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Real Estate Council of BC

Board Chair’s Accountability Statement

. The Real Estate Council of BC 2018/19 Annual Service Plan Report compares
the corporation’s actual results to the expected results identified in the 2018/19 -
2020/21 Service Plan created in February 2018. | am accountable for those
results as reported.

Elain Duvall
Board Chair
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Real Estate Council of BC

Chair/CEO Report Letter

On behalf of the members of the Real Estate Council of BC and all RECBC employees, we are
pleased to submit RECBC’s Annual Service Plan Report for the year ending March 31, 2019. The
results described in this report were established in the 2018/19 — 2020/21 Service Plan and align with
our 2018/19 Mandate Letter.

RECBC’s performance supports the provincial government’s three key commitments to British
Columbians to make life more affordable, to deliver the services that people count on, and to build a
strong, sustainable economy.

Since February 2018, RECBC has made the following achievements with respect to the commitments
identified in our Mandate Letter:

e We have reported to government on our progress and activities to implement the
recommendations of the Independent Advisory group, including our plans for implementing
remaining recommendations;

e We have initiated a multi-year process improvement initiative, reporting to government on
significant activities undertaken in 2018/19 and our plan for additional process improvements
to be initiated in 2019/20;

e We have aligned our budgeting and reporting processes with government service plan
requirements; and

e We continue to work with the Superintendent of Real Estate to improve market conduct in the
real estate sector and to achieve government’s commitment to improve housing affordability.

RECBC’s senior leadership engages regularly with the Ministry of Finance to ensure alignment with
government policy expectations through quarterly meetings between the Chair and the Minister to
discuss actions identified in response to the government Mandate Letter.

In 2018 RECBC welcomed eleven new publicly appointed Council members. RECBC’s orientation
for new Council members supports them to become familiar with RECBC’s mandate, finances,
activities and their governance oversight responsibilities. It includes training in administrative law
procedures to prepare for their role as members of RECBC hearing and discipline committees.
Council members are provided with opportunities throughout the year to participate in learning and
development through value-added sessions at Council meetings, along with opportunities to attend
external conferences, trainings, and events.

2018/19 Annual Service Plan Report 5


https://www.recbc.ca/wp-content/uploads/mandateletter2018.pdf

Real Estate Council of BC

This Annual Service Plan Report comprises RECBC’s reporting on its first service plan under
government reporting requirements as a Crown Agency. We will continue to review our performance
measures and strategies in coming years to reflect our evolving priorities.

A/ N/
A A~
q A

/
Elain Duvall Erin Seeley

Council Chair Executive Officer
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Purpose of the Annual Service Plan Report

The Annual Service Plan Report (ASPR) is designed to meet the requirements of the Budget
Transparency and Accountability Act (BTAA), which sets out the legislative framework for planning,
reporting and accountability for Government organizations. Under the BTAA, the Crown
Corporation’s Board is required to report on the actual results of the Crown’s performance related to
the forecasted targets documented in the previous year’s Service Plan.

Purpose of the Organization

The Real Estate Council of BC (RECBC) is a regulatory agency established by the provincial
government in 1958. RECBC'’s enabling legislation is the Real Estate Services Act, SBC 2004, c. 42.
RECBC became a crown agency in November 2016, and in 2017/18 moved its fiscal year end to
March 31 to align the organization’s financial reporting with the government’s requirements for
service plan reporting.

Our mandate is to protect the public interest by enforcing the licensing and licensee conduct
requirements of the Real Estate Services Act (RESA). RECBC has a Council of 16 publicly appointed
members responsible for corporate governance and a staff of approximately 75 located in Vancouver.
Additional information on our mandate, mission, vision and values can be found on the RECBC
website.

RECBC benefits the public by protecting real estate consumers. We are responsible for:

¢ licensing individuals and brokerages engaged in real estate sales, rental and strata property
management;
enforcing entry qualifications;
maintaining and advancing the knowledge, skill and competency of licensees
investigating complaints against licensees; and
imposing disciplinary sanctions under RESA.

RECBC does not receive taxpayer funding: our operations are funded through licensing assessment
fees paid by licensed real estate professionals.

Our mission is to protect the public interest by promoting and enforcing professional standards to
raise the competency and conduct of licensed real estate professionals in BC. Our vision is of public
trust in ethical and competent real estate professionals. Together with the Superintendent of Real
Estate, RECBC works to ensure that real estate services regulation in BC is effective, transparent and
fair.

The consolidated financial statements of RECBC include the Real Estate Errors and Omissions
Corporation, a government business enterprise controlled by RECBC.
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Strategic Direction

The strategic direction set by Government in 2017 and expanded upon in the Council Chair’s Mandate
Letter from the Minister of Finance in 2018 shaped the 2018/19 Service Plan and the results reported
in this ASPR.

The following table highlights the key goals, objectives or strategies that support the key priorities of
Government identified in the 2018/19 Real Estate Council of BC Service Plan:

Government Priorities Real Estate Council of BC Aligns with These Priorities By:

e Working with the Minister of Finance to identify measures that the
Council can action to achieve Government’s commitment to

Making life more affordable improve housing affordability.

Ensuring RECBC is a trusted authority in real estate regulation.

Delivering the services . .
e Fostering a culture of service excellence.

people count on

e Providing consumers and licensees with the information to

A strong, sustainable participate effectively in real estate transactions.

economy

Operating Environment

Several changes occurred within RECBC’s operating environment that impacted 2018/19
performance results.

A major technological modernization initiative was launched to enable RECBC to update business-
critical systems to provide more effective and efficient services to consumers and real estate licensees.
This initiative provides the foundation to expand our ability to provide online services, and to
continue the development of an online licensee platform with the goal of providing tools and
resources that real estate licensees can use to manage their ongoing educational and licensing
requirements.

RECBC made investments to support strong employee engagement, retention and recruitment, and to
build capacity across business areas to help us deliver on our mandate. These efforts were also in
response to extraordinary employee turnover of 49% through the fiscal year, in part as a result of the
business transformation and also due to the competitive job market in the BC lower mainland.
RECBC is further addressing this workforce risk by examining its total compensation and benefits in
relation to those of other regulatory and crown agency employers. Operational efficiency and
performance risks were addressed through organizational restructuring to create an Operations
Department including a dedicated staff team to support technology modernization initiatives.

Risks and opportunities associated with implementing the agency and disclosure rules introduced by
the Superintendent of Real Estate in June 2018 continue to be monitored by RECBC to ensure real
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Real Estate Council of BC

estate consumers, licensees and stakeholders understand the impacts of the ban on dual agency and
new disclosure requirements, and licensees are able to access education and training resources needed
to achieve a higher bar of professionalism.

The unprecedented high levels of real estate market activity and rising real estate values experienced
in BC in recent years dropped significantly in 2018/19. Historically, numbers of new entrants to
licensing courses and applicants for licensing follow the patterns seen in market activity. While no
material decline in licensee numbers has yet been observed, RECBC plans budgets conservatively in
order to ensure that service standards can be maintained in the event of changes in licensing revenue.

Report on Performance

RECBC has made progress on each of the strategic actions set out by Government. The following
section summarizes how RECBC measures and reports performance for its three key goals.

Goals, Objectives, Measures and Targets

This performance report highlights RECBC’s results achieved for the fiscal year ending March 31,
2019.

Goal 1: Consumers and licensees have the information and resources they need to
participate effectively in real estate transactions.

To ensure that real estate consumers are well-informed and feel empowered to make the decisions that
are most appropriate for them, they need access to independent, relevant, accessible information that
helps them to understand the process of a real estate transaction, and the risks and issues that may be
encountered. Real estate licensees require effective pre-licensing education and continuing
professional regulatory education to ensure their skills and knowledge remain up-to-date in order to
comply with regulatory requirements.

In 2018/19 RECBC invested in developing information for online and offline delivery to help
consumers build the skills and knowledge they need to make sound real estate decisions, and to
support real estate licensees to gain and maintain the professional knowledge to provide a high level
of service.
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Objective 1.1 Increase the availability of consumer resources to support informed

real estate decisions.

Key Highlights:

e Developed series of five consumer information videos relating to the consumer disclosure forms
introduced on June 15, 2018 for launch through social media channels as the first phase of an

extended consumer awareness campaign.

e Developed an expanded consumer resources section of RECBC website, including fact sheets,
FAQ’s, consumer advisory notices, and resource directory, to support real estate consumers’

information needs.

e Developed and launched updates to enhance usability of RECBC’s public online database of real
estate licensees and discipline decisions, to enable real estate consumers to more easily locate
information about real estate professional’s licensing and discipline.

e Completed an audit of RECBC’s brand, with recommendations for key strategic enhancements to
support increased engagement with members of the public and real estate licensees.

in a real estate transaction.

Performance Measure(s) 2017/18 2018/19 2018/19 2019/20 2020/21
Actuals Target Actuals Target Target
1.1a Percentage of consumers who feel informed ; 0
and knowledgeable to participate effectively N/A EStab!'Sh 70% N/A 5%
baseline increase

Data Source: Biennial consumer survey

Discussion

RECBC will measure real estate consumers’ self-reported levels of knowledge and confidence
through a survey conducted every two years by a third-party market research firm. In a survey of
1,100 British Columbians over the age of 18 conducted by the market research firm Insights West,
respondents who had either bought or sold real estate within the past two years, or who planned to buy
or sell real estate in the upcoming two years agreed that receiving consumer information at an early
stage in the real estate process about real estate transactions and the services to expect from a real
estate professional is important to ensure that consumers feel prepared to make informed real estate
decisions. The survey results provide an important baseline for measuring the impacts and
effectiveness of planned resources that REBC will develop and introduce for consumers through
2020/21 to ensure they understand key consumer disclosures provided to them by real estate licensees.

The survey was conducted in September 2018.

2018/19 Annual Service Plan Report
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Objective 1.2:  Increase the standard of education and resources provided to

real estate licensees
Key Highlights:

e A comprehensive third-party review of RECBC’s regulatory education was completed in June
2018.

e In August 2018, RECBC published an education whitepaper outlining plans for achieving
enhanced standards of regulatory education to promote increased professionalism among real
estate licensees and to strengthen consumer protection.

e Transition of the development and administration of regulatory education from the BC Real Estate
Association to RECBC was initiated in 2018/19.

e A new relicensing education requirement was developed and launched in May 2018 to ensure that
real estate licensees have the skills and knowledge to comply with requirements under rules
introduced in June 2018.

¢ Significant enhancements to RECBC relicensing education courses in 2018/19 include the
addition of online components and assessment in advance of in-class instruction to enhance
competency development, learning outcomes and practice by encouraging higher-order learning

Performance Measure(s) 2017/18 2018/19 2018/19 2019/20 2020/21
Actuals Target Actuals Target Target
Percentage of managing brokers who agree . _— L
1.2a that RECBC education prepares licensees N/A izt:ebl::f: 87% otﬂi?mlé]::z:\rs]e ol;ﬂiilcr:]rt::;e
for competent and professional practice
1 1< 0, 0, 0
1.9b Numbe_r of website visits to RECBC 134,000 _ 5% 381,994 _ 5% _ 5%
professional resources pages increase increase increase

Data Source: Annual managing broker survey and www.rechc.ca website analytics

Discussion

Significant increases in the numbers of website visitors to RECBC professional resources for real
estate licensees are attributable to a sustained communications campaign implemented in 2018/19
ahead of the effective date of the changes to BC’s agency and disclosure rules for real estate licensees.
RECBC provided weekly email updates to all licensees, along with explanatory videos, guides, online
FAQs, webinars and podcasts. RECBC launched an additional professional resources section of its
website containing an easily-searchable repository of the information produced for real estate
licensees relating to the rules changes, as a convenient point of reference to assist real estate licensees
to comply with the new requirements.

In a survey of licensees conducted in January 2019, managing brokers indicated that the new
mandatory regulatory education course had been effective to ensure that real estate licensees
understand how to comply with the requirements of the June 2018 rules changes and are prepared for
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changes to their professional practice, enabling them to continue to provide competent service to real
estate consumers.

Goal 2: RECBC is a Trusted Regulatory Authority

Objective 2.1:  Raise awareness of RECBC’s mandate and strengthen

relationships with stakeholders
Key Highlights:

e RECBC strengthened relationships with key industry stakeholders by conducting a provincial
Listening Tour from July — September 2018, meeting with industry representatives from each
of the eleven regional real estate boards to hear feedback on the implementation of the agency
and disclosure rules effective from June 15, 2018.

e Consultation meetings with representatives from the rental property management industry and
commercial real estate industry were held in September 2018 to review issues arising from the
introduction of agency and disclosure rules.

e RECBC conducted a survey of all real estate licensees assessing their self-reported levels of
competence and confidence in complying with the regulatory requirements and assessing
changes in practice resulting from the introduction of new agency and disclosure rules.

e RECBC developed and published an Implementation Report summarizing the key themes in
feedback received from industry members and real estate consumers on the implementation of
the agency and disclosure rules effective from June 15, 2018.

e RECBC enhanced the transparency of its decision-making and governance by opening Council
meetings to members of the public and publishing dates of upcoming meetings, agendas and
meeting minutes on the RECBC website. In addition, RECBC now publishes Council
committee and Advisory Group membership and terms of reference on the RECBC website
along with details of active and ongoing consultations with external stakeholders including
real estate licensees and members of the public.

e Developed and adopted a Stakeholder Engagement Framework to guide future engagement
with industry members, real estate consumers, and other key stakeholders.

Performance Measure(s) 2017/18 2018/19 2018/19 2019/20 2020/21
Actuals Target Actuals Target Target
Percentage of recent real estate . L L
2.1 consumers who are aware of RECBC N/A E)j:ebl:lr?eh 65% mﬁ:?::;r;eor Mi?:?::;geor
and recognize the RECBC brand

Data Source: Biennial consumer survey

Discussion

In a survey of 1,100 British Columbians over the age of 18 conducted by the market research firm
Insights West, respondents who had either bought or sold real estate within the past two years, or who
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planned to buy or sell real estate in the upcoming two years were asked whether they recognized the
Real Estate Council of BC. The survey was conducted in September 2018.

Objective 2.2:
consumers

Key Highlights:

RECBC will work with partners to identify and reduce risks to

e Signed a Memorandum of Understanding with the Financial Transactions and Reports
Analysis Centre of Canada (FINTRAC) to cooperate and share information to facilitate anti-
money laundering enforcement activities in BC’s real estate sector, becoming the first
provincial real estate regulator to partner with FINTRAC in the fight against money-

laundering.

e Collaborated with the Office of the Superintendent and Ministry of Finance on initiatives to
examine the role of the managing broker in BC’s changing real estate landscape, exploring
potential regulatory approaches to enhance consumer protection.

e Presented to the Ministry of Finance’s Expert Panel on Money Laundering in BC Real Estate
assessing legislative and regulatory gaps that could contribute to risks of money laundering
and administrative non-compliance in the real estate services sector.

Performance Measure(s) 2017/18 2018/19 2018/19 2019/20 2020/21
Actuals Target Actuals Target Target
5% Maintain or
Number of people who access RECBC 5% 32% increase increase
2.2 X . . 4,676 . . . 5
Advisory Notices online increase increase from prior | from prior
year year

Data Source: RECBC website analytics

Discussion

In 2018/19 RECBC added new consumer advisory information to its website to inform real estate
consumers about the introduction of new rules for real estate licensees banning the practice of dual
agency and increasing mandatory disclosure requirements to consumers. These information resources
were in addition to extensive consumer information developed by RECBC as part of the mandatory
disclosure forms introduced for use with real estate consumers in all residential, commercial and

rental real estate transactions effective June 15, 2018.

2018/19 Annual Service Plan Report
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Objective 2.3:

The Independent Advisory Group Report published in 2016 included 28 wide-ranging
recommendations on measures to strengthen the enforcement of conduct requirements for real estate
licensees and increase consumer protection. RECBC committed to implementing recommendations
that are within its jurisdiction and to working collaboratively with the Superintendent’s office to
support the implementation of those recommendations that require changes to the rules governing the

conduct of real estate licensees.

Key Highlights:

Implement those recommendations of the Independent Advisory
Group Report under RECBC’s responsibility

Published Enhancing Protection for Real Estate Consumers in BC: Third Progress Report on
Recommendations from the Independent Advisory Group on Conduct and Practices in the
Real Estate Industry in BC, a report on activities undertaken up to March 31, 2018, as
requested in the government’s Mandate Letter.

Recommendation 5: introduced four new mandatory disclosure forms and a mandatory
agreement to be used in specific cases of conflict of interest, ensuring that all forms reflected
an appropriate emphasis on consumer protection and the public interest

Recommendation 12: Ongoing advertising and communications to promote awareness of
RECBC’s Anonymous Tipline, to facilitate reporting of licensee misconduct.
Recommendation 13: Completed an information-sharing agreement with FINTRAC to combat
money laundering and promote licensee compliance with reporting requirements under the
PCMLTFA

Recommendation 14: Conducted webinar with managing brokers and developed educational
materials for managing brokers to distribute to licensees, to promote awareness of advertising
guidelines and potential consequences of aggressive marketing practices targeting vulnerable
members of the public

Recommendation 15: Expanded capacity of RECBC’s audit department, development of new
tools to increase awareness by managing brokers of policies and procedures to ensure
compliance under the Real Estate Services Act

Recommendation 18: Increased efficiencies and expanded capacity in compliance and legal
departments, including procurement for a case management system

Recommendation 26: Introduced new mandatory relicensing education course, Rule Changes:
Agency and Disclosure

Recommendation 28: Surveyed consumers and licensees to measure level of awareness,
knowledge gaps regarding RECBC and real estate information; developed consumer videos
and associated tools to promote awareness of new rules

Performance Measure(s) 2017/18 2018/19 2018/19 2019/20 2020/21
Actuals Target Actuals Target Target
2.3 Recommendations initiated or completed 25% 50% 80% 75% 100%
Data Source: RECBC progress reports
2018/19 Annual Service Plan Report 14
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Discussion

As reflected in the February 2019 Service Plan, we are retiring this measure in order to focus on
implementing measures to strengthen enforcement of conduct requirements for real estate licensees
and increase consumer protection. We will work collaboratively with OSRE to improve market
conduct, identify measures to improve housing affordability, and support the implementation of any
measures that will require changes to the rules governing the conduct of real estate licensees.

Goal 3: RECBC fosters a culture of service excellence

Objective 3.1:  RECBC employees are engaged and motivated

Engaged and motivated employees contribute to higher levels of organizational success. To create a
workplace that enhances employee satisfaction and commitment, in 2018/19 RECBC invested in
creating the foundation for a work environment in which all employees are accountable for
implementing our strategic priorities and receive the support to increase their skills, expand their
knowledge and develop their careers.

Key Highlights:

e Implemented an employee performance framework with clear goals and accountabilities that
align with operational priorities and tie eligibility for increases to performance outcomes.

e Conducted a third-party compensation, benefits and pension review in 2018/19.

e Carried out a renovation of the RECBC physical premises, including installation of ergonomic
workstations.

e Invested in technology to increase efficiency, enhance the ability of staff to collaborate and
communicate effectively.

e Provided opportunities for internal education and communications, investments in employee
training for business context.

e Contracted with Great Place to Work Canada to conduct an inaugural workplace engagement
survey of RECBC employees.

Performance Measure(s) 2017/18 2018/19 2018/19 2019/20 2020/21

Actuals Target Actuals Target Target

3.1  Level of employee engagement N/A EStab!'Sh 75% M_amtaln or M_alntam
baseline increase or increase

Data Source: Employee engagement survey trust index

Discussion

RECBC measures its employee engagement through a workplace survey conducted by Great Place to
Work Canada. RECBC achieved a 96% employee participation rate on the 2018/19 survey, its first-
ever measurement of employee engagement. The GPTW survey asks participants questions relating to
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leadership, organizational credibility, respect, fairness, pride and camaraderie in the workplace. The
results of the survey provide a sound foundation upon which to build further employee engagement
initiatives.

Objective 3.2:  Enhance the efficiency and timeliness of compliance and

licensing processes

To ensure that RECBC can effectively manage the increasing number and complexity of complaints
and investigations in a timely manner, we are committed to developing processes that enable the
organization to respond effectively to a changing environment. In 2018/19, RECBC focused on
streamlining administrative and licensing processes, automating internal document management,
prioritizing and expediting critical investigations, and implementing practices to facilitate and
encourage flexibility and problem-solving. RECBC has made significant strides in making licensing
processes available online, and we will continue to streamline and enhance these services.

Key Highlights

e Initiated the transition of licensing processes online with the goal of eliminating paper
applications.

e Initiated procurement of a case management system to introduce process efficiencies in
compliance and legal departments.

e Enhanced complaint intake process introduced to increase efficiency of investigations.

Performance Measure(s) 2017/18 2018/19 2018/19 2019/20 2020/21
Actuals Target Actuals Target Target
Average number of calendar days to Maintain or Maintain or | Maintain or
3.2a A L 310 296
complete a complaint investigation decrease decrease decrease
— Maintain or | Maintain or
Percentage of complete applications for Maintain or increase increase
3.2b  new individual licences processed within 76% - 99% . .
increase from prior | from prior
three weeks
year year

Data Source: RECBC complaints tracking system and RECBC licensing tracking system (note that 2017/18 is a 9-month

fiscal period)

Discussion

RECBC demonstrates its ability to respond to reported conduct issues in a timely manner, while

continuing to ensure administrative fairness, through the average length of time required to complete
complaint investigations. As RECBC continues to streamline and automate processes, we will update
this performance measure to improve service standards.

In addition to providing services to the public, RECBC has an obligation to provide licensing services
to suitable and qualified applicants in a timely manner. The processing of new licence applications is
a key indicator of licensing service standards and efficiency.
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Financial Report

The Real Estate Council of BC does not receive taxpayer funding. Key activities described in this
2018/19 Annual Service Plan Report were primarily funded through licensing assessment fees which
are gathered biennially from the more than 25,000 individuals and brokerages we license and regulate.
A small portion of our revenue in 2018/19 was derived from enforcement sanctions, and as is required
under the Real Estate Services Act was directed to the internally-restricted deferred contribution
Education Fund.

RECBC'’s budget includes fees collected and remitted on behalf of the Superintendent of Real Estate,
the Real Estate Errors and Omissions Insurance Corporation, and the Real Estate Compensation Fund
Corporation. RECBC expenditures are divided between investigative functions (compliance
department and a portion of audit and legal expenses) and other administrative costs (education,
communications, legal, audit and professional advisory services).

Discussion of Results
For the year ended March 31, 2019.
Highlights

This discussion of financial position and results of operations of the Real Estate Council of BC
(RECBC) should be read in conjunction with our audited consolidated financial statements for the
year ended March 31, 2019. Please note that prior year comparatives are to a nine-month fiscal year in
2017/2018, as RECBC changed its fiscal year end to March 31 in accordance with government
service plan reporting requirements.

RECBC is the provincial crown agency responsible for protecting consumers by licensing and
regulating real estate professionals providing trading services, rental property management services,
and strata management services. Results include the consolidated financials of the Real Estate Errors
and Omissions Corporation (REEOIC), a government business entity controlled by RECBC.

The impact of the audited financial statement of the REEOIC investment are significant and directly
affect the accumulated remeasurement gains (losses) recognized annually by RECBC.

Together with REEOIC the accumulated surplus is $31,366K and is comprised of $30,667K for the
operating surplus and a gain of $699K for the remeasurement gains and losses as a result of the
consolidation with REEOIC as at March 31, 2019.

Although not specifically identified on the consolidated statement of financial position, the RECBC
accumulated surplus, without REEOIC, is $8,495K.
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Resource Summary

2018/19 2018/19
Variance Variance
2017/18 2018/19 2018/19 Actual to Actual to
$ thousands Actual Budget Actual Budget 2017/18
Total Revenue
Licence Fees 776 1,141 1,100 (41) 324
Assessment Fees 5,465 10,002 9,809 (193) 4,344
Course Fees 259 902 1,301 399 1,042
Other Interest and Investment Income (net) 167 (179) 234 413 68
Total Revenue 6,667 11,866 12,444 578 5,778
Total Expenses
Operational & Administration 3,247 5,150 5,699 550 2,452
Investigative 2,949 4,030 4,024 (6) 1,075
Other 496 1,312 907 (405) 411
Total Expenses 6,692 10,492 10,630 139 3,938
Excess of Revenue over Expenditure (25) 1,374 1,814 439 1,840
Total Liabilities 881 881 972 91 91
Accumulated Surplus-RECBC 6,680 6,680 8,495 1,815 1,815
Accumulated Surplus-REEQIC 22,482 22,482 22,871 389 389
Capital Expenditure 201 1,208 1,339 131 1,138

Note 1: The above financial information was prepared based on Canadian public sector accounting standards.

Note 2: 2017/18 was a nine-month fiscal year.

2018/19 Annual Service Plan Report
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Variance and Trend Analysis

RECBC does not receive taxpayer funding. Our revenue comes from licensing fees, education fees,
and enforcement sanctions issued against licensees under the Real Estate Services Act.

Licensing and Assessment Fee Revenue

RECBC collects licensing fees and assessment fees as outlined in its Bylaws under section 85 of the
Real Estate Services Act. A licence fee of $50 is collected to cover costs associated with licence
issuance, while an additional licence fee of $150 is collected on behalf of the Superintendent of Real
Estate and remitted to that office. An assessment fee of $500 is collected to cover operational
expenses and for matters under the administration of RECBC.

Licensing and assessment fee revenue varies according to real estate market conditions. Licensing fee
revenues in 2018/19 were $1,100K and assessment fee revenue was $9,809K, for a total licensing and
assessment fee revenue of $10,909K .

Education Fee Revenue

RECBC receives a portion of education fees paid to the University of British Columbia, Sauder
School of Business, Real Estate Division for pre-licensing education courses, mandatory relicensing
education courses, and remedial education courses. RECBC also receive a portion of education fees
paid to the British Columbia Real Estate Association for Applied Practice Course and mandatory
relicensing education courses.

Education revenue varies according to real estate market conditions and the numbers of new entrants
to the real estate industry. In 2018, a new mandatory relicensing education course was introduced, the
Rule Changes: Agency and Disclosure course, delivered by the Real Estate Division, Sauder School
of Business. The course contributed an additional $747K in revenue. RECBC received $289K from
the British Columbia Real Estate Association for the mandatory relicensing education course.
Education revenues in 2018/19 were $1,301K, a 402% increase over 2017/18.

Enforcement Sanction Revenue

RECBC collects sanctions relating to enforcement matters. Enforcement sanctions revenue includes
administrative penalties and discipline penalties issued under the Real Estate Services Act. Sanction
revenue may vary significantly between periods and is allocated to RECBC’s Education Fund, to be
spent for the purposes of educating real estate licensees and the general public about real estate
transactions and the services to expect of licensed real estate professionals. RECBC received $147K
in revenue, a 23% increase over 2017/18 as we increase the prosecution of discipline cases from
conduct occurring after the RESA amendments in 2016.

Total Operating Expenses

Employee compensation totals $6,521K, which is approximately 61% of operating expenses. This is
consistent compared to 2017/18, however represents an increase of $2,529K, or 63% over the prior
year. The increase was largely attributable to costs associated with organizational restructuring,
recruitment and attrition, and were in line with budget for the year. RECBC competes for staff with
law, accounting and audit firms, as well as with other regulators. Our compensation package includes
performance-based salary increases. To remain competitive, we introduced a total compensation
framework in 2018 to ensure our salaries are comparable with other similar organizations.
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We engage consultants when we need specialized services, primarily legal services in relation to
prosecution of disciplinary matters. Other professional services costs in 2018/19 include technology
consultants, recruitment fees and hearing transcription services.

Our offices are in downtown Vancouver. In 2018/19 we expanded our premises to accommodate our
growing organization. Our 17,000 square feet of office space cost approximately $26/sq ft for
2018/19.

Risks and Uncertainties

RECBC is developing an enterprise risk management program to identify and manage our risks and
support our strategic planning priorities. RECBC maintains a business continuity plan to restore
critical functions promptly in the event of a disaster or business disruptions.

Volatility in real estate markets can cause licensing and education revenues to fluctuate. We hold
approximately six months operating expenses as unrestricted surplus to fund operations and maintain
$2,416K of operating surplus in internally restricted funds.

Revenue from enforcement sanctions cannot be predicted.
The REEOIC investments are impacted by investment returns, both realized (through sales, interest,

or dividends) and unrealized (through fluctuations in market values). At March 31, 2019 the balance
of unrealized gains for RECBC’s investment in REEOIC, net of income taxes, was $699K.
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Auditor’s Report

RYAM:H® REAL ESTATE COUNCIL
OF BRITISH COLUMBIA

Management's Report

Management's responsibility for the financial statements

The financial statements have been prepared by management of the Real Estate Council of British
Columbia (the "Council") in accordance with the Canadian public sector accounting standards and
the integrity and objectivity of these statements are management's responsibility. Management is
also responsible for all of the notes to the financial statements, and for ensuring that this
information is consistent, where appropriate, with the information contained in the financial
statements. A summary of the significant accounting policies are described in Note 2 to the
financial statements. The preparation of financial statements necessarily involves the use of
estimates based on management's judgment, particularly when transactions affecting the current
accounting period cannot be finalized with certainty until future periods.

Management is also responsible forimplementing and maintaining a system of internal controls to
provide reasonable assurance that reliable financial information is produced. The internal controls
are designed to provide reasonable assurance that assets are safeguarded, transactions are
properly authorized and recorded in compliance with legislative and regulatory requirements, and
reliable financial information is available on a timely basis for preparation of the financial
statements.

The Council is responsible for ensuring that management fulfils its responsibilities for financial
reporting and internal control and exercise this responsibility through the Finance and Audit
Committee of the Council.

The external auditors, Grant Thornton LLP, conduct an independent examination, in accordance
with Canadian auditing standards, and express their opinion on the financial statements. The
external auditors have full and free access to financial management of the Council and meet
when required. The accompanying Independent auditor's report outlines their responsibilities,
the scope of their examination and their opinion on the financial statements.

On behalf of the Council:
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Elain Duvall Erin Seeley
Chair Executive Officer
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g Grant Thornton

Independent Auditor’'s Report

Grant Thornton LLP
Suite 1600
333 Seymour Street
’ s ; Vancower, BC
To the Real Estate Council of British Columbia 6B 0A4
T+1 604 687 2711

F +1 604 685 6569
To the Ministry of Finance:

Opinion

We have audited the consolidated financial statements of Real Estate Council of British Columbia
(“RECBC"), which comprise the consolidated statement of financial position as at March 31, 2019, and the
consolidated statements of operations and accumulated operating surplus, remeasurement gains,
changes in net financial assets and cash flows for the year then ended, and notes to the consolidated
financial statements, including a summary of significant accounting policies.

In our opinion, the accompanying consolidated financial statements present fairly, in all material respects,
the financial position of RECBC as at March 31, 2019, and its results of operations, its changes in its net
financial assets, and its cash flows for the year then ended in accordance with Canadian public sector
accounting standards.

Basis for opinion

We conducted our audit in accordance with Canadian generally accepted auditing standards. Our
responsibilities under those standards are further described in the Auditor's Responsibifities for the Audit
of the Consolidated Financial Staterments section of our report. We are independent of RECBC in
accordance with the ethical requirements that are relevant to our audit of the consolidated financial
statements in Canada, and we have fulfilled our other ethical responsibilities in accordance with these
requirements. We believe that the audit evidence we have obtained is sufficient and appropriate to
provide a basis for our opinion.

Responsibilities of management and those charged with governance for the consolidated financial
statements

Management is responsible for the preparation and fair presentation of these consolidated financial
statements in accordance with Canadian public sector accounting standards, and for such internal control
as management determines is necessary to enable the preparation of consolidated financial statements
that are free from material misstatement, whether due to fraud or error.

In preparing the consolidated financial statements, management is responsible for assessing RECBC's
ability to continue as a going concern, disclosing, as applicable, matters related to a going concern and
using the going concern basis of accounting unless management either intends to liquidate RECBC or to
cease operations, or has no realistic alternative but to do so.

Those charged with governance are responsible for overseeing the RECBC's financial reporting process.
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Auditor’s responsibilities for the audit of the consolidated financial statements

Our objectives are to obtain reasonable assurance about whether the consolidated financial statements
as a whole are free from material misstatement, whether due to fraud or error, and to issue an auditor's
report that includes our opinion. Reasonable assurance is a high level of assurance, butis not a
guarantee that an audit conducted in accordance with Canadian generally accepted auditing standards
will always detect a material misstatement when it exists. Misstatements can arise from fraud or error and
are considered material if, individually or in the aggregate, they could reasonably be expected to influence
the economic decisions of users taken on the basis of these consolidated financial statements.

As part of an audit in accordance with Canadian generally accepted auditing standards, we exercise
professional judgment and maintain professional skepticism throughout the audit. We also:

e |dentify and assess the risks of material misstatement of the consolidated financial statements,
whether due to fraud or error, design and perform audit procedures responsive to those risks, and
obtain audit evidence that is sufficient and appropriate to provide a basis for our opinion. The risk of
not detecting a material misstatement resulting from fraud is higher than for one resulting from error,
as fraud may involve collusion, forgery, intentional omissions, misrepresentations, or the override of
internal control.

*  Obtain an understanding of internal control relevant to the audit in order to design audit procedures
that are appropriate in the circumstances, but not for the purpose of expressing an opinion on the
effectiveness of the RECBC's internal control.

» Evaluate the appropriateness of accounting policies used and the reasonableness of accounting
estimates and related disclosures made by management.

e Conclude on the appropriateness of management's use of the going concern basis of accounting
and, based on the audit evidence obtained, whether a material uncertainty exists related to events or
conditions that may cast significant doubt on the RECBC's ability to continue as a going concern. If
we conclude that a material uncertainty exists, we are required to draw attention in our auditor's
report to the related disclosures in the consolidated financial statements or, if such disclosures are
inadequate, to modify our opinion. Our conclusions are based on the audit evidence obtained up to
the date of our auditor's report. However, future events or conditions may cause the RECBC to cease
to continue as a going concern.

» Evaluate the overall presentation, structure and content of the consolidated financial statements,
including the disclosures, and whether the consolidated financial statements represent the underlying
transactions and events in a manner that achieves fair presentation. We communicate with those
charged with governance regarding, among other matters, the planned scope and timing of the audit
and significant audit findings, including any significant deficiencies in internal control that we identify

during our audit.
gmfﬂm (L

Vancouver, Canada Chartered Professional Accountants
May 13, 2019
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Audited Financial Statements

Real Estate Council of British Columbia

Consolidated Statement of Financial Position

March 31 2019 2018
Financial assets
Cash and cash equivalents $ 6,304,420 S 5,008,474
Investments (Note 3) 1,246,876 1,890,059
Investment in government business enterprise (Note 4) 22,871,433 22,482,490
Accounts and accrued interest receivable 286,625 154,020
30,709,354 29,535,043
Liabilities
Accounts payable and accrued liabilities (Note 5) 389,257 217,645
Deferred revenue 207,300 492,415
Deferred contributions - Education (Note 6) 375,236 170,704
971,793 880,764
Net financial assets 29,737,561 28,654,279
Non-financial assets
Prepaid expenses 233,946 216,305
Tangible capital assets (Note 7) 1,394,575 291,650
1,628,521 507,955
Accumulated surplus $ 31,366,082 $ 29,162,234
Accumulated surplus is comprised of:
Accumulated operating surplus $ 30,667,420 S 29,246,129
Accumulated remeasurement gains (losses) 698,662 (83,895)
$ 31,366,082 $ 29,162,234
Commitments and contingency (Note 9)
On behalf of RECBC 2y =
il Chair / Executive Officer
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Appendix A — Additional Information

Corporate Governance

Information about RECBC’s Corporate Governance can be found at:
https://www.recbc.ca/about/governance.html

This includes links to information regarding:
e Council members
e Council committees and advisory groups
e Executive Team

RECBC Organizational Overview

Information about RECBC’s operating environment can be found at:
https://www.recbc.ca/about/overview.html.

This includes links to information about:
e RECBC’s mandate
e Core business areas
e Organizational goals

The Real Estate Services Act, the enabling statute for RECBC, is available here:
https://www.recbc.ca/licensee/legislation.html.

Contact Information

Real Estate Council of BC

Suite 900 — 750 West Pender Street
Vancouver, BC

V6C 2T8

Phone: 604-683-9664 | Toll-free: 1-877-683-9664 | Email: info@recbc.ca | Website: www.recbc.ca

Related Organizations

Information about the Real Estate Compensation Fund Corporation can be found at:
https://www.recbc.ca/about/ar.html

Information about the Real Estate Errors and Omissions Corporation can be found at:
https://www.reeoic.com/

Information about the Office of the Superintendent of Real Estate can be found at:
https://www?2.gov.bc.ca/gov/content/governments/organizational -structure/ministries-
organizations/central-government-agencies/office-of-the-superintendent-of-real-estate
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