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Pay Me Now or Pay Me Later

There is no question that the prices 
of goods and services are increas-
ing. Labour shortages, supply chain 

issues and low interest rates are just 
some of the factors driving up the cost of 
everything from buying groceries, to eat-
ing out, or hiring a contractor. For condo-
minium owners this is going to mean 
higher condo fees, and the greater pos-
sibility that your condominium corpora-
tion will need additional funding. It is 
best to be prepared, and aware of the 
potential impacts for board members and 
condominium owners.  

The budget of a condo corporation is 
broken into 2 parts – 1. the operating 
budget which budgets to pay for the day-
to-day operating expenses, and 2. the re-
serve fund budget which provides 
funding for major repairs and replace-

ments to the common property. 
From an operating budget perspec-

tive, condo boards should be prepared 
for their service providers to be seeking 
increases in their contracts to compen-
sate for their increased cost of buying 
goods and materials and higher labour 
costs. Contractors are likely going to 
charge more for their time, and they will 
need to pass along the additional cost of 
parts and materials. These increases will 
be in addition to the typical increase in 
utilities and the significant increases 
most condos have already experienced 
for insurance premiums. Operating 
budget increases are a normal annual  
occurrence, but I think the current envi-
ronment will cause operating budget in-
creases to be more significant than they 
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have been in last few years.  
There should be no question that Re-

serve Fund budgets for condo corpora-
tions are going to be impacted by the 
increase in the cost of major repairs and 
replacements. From a short-term per-
spective any condo corporation embark-
ing on a major project is likely going to 
be surprised at the increased cost of 
doing major work. There are statistics 
available on general construction infla-
tion, but it’s hard to point to something 
totally appropriate and meaningful. What 
is appropriate and meaningful for a 
condo corporation is how much more it 
is going to cost to complete a major proj-
ect today vs. what was budgeted in the 
Reserve Fund Study.  

If your corporation was planning to do 
major work, say roofs, or windows, or 
roadways in the next few years, even if 
you had an appropriate budget 2 years 
ago, you will likely find the same project 
will cost 10%-30% more. For a large 
project this can be a substantial amount 
of money.  

Condo corporations undertaking 
major work need to closely compare the 
actual cost of doing the work to what 
was budgeted in their Reserve Fund 
Study. In many cases the increase in cost 
is going to leave condo corporations with 
a shortfall to complete the work. Even if 
you have enough money in your Reserve 
Fund, if the cost is more than planned 
you should consider the impact to your 
long-term funding plan and consider 

doing an update to your Reserve Fund 
Study to assess the impact.  

Immediate funding needs aside, the 
Reserve Fund also typically accounts for 
somewhere between 30%-50% of the 
monthly condo fees. When your condo 
corporation undertakes their next Re-
serve Fund Study update (required every 
3 years at a minimum in Ontario) you 
should expect the increased cost of major 
work planned in the future will require 
increased Reserve Fund contributions. If 
you are planning major work in the next 
3 to 5 years, the funding need may be 
significant. If your major projects are fur-
ther out on the horizon (10 to 30 years) 
you should have more time to increase 
your savings to meet your future obliga-
tions.  

Look closely at the inflation rate being 
used in a new study and question the ap-

propriateness. The historical inflation rate 
of 2% that has been used in most Re-
serve Fund Studies may no longer be ap-
propriate, at least for the next several 
years.  

Simply put, condo fees are going to 
need to increase. Many condo corpora-
tions will also need to re-assess their cost 
expectations for major repairs and re-
placement. If your corporation finds itself 
in need to of additional funding the cor-
poration can raise funds through increas-
ing the condo fees (by raising the 
contribution to the reserve fund), through 
a special assessment, or by borrowing 
through a loan to the condominium cor-
poration. Each of the above strategies 
has merits, and boards should evaluate 
each one to determine the best fit for the 
community.  

If you are unsure how to evaluate 
these alternatives, speak with your Re-
serve Fund planner and consider speak-
ing with someone familiar with develop- 
ing lending solutions for condo corpora-
tions. If it appears that additional funding 
may be required don’t hesitate to tell 
your owners and let them know that the 
board is working on potential solutions.  

Most condo owners expect minimal 
changes to their monthly condo fees, and 
there can be an unrealistic expectation 
that their financial obligations end with 
paying their monthly condo fees. Now is 
the time to be realistic, communicate, 
and set new expectations with your own-
ers.     
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