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REPORT TO Capital Region Housing Corporation BOARD
MEETING OF Wednesday, October 14, 2020


SUBJECT	2020 Operating Budget Amendment

ISSUE SUMMARY

To present the proposed operating budget amendment for Millstream Ridge to address a forecasted deficit for the 2020 fiscal year.

BACKGROUND

Millstream Ridge is a 132-unit housing complex located at 713 and 715 Treanor Avenue, Langford under the Regional Housing First Program (RHFP).  The CRD purchased the property from Broadstreet Properties Ltd. on January 25, 2019 with 39 units occupied.  Some of these original tenants were unhappy with the sale of the building and many of these tenants have left, resulting in higher than predicted vacancies continuing into 2020.

An enhanced marketing strategy was developed with improved online presence and a dedicated renting agent (auxiliary) was hired to focus on the marketing of these units.

In 2020, Millstream Ridge has been the property most impacted by COVID-19 due to the high ratio of affordable units and turnover, mostly due to economic reasons.  During Phase 1 and 2 of the Public Health Restrictions, landlords were not able to show occupied suites without tenant permission.  This impacted the ability to have back-to-back tenancies and in some cases maintain 30-day turnover.  The vacancy rate was budgeted at 2%, but the actual rate has averaged to 6.3%.  As of October 1, 2020 the building has four vacancies.

Millstream Ridge has a forecasted operating deficit of approximately $135K for the fiscal year ending December 31, 2020.
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ALTERNATIVES

Alternative 1
[bookmark: Attachments][bookmark: Recommendation][bookmark: Recommendation1]That the Millstream Ridge Building Operating Budget Amendment be approved.

Alternative 2
That the 2020 Operating Budget Amendment staff report be referred back to staff for additional information based on Capital Region Housing Corporation Board direction.

IMPLICATIONS

Financial Implications
Millstream Ridge has a forecasted deficit of approximately $135K in fiscal year 2020 (Appendix A).  The main factor contributing to this deficit has been lack of rents and parking revenue due to vacant units.


Staff have reviewed options for funding the estimated deficit and recommend using $135K from the Housing Corporation stabilization reserve which has a balance of $658K as of December 31, 2019.

To mitigate risk and facilitate operating fluctuations, the entire program was planned to be pooled as a portfolio, similar to the Umbrella Operating Agreement buildings.  The Spencer Close and West Park properties will be added to the RHFP Portfolio in November 2020, and Hockley House will join in March 2021.  Due to current low mortgage rates, each of these three buildings is forecast to achieve annual surpluses beginning in their first year, which flow into the RHFP Portfolio Operating Reserve to cover operational fluctuations.

CONCLUSION

Millstream Ridge began operations in 2019 and experienced higher than anticipated vacancies in its first year, continuing into 2020.  In 2020, residential tenancy COVID-19 regulations further contributed to vacancies, which have resulted in an estimated deficit of $135K.  Staff are recommending using $135K of the Housing Corporation stabilization reserve to cover the deficit in the 2020 budget.  Staff are requesting approval of the proposed budget amendment.

RECOMMENDATION

That the Millstream Ridge Building Operating Budget Amendment be approved.
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ATTACHMENT(S):

Appendix A:	Appendix A – Millstream Ridge 2020 Proposed Budget Amendment
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