000 or $66,000, depending on the
island. The lease cost is a one-time payment. On resale, the lease cost is adjusted by a formula based
on CPI for each year the seller lived in the home.
The value of a house is established through a regulated appraisal and inspection process, and is
based solely on the construction costs of the building. (Lot size and location are not factors.)
Homes are sold only to people on the Purchasers’ List.
Homeowners may not bequeath or otherwise pass on their homes to anyone other than spouses and
children.
The Trust is managed by a board that currently consists of six members appointed by the provincial
government and two members elected by Islands’ homeowners.
The Trust is entirely self-financing and operates debt and deficit free; there are no operational
subsidies from any level of government to the Trust or the community:
o
o

65% of the Trust's income is paid directly by an annual levy charged to each Island leaseholder.
The rest of the budget is made up from rental income collected on Trust buildings and
administrative fees. (NB: The islands are recreational destinations and have community buildings
in addition to the homes.)

The municipality continues to collect revenues over the 99-year lease period because it receives a
portion of the proceeds from every lease resale.
Similarities to FCS: The Trust Lands are located in a single geographic area with one governance structure.
Differences to FCS: Dwellings are all single family homes.

Shared Equity Model:
Champlain Housing
Trust, Burlington,
Vermont

The Champlain Housing Trust (CHT) was founded in 1984 and is the largest
community land trust in the US (and winner of the prestigious United Nations
World Habitat Award in 2008). CHT was established to address housing
affordability problems and as a vehicle for urban renewal projects to revitalize,
rather than decimate, decaying city neighbourhoods. The portfolio presently
includes 2,200 rental units including 125 units located in five co-ops, and 500
units of resale-controlled ownership housing, as well as commercial rental
space.

The Champlain Housing Trust:
Refurbishes existing housing
Acquires land and housing
Constructs new housing
Sells or rents the housing

www.falsecreeksouth.org/replan

28

White Paper: Historical and Legal Context for False Creek South Strata Leases
Creates amenities such as parks and day care facilities
Rents community facilities to an individual or corporate entity
Retains ownership of underlying land in a perpetual ground lease (in 2008, lessees paid $35 per
month for the lease of the land)
CHT is governed by a board of 15 trustees:
Five trustees live in the service area but not on Trust land;
Five represent local government and others who speak for the public interest; and
Five are elected by home owners, renters and co-op members living in properties on CHT land,
one from each tenure and two at large.
Affordable Ownership Housing in the Champlain Housing Trust
Leases in the CHT for ownership housing run for 20 years and are renewable “at the sole discretion of the
Lessee for as long as the grass grows and the water runs.”30 In 2008, Lessees paid $35 per month for the
lease of the land. (A state statute stipulates that leases can be no longer than a single generation,
considered to be 21 years in Vermont. The CHT decided to use 20 years as their lease period.)
When an owner wants to sell, a buyer is found and then the accommodation is sold back to the Trust. The
seller receives what s/he put into the home + 25% of any increase in the appraised value.
Similarities to FCS: CHT contains a mix of housing types, co-op, rental and ownership
Differences to FCS: Properties are not contiguous, but are spread out over the regional area; CHT brings in
new land, which is unlikely to occur with a potential FCS Community Land Trust; new housing would occur
on land that is already a part of the leasehold area

Limited Resale
Model: Verdant at
Simon Fraser
University

SFU Community Trust, in partnership two other organizations, developed the
60-unit Verdant complex to provide affordable, family-oriented ownership
options for SFU faculty and staff. Affordability was created by the Trust
reducing the cost of the land, providing a cost-conscious marketing program,
and forgoing the typical developer’s high profit of margin. Units at Verdant
were originally sold and are resold at 20% below the appraised market price at
time of sale.31

Unlike a land trust model, the Verdant approach would not necessarily entail either the dissolution of the
existing stratas or the transfer of titles to a new owner. It could be implemented on a unit by unit basis,
voluntarily.

30
31

Champlain Housing Trust (2009): 11
CMHC (2016b), Vancity Enterprises (2006)
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Other Affordable
Home Ownership
Schemes of Interest

32

1. Calgary - Attainable Homes Calgary Corporation (AHCC) is a non-profit,
wholly owned subsidiary of The City of Calgary that delivers entry-level
homes for Calgarians. Through the Attainable Home Ownership Program,
they connect builders, developers, lenders, lawyers and others to bring
down the upfront costs of ownership so qualifying Calgarians can buy their
home with a $2,000 down payment. When the owner to refinances or sells
home on the market, a share of the appreciation goes back into the
program to fund more developments.32
2. UK - Housing Associations provide a scheme whereby one buy’s a share in
the home, 25-75% of the home’s value and then pays rent on the remaining
portion.

Attainable Homes website
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Appendix 1 –Model Strata Lot Lease (MSLL) Articles on Lease End,
Renewal and Purchase of Lessee’s Interest in the Strata Lot
This section relates to
FCS Strata Leases

Article XXV of the MSLLs defines the purchase of the LESSEE’s interest in the
strata lot upon termination of the lease. The wording of this Article varies
between in the two MSLLs operating in FCS.

The wording in Article XXI: Surrender of Lease and XXIII: Overholding are identical in the two versions of
the MSLLs in FCS.

1) Article XXI: Surrender of Lease
Section 21.01
At the expiration or sooner determination of the TERM, unless this lease is renewed provided in
Article XXIV, the LESSEE shall surrender the STRATA LOT (including the interest of the LESSEE in any
COMMON FACILITY) to the LESSOR in the condition in which it was required to be kept by the LESSEE
under the provisions of this lease, except as herein otherwise expressly provided and Article XXV
Purchase of Lessee’s interest in the strata lot. While the subjects of these articles are identical and
while Article XXI has the same title in both MSLL in FCS, Article 25 has differed titles. The original
MSLLs title Article XXV as Right to Purchase, while the second MSLL entitles that Article Purchase of
Lessee’s Interest in Strata Lot and the language included is also different.

2) Article XXIII: Overholding
Section 23.01
The LESSEE covenants and agrees with the LESSOR that if the LESSEE shall hold over and the LESSOR
accept rent after the expiration of the TERM, unless this lease is renewed as provided in Article XXIV,
the new tenancy thereby created shall be a tenancy from month to month at the monthly rent paid by
the LESSEE in respect of the last month of the TERM, and not a tenancy from year to year and shall be
subject to the covenants and conditions herein contained so far as the same are applicable to a
tenancy from month to month.
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Articles XXIV (Renewal of Lease) and Article XXV (which lays out purchase of the tenant’s interest in the strata lot at lease termination) are not
identical in their wording.

3) Article XXIV: Renewal of Lease
Original Model Strata Lot Lease
Section 24.01
(a) Unless this lease is terminated by forfeiture or default the LESSOR
shall give to the LESSEE notices of its intention to terminate or to
renew this lease or any subsequent renewal thereof, at least one
(1) year prior to the termination of this lease or any subsequent
renewal thereof.
(b) Where, at the termination hereof, the LESSER renews this lease,
this lease shall be renewed for a term of not less than five (5)
years, and any subsequent renewals shall be for a term of not less
than five (5) years.
(c) Where the LESSOR fails to give the notice required under section
24.01 (a) or fails to purchase the LESSEE’s interest in the STRATA
LOT under Article XXV, this lease shall be deemed to be renewed
for a term of five (5) years.
(d) Where the LESSOR gives notice of its intention to renew this lease
or any subsequent renewal thereof of fails to give the notice
required under section 24.01 (a) or fails to purchase the LESSEE’s
interest in the STRATA LOT under Article XXV, the LESSOR shall
execute and deliver to the LESSEE two copies of a renewal of this
lease for a further term of not less than five (5) years from the
expiration of this lease or any subsequent renewal thereof subject
to the covenants, provisions and agreements as are herein
contained, mutates mutandis,33 and at a rent determined as
follows, that is to say.
The rent payable by the LESSEE during each renewal term shall be
such annual sum as may be agreed upon in writing by and

Model Strata Lot Lease 2
Section 24.01
(a) Special provisions concerning the renewal of this lease by
the LESSOR are contained in section 55 of the STRATA TITLES
ACT and except as otherwise provided in section 24.01(b) the
provisions of section 55 apply to this lease; the parties hereto
agree to conform with and be bound by the said provisions so
far as they relate to this lease.
(b) Where the LESSOR elects to renew this lease or is deemed
to have elected to renew the same under section 55 of the
STRATA TITLES ACT the renewal shall be on the same terms
and conditions as are herein contained, mutatis mutandis,
except that the term shall be five (5) years unless the LESSOR
elects to renew for a longer period and the rent shall be
determined as follows, that is to say,
(i) the rent payable by the LESSEE during each renewal
term shall be such annual sum as may be agreed upon in
writing by and between the LESSOR and the LESSEE,
provided however that if the LESSOR and the LESSEE do
not agree in writing upon the rent for any renewal term at
least six (6) months prior to the end of the TERM or six (6)
months prior to the end of the renewal term immediately
preceding the renewal term the rent for which has yet to
be determined, the rent for such last-mentioned renewal
term shall be that share of the current market rental value
of the SAID LANDS apportioned to the STRATA LOT in
accordance with the schedule filed under section 3(1)(g) of
the STRATA TITLES ACT at the date which shall be six (6)

33

Mutatis mutandis is a phrase of frequent practical occurrence, meaning that matters or things are generally the same, but to be altered, when necessary, as to
names, offices, and the like.
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Original Model Strata Lot Lease
between the LESSOR and the LESSEE, provided however that if
the LESSOR and the LESSEE do not agree in writing upon the
rent for any renewal term at least six (6) months prior to the
termination of this lease or the renewal term immediately
preceding the renewal term the rent for which is yet to be
determined, the rent for such renewal term shall be the market
rental value of that part of the SAID LANDS comprised in the
STRATA LOT and its share of the COMMON PROPERTY at the
date which shall be six(6) months prior to the end of the TERM
or the renewal term immediately preceding the renewal term
the rent for which has yet to be determined and such market
rental value shall be determined by arbitration. The arbitrators
shall within the said six (6) month period appraise and
determine the market rental value of that part of the SAID
LANDS comprised in the STRAT LOT and in its share of the
COMMON PROPERTY and if the arbitrators shall not have
determined such market rental value within the said six (6)
month period, the LESSEE shall pay to the LESSOR during the
renewal term rent as provided in section 24.01(d)(ii). The
LESSEE covenants and agrees to pay the annual rent as so
calculated for each renewal term in twelve (12) monthly
instalments in advance, on the first day of each month in each
year during each renewal term, PROVIDED HOWEVER that
should the date upon and from which such rent first begins to
accrue be a date other than the first day of a month, such rent
shall be apportioned accordingly as to the first and last months
of the renewal term. In determining the market rental value of
that part of the SAID LANDS comprised in the STRATA LOT and
in its share of the COMMON PROPERTY pursuant to this Article
XXIV, the arbitrators shall exclude from such determination the
value of the BUILDINGS and all other structures and
improvements in and upon such parts of the SAID LANDS (as if
the same were unimproved) and shall determine such market
rental value on the basis that such pares of the SAID LANDS
www.falsecreeksouth.org/replan

Model Strata Lot Lease 2
months prior to the end of the TERM or six (6) months
prior to the end of the renewal term immediately
preceding the renewal term the rent for which has yet to
be determined and such market rental value shall be
determined by arbitration. The arbitrators shall within the
said six (6) month period appraise and determine the
current market rental value of the aforesaid part of the
SAID LANDS. If the arbitrators shall not have determined
such current market rental value within the said (6)month
period, the LESSEE shall pay to the LESSOR during the
renewal term pending such determination rent as
provided in section 24.01 (b) (ii) . The LESSEE covenants
and agrees to pay the annual rent as so determined for
each renewal term in twelve (12) monthly instalments in
advance, on the first day of each month in each year
during each renewal term, provided however that should
the date upon and from which such rent first begins to
accrue be a date other than the first day of a month, such
rent shall be apportioned accordingly as to the first and
last months of the renewal term. In determining the
current market rental value of the aforesaid part of the
SAID LANDS pursuant to this section 24.01(b), the
arbitrators shall exclude from such determination the
value of the BUILDINGS in and upon the SAID LANDS (as if
the same were unimproved).
(ii) If the annual rent at any time payable under any
renewal of this lease is subject to a revision which is
dependent upon a determination to be made pursuant to
the provisions of this section 24.01(b) but which has not
then been made, and if consequently, the amount of the
revision of the rent cannot be ascertained within the time
limited herein, the LESSEE shall, pending the making of the
computation, continue to pay monthly instalments
calculated at one-twelfth (1/12) of the annual rent payable
33
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Original Model Strata Lot Lease
may only be used for the purposes set forth in this lease.
(ii) If the annual rent at any time payable under and renewal of this
lease is subject to a revision which is dependent upon
determination to be made pursuant to the provisions of this
section 24.01(d) but which has not then been made, and if,
consequently, the amount of the revision of the rent cannot be
ascertained within the time limited herein, the LESSEE shall p,
pending the making of the computation, continue to pay monthly
instalments calculated at one0twelfth (1/12) of the annual rent
payable in the last year of the TERM or any subsequent renewal
thereof, as the case may be, and when the revised annual rent has
been ascertained, the LESEE shall pay to the LESSOR the amount, if
any, by which the monthly instalments of the revised annual rent
payable prior to the date thereof exceeds the amount actually paid
between the termination of this lease or any subsequent renewal
thereof, as the case may be, and the final determination of the
revised annual rent, together with interest at the rate of three per
cent (3%) per annum above the average prime lending rate of the
main branches of the chartered banks of Canada carrying on
business in the City of Vancouver on such excess amount of the
LESSOR shall credit the LESSEE against future instalments of
annual rent with any overpayment, together with interest at the
rate of three per cent (3%) per annum above the average prime
lending rate of the main branches of the chartered banks of
Canada carrying on business in the City of Vancouver on such
overpayment.
Section 24.02 Delivery of Renewal of this lease

Model Strata Lot Lease 2
in the last year of the TERM or any subsequent renewal
thereof, as the case may be, and when the revised annual
rent has been ascertained, the LESSEE shall pay to the
LESSOR the amount, if any, by which the monthly
instalments of the revised annual rent payable prior to the
date thereof exceeds the amount actually paid between
the termination of this lease or any subsequent renewal
thereof, as the case may be, and the final determination of
the revised annual rent, together with interest at the rate
of three per cent (3%) per annum above the average prime
lending rate of the main branches of the chartered banks
of Canada carrying on business in the City of Vancouver on
such excess amount or the LESSOR shall credit the LESSEE
against future instalments of annual rent with any
overpayment, together with interest at the rate of three
per cent (3%) per annum above the average prime lending
rate of the main branches of the chartered banks of
Canada carrying on business in the City of Vancouver on
such overpayment.
(c) When the rent has been determined (by agreement or
arbitration) for any renewal of this lease under section 24.01
(b) the LESSOR shall prepare, execute and deliver to the
LESSEE not less than three (3) copies of the renewal of this
lease in a form acceptable for registration in the Vancouver
Land Registry Office and the LESSEE shall execute the renewal
lease, attend to the registration thereof and deliver an
executed copy of the same to the LESSOR. All fees for the
registration of the renewal of this lease in the Vancouver Land
Registry Office shall be borne by the LESSEE.

Upon the LESSOR executing and delivering to the LESSEE a renewal of
this lease pursuant to the provisions of section 24.01 (d) the LESSEE
shall execute the renewal of this lease and deliver an executed copy of
the same to the LESSOR.
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4) Article XXV: Purchase of Lessee’s Interest
Original Model Strata Lot Lease: Right to Purchase
Section 25.01
(a) The LESSEE”S interest in the STRATA LOT shall be subject to the
right of the LESSOR to purchase that interest at the date of
termination or non-renewal of this lease.
(b) Where the LESSOR exercises its right to purchase under section
25.01 (a), the purchase price of the LESSEE”S interest in the STRATA
LOT shall be its fair market value and, for the purposes of assessing
its fair market value the interest in the STRATA LOT shall be
calculated as if the lease did not terminate and the purchase price
shall be arrived at as of the date of the termination or non-renewal
of this lease.
(c) If, pursuant to section 7.0134, the BUILDINGS are deemed to be
destroyed, this lease shall be deemed to have terminated and the
LESSOR shall purchase the interest in the STRATA LOT as provided in
section 25.01 (b).
(d) Where the LESSOR exercises its right to purchase under section
25.01 (a) or is required to purchase under section 12.01 (c) and the
LESSOR and the LESSEE cannot agree upon the purchase price of the
LESSEE’S interest in the STRATA LOT within sixty (60) days (or such
extended period as the parties may mutually agree upon) following
the termination of this lease or any subsequent renewal thereof, as
the case may be, then the purchase price shall be the fair market
value of the LESSEE’S interest in the STRAT LOT as determined by
arbitration and for the purposes of assessing its fair market value,
the interest in the STRATA LOT shall be calculated as if this lease did
not terminate and the purchase price shall be arrived at as of the
date of the termination or non-renewal of this lease.
(e) Subject to section 24.01 (a) the LESSOR may give notice to the
LESSEE at any time during the TERM or any renewal thereof of its

Model Strata Lot Lease 2: Purchase of Lessee’s Interest in Strata Lot
Section 25.01
(a) Special Provisions concerning the purchase of the LESSEE’S interest
in the STRATA LOT by the LESSOR are contained in sections 54 and
55(4) of the STRATA TITLES ACT and except as otherwise provided in
section 24.01(b) the provisions of sections 54 and 55(4) apply to this
lease; the parties hereto agree to conform with and be bound by
the said provisions so far as they relate to this lease.
(b) Upon the termination of this lease or any subsequent renewal
thereof by effluxion of time without formal renewal or under
section 62(2) of the STRATA TITLES ACT the LESSOR shall purchase
the LRSSEE'S interest in the STRATA LOT. The purchase price of the
LESSEE'S interest in the STRATL LOT shall be its fair market value as
agreed between the LESSOR and the LESSEE. If the LESSOR and the
LESSEE cannot agree upon the purchase price of the LESSES'S
interest in the STRATA LOT within 60 days (or such extended period
as the parties may mutually agree upon) following the termination
of this lease as aforesaid then the purchase price shall be the fair
market value of the LESSEE’S interest in the STRATA LOT as
determined by arbitration. For the purposes of assessing such fair
market value and in furtherance to the provisions of the STRATA
TITLES ACT the LESSEE’S interest in the STRATA LOT shall be
determined:
(i) as if this lease did not terminate,
(ii) on the basis that the STRATA LOT is free of all liens, charges
and encumbrances,
(iii) on the basis that the SAID LANDS may be used only for the
purposes set forth in this lease, and the purchase price shall be
calculated as of the date of termination of non-renewal of this lease.

34

Section 7.01 is entitled: Deemed destruction of the buildings, and conveys who may deem a building destroyed and compensation forthcoming. This section is
also present in the second MSLL but with different wording that again refers to sections of the Strata Titles Act.
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(f)

(g)

(h)

(i)

intention to exercise its right to purchase the interest of the LESSEE
in the STRATA LOT at the date of termination or non-renewal of this
lease.
The purchase price of the LESSEE’S interest in the STRATA LOT shall
be paid less all arrears of BASIC RENT, taxes and ADDITIONAL RENT,
if any, not later than thirty (30) days after the purchase price shall
have been determined pursuant to this Article XXV.
All adjustments of interest, rents, taxes, rates and all other matters
subject to adjustment as between the LESSOR and the LESSEE under
this lease shall be made to the date of payment of the purchase.
Where the LESSOR exercises its right to purchase under section
25.01 (a) or is required to purchase under section 25.01 (c) and the
purchase price shall have been determined pursuant to this Article
XXV, then the LESSOR shall pay the purchase price together with
any adjustments all determined as aforesaid to the LESSEE and the
LESSEE upon such payment by the LESSOR shall convey to the
LESSOR a good safeholding and marketable title to the LESSEE’S
interest in the STRATA LOT by good and sufficient deed of
conveyance. The LESSEE shall deliver without cost to the LESSOR the
said deed of conveyance and all other documents and instruments
required in order effectively to convey the LESSEE’S interest in the
STRATA LOT to the LESSOR and to effect registration thereof in the
Vancouver Land Registry Office so that upon completion of such
registration the LESSOR shall be the registered owner of the
LESSEE’s interest in the STRATA LOT free and clear of all and any
restrictions, exceptions, reservations or charges.
In the event that subsequent to the date on which the LESSOR
exercises its right to purchase the STRATA LOT as aforesaid, the
STRATA LOT or any portion thereof shall be damaged by fire or
other casualty any insurance monies resulting from loss or damage
to the STRAT LOT or any portion thereof purchased by the LESSEE
and not applied in accordance with the terms of this lease shall be
turned over to the LESSOR upon completion of the sale.

(c) The purchase price of the LESSEE’S interest in the STRATA LOT shall
be paid less any amounts owing to the LESSOR by the LESSEE and
any amounts paid by the LESSOR to satisfy any MORTGAGE,
encumbrance, lien, judgement, taxes or other charges registered in
the Vancouver Land Registry Office against this lease and any other
normal Adjustments not later than fifteen (15) days after the
purchase price shall have been determined pursuant to this ARTICLE
XXV (either by agreement or arbitration)and in exchange for which
the LESSEE shall deliver without cost to the LESSOR a deed of
surrender and conveyance of the LEESSEE’s interest in the STRATA
LOT in form acceptable to the LESSOR and such as to effectively
surrender and convey to the LESSOR all of the interest, right and
title of the LESSEE in the STRATA LOT together with vacant
possession of the STRATA LOT.
(d) In the event that subsequent to the date on which the LESSOR is
obliged to purchase the STRATA LOT hereunder, the STRATA LOT or
any portion thereof shall be damaged by fire or other casualty any
insurance monies or right to insurance monies resulting from loss or
damage to the STRATA LOT or any portion thereof required to he
purchased by the LESSOR and not applied in accordance with the
terms of this lease shall be turned over to the LESSOR upon
completion of the sale.

Notwithstanding anything contained in this lease other than as required
www.falsecreeksouth.org/replan
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by the section 25.01(c) the LESSOR shall not be obligated to purchase
the interest of the LESSEE in the STRATA LOT except upon the expiration
by effluxion of time of the TERM or any renewal of this lease and until
the LESSOR obtains vacant possession of the STRATA LOT.
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Appendix 2 – Relevant Council Decisions on Leasehold in False Creek
South
June 2007: Rent Review and Lease Prepayment Schedule – False Creek
Residential Leasehold Properties
Note: The following excerpts detail the decisions from the City of Vancouver Administrative Report (RTS
No.: 6444), dated June 26, 2007, authored by Michael Flanigan35
RECOMMENDATION
A. THAT Council approve the revised allocation of rental amounts set out in column B of Appendix B for
strata subdivisions VR442 and VR466 to correct an oversight that ensures the lease calculations for these
strata subdivisions are based on unit entitlement and not tax assessment ratios and that the Director of
Real Estate Services give notice to the individual residential lessees in VR442 and VR466 of the revised
rents.
B. THAT the Director of Real Estate Services advise the individual residential lessees in the strata
developments commonly referred to as VR419, VR442, VR466, VR514, VR551, VR552, and VR588 that the
City remains prepared to consider counter proposals (“Counter Proposals”) to alter the amounts of the
ground rent as proposed by the City based on the research, data, and analyses as utilized and set out in
the Grover, Elliot & Co. Ltd. appraisals, provided such Counter Proposals are based on errors or omissions
in the appraisal reports as determined in accordance with the Canadian Uniform Standards of Professional
Practice of the Appraisal Institute of Canada.
C. THAT the City Manager, Director of Legal Services, and Director of Real Estate Services be authorized to
negotiate the terms of any Counter Proposals with either individual lessees or by strata corporation for a
period of one hundred twenty (120) days commencing August 1, 2007 (the “Counter Proposal Period”).
D. THAT failing agreement on a Counter Proposal that is acceptable to the City during the Counter
Proposal Period, the Director of Real Estate Services advise the individual residential lessees in the strata
developments commonly referred to as VR419, VR442, VR466, VR514, VR551, VR552, and VR588 who pay
monthly rent to the City but have not accepted the revised ground rent proposed by the City that the City
will now proceed to arbitration to settle the rental amounts, in accordance with the rent review
provisions of the various relevant ground leases.
E. THAT Council approve initial funding for the arbitration process in the amount of $500,000 to cover the
estimated costs pertaining to appraisals and legal counsel, source of funds to be the Property Endowment
Fund (PEF).
F. THAT the City Manager report back to Council with proposed terms of an optional prepayment
programme for individual residential monthly payment ground leases in VR419, VR442, VR466, VR514,
35

Flanigan, Michael (2007): City of Vancouver Administrative Report: Rent Review and Lease Prepayment Schedule False Creek Residential Leasehold Properties. June 26, 2007. URL:
http://council.vancouver.ca/20070712/documents/csb4complete.pdf. Retrieved March 1, 2016.
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VR551, VR552, and VR588 once the market rents for these premises have been settled with the lessees;
provided such prepayment amounts are calculated from an effective date of May 1, 2007, not October 1,
2006.

April 2009: Moving to Arbitration36
Rent Review Update – False Creek Residential Leasehold Properties
A. THAT the Director of Real Estate Services advise the individual residential lessees in the strata
developments commonly referred to as VR419, VR442, VR466, VR514, VR551, VR552, and VR588 who pay
monthly rent to the City but have not accepted the revised ground rent proposed by the City that the City
will now proceed to arbitration to settle the rental amounts, in accordance with the rent review
provisions of the various relevant ground leases.
B. THAT upon approval of A above, the Director of Legal Services be authorized to appoint Mr. Dennis
Parkhill of Kent-Macpherson Appraisers Ltd. or, failing the appointment, or continuing appointment, of
Mr. Parkhill, an alternate considered acceptable to the Director of Legal Services as the City's choice for
arbitrator (the “City’s Arbitrator”) in the rent review arbitrations for strata developments VR419, VR442,
VR466, VR514, VR551, VR552, and VR588.
C. THAT Council authorize the City Manager, Director of Real Estate Services, and Director of Legal
Services to advise the City’s appraisers to consider three to five-year market averaging for land
comparables as acceptable appraisal instruction in preparing the City’s submissions to the Arbitration
Panel.
The relevant report remains sensitive and cannot be released.

36

Vancouver City Council (2009a)
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December 2009: Prepayment Program

IN-CAMERA COUNCIL MEETING
DECEMBER 1, 2009
DECISIONS AND REPORTS RELEASED37
False Creek Residential Leasehold Properties – Prepayment Program
A. THAT Council authorize the Director of Real Estate Services to offer a new prepayment program (the
"Prepayment Program") to the residential lessees (the "Section I Rent Review Lessees") in the False Creek
strata developments commonly referred to as VR419, VR442, VR466, VR514, VR551, VR552, and VR588
who have not prepaid their rent under their ground lease with the City and whose leases are currently
under rent review, such Prepayment Program to provide:
1. For the prepayment amounts set out in Column E of Section I of Appendix A of the Administrative
Report dated November 25, 2009, entitled “False Creek Residential Leasehold Properties – Prepayment
Program”;
2. That the Prepayment Program remain open for a period from June 1, 2010 through December 31, 2012,
at which time the Prepayment Program for the Section I Rent Review Lessees would expire; and
3. That for Section I Rent Review Lessees who prepay after June 1, 2010, but before the expiry of the
Prepayment Program on December 31, 2012, the City apply an adjustment factor increase of 1.08% to the
prepayment amounts in Column E of Section I of Appendix A of the above-noted Administrative Report on
a monthly basis.
B. THAT Council authorize the Director of Real Estate Services to offer prepayment programs similar to the
Prepayment Program to the residential lessees (the "Section II Rent Review Lessees") in the False Creek
strata developments commonly referred to as VR691 (2010 Rent Review Date), and VR1112 and VR1157
(2012 Rent Review Dates) who have not prepaid their rent under their ground leases with the City and
whose leases will be under rent review in 2010 and 2012, such prepayment programs to provide:
1. For the prepayment amounts set out in Column E of Section II of Appendix A of the Administrative
Report dated November 25, 2009, entitled “False Creek Residential Leasehold Properties – Prepayment
Program”;
2. That the Prepayment Program remain open for a period from June 1, 2010 through December 31, 2012,
at which time the Prepayment Program for the Section II Rent Review Lessees would expire;

37

Vancouver City Council (2009b)
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3. That for lessees in strata development VR691 who prepay after June 1, 2010, but before the expiry of
the Prepayment Program on December 31, 2012, the City apply an adjustment factor increase of 1.08% to
the prepayment amounts in Column E of Section II of Appendix A of the above-noted Administrative
Report on a monthly basis; and
4. That for lessees in strata developments VR1112 and VR1157 who prepay after September 1, 2012, but
before the expiry of the Prepayment Program on December 31, 2012, the City apply an adjustment factor
increase of 1.08% to the prepayment amounts in Column E of Section II of Appendix A of the above-noted
Administrative Report on a monthly basis.
C. THAT Council authorize the Director of Real Estate Services to:
1. Commence the arbitration process (approved by Council on April 7, 2009) in January, 2010 for the
Section I Rent Review Lessees; and
2. Give written notice to the Section I Rent Review Lessees that if a Section I Rent Review Lessee:
(a) Elects not to prepay the ground lease in accordance with the Prepayment Program and instead
continues to pay monthly rent to the City; and
(b) Has not accepted the revised ground rent proposed by the City,
That the ground rent payable by the Section I Rent Review Lessee will be as determined by the arbitration
process commenced in January 2010 in accordance with the rent review provisions of the relevant ground
lease.
The relevant report remains sensitive and cannot be released.
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February 2012: George Affleck Motion38
MOTION ON NOTICE
1. Process to Determine Southwest False Creek Lease Expiry Issues
MOVER: Councillor George Affleck
SECONDER:
WHEREAS
1. Sixty-year leases were entered into between the City of Vancouver and Southwest False Creek
leaseholders beginning in 1976, which leases begin to expire in 2036.
2. The legal rights and obligations between the parties at the time of the lease expiry is
uncertain, and requires further review to bring clarity to the legal agreements.
3. The uncertainty affects: (1) property values; (2) the ability of leaseholders to sell their
remaining property interests; and (3) strata decisions pertaining to future recapitalization and
(4) maintenance decisions regarding the leasehold properties.
4. With less than twenty-five years remaining on a lease, it is increasingly difficult for
leaseholders to finance or sell their interests as the remaining lease terms fall short of
available mortgage amortization periods.
5. Many leaseholders have expressed an interest in resolving the lease expiry issues at this time.
THEREFORE BE IT RESOLVED
A. THAT Council direct staff to commence a formal process to address the future of the
Southwest False Creek leases, including:
1. A process for community consultation and engagement that includes but is not limited to
the False Creek South Neighborhood Association (FCSNA);
2. A review of best practices pertaining to government treatment of leasehold property in
other jurisdictions;
3. Staff consultation with industry, legal and property valuation experts; and,
4. Such other matters as staff may advise.
B. THAT Council direct the City Manager to report back with a detailed project scope outlining
the Southwest False Creek leasehold issues requiring legal resolution, with a request for
budget, if needed.

38

Vancouver City Council (2012)
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July 2016 Andrea Reimer Motion39
MOVED by Councillor Reimer
THAT the Committee recommend to Council
THAT Council direct staff to consult with key stakeholders on the Draft False Creek South
Engagement Principles attached as Appendix A of the Administrative Report dated July 4,
2016, entitled “False Creek South Update”, and report back to Council with a
recommendation on the Principles that includes addressing community concerns by Fall
2016.
THAT staff work with *RePlan, a subcommittee of the False Creek South Neighbourhood
Association, to explore affordable housing options for all False Creek South residents to
remain in the neighbourhood, in line with the City’s affordable housing policies and
programs.
THAT staff continue to work with the provincial government and to consult with False
Creek South strata leaseholders to clarify the methodology for determining the fair
market value of each strata leaseholder’s interest in the strata lot upon expiry of the strata
lot lease.
THAT the General Manager, Community Services report back to Council by Fall 2016
with a workplan and timeline for negotiating False Creek South co-op lease renewals in
context of a broader non-market housing end-of-lease strategy framework.
THAT the General Manager of Real Estate and Facilities Management report back to
Council by Fall 2016 with a plan to undertake an assessment of building conditions in the
neighbourhood, including identification of any resources required to do so;
FURTHER THAT staff report back with next steps on resolving the strata leasehold endof-lease payment issue.
CARRIED UNANIMOUSLY
(Councillor Meggs absent due to Conflict of Interest) (Vote No. 01386)

39

Vancouver City Council (2016)
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Appendix 3 – Major Affordable Ownership Schemes Currently In Use
1) From : The U.S. National Community Land Trust Network
Fixed Rate Formula Summary
Homeowner’s initial affordable price
(the “base price” in the formula
language) is increased over time by
a fixed annual percentage of either
simple or compound interest. While
programs can choose any interest
rate, the most common are between
1%–2% per year.
Index Based Resale (e.g. CPI)
Formula,
Homeowner’s initial affordable price
is increased over time by the
percent change in a published
index.
The most common indices used is
the Area Median Income (AMI) and
the Consumer Price Index (CPI).

Appraisal Based Formula
The homeowner’s initial affordable
price is increased over time by
adding to it a specified percentage
of the increase in the home’s
market value. The increase in
market value is measured by
market appraisals at the time of
initial purchase and the time of
resale. While programs can choose
any percentage to allocate to the
homeowner’s price at resale, the
most common percentage is 25%.
2)

Advantages:
1. Extremely easy to administer.
2. May be calculated at any time and can easily be projected.
3. Allows for slow and steady increase in value.
4. May be compounded or stepped to encourage long-term tenure,
Disadvantages
1. No relationship between condition of home and price.
2. Simple interest fixed rate formulas do not reward long-term tenure.
3. Depending on market conditions, in weak markets, fixed rate
formulas may provide a greater than market rate increase in price.
Advantages
1. Assuming interest rates are stable and the program uses the AMI
index, this formula ties price to changes in median income, which
keeps the home theoretically affordable.
2. May be calculated at any time.
3. Easy to administer
Disadvantages
1. Figures are released periodically and the timeframe for release may
vary.
2. There is no relationship between the condition of the home and the
price.
3. In weak markets, increases in index may outstrip increases in
housing market values.
4. Changes in the way the index is calculated can mean spikes/dips in
the index.
5. The AMI index tends to be erratic, remaining flat for several years
and then increasing substantially in other years.
Advantages
1. Allows homeowners to realize a modest percentage of the increase
in market value of their specific home.
2. Provides a modest reward for improvements.
3. Provides a modest penalty or reward for condition.
4. Depending on how the formula is written, an appraisal based resale
formula can protect the program against losses in falling markets.
Disadvantages
1. Inconsistent appraisals can make program hard to implement and
create conflict.
2. Cannot calculate price without commissioning an appraisal.
3. In hot markets, may not adequately protect affordability.

The Government of the UK: One buys a share of the home (25% to 75% of the home’s value) and pays

rent on the remaining portion. The household has the ability to top up its share at any time.40

40

UK Govt. website: Affordable Home Ownership Schemes
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Appendix 4 – Ownership Leasehold in BC, Australia and the UK
British Columbia
Champlain Heights and Fraser Lands
There are approximately 1,200 strata units on City of Vancouver leasehold land in Champlain Heights and
on the Fraser Lands along the river. It appears from preliminary research that all leases in Champlain
Heights are for 99 years, with the stratas expiring in the 2070s and 2080s. These strata developments
were built in the same period as the stratas in FCS, which were offered only 60 year leases. This deserves
additional research and questions for the City as to why the longer leases were offered in Southeast
Vancouver.

Vancouver School Board at 1580 West Broadway
In the mid-1990s, the Vancouver School Board decided to redevelop the site of the VSB office. The City
agreed to a plan that now includes the offices of the School Board, shops along Broadway and an 85-unit
condominium tower on 10th Avenue in Vancouver, as well as public open space. The tower was completed
in 1998. The units in the condominium are on prepaid 99-year leases with the School Board.

University of BC
UBC Properties Trust has leased campus land since the 1980s to developers, who then build and sell strata
housing. Leases are for 99 years and are governed by the same methods as FCS, with a ground and model
lease. “…upon the termination of the lease UBC may purchase the resident’s interest (the building on the
resident’s strata lot plus the resident’s interest in the common property) in the strata lot. The purchase
price would be its fair market value as agreed between UBC and the resident (and, failing agreement, the
fair market value would be decided by an arbitration panel).”41
UBC Properties Trust is wholly owned by the University and has its own Board but reports to a university
Vice President. Its mandate includes servicing and marketing UBC lands for residential development and
developing, leasing and managing office and retail properties, as well as planning and developing
institutional buildings. The Trust provides long -term endowment wealth for the university from its profits.
When built out, UBCPT will have transformed more than 200 acres at UBC into neighbourhoods with a mix
of housing, parks, shops and amenities. Eventually 12,500 people will live on these leasehold lands.

Affordable Ownership Pilot Program of the COV
Muktar Latif, Chief Housing Officer of the COV was quoted in The Province newspaper, that the units
would be the result of density bonuses to housing developers, “on sites that would not normally be
rezoned unless it was for specific projects that help meet the city’s housing goals.”42

41
42

Univercity Neighbouurhood Association (2012)
Province newspaper, 13 April 2016 l
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How the program would work
First-time home buyers who have lived in Vancouver for the last five years could be
eligible to participate in the program.
The eligible household income for the program ranges from $67,540 per year (single and
couple households) up to $96,170 per year (households with at least one dependent
child).
At least one buyer must work in Vancouver and can't have owned property before.
Levels of discount for buyers will vary but the City is targeting that households pay no
more than 35 per cent of their income on housing costs.
The City would maintain an ownership stake in the housing as a way to bring the cost
down, with the City and owner sharing in any equity gains.
NB: to implement the program, the Province would need to amend the Vancouver Charter

UniverCity at SFU
The UniverCity community is designed to be a compact, mixed-use, transit-oriented community
developed within the guidelines of sustainable development. SFU’s community plan anticipates housing
for up to 13,000 residents when the community is fully completed in 2020.
SFU has identified two goals in developing a residential community on Burnaby Mountain:
1) Create a more "complete" community, with a diversity of housing options, retail shops, services and
amenities; and
2) Establish an endowment fund that generates revenues to support teaching and research at the
University. SFU retains ownership of the land and offers developers 99-year lease agreements for
fully serviced and subdivided parcels of land.
The SFU Community Corporation was established to oversee the planning and development of UniverCity.
The Corporation is owned by SFU and is the trustee (Community Trust) of the development lands. The SFU
Community Corporation is governed by an independent board of directors that includes external experts
in areas of land and community development, members of the university administration, as well as faculty
and student representatives. A community advisory committee provided broader community input into
the development of UniverCity.43

Vancouver’s West End
There are nine leasehold buildings in the West End on privately-owned land. Unit owners buy into 99-year
leases. This type of housing originated in the 1970s when a private owner of a rental building found a
loophole in legislation designed to prevent the conversion of rental buildings to condominiums. The
loophole allowed him to convert to leasehold. Unlike FCS, the buildings are not managed by the residents,
but by companies hired by the land owners. Residents appear to have no say as to maintenance work
done or its cost.44

43
44

CMHC (2016b)
Chandler (2011) Note that this information has not been checked for accuracy.
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Musqueam Reserve Lands
In 1965, the federal government leased land to the Musqueam Band for 100 years. Since then, 75
homeowners have subleased from the Musqueam, paying “between $300,000 and $700,000 to buy in. On
top of that amount, leaseholders pay annual rent as well as taxes … Rents are reviewed every 20 years.”
Until 1995, leaseholders had been paying $300 to $400 per year in rent. In 1995, the band raised the rent
to approximately $36,000 a year, or 6% of market value. The renewal process was controversial and went
to the Supreme Court. It took five years to resolve and cost leaseholders approximately $1.5 million in
legal fees. The court said “Musqueam land was worth half the value of non-leasehold land, and rents
should be based on that value instead.” Rents are up for renegotiation again, with a large increase being
proposed by the Musqueam Band, which disagrees with the 50% discount decision of the Supreme Court.
This time the Musqueam are aiming for an eight-fold increase in rental rates.45

Australian Capital Territory
Australia’s capital of Canberra is the largest city in the Australian Capital Territory (ACT), a designated
territory within the state of New South Wales. ACT’s land ownership is entirely through leasehold and all
land is owned by the Commonwealth.
Canberra, declared a city in the early 1900s, began its life with a radical approach to ownership taken from
an American social philosopher named Henry George. George’s contention was that as a nation develops
the value of its land increases, but the increase is not necessarily due to the efforts of the landowner and,
therefore, the lift should belong to the community. The Australians believed by applying this philosophy
they could finance the infrastructure and operations of their new capital city.46
In the beginning, “leases were usually offered through a series of public auctions and issued subject to the
conditions of relevant ordinances. The first auctions were held in 1924 … and lessees were charged rent at
the rate of 5 per cent of their land's unimproved value, with appraisals scheduled to take place every 20
years.”47 The lease length was 99 years. The use of each parcel, whether commercial or residential, was
minutely designated and the new owner had a proscribed amount of time to build the assigned unit or
lose the land. Speculation occurred despite best efforts and the ACT government, rather than reassessing
parcels every few years to keep pace with increasing value fixed rents for a 20-year period, weakened the
scheme.

Abolishing Rent for a Change of Use Charge
Over the years, there have been many changes in both the concept of leasehold and its administration
within the ACT. In 1971, rent on leased land was abolished. Now there is a Change of Use Charge instead,
a form of taxation imposed on a property when the conditions of the lease are varied in such a way that
45

Gold (2015)
Canberra Times, the (2013)
47
National Archives of Australia (2016)
46
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the value of the lease increases.48 Examples of variation would be subdivision, consolidation, or an
extension of gross floor area. This charge system has undergone many reviews and remains controversial.
“Most recently (2010), assessment of the charge has come under attack for lacking ‘transparency,
simplicity and timeliness.’ This is largely because assessments are made on a case-by-case basis by
individual surveyors with few objective criteria, making the findings arbitrary and open to legal
challenge.”49

Lease Renewal in the ACT
“Provided that the land is not required by either the Territory or Commonwealth, the Territory will grant a
new residential lease towards the end of the 99 years, to the person holding the old residential lease,
without payment (other than an administrative fee).”50

What the Homeowner Pays for the Lease
Residents pay an annual fee to the ACT government. The money finances operations and improvements in
the territory.

Valuation of Annual Fee
A 2008 paper from the Government of Australia stated that “the ACT land valuation occurs through the
use of the Mass Appraisal System.”51 The International Association of Assessing Officers defines this
system as, “The process of valuing a group of properties as of a given date, using standard methods,
employing common data, and allowing for statistical testing.”52
All property owners receive a Valuation Notice along with the annual Rates Assessment Notice informing
them of the unimproved value of the land at the relevant date, plus what they are expected to pay the
City in taxes for the year.53 However, for condominiums in Canberra, the development is treated as a
single property for valuation purposes and the Valuation Notice is sent to the Owners Corporation, not to
individual unit owners.
Unimproved land values in the ACT are assessed independently by the qualified contract valuer engaged
by the ACT Revenue Office. The ACT Valuation Office recommends the unimproved values to the
Commissioner for ACT Revenue, who then determines the new values in accordance with ACT law.
The unimproved land value of each block is assessed by examining the sales evidence of similar
properties. Where possible, the sale price of unimproved land in the area is used as a comparison, with
adjustments made for any individual difference such as size, location, aspect and view which may affect
the value of each block of land.

48

Allen Consulting Group, the (2012)
Holding Redlich (2010)
50
Australian Capital Territory Government (2015a)
51
Standing Committee On Public Accounts (2008): 11
52
International Association of Assessing Officers (2013)
53
Australian Capital Territory Government (2015b)
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Where there have been no sales of vacant land in the area, or in comparable areas, the valuer works from
the sales of improved properties, and deducts amounts for improvements such as buildings, landscaping,
paths, fences and the like, in order to deduce an unimproved land value of the sale blocks. These values
are then used to assess the unimproved land value of other blocks.

Fee calculation for 2015-1654
Unit Property fees are calculated by the formula: FC + (AUV x UE x P):
FC = fixed charge for that property
AUV = average of 2013,2014,and 2015 unimproved land values of the entire Unit Title Plan
UE = individual unit entitlement (a figure representing a unit’s proportion of the total
development; established at the outset of the development and recorded as part of the original
units plan55)
P = the rating factors or percentages (P) are then applied to the individual unit AUV

Valuation Charge (AUV x P)
The AUV rates applicable to residential property categories in 2015-16 are as follows:
Valuation Charge (AUV)

Rating Factor (P)

$1 - $150,000

0.2746%

$150,001 - $300,000

0.3857%

$300,001 - $450,000

0.4629%

$450,001 and above

0.5339%

Fixed Charge
The fixed charges applicable to different property categories in 2015-16 are as follows:
Property

Fixed Charge

Residential

$730

Commercial

$2,130

Rural

$150

Land Tax
Canberra also levies a land tax, but this tax applies only to residential properties that are rented out or
owned by a trust or corporation.56

54

Australian Capital Territory Government (2015c)
REIACT (2016)
56
Australian Capital Territory Government (2015d)
55
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UK
Here is a brief outline of UK apartment leaseholds, as the most established, comparable leasehold context
that may inform FCSNA negotiations with the City of Vancouver.

Where UK Leasehold is Similar to FCS
In the UK “(l)easehold ownership of a flat is simply a long tenancy, the right to occupation and use of
the flat for a long period – the 'term' of the lease. This will usually be for 99 or 125 years and the flat
can be bought and sold during that term. The term is fixed at the beginning and so decreases in
length year by year. Thus, if it were not for inflation, the value of the flat would diminish over time
until the eventual expiry of the lease, when the flat returns to the landlord...”
“In the UK a landlord can be a person or a company, including a local authority or a housing
association.”57

Where UK Leasehold Differs
Lease terms are usually 99 to 125 years.
The leasehold ownership of a flat usually relates to everything within the four walls of the flat,
including floorboards and plaster to walls and ceiling, but does not usually include the external or
structural walls. The structure and common parts of the building and the land it stands on are usually
owned by the freeholder, who is also the landlord. The freeholder is responsible for building
maintenance and repair. The costs for doing so are recoverable through service charges and billed to
the leaseholders.”58/59 (That said, some UK leaseholders do own and maintain their building and, in
some leaseholds, the lessees manage the building.)
The landlord usually pays the insurance on the building.60
The lessee may be asked to pay into a maintenance fund managed by the landlord under established
rules.
At any time a qualifying lessee may ask the landlord to purchase the freehold. Qualifications are
similar to what is listed below in lease extension.
Lease Extension: Simply put, if the lessee qualifies, s/he can ask for a lease extension for 90 years at
any time during the lease. To qualify, the lessee must have owned the lease for more two years, and
the original lease must have been for more than 21 years (from a complicated process described at
http://www.lease-advice.org/publications/documents/document.asp?item=8#16). Exceptions are
when the:
-

Landlord is a charitable housing trust

57

The Leasehold Advisory Service (2013)
Ibid.
59
This makes the UK apartment leasehold similar to certain leasehold buildings in the West End, where the purchase
cost of an apartment is greatly reduced from freehold strata because the owner is in essence “renting” the
apartment for the duration of their stay and prepaying the rent for the lease term. The West End building is
maintained by the landlord, not the apartment owners as in an FCS strata.
60
Government of the United Kingdom (2015)
58
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-

Building is within a cathedral precinct
Building is National Trust property
Building is a Crown property

It is recommended the lessee have a solicitor and a valuer to provide them with an understanding of
the law governing extensions and to come up with a fair value for the extension. The eventual cost of
the new lease will be the premium (the offer the lessee makes to the landlord to purchase the lease
extension), plus both the lessee and the landlord's reasonable legal and valuation costs, except any
costs incurred in connection with proceedings before a Tribunal.
o

Marriage Fees: These leases should be extended at the earliest possible opportunity. The longer
the lessee leaves it, the more expensive extension will be, with a possibly significant increase once
the remaining term reaches 80 years, at which point an additional “Marriage Fee” is payable on
top of all the other costs:
When a lease is extended it usually adds value to the property, in some cases a substantial
increase. When a lease with less than 80 years to run is extended, the landlord is entitled to half
the increase in the value of the property, known as a Marriage Value or Marriage Fee, so-called
because the value of the property plus longer lease (i.e. when married together) exceed the
combined value of the separate entities. The Marriage Fee is an estimated value provided by the
valuer and is part of the premium.61

o

Terms of the new lease: The legislative requirements for the terms of the new lease state the new
lease is to:

-

Be a peppercorn rent (i.e. no rent) for the whole of the term (the 90 years plus the present
unexpired term);
Be on the same terms as the existing lease, subject to minor modifications and certain statutory
exclusions and additions; and
Include the landlord's redevelopment right; i.e. contain a clause giving the landlord the right to
repossession of the flat for the purposes of redevelopment. This right does not arise until the end
of the existing lease term and is subject to a court application and payment of full compensation
to the leaseholder for the full value of the remaining 90 years.

-

All the leases contain terms to either terminate or renew the leases at lease end. However, there are two
Model Leases in use in FCS. Of the Model Leases we were able to examine, the four earliest stratas,
Heather Point, Creek Village, Marine Mews and Spruce Village have one Model. The others have another.
While the headings of each model lease article are largely the same, the language of the article’s content
can differ. (See the chapter on Lease Renewal for more details.)

61

www.leaseextension-uk.info (2016)
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Appendix 4: Strata Lease Renewal FAQ (V5 – June 2016)
Do you have a question we did not cover or is anything unclear? - write us at replan@falsecreeksouth.org

When do the leases for strata title buildings expire in False Creek South?
Some expire in 2036, others in 2040, and others in 2046.

Are all the buildings in the neighbourhood on leased land?
No, our community consists of freehold and leasehold properties. Approximately 2/3 of all units are on
leased land.

Does the City have our leases? Where can we get a copy of our lease?
You must have obtained the lease together with the purchase documents. If you do not know where to
locate these documents, contact the Land Titles Office or your Realtor.

Why do we need to negotiate a lease renewal, why don’t we leave things as they are?
New mortgages and loans for building improvements are already becoming increasingly difficult and
expensive to obtain. This is because financial institutions generally don’t want to amortize loans for longer
than the term of the lease less five years. The shorter the term, the higher monthly payments will be and
as time goes by, this will impact the value of our homes and our ability to sell if we want to, or need to
move. It may also limit our ability to borrow money to pay for any necessary maintenance to our
individual suites or our buildings as a whole. We want to make sure that False Creek South remains a
wonderful place to live and to visit for decades to come. Declining home values and poorly maintained
properties and gardens will eventually send our neighbourhood into a decline.

Won’t the City just tear the neighbourhood down and build high-rises?
We do not know what the City’s objectives are in False Creek South. Some buildings will likely need repairs
and investment at the end of the term of their leases. For others it may be more feasible to redevelop.
False Creek South is recognized around the world as a fine example of urban planning and we believe that
any densification should respect the historic character and design of our neighbourhood (Principle 2).
Certainty around lease renewal and the associated costs(Principle 1), as well as the built form are the first
priority for *RePlan in its work with the City.

Will I have to renew my lease?
The offer to renew the lease is at the sole discretion of the landlord. Assuming that the City will make an
offer to renew early, owners can decide to (a) accept the offer, pay and stay, (b) sell their strata unit
without accepting the offer, or (c) object to the renewal price and seek arbitration.
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What is meant by RePlan’s goal to protect the owners’ investments?
*RePlan’s first principle is to enable all residents to stay in their community. This means that owners who
cannot afford to buy an extension or renewal of the lease outright be given affordable payment options to
make sure that they can afford to stay.
At the same time, owners have already and will continue to invest in their buildings and units. To maintain
the value of strata units and ensure that buildings are kept up, *RePlan works to protect the current
equity in the unit and building into the future through lease renewal. This will maintain the market for
strata units in False Creek South.

What happens if the City does not renew the lease?
We aim to obtain a reasonable offer to renew the lease from the City. However, if the City chose to not
renew the lease it would have to pay out each owner’s interest at the end of the current lease.

What is the process for determining lease renewal values? How much will the lease renewal
cost? Are lease renewals going to be on a per square foot basis?
We cannot know what the price for lease renewal will be at this time. According to the current legislative
framework and the wording in the leases, the price for lease renewal will be calculated as the rental value
of the land (at the point of lease renewal) of the strata proportionally divided across unit entitlements.
The length of the lease (40, 60, 99 years) and the time value of money are important considerations that
make it impossible to assess the renewal price without a formal assessment of the land value. Regardless
of the renewal price, it is one of RePlan’s core principles to work with the City to find mechanisms that will
allow all current residents to stay in the community if they so desire.

What is the role of the 2005-2010 arbitration process in determining lease renewal values?
The arbitration process’ objective was to clarify on which basis monthly land rent payments are
established. The City used a market freehold value. The leaseholders argued that it was to be based on
rental value of the land as stated in the leases. Arbitration determined that rental value is the applicable
methodology.
Thereby, the False Creek South land rents are to be based on (comparable) prevailing monthly rents for
units, with building and operating costs backed out, so the remaining monthly rent cost (the "land
residual") would be identified as the land rent.
The rent review arbitration ruling is the best legal ruling available on the topic of False Creek South land
rent. The chair of the arbitration panel was a well-respected Supreme Court Judge. Any discussion of what
it should cost to renew the lease for strata leaseholders will have to take the arbitration ruling into
account.
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The annual BC Assessment property valuation for the purpose of calculating payable Property
Tax separates the land and the building value. How does this information relate to lease
renewal? How do current market sale values relate to lease renewal?
The methodology used by the BC Assessment Authority to determine land values applies to FCS leasehold
strata buildings for the purpose of deriving property tax payable. However, it does not apply for the
purpose of arriving at lease renewal costs. The leases and the Strata Property Act, supported by the ruling
of the arbitration process, are clear in stating that a market rental valuation is to be used for lease
renewal.
The same applies for the selling price of units. It is irrelevant for the valuation of land for the purpose of
lease renewal, because lease renewal cost is based on a land rent calculation.
Note that an offer for early lease renewal may use a different methodology altogether.

Why have we been paying taxes on land as well as buildings just like freehold properties? If I
purchased a condo with a paid up lease why taxes on the land?
The same methodology to determine how much property tax an owner has to pay applies to all strata title
units – regardless whether they are leasehold strata buildings or freehold. Property taxes are levied on the
assessed value of land and improvements. The BC Assessment Authority’s methodology uses the average
comparable sale value in an area and applies the applicable municipal rate (as well as other provincial
taxes) to that value.
Leasehold properties historically sold at slightly lower values than freehold, which may reduce the area’s
average property assessment values. This impacts the taxes paid. Today units are selling at rates that are
close to the freehold value given the hot real estate market (2016).

Will the land valuation for lease renewal take the need for soil remediation, sea level rise and
land claims into account?
Any land valuation will have to consider these factors. It is unclear to what extent these will impact the
process and costs of a lease renewal.

Why is lease renewal important to other people outside our community?
We embody the principles of a green, sustainable and affordable community, and are an important asset
to the City. We also house at almost twice Vancouver’s average density and have a broad cross-section of
ages, family composition and income levels that is comparable to the Greater Vancouver Area.
Maintaining False Creek South as a beautiful, safe jewel in the heart of Vancouver is also important to
everyone who lives close by and who visits. Granville Island is the third most popular tourist destination in
Canada attracting 10.5 million visitors each year. Maintaining our property values and our ability to keep
up our buildings and gardens is an essential part of keeping Granville Island a popular tourist destination.
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What is RePlan’s approach to negotiating lease renewal?
One of our principles is to model a process for dialogue, decision-making, partnership and change that is
inclusive of all stakeholders. Following this principle we are pursuing a collaborative approach to lease
renewal with the City of Vancouver staff and council. As a subcommittee of the False Creek South
Neighbourhood Association we see this process as a continuation of a democratic process of long-term
community representation that is seeking to engage with the City to solve a problem, which is of mutual
interest and importance.
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