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Introduction

Insurance is a pressing concern for all homeowners. It is no less important for people
whose homes are located within a strata property. But insurance generates some compli-
cated legal issues within strata properties that don’t arise within a single-family home. This
is because the one-to-one relationship of homeowner to insurer is refracted in a strata
property into a more complex set of relationships involving (at a minimum) strata-lot own-
ers, their insurers, the strata corporation, and its insurers. Experience in British Columbia
and elsewhere has shown that legislation is necessary to coordinate these relationships.

The Consultation Paper on Insurance Issues for Stratas examines how the Strata Property
Act and the Strata Property Regulation are performing in carrying out that task. It contains
10 tentative recommendations for reforming the act and the regulation, to improve how
they function in governing insurance in strata properties. It also sets out one question for
discussion, on a potentially far-reaching change to this legal framework.

These tentative recommendations and this question for discussion are intended to stimu-
late public comment. Readers may give their views on the consultation paper’s proposals
by a variety of means—filling out all or part of a response booklet, sending a letter to BCLI,
or completing an online survey. BCLI will consider reader responses in crafting its final
recommendations for reform. For a response to be considered in this process, BCLI must
receive it by 15 December 2018.

About the Strata Property Law Project—Phase Two

The Consultation Paper on Insurance Issues for Stratas is the fourth consultation paper pub-
lished in BCLI’s Strata Property Law Project—Phase Two. The phase-two project builds on
the consultation and research carried out in phase one of the project. It addresses legisla-
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tive reform of the Strata Property Act, with the goal of promoting the development of the
next generation of the act. Previous consultation papers have considered terminating a
strata, complex stratas, and governance issues for stratas.

Our supporters and the project committee

The Strata Property Law Project—Phase Two has been made possible by project funding
from the Real Estate Foundation of British Columbia, the Notary Foundation of British Co-
lumbia, the Ministry of Municipal Affairs and Housing for British Columbia, the Real Estate
Council of British Columbia, the Real Estate Institute of British Columbia, Strata Property
Agents of British Columbia, the Association of British Columbia Land Surveyors, the Van-
couver Island Strata Owners Association, and the Condominium Home Owners Association.

BCLI is carrying out the Strata Property Law Project—Phase Two with the assistance of a
volunteer project committee. The committee is made up of a diverse range of experts in the
strata-property field. Its 13 current members hail from the legal and notarial professions,
owners’ organizations, the strata-management and real-estate professions, and the public
sector.

Content of the consultation paper

Introduction

The consultation paper contains five chapters, including its brief introductory and conclud-
ing chapters. The introductory chapter gives an overview of the project and the consulta-
tion process. It also provides a summary of the consultation paper’s tentative recommenda-
tions and question for discussion.

Strata-property basics

The consultation paper’s second chapter contains a general overview of strata-property
law. This discussion is pitched at readers who are unfamiliar with the distinctive terms and
concepts found in this body of law. It’s intended to provide these readers with just enough
information about the creation and operation of strata properties to allow them to work
their way through the chapters that follow.

Insurance and strata properties

A thorough review of part 9 of the Strata Property Act forms the subject of the consultation
paper’s third chapter. Part 9 contains the act’s legal framework for insurance in strata
properties.

After briefly recounting the legislative history of part 9, the chapter gives a detailed review
of its component parts. These components include the following provisions:

e legislative requirements—that is, mandates—on the strata corporation to obtain
property and liability insurance;
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¢ an enabling provision, allowing the strata corporation to obtain insurance other
than that required by the legislation;

e aprovision confirming the strata corporation’s insurable interest in the property it
must insure;

e reviewing and reporting requirements imposed on the strata corporation;

e aprovision spelling out the named insureds on the strata corporation’s insurance
and establishing a rule preventing subrogated claims by the strata corporation’s
insurers against those named insureds;

e aprovision regulating the payment and application of insurance money;
e provisions regarding deductibles in the strata corporation’s insurance;
¢ an enabling provision for strata-lot owners to obtain their own insurance;

e aprovision regulating contributions by the strata corporation’s and the owners’
insurers.

Issues for reform

While the committee reviewed all of part 9 of the act, its tentative recommendations for re-
form concern only those areas where the committee saw a need for improvements. These
areas consist of the following four topics.

e The insurance mandate: the committee tentatively recommended adding a re-
quirement to the strata corporation’s insurance mandate to obtain directors-and-
officers coverage. The committee also considered mandating coverage for two per-
ils (earthquakes and overland floods) that aren’t currently within the scope of the
major perils that must be covered.

¢ Insurance deductibles: the committee made two tentative recommendations
concerning deductibles: (1) amending the legislation to expressly assign responsi-
bility for an insurance deductible to a responsible owner; and (2) requiring strata-
lot owners to obtain their own insurance that covers payment of a deductible un-
der a strata-corporation policy.

¢ Named insureds: the committee canvassed recent case law on this provision. In
its view, legislative change isn’t required to ensure that it continues to fulfil its
main purpose, which consists of establishing the rule preventing subrogated
claims against named insureds.

¢ Reporting and administration: the committee tentatively recommended that the
legislation require strata corporations to obtain appraisals to determine the ade-
quacy of their property-insurance coverage; that the frequency of such appraisals
be (at a minimum) once every three years; and that the strata corporation be re-
quired to inform owners and tenants of any material change in the strata corpora-
tion’s insurance coverage.
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Finally, the consultation paper contains one question for discussion. It concerns the possi-
ble adoption of the standard-unit concept as a feature of British Columbia’s legislation. The
standard unit is an idea used in other Canadian jurisdictions to determine the scope of a
strata corporation’s property-insurance obligations. Adopting this concept in British Co-
lumbia would represent a significant change in this province’s law. While the committee
wasn'’t prepared at this time to take a position on the idea, it is interested in receiving pub-
lic comment on it.

Conclusion

The committee encourages responses to its proposals. Comments from readers will be fully
considered by the committee, as they play an important part in the process of crafting this
project’s final recommendations. Those final recommendations will be submitted to the
provincial government. The province of British Columbia regularly updates strata legisla-
tion.



