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Executive Summary  
and Recommendations

Social housing providers in the Greater Toronto and 
Hamilton Area (GTHA), especially those providers 
funded under previous federal housing programs, have  
a significant opportunity to leverage substantial equity  
to add to the supply of new affordable housing. 

Some of the operating agreements and mortgages under which these providers have been 
operating have already expired and this trend will accelerate in the next few years. 

In general, housing providers created under the Federal programs between 1978 and 
1988, generally referred to as Section 27 or Section 95 providers, are the most suitable for 
leveraging their assets to build new affordable housing. The suitability of these providers 
is due to the low proportion of households requiring RGI subsidies compared with other 
programs, which can run as high as 100%. Of the GTHA’s 144,000 units of social housing, 
almost 39,600 units were built in these federal programs. 

There is a small but growing number of existing Section 95 housing providers who 
have already, or are in the process of, leveraging their housing to creating additional 
affordable housing. There is the potential, however to do much more.
From the 28,400 Section 27/95 units of either private non-profit or co-operative housing, 
it is estimated that perhaps $350-400 million could be leveraged and targeted towards 
the creation of new affordable housing.

Nevertheless there are key issues housing providers must deal with before considering 
leveraging their assets to create new housing: 

77 Financial7and7Physical7Conditions:7Providers with well-maintained buildings and 
healthy replacement reserves and cash flow are in a much better position to leverage 
their assets than those with financial or maintenance concerns;

77 Board7and7Staff7Capacity:7Due to the length of time and complexity required to 
undertake re-mortgaging and new development, a provider’s Board of Directors needs 
to be stable, knowledgeable and engaged to ensure that it is able to navigate the 
opportunities and barriers of these processes when they arise. Many boards have little 
capacity for undertaking new developments and most providers do not have staff 
with expertise in the development of new housing; and  

77 Access7to7Land:7Providers who are able to utilize land they already own for new 
housing are in theory, at an advantage over other providers who must purchase 
new properties. Co-op providers, in particular, would be quite hesitant to purchase 
land that was not adjacent to their existing site. While helping to build a sense 
of community, this practice significantly limits the opportunity and scale of new 
housing.  
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Although general reports have been undertaken on the financial and physical viability of 
the not-for-profit housing providers post end of operating agreements in the GTHA, there 
are no comprehensive studies for these not-for profit existing housing providers created 
under federal housing programs. It should be noted that some Service Managers are in the 
process of doing so. Until the studies are completed, only general estimates can be given 
as to how many housing providers in the GTHA are in a good position to leverage their 
assets. 

While municipalities are quite supportive of new affordable housing, the level of financial 
support from Service Manager municipalities varies significantly in the GTHA. And very few 
area municipalities have financial incentives to support its creation. When they have been 
provided, they are either on a ‘one-off’ basis for individual projects or result from the 
new housing being built in an area designated for financial incentives. When undertaking 
due diligence, providers should discuss their proposal with both the 1st and 2nd tier 
municipalities to see what incentives are available. 

To maximize the creation of new housing through leveraging this paper suggests the 
following recommendations:

1.7 Non-Profit/Co-operative7Housing7Organizations7and7Service7Managers

a. Increase the capacity of housing provider boards through further outreach and 
education. Attention should be placed on highlighting not only the risks but also 
the opportunities arising from the expiry of operating agreements, the benefits 
of developing new affordable housing and the potential for partnering with other 
non-profit/co-op housing providers or private sector developers;

b. Strongly encourage or require their Section 27/95 members to undertake an 
analysis of their financial and capital repair status and make plans to prepare for 
the end of their operating agreements;

c. Create or support housing development organizations to offer help for individual 
providers in building new affordable housing;

d. Continue to educate providers on the potential benefits of leveraging and 
showcase successful projects; 

e. Continue to encourage collaboration or even amalgamation of providers as a 
means of increasing their financial strength and promoting their long-term 
stability even apart from the ability to undertake leveraging to create new 
housing;

f. Foster collaboration among strong housing providers who are interested in new 
development to optimize the use of land and/or other resources, including 
private sector developers;

g. Service Managers should explore ways of create a satisfactory approach to 
providing mortgage guarantees for new non-profit and co-op housing that 
acknowledge alternative sources of funding such as CMHC or IO; and

h. Service Managers should also consider establishing a Project Development 
Funding mechanism that is more flexible and faster than the existing CMHC 
mechanism.

2.7 Financial7Institutions/CMHC

a. CMHC should examine its policies to eliminate insurance premiums if existing 
housing providers re-finance existing assets to create new affordable housing;

b. Financial institutions should work more closely with Service Managers and 
reconsider criteria for mortgage guarantees so that a financially viable new 
housing developments created through leveraging are not unfairly penalized in 
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trying to access mortgage financing. This could reduce costs for both provider 
and financial institution; and

c. Alternative financing organizations should continue to be promoted to fill in 
financial gaps in the new social housing financing/re-financing system. 

3.7 Upper7and7Lower7Tier7Municipalities

a. Extend financial incentives to all non-profit housing providers. Current practices 
discourage providers from intensifying existing sites and add significant costs;

b. Create a staff liaison to help boards navigate the development approvals process 
and speed up any applications for new affordable housing; 

c. Provide greater flexibility and more support for projects built by private-sector 
and non-profit partners in planning and development policies; and

d. Undertake an assessment of surplus municipal land to see which is most suitable 
for affordable housing and reserve it for this use.

4.7 Federal/Provincial7Governments

a. Any forthcoming Federal and Provincial new housing program should reserve a 
portion of their funds to specifically target existing non-profit and co-ops who 
can leverage their existing housing to create new affordable housing; 

b. To maximize the number of units created using Federal-Provincial funds for 
housing created through leveraging, this program should require municipalities 
– including both municipalities in two tier government structures – to require no 
payment of development charges and/or no increase in property taxes payable for 
a minimum of 20 years; 

c. Continue efforts to achieve a model suitable for social housing re-financing 
including providing federal infrastructure funds to support the development of 
a sector-led Canadian Housing Bank. The creation of such a funding mechanism 
needs to have close co-ordination with Infrastructure Ontario, CMHC and the 
newly created Canada Infrastructure Bank; and

d. Amend current HST legislation to ensure that housing providers maintain 
their HST rebate status after their operating agreements expire. The HST 
rebate currently used by housing providers can be used to shore up operating 
expenditures, maintain RGI levels and/or be used towards building new affordable 
housing through leveraging. 

Given the barriers confronting providers, building new housing through leveraging is 
not a panacea for the Greater Toronto and Hamilton Area’s affordable housing shortage. 
In fact, the reality is that it will be an ongoing process in the next decade and beyond. 
Nevertheless, a growing number of housing providers have proven that leveraging can 
develop modest amounts of new affordable housing. As such, leveraging should be 
viewed as one of a growing number of strategies that can be used to address the need 
for affordable housing. In order to fully utilize the opportunity that leveraging presents, 
it will be necessary for all of the above noted sectors to work together and find new 
strategies and opportunities that prevent the construction of new affordable housing.  
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1.0 Introduction

By any measure, there is a significant need for more 
affordable housing in the Greater Toronto and Hamilton 
Area (GTHA). In 2014, more than 117,920 households 
were on a waiting list for social housing, with an average 
wait of 5.1 years (ONPHA, 2015). 

Due to the fiscal realities confronting all levels of government and to the complexity 
and scale of the problem, there is no panacea for the housing affordability problem in 
the GTHA. Reflecting this, local and senior governments in Ontario have embarked on 
a number of initiatives to promote the construction of new affordable housing and – 
through rent supplements and renovation loans – to improve the affordability of existing 
social and private-sector rental housing. These new-supply initiatives have included 
capital funding for new affordable units, municipal financial incentives such as the waiver 
of development charges and other municipal fees, and the provision of rent supplements 
for low-income households. 

In recent years there has been a growing interest in the potential for non-profit and 
co-op housing providers to help meet this demand by leveraging the value of the assets 
they currently own to create new affordable housing. The interest in this strategy reflects 
the growing number of housing providers with Operating Agreements that have recently 
expired or will expire within the next five to ten years.

The purpose of this paper is to explore the necessary conditions for social housing 
providers to undertake this strategy, the barriers that may prevent them from successfully 
leveraging their assets and the incentives available that enhance their ability to build new 
affordable housing. As some providers in Ontario have built or have under development, 
new affordable housing by leveraging their assets, this paper will also examine the factors 
which allowed them to succeed. Lastly, this paper will provide recommendations on how 
senior governments, municipalities, housing providers and non-profit housing associations 
can promote the construction of new affordable housing using leveraged assets. 

While there has been an understandable focus on new development, another factor that 
could potentially exacerbate the shortage of affordable housing is that much of the 
existing social housing stock – particularly public housing built more than 40 years ago – 
may become uninhabitable without significant capital investment in repairs and upgrades. 
Some estimates have suggested that 70% of the province’s social housing units, many of 
which are over three decades old, had an aggregate capital reserve shortfall of more than 
$1.2 billion in 2014 (ONPHA, 2014, 8). The recently release Toronto Mayor’s Task Force on 
the Toronto Community Housing Corporation estimated that the 58,000 units of Toronto 
community housing are in need of $2.6 billion in capital repairs.  Service managers, who 
have the funding responsibility for public housing as well as a legislated obligation to 
ensure specific minimum numbers of affordable units in their areas, have begun to explore 
potential for leveraging the value in the public housing stock to upgrade the existing 
portfolio. This paper will include a brief examination of this issue.
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1.1 Methodology

To examine the potential for existing social housing providers to build new affordable 
housing through leveraging assets in the GTHA this report has used a combination of 
research techniques. As the expiration of Operating Agreements has been a concern for 
a number of years, this report builds its analysis by looking at a number of studies and 
reports undertaken on this and other related issues. Further research was undertaken 
by interviewing a variety of relevant organizations, including housing administration 
staff from all six GTHA service managers, municipal planning staff, financial institutions, 
housing sector organizations, private-sector developers as well as individual housing 
providers. The intent of these interviews was to examine how each group was responding 
to the challenges of expiring operating agreements as well as the potential barriers and 
opportunities for new housing through leveraging assets. As some housing providers in 
Ontario and elsewhere in Canada have built new housing by leveraging existing social 
housing, this paper also examined these projects to better understand the factors 
contributing to their success. 

For the purpose of this paper, “social housing” is defined as non-ownership (rental) 
housing owned by public/municipal corporations, private non-profit corporations and 
co-operative housing corporations.  These various corporations have as their goal the 
continuing operation of the housing at rents (or housing charges) that are at or below 
market rental rates. All references to “affordable housing” are to housing built after the 
mid-1990s whose rents are at or below an area’s average market rents. Since 2003, the 
majority of new affordable housing has been built under the Affordable Housing Program 
and Investment in Affordable Housing programs, with the ownership of the units being 
extended to the private sector, not just the not-for-profit sector.
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2.0 Social Housing and Operating 
Agreements

The major categories of social housing developed in 
Ontario over the past 60 years have been:

77 Ontario Housing Corporation stock developed directly by the Province of Ontario 
in the 1960s and early 1970s, with all of the housing being rented to low income 
households on a rent geared to income basis.

77 Section 27/95 housing developed from the late 1970s until the late 1980s and owned 
by independent non-profit and co-operative housing corporations with typically 
between 25 and 50% rented on a rent geared to income basis with the balance 
rented at low end of market rents.

77 Federal-Provincial and Provincial unilateral housing developed in the late 1980s and 
early 1990s, owned by non-profit and co-operative housing corporations with often 
70- 80% of the units rented on an RGI basis, with some supportive housing providers 
at 100% RGI.  The operating agreements for these non-profit corporations were 
cancelled 15 years ago with the passage of the Social Housing Reform Act (now the 
Housing Services Act).

77  Affordable housing developed since 2003 to the present by non-profit, private sector 
and co-operative organizations, with housing mostly at 80% of average market rents.

A more detailed description of these programs can be found in Appendix A1.

2.1 What are Operating Agreements?

Operating agreements are between government and individual non-profit or co-operative 
corporations (i.e. not public housing). The agreements typically set out the rent 
levels, level of subsidy and length of the agreement.  The agreements were commonly 
for 35 years although some were for 50 years. The Federal-Provincial and Provincial 
unilateral agreements were cancelled by the Social Housing Reform Act (SHRA) and the 
obligations of providers under the agreements were replaced by the provisions of that 
Act (subsequently replaced by the Housing Services Act). Whereas operating agreements 
had an expiry date, the HSA does not set an end date to the obligations laid upon social 
housing providers it governs.

2.2 Implications for Housing Providers from the End of 
Operating Agreements

Most of the discussion surrounding the end of operating agreements has until recently 
focused on the perceived threat to housing providers’ financial stability. In particular, 
there is concern that providers will no longer be able to maintain their buildings properly 
while charging rents that low-income households can afford.

On the other hand, the end of operating agreements also provides the opportunity 
for non-profit groups to build new affordable housing by freeing them from the 
administrative requirements of the funding programs and removing the restriction on 
obtaining additional financing using their existing property as security. 
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It is important to keep in mind that in the short- to medium-term leveraging 
opportunities arising from expiry of operating agreements are limited to Section 95 
providers, since these agreements have begun to expire already, thus freeing providers 
from the refinancing restrictions that accompanied the providers’ mortgages. Section 27 
providers will begin to be able to leverage assets in the middle of the next decade since 
current (50-year) agreements under this program will start to expire in the mid-2020s. 
Thus, of necessity, this paper primarily focuses on Section 95 providers.

Under the Section 95 program, the subsidy available to the provider is the difference 
between the actual cost of carrying the current mortgage and the calculated cost of 
paying the mortgage at an interest rate of 2%.  Providers are expected to use the 
subsidy first of all to reduce the rents/housing charges of all the units to low end of 
market and then use the remainder of the subsidy to assist low-income residents who 
cannot afford even that amount. In fact, the combination of relatively low capital costs 
(reflecting prices from the late 1970s) and historically low interest rates means that 
providers generally don’t need any of the Section 95 subsidy to bring down rents/housing 
charges to market since their actual costs are below market-rent levels in the GTHA. 
Thus, all of the available Section 95 assistance can be used for RGI subsidy. This reality 
highlights a factor that has always been true of Section 95 properties, namely the lower 
the percentage of units receiving RGI, the more likely it is the provider will be in a good 
financial position at the expiry of the mortgage and the operating agreement.

However, some Section 95 housing providers are facing a dire financial future without 
ongoing support. Providers funded under The Urban Native Housing portion of the Section 
95 program, for example, rent all of their units to households with very low incomes and 
so need additional subsidy to break even. If this additional subsidy ends along with the 
operating agreement, such providers would not be able to continue to house their current 
residents since these households can’t afford to pay rents that will cover operating costs. 
Even in these situations however, there are some Urban Native Housing providers taking a 
more innovative approach in leveraging their assets and creating new affordable housing 
although they would need the continuing financial support of their Service Manager post-
EOA as described below in the example of Sacajawea non-profit housing in Hamilton. 

Another complication for providers whose operating agreements will expire is their status 
under HST rules. Currently, providers receiving subsidy from any level of government are 
eligible for a rebate of a portion of the HST they pay. Once government subsidy drops 
below 40% of their income, however, providers are no longer eligible for the rebate. 
This means providers will face an immediate increase in their costs upon expiry of their 
operating agreement. 

In addition to the loss of these subsidies and HST rebates, the end of operating 
agreements for Section 95 housing providers will mean:

77 No longer being subject to the obligations as outlined in their operating agreements 
and related provisions of the Housing Services Act;

77 Requirements regarding maximum household income limits no longer apply;

77 No longer being subject to the Service Managers’ guidelines or pre-approval regarding 
rent increases or use of the Capital Reserve Fund;

77 No longer qualifying for exemptions from the Residential Tenancies Act as social 
housing with regard to rent setting, rent increases or assigning and subletting units;

77 No longer requiring consent from the Service Manager or Ministerial Consent to 
remortgage, redevelop, sell or transfer a property;

77 Not necessarily having access to future streams of funding for social housing or 
Service Manager assistance unless a new partnership is established.
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3.0 Opportunities for Leveraging

3.1 Factors that favour leveraging

Over the past 65 years, more than 144,000 units of social housing were built in the GTHA. 
However as numerous studies have shown, only a minority of housing providers will be in 
the financial position to consider re-financing with the goal of building new affordable 
housing upon the expiry of their operating agreements. Their ability to do so depends 
primarily on their capital and operating positions. The former refers to the general 
physical state of the buildings and in particular, the adequacy of their capital reserve 
for future repairs as well as current and future capital needs as identified in Building 
Condition Assessment studies. Operating position refers primarily to financial health of 
a provider and uses Net Operating Income (revenues less expenses before accounting for 
mortgage payments) as an indicator to see whether projects will be financially viable after 
EOA. 

Those that have a low capital position and a high operating position 
are generally believed to be best suited to create new housing by 
leveraging their assets. 

According to a 2012 study by the Housing Services Corporation (HSC) and the Ontario 
Municipal Knowledge Network (OMKN), housing developed under the Federal Housing 
Programs are projected to be more viable upon expiry of their mortgages than their 
counterparts built in subsequent programs. The primary reason for this is the relatively 
low proportion of households requiring RGI subsidy in federal projects compared with 
housing in other programs, in which RGI levels of 75% are not uncommon. As a result, 
housing providers that developed under federal programs are generally in a better 
operating position than those funded by later programs because a higher proportion of 
their residents can pay a rent/housing charge equal to the actual operating cost of the 
unit they occupy without relying on government subsidy. (The HSC/OMKN study thus 
agrees with earlier work conducted by Focus Consulting et al in 2006 that reached a 
similar conclusion.)

A case study carried out by Tim Welch Consulting Inc. examined in detail three not-for-
profit housing providers in good repair in the western GTA where there will be significant 
increases in operating surplus – ranging from $250,000 to $350,000 in annual operating 
surplus (or $2,500 to $4,000 per unit in annual operating surplus) – with the end of 
operating agreements.  These surpluses could be leveraged to support the creation of 
new affordable housing either on the existing housing providers’ land or through the 
acquisition of nearby land.

 3.2 Number of Federal Projects in GTHA

Almost 39,600 social housing units were built in the GTHA under the Federal Government’s 
Section 95 program (for more information on this and other housing programs please refer 
to Appendix A1). Of these, more than 25,600 or 65% are located in the city of Toronto, 
with the remainder distributed among the five other service areas. The 17,175 units 
created by private non-profit corporations and the 11,196 units created by non-profit 
co-operative corporations in the GTHA under the federal programs are the most likely 
social housing units that can be leveraged for the creation of new affordable housing.  
In addition the 9,867 units of municipal non-profit housing created under the federal 
housing programs could offer similar potential to leverage, however the municipal non-
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profits will be making decisions about leveraging in a portfolio wide context which may 
need the leveraging to focus mostly on undertaking capital repairs for the older public 
housing stock.  

The following section will examine the federal housing in the six GTHA service areas and 
highlight what actions are being undertaken by service managers to respond to the end of 
operating agreements. 

3.2.1 Region of Durham

Of the Region’s 6,400 social housing units, almost 1,900 were built under the federal 
programs that ran from 1978 to 1988. The majority of these federally funded units are 
owned and operated by small non-profit organizations while 303 units are owned by 
Durham Region Non-Profit Housing Incorporated, the Regional Municipality’s arms-length 
housing provider. Mortgages for 11 of 14 of the Region’s federal social housing sites will 
expire in the next five years, with only one mortgage expiring in the next 5 - 10 years. 
The mortgage agreements in the two remaining sites will expire in more than 10 years. 

Durham Region Housing staff have indicated that there are 4 - 5 federal non-profits 
looking at the potential to leverage their housing once the operating agreements expire 
– some will consider new housing and others will focus on leveraging funds to undertake 
capital repairs or top up their capital reserve accounts.

Included in the above figures of social housing are the 860 units built in 11 federal co-
operatives in Durham Region. The Co-op Housing Agency noted that it only has mortgage 
agreement information on nine of these 11 sites with 3 mortgages expiring in the next 
three years and the other six expiring in more than 10 years. Of these nine co-ops, four 
were considered to be ideal for leveraging due to their excellent physical condition and 
healthy financial situation (Further details can be found in Section 3.3.1).

While the federal non-profits in Durham generally have good governance, and many will 
have significant operating surplus with the expiry of their operating agreements, there 
is concern that those providers may not have the resources, expertise or energy required 
to support new development.  The Region of Durham has made it clear it would not be 
providing financial guarantees for new affordable housing financing or re-financing of 
existing non-profits or co-ops.    

Durham 
Region

Halton
Region

Hamilton
(City of)

Peel 
Region

Toronto 
(City of)

York
Region

Total

Section 95 Non-Profit 571 559 2,292 1,186 7,309 592 12,509
Section 95 Municipal 345 0 N/A 2,053 3,888 31 6,317
Section 95 Co-op 328 409 484 809 5,223 786 8,039

Total Section 95 Units 1,244 968 2,776 4,048 16,420 1,409 26,865
Section 27 Non-Profit 121 319 730 261 2,920 315 4,666
Section 27 Municipal N/A 0 N/A 90 3,460 0 3,550
Section 26/27 Co-op 358 0 243 480 2,044 32 3,157
Co-op ILM 173 194 N/A 60 816 101 1,344

Total Other Federal Units 652 513 973 891 9,240 448 12,717
Total Federal Units 1,896 1,481 3,749 4,939 25,660 1,857 39,582

Table71: Number of Federal Social 
Housing Units in the GTHA  

 
Source: Suttor, 2014
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3.2.2 Region of Halton

There were approximately 1,500 units of social housing built under the federal programs 
in Halton Region. Of these, 878 were built by private non-profit corporations, 409 by 
Section 95 co-ops and the remaining 194 by co-ops funded under the Index-Linked 
Mortgage program.  

According to a recent study, two federally funded non-for profits housing providers in 
Halton are considered to be in good enough financial and physical condition to support 
leveraging. One, whose operating agreement will expire within the next five years is 
projected to have an annual operating surplus of approximately $350,000.  All social 
housing providers, will want ensure their capital repair needs are met and that their 
residents continue to be housed affordabley, but these two not-for profits are examples 
of housing providers which could potentially re-finance their buildings to support the 
creation of much needed additional units.

3.2.3 City of Hamilton

According to City data, there are 3,749 units built on 95 sites under federal non-profit 
housing programs in the late 1970s to late 1980s. Of these, approximately 188 were 
under the Urban Native program, while 973 were constructed under the Section 26/27 
program. The remaining 2,776 units were constructed under the Section 95 program. 
These dwelling units are located a variety of building types, including apartments 
(walk up to high-rise), duplexes and semi- and single-detached dwellings. There are a 
significant number of older (80-120 years old) existing detached, semi-detached and 
duplexes acquired through the federal housing programs, especially for urban native 
housing programs which are 100% RGI.

At present, the operating agreements for 31 housing sites consisting of 800 dwelling 
units have had their operating agreements expire. In the next five years, an additional 
1,717 dwelling units on 43 sites will no longer have an operating agreement. The 
operating agreements for the remaining 21 sites (748 dwellings) will expire between 
2021 and 2028. It should be noted that nearly 968 (30%) of the 3,749 dwelling units in 
federal projects are owned and managed by the private non-profit organization, Victoria 
Park Community Homes Inc.    

The concerns of other Service Managers regarding the significant financial costs to deal 
with existing and future capital repairs are also shared by the city of Hamilton.  The city 
wants to work with all existing social housing providers – including Federal providers 
whose agreements are expiring and therefore will not have a formal relationship with the 
city – with the goal of ensuring as much housing stays affordable and in good repair in 
the decades ahead.

The non-profits whose operating agreements have already expired have not significantly 
changed their rents or target populations, essentially maintaining the mandates 
they have always had.  The City is aware of a couple of federal non-profits interested 
leveraging their assets with the goal of expansion but, with its current focus on having 
up-to-date building condition assessments and ensuring capital repair needs are met, 
the City has not actively reached out to providers to encourage them to consider their 
potential for expansion/leveraging.

Not included in these figures are 848 units of social housing in ten federal co-ops. Of 
these, 5 co-ops will have their operating agreements expire in the next five years. The 
remaining 5 co-ops’ operating agreements will expire within the next 5 – 10 years. Using 
the Co-op Agency’s analysis, only two of the ten co-ops are rated as having a low risk 
while an additional two co-ops were rated to have a moderate risk. The remaining six co-
ops were identified as having an above-average or high risk due to their poor financial 
state or physical condition. 
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3.2.4 Region of Peel

There are over 4,900 units of social housing in Peel Region created under the federal 
programs of the late 1970s to late 1980s with 2,143 of these owned and operated by Peel 
Living, the Region’s municipal non-profit housing corporation. In addition to these units, 
almost 1,300 units were built as federal program co-ops in 11 different sites. There were 
also 1,447 private non-profit units built under the Section 27 and 95 programs. It is the 
section 95 providers which offer the more immediate opportunities for leveraging. 

A 2015 study undertaken by TWC on housing intensification examined in detail two 
Section 95 housing providers located in Peel Region. These two examples illustrated that 
there are providers which will have increased annual operating surpluses of more than 
$200,000 once the operating agreements expire. These are examples of housing providers 
that have the potential to leverage/refinance their existing housing to create additional 
housing (either on their own or on other sites). 

A report by the Co-op Housing Agency further noted that eight of the 11 federal co-ops 
in Peel are rated as low or moderate risk because of the good condition of their sites and 
buildings because of their overall financial health.  These co-ops, which would include the 
two mentioned above, therefore have the potential to leverage their existing housing.

Over the past two years, the Region of Peel as Service Manager has been looking at its 
social housing stock in order to prepare for a post end of operating world.  In 2014 a 
detailed study was undertaken to look at the operating and capital needs as well as the 
potential for intensification and redevelopment of Peel Living sites. Due to its size and 
age, Peel Living’s stock includes housing created under OHC programs, Section 95 federal 
programs, Federal-Provincial Programs, Provincial unilateral programs as well as AHP and 
IAH initiatives. 

Although the study recognized the potential for some intensification and redevelopment 
on some low-density former OHC and Section 95 sites, Peel Living has focused its efforts 
on leveraging resources using its entire portfolio as opposed to individual sites. The 
impetus for this strategy is due to the very significant financial pressure to cover long-
term capital repairs to its diverse housing stock.

The Region, as Service Manager, has been moving forward with an assessment of 
the private non-profit and co-op housing it administers, including having building 
condition assessments undertaken as well as examining the potential for intensification/
redevelopment of the non-profit and co-op sites.  This work is expected to be completed 
by the end of March 2016. 

Peel Region housing staff have also been meeting with a number of Section 95 private 
non-profits and federal co-ops administered by the Co-op Housing Agency and have 
identified challenges providers face in trying to create new housing by leveraging existing 
assets.  

Region housing staff believe that some of these issues could be helped by highlighting 
best practices among existing housing providers that have already added new units and 
helping build the development capacity of providers that have potential to leverage their 
assets.  The Region is considering giving providers more flexibility in the selection of 
residents for the new housing created with capital funding it provides.  It may also have 
to consider if it needs to provide financial guarantees during the construction stage of 
development or even become more directly involved in facilitating mortgage financing.
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3.2.5 City of Toronto

More than a quarter of Toronto’s social housing stock was built under and administered 
under federal programs. Of the 25,660 federal dwelling units in the city, more than 
10,000 were built as non-profit corporations while 7,267 were built as federal co-ops. 
An additional 7,348 units were built for the two previous municipal non-profit housing 
corporations (which are now administered by Toronto Community Housing Corporation) 
while 816 were built with an Index Linked Mortgage. 
In 2015 the City organized a forum and published a discussion guide for the 45 Section 
95 non-profit housing providers on preparing for the end of operating agreements. Further 
forums/outreach will occur in 2016. 

Service Manager housing staff have undertaken high-level analysis which indicates that 
almost all of the federal private non-profits will have an operating surplus once the 
Section 95 agreements expire, although more up-to-date building condition assessments 
should be done to help providers plan for future capital repairs and upgrades.

The City of Toronto’s housing division hasn’t yet undertaken a comprehensive study 
to look at the intensification/redevelopment potential of existing non-profit housing 
providers since the primary focus has been to preserve the affordability of the existing 
stock. The City would like to see a continuing, although different relationship with federal 
non-profits as operating agreements expire, including being able to offer additional 
housing allowance or rent supplement funding to help maintain the affordability of those 
units.

Similar to Peel Living, TCH examines its capital, operating and redevelopment potential on 
a portfolio wide basis with the very significant need of capital repairs as a major factor in 
its decision making. Many of the high profile redevelopments of TCH such as the Regent 
Park, Alexandra Park and Lawrence Heights community are focused on the replacement of 
energy inefficient and poor quality 50-60 year old housing that was originally developed 
by OHC.  While these major redevelopments are not increasing the overall number of social 
housing units, they are resulting in a transformation of the previous TCH units, replacing 
them with modern, good quality, energy efficient housing.  

The City in its role as Municipal Service Manager does oversee TCH, but the decisions 
regarding the potential of TCH sites to be refinanced or redeveloped have been driven 
by TCH board and staff over the past decade.  TCH’s portfolio-wide perspective means 
that even if there are some federal program developments that will generate increased 
operating surpluses once their operating agreements expire, those surpluses are likely to 
be used to contribute the existing operational and redevelopment goals of TCH.  

The recently released Mayor’s Task force on TCH states there needs to be a continuing 
focus on redevelopment of TCH sites.  The Task Force recognizes the significant value of 
TCH assets of $9 billion (or the equivalent of $155,000 per unit).  The proposed options 
for re-organizing TCH acknowledge the importance of a separate and effective entity to 
facilitate housing development and revitalization (somewhat like the former resource 
groups that assisted the non-profit sector during the development phase of the federal 
programs).

The Co-op Housing Agency reported that 33 of the city’s 94 federal co-ops were rated 
low risk due to the good physical condition of their buildings and site and their healthy 
financial position. This means the 33 co-ops have potential to leverage their existing 
housing. The 32 co-ops in Toronto rated as having moderate risk could also have some 
potential for leveraging. (Further details can be found in Section 3.3.2.)  
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3.2.6 York Region

A quarter of the social housing stock in York Region was built under Federal Programs. 
More than 900 social housing units were built by private non-profit organizations under 
the Section 27 and 95 programs with an additional 31 units built for a municipal housing 
provider. Just over 800 units were built in 11 co-ops under Section 95/27 programs while 
100 co-op units were built under the Index-Linked Mortgage program. Of these 11 Section 
95/27 co-ops, 9 were identified by the Co-op Agency as presenting a low or moderate 
financial risk upon the expiry of their operating agreement. 

The remaining 5,600 units of social housing were built under a variety of housing 
programs. The largest number (2,600) were built and administered by the federal/
provincial municipal non-profit program with an additional 1,000 social housing units 
built under the federal/provincial co-op program. 

3.2.7 Service Manager Perspectives

A number of the Service Manager staff interviewed raised similar issues regarding the 
challenges of having federal private non-profits and co-ops potentially re-financing to 
create new housing

These challenges include:

77 Modest interest by providers’ boards in new development as they have been solely 
focused on the operation of their existing buildings for many years.

77 Lack of capacity/experience among boards and staff to undertake the significant work 
involved in new development and re-financing, especially for housing providers that 
currently operate just one project.

77 Boards’ unwillingness to undertake the risks inherent in the development of new 
affordable housing. 

77 Difficulty in obtaining construction financing since financial institutions, including 
Infrastructure Ontario and CMHC, appear to want corporate guarantees by larger 
organizations, such as Service Managers.

77 Perception by many of the providers, particularly the co-op sector, that new housing 
will mean too much involvement by the Service Manager in selecting residents for the 
new housing.

3.3 Requirements for Leveraging

In considering whether or not to develop new housing, a provider must examine the state 
of its finances, the physical condition of its site and buildings, the capacity of its board 
and residents to carry out the tasks involved in new development. 

3.3.1 Financial and Physical Conditions

According to the Agency for Co-operative Housing, 144 federal co-operatives in the GTHA 
will have their operating agreements end within the near to medium term, 66 co-ops 
within the next five years and another 29 in the following five years. As was noted in 
Section 2.3, most of federal co-ops in the GTHA are located in Toronto, with 94. The 
remaining Service Managers each have 9 – 11 co-ops within their respective boundaries. 
Together, these co-ops provide 18,597 units of affordable housing.

The Co-op Agency has undertaken an examination of the co-ops they administer to 
understand their financial situation (which in turn could be seen as approximation for the 
co-ops potential ability to leverage their assets towards the creation of future new co-op 
housing). 
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The examination classifies co-ops based on their risk factor: 

77 Low7Risk:7Co-op is in excellent physical condition, has accumulated earnings and 
reserves and is able to continue contributing to its replacement reserves;

77 Moderate7Risk: Co-op is in good or better physical condition, has access to adequate 
cash resources and its able to contribute to its replacement reserve after covering its 
debt service and operating costs. 

77 Above-Average7Risk: Co-op has issues that could cause potential financial difficulties 
in the near future. Such issues include: fair but not poor physical condition; earnings 
that are not sufficient to cover current expenses and make adequate contributions to 
the replacement reserve; its accumulated earnings and replacement reserves are low 
and access to other cash resources is limited; and vacancy losses or housing charge 
arrears are significantly higher than the median level.

77 High7Risk:7Co-op is in financial difficulty or is poorly managed and is at risk of 
failure without intervention and continuing support. Problems found in high risk co-
ops include low or non-existent replacement reserves, accumulated operating deficits 
and insufficient earnings to cover debt service and expenses before contributing to 
its replacement reserve. 

In total, the Co-op Agency found that 47 (33%) of the 144 federal co-ops in the GTHA 
have a low risk of financial or physical deterioration.  These could be ideal candidates for 
leveraging assets to build new co-op housing. Another 52 or 36% of the GTHA’s federal 
co-ops were found to have a moderate risk and may be able to leverage and potentially 
use that leveraging to build new co-op housing with their assets.  The Agencies rankings 
did not indicate if there was any physical potential to add new co-op units on existing 
housing sites.

The remaining 45 co-ops should not be considered for additional housing due to their 
above-average or high risk rating. 

Of the low and moderate risk co-ops, 49 will have their operating agreements expire in 
the next five years, with another 20 in between five and 10 years. 

While it would be less complicated for federal co-ops to delay refinancing until their 
existing operating agreements and mortgages expire, there have been some co-ops have 
been able to refinance in the past couple of years to undertake needed capital repairs 
without significant financial penalties.  In addition, both CMHC and the Ontario Ministry 
of Municipal Affairs and Housing have recently shown greater flexibility to allow non-
profits to refinance before the existing operating agreements have expired in order to 
permit leveraging for the purpose of creating new affordable housing. (Examples will be 
highlighted below in the best practices section.) 

Low Moderate
Above Avg/

High
Low Moderate

Above Avg/
High

Low Moderate
Above Avg/

High
Hamilton 2 3 2 3 10
Halton 1 2 2 1 1 1 1 9
Peel 1 3 2 1 2 1 1 11
York 2 2 1 3 1 1 1 11
Toronto 14 19 12 9 3 5 10 10 12 94
Durham 2 1 2 3 1 9

Total 20 29 20 13 7 9 14 16 16 144

Total
< 5 Years 5 - 10 Years > 10 Years

Table72: Risk of Leveraging for 
Federal Co-ops in the GTHA 

 
Source: Co-op Agency, 2015
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It should be noted that a similar study for federally adminstered private non-profit 
housing providers does not exist at the moment. When asked, some Service Managers did 
indicate that they were undertaking building condition and financial audits for non-profit 
providers in their service area. 

3.3.2 Board and Resident Capacity

While important, the financial health and physical condition of a co-op or non-profit are 
only two factors in the equation to determine if a provider can leverage its assets for new 
housing. Just as important are the board’s attitude towards the overall concept and its 
capacity to overcome the challenges associated with the process. A 2015 study of three 
federal not-for profit housing providers (all of whom were in good physical and financial 
health) by Tim Welch Consulting found that their respective boards and members were 
very cautious when approached with the idea of undertaking new development. There 
were a number of reasons for their caution, including: 

77 Concern that constructing additional housing would impede their ability to properly 
fund replacement reserves and carry out necessary maintenance on the existing units 
and that rents would increase;

77 Fear that the providers would not be able to maintain their current level of RGI; and

77 Reluctance to use increased operating surplus at the end of operating agreements for 
anything other than existing building operations. This reluctance is due in part to the 
negative messages that a number of non-profit housing advocacy groups have used in 
highlighting the impact of expiring operating agreements. The housing providers who 
showed an interest in new development indicated that they would prefer to access 
capital funding through the Investment in Affordable Housing program rather than 
leverage existing assets or use operating surpluses.

At the same time that the providers stated they would prefer to obtain IAH funding, 
they also expressed the fear that boards and members would lose autonomy by having to 
become subject to the rules and conditions Service Managers would require in exchange 
for this funding. A particular concern was the idea that member selection would become 
subject to the Service Managers’ co-ordinated access policies.
  
Constructing new housing is typically a lengthy process. Depending on the complexity of 
obtaining suitable land, the number of and type of development approvals required and 
financial constraints, the time between undertaking due diligence and occupancy of the 
new housing may stretch over a number of years. Board members were generally aware of 
this fact.

Some co-op and non-profit housing providers struggle to retain board members. This 
is consistent with the experience of the volunteer sector as a whole. It is difficult for 
the sector to attract volunteers when there are media headlines of problems with not 
enough funding for housing repairs, for example. Further outreach from Municipal Service 
Managers and non-profit housing organizations (such as the Ontario Non-Profit Housing 
Association and the Co-op Housing Federation of Canada) could be used to provide 
information to the Boards on the conditions necessary to create new housing, and those 
sector organizations could also provide education to strengthen the capacity of boards 
to knowledgeably  explore the feasibility of creating new housing.  There should also be 
a highlighting of best practices so that interested not-for profit providers can learn from 
providers who have recently gone through creating new affordable housing. 

3.3.3 Access to Land

The ability to create new housing also depends on the availability of suitable land.  
Some providers will have the ability to construct infill housing on their existing site 
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(by using vacant land, by demolishing some units or through a combination of both). 
Although there are a number of benefits to building on a housing provider’s existing 
property, infill projects can be very challenging to manage.  The challenge is further 
complicated when there is to be a demolition of some of the units as existing residents 
will have to be temporarily housed elsewhere while construction is under way.

Co-op and non-profit providers unable to utilize land they already own for new 
development will have to explore if they can acquire new land. Given the high demand 
for, and value of, land in the GTHA, it may be extremely difficult for housing providers 
have conditional offers accepted for longer than 60-90 days for a typical due diligence 
unless the land is owned by either another not-for-profit organization, government agency 
or very sympathetic private land owner. 

One possible role service managers and housing sector organizations could play is to 
facilitate partnerships.  

If, for example there was an existing social housing provider that was in a strong financial 
situation and wanting to create new affordable housing, then connections could be made 
with an existing non-profit or co-op with a housing provider of more modest financial 
situation but that had land which could be intensified. 

3.4 Lessons from other Provinces

BC7Housing
BC Housing is a crown corporation of the province of British Columbia that has been in 
existence for nearly 50 years. Its multiple roles include being the direct owner-operator of 
7,200 units of provincially owned public housing as well as administrator of programs that 
fund 100,000 non-profit and co-operative housing units in the province.

In the past two years BC Housing has begun two initiatives with the goal of 
strengthening the not-for-profit housing sector and promoting the leveraging of existing 
social housing to increase the supply of housing.

First of all, BC Housing is transferring the ownership of land it currently owns to non-
profit organizations that have already leased the land to develop housing. This re-uniting 
of the land with the housing owner increases the potential to refinance and/or add 
additional stock to those sites.

Secondly, BC Housing is moving to sell its public housing stock to non-profit housing 
societies.  The three related key goals of the sale, as highlighted by BC Housing’s 
Executive Director Shayne Ramsey in a fall 2015 webinar presentation, are to: 

77 strengthen the non-profit sector by giving it a greater economies of scale in its 
operations; 

77 promote a greater sense of entrepreneurship in the non-profit societies; and

77 encourage those societies to examine potential for the redevelopment and 
intensification of the public housing sites.  

77 Effectively, the province is strongly encouraging the leveraging of social housing to 
create new affordable housing.

Quebec7Network7of7Non-Profit7Housing7Study
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In 2014, research was undertaken on behalf of the Quebec Network of Non-Profit Housing 
to determine the financial viability of that province’s social housing once their operating 
agreements expire. The study sent questionnaires to 255 non-profit housing organizations 
and conducted interviews with 50 non-profit housing organization managers. Of the 255 
housing organizations studied, 102 or 40% will have their operating agreements expire 
within the next five years. 

The study highlighted that the 48,000 non-profit units in Quebec have an estimated 
value of $4.7 billion with a debt of only $1.1 billion, resulting in an overall equity of $3.6 
billion. 

The study found that the majority of housing providers were ill-equipped to deal with how 
the expiry of their operating agreement would impact their operations. Approximately 
60% of all providers stated that they have not discussed the issue or adopted a plan 
to prepare for this event. Using a financial simulation, the study noted that 88% of 
Section 95 projects will be viable at the end of their agreement. In contrast, almost 93% 
of projects funded under federal/provincial programs would not be viable once their 
agreement ended. 

One item of concern in this study was the physical condition of the non-profit housing 
stock. Many of the providers studied did not have a capital replacement or asset 
management plans to manage physical repairs to their property. In addition, the study 
also found budgets for maintenance and repairs were insufficient for their needs.

The study identified a number of reasons contributing to non-profit housing providers 
being unprepared for the impact of expiring operating agreements. With regard to the 
absence of capital or asset planning, providers were found to have a lack of knowledge 
in these matters, no resources to conduct the studies and the perception that asset 
management are mainly used for condominiums. In addition to general ignorance on 
the impact of expiring operating agreements, additional factors preventing planning for 
this event included the isolation of non-profit housing providers as well as the uneven 
availability of real estate planning and management resources.   

Of note is the lack of interest from non-profit housing providers to develop new homes 
financed by their own funds. The study stated there was a need to educate non-profit 
housing providers about the potential of autonomous financing that may be leveraged 
from their own property, for the purpose of new development and preserving the stock.
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4.0 Best Practices  
in Ontario and Canada

4.1 Findings from Case Studies

Despite all of the challenges noted above, there are a number of non-profit and co-
operative housing providers who have or are currently in the process of leveraging their 
assets to create new affordable housing. Although each situation is different, the case 
studies examined for this report (for further details please see Appendix A4) share a 
number of traits that enabled them to leverage their assets. These traits included:

Board7Capacity for operating the existing buildings and proposing to construct new 
affordable housing. All of the case studies included in this report had Boards who were 
able to keep their existing projects in good physical shape, maintain a healthy capital 
reserve and have a balanced (or modest surplus) operating budget. As well, these Boards 
were supportive of building new affordable housing and had sufficient experience from 
Board members or development consultants to navigate through the development process.
 
Access7to7suitable7land early in the development process was a key factor in helping the 
case studies succeed in building new affordable housing. For three of the six case studies, 
the new affordable housing utilized empty space on their existing property and was built 
as an addition to the existing structure. The remaining three case studies were not able to 
utilize existing land and were forced to search for land in their community. In one case, 
Marguerita was able to collaborate with a local church to purchase land for their new 
affordable housing for $1. The remaining two case studies were forced to purchase land 
from private owners.

The ability to utilize land already owned by the proponent is beneficial for a number of 
reasons including:

77 Cost (proponents don’t have to purchase land or incur soft costs related to the 
process of searching for and purchasing land);

77 Time (proponents can begin design work and obtain comments from applicable 
municipal departments for the affordable housing instead of waiting until a suitable 
parcel of land is found);

77 Stress (as land prices in GTHA have increased substantially over the past decade, 
finding suitable land can be extremely stressful and disheartening for non-profit 
and co-op boards. This is particularly the case when the number of suitable sites is 
limited and the costs of preparing the property for development (e.g. environmental 
remediation) are high.)   

77 Accessing7capital7funding (Previous Federal/Provincial capital funding programs 
often favour affordable housing proponents who currently own land for the proposed 
housing development as opposed to those who have a conditional offer or are still 
searching for land). 

Five of the six case studies also had more buildings on more than one site which enabled 
it to have the scale required to leverage a sufficient amount of resources for new 
affordable housing. In the case of Sacajawea and Innstead Co-op, the sale of scattered 
single and semi-detached dwellings provide funds for the construction of new buildings. 
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The Ridgeford, Tillsonburg and Marguerita projects were able to (or are planning to) 
leverage the value of properties whose mortgages had expired or were soon to expire.

Lastly, financial incentives were a crucial component in allowing the capital and operating 
budgets work for each example of leveraging. Examples of these incentives included the 
waiver of development charges, reducing the property tax rate to one similar to that 
of single family dwellings and implementing tax increment financing over a five year 
period. In the case of the Ridgeford development, the City of Toronto is agreeing to waive 
property taxes for a 20 year period. 

4.2 Municipal Incentives for Affordable Housing

As shown in Section 4.1, municipal incentives played an important role in making the 
construction and operating budgets of the new affordable housing projects to be viable. 
As some GTHA municipalities are currently exploring the possibility of implementing 
incentives for affordable housing developments a review was undertaken of best practices 
in areas outside of the GTHA. The following outlines a high level analysis of what traits 
these best practices share and should be applied to new incentives:

Visibility7and7Clarity
Incentives were easy to find on the municipalities website and provided sufficient 
explanation of what incentives were available and which projects were eligible for 
the incentives. In many cases municipalities have a dedicated web page to outline 
this information while others such as the City of Ottawa also include staff dedicated 
to providing this information should any questions arise. In each of the case studies 
documented, a clear definition of what constituted non-profit/affordable housing was 
also provided. Being able to document which incentives are available as early as the due 
diligence stage of development is important as it can provide certainty when creating 
capital and operating budgets. In doing, Boards can have more confidence in moving 
forward with a project knowing that assistance will be provided.

Uniformity
Given that the majority of GTHA municipalities are in a two-tier governance structure, 
it is important that municipal incentives at both levels have the same language when 
providing incentives. In Oxford County, both the County and local municipalities share 
similar language in their respective Development Charge waiver by-laws. Using similar 
language helps reduce confusion between municipalities and provides greater certainty to 
non-profit groups and financial institutions as to what is being provided for the project. 

Comprehensiveness
The most effective incentives are those that address all aspects of constructing and 
operating new affordable housing. For example, the City of Vancouver’s Rental 100 
program provides expedited and concurrent permit processing for new rental projects to 
reduce delays (which may increase soft and construction costs) in obtaining development 
approvals. The City of Peterborough addresses the high cost of the development 
approvals process by waiving the fees associated with such processes. This incentive 
is helpful in two ways in that it helps reduce the project’s overall cost and it reduces 
the cash flow problem that a number of non-profits experience prior to construction. 
Peterborough’s incentive program is also comprehensive in its geographic scope by 
covering portions of the city that are best suited for new affordable housing. Unlike other 
municipalities whose housing incentives are limited to downtown areas, the wide scope 
of Peterborough’s incentive program allows non-profits to intensify land on their existing 
sites and/or find more suitable land throughout the municipality.  

Detailed information on the case studies for municipal incentives can be found in 
Appendix A5. 
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5.0 Opportunities and Barriers for 
Leveraging Assets

5.1 Traditional Financial Institutions 

Leveraging existing social housing will almost always require working with a financial 
institution for a mortgage or loan against the existing social housing property.

Mortgage financing can be done through traditional financial institutions such as banks 
as well as credit unions. And there are a number of “alternative” financial institutions 
which have begun to emerge which can provide some additional assistance in leveraging, 
although on a smaller scale.

The financial institutions interviewed – RBC, First National, Infrastructure Ontario, 
CMHC – were all aware that many non-profits and co-ops were soon have their operating 
agreements and first mortgages end but they have only had experience with a few 
situations of re-financing existing providers in support of creating new affordable 
housing.    

There are a number of preferences or limitations on refinancing existing social housing 
mentioned in the interviews including: 

77 Preference for providers with multiple building portfolios with an overall significant 
positive cash flow. Some institutions will want smaller single providers to have higher 
equity contributions or have higher debt coverage ratios;

77 A strong track record of property management and positive cash flow;

77 Preference for a housing provider that can obtain either a government guarantee of 
financing or significant government contribution, including municipal incentives. 
(Infrastructure Ontario can only provide financing for housing providers that have 
some level of government support or operating agreement);

77 Loan to Value (LTV) ratio is often limited to 60% but could go as high as 75% in 
situations where there are loan guarantees or CMHC insurance;

77 More likely to provide a refinancing loan for housing in larger urban markets seen as 
strong markets, such as the GTHA

77 Some financial institutions require a larger mortgage amount- $3 million in the case 
of First National. However, CMHC will insure new developments as small as five units. 

 
Concerns are also expressed over a lack of development experience among some of the 
providers proposing to apply for loans. 

These institutions will require their mortgages to be secured on title in a first position, 
meaning that existing providers need to either have paid out their mortgage or being able 
to pay out as a condition of the new refinancing mortgage coming into effect. The federal 
government announced a policy change in 2015 to give social housing providers locked 
into long-term mortgages at higher rates the ability to pay out those mortgages without 
significant penalty but the policy has not yet been fully implemented.

CMHC has a number of policies that facilitate mortgage financing for new affordable 
housing.  Its Mortgage Flexibilities have eliminated insurance premiums for the financing 
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of new affordable housing, and CMHC has also demonstrated some willingness to insure 
financing for new affordable housing with lower debt coverage ratios (DCRs) than industry 
norms.  However, if an existing provider is leveraging equity from its existing building 
in support of developing new affordable housing, then this new mortgage may have to 
pay an insurance premium starting at 1.75% of the value of the re-financed loan which is 
serviced by the existing rental cashflow. The financial necessity of such a premium should 
be re-examined.

5.2 Alternative Financial Institutions

There are additional financial institutions focused on supporting not for profit 
organizations including providing support for new affordable housing. 

The Community Forward Fund has been active for about five years and provides loans 
of up to $1 million.  They are not typically a first mortgage holder and are seen to 
provide funding to cover “gaps” such as a small second loan that can, for example, cover 
some additional portion of a project budget funding not covered by the Investment in 
Affordable Housing Program funding.

A Community Forward Fund loan does not need to be registered on title, and therefore can 
work for a housing provider that still has a first mortgage in place.   There is a financial 
vetting that looks at an organizations financial picture but the focus is on financial cash 
flow and ability to service the loan payment rather than significant equity.

Canadian Alternative Investment Co-operative (CAIC) is a social lender which has been 
providing financing to non-profits, charities, co-operatives and social entrepreneurs for 
over 30 years. This includes providing loans – typically secured as second mortgages - in 
support of new socially beneficial housing. CAIC has assets of $6 million.

CAIC recognizes the expense of constructing housing and the particular challenges of 
how low rents need to be to house low income individuals. CAIC would need to ensure 
an experienced development team and a project with significant equity and positive cash 
flow to pay back the loan. CAIC has invested in smaller scale new affordable housing – 
loans of up to $400,000 – and could be a source in bridging gaps when a social housing 
provider is refinancing to create new affordable housing.  

New Market Funds (NMF) provides equity investment – about 10% of project budget - in 
new not for profit housing rather than mortgage financing but the equity can fill a gap 
between an social housing provider’s equity and the mortgage that can be achieved 
through refinancing in support of creating new housing. 

NMF has about $30 million in assets to invest. NMF would prefer to invest in a 
development which has CMHC insurance but will consider options without CMHC insurance. 
Initially, NMF supported four new housing non-profit and co-ops in Vancouver but the 
fund is actively seeking non-profit housing in the GTA to invest in.  

CAIC, CFF and NMF are helpful financial alternatives which could complement first 
mortgage financing to support the creation of perhaps a few hundred units of new 
affordable housing in Ontario. However, they are not of a scale to replace the need for 
first mortgage financing to more fully unlock the potential of leveraging existing social 
housing.

An additional option for financing in the future could be through the creation of a 
new Canadian Housing Bank.  Housing Partnership Canada (HPC) in partnership with BC 
Housing and the Housing Services Corporation is currently undertaking a study to explore 
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the feasibility of creating a dedicated lending institution for affordable housing providers 
across Canada to finance the regeneration and development of their assets.  This entity 
would focus on pooling capital requirements of a diverse group of borrowers and giving 
them access to capital lending markets efficiently and cost-effectively. Such a dedicated 
lending institution will also offer prospective investors an investment opportunity with 
direct ties to a social return. While this approach shows promise it will be a number of 
months before the results of the study are complete and likely another year or two before 
a new Canadian Housing Bank could be in operation. 

5.3  Non-profit sector perspectives

Interviews with housing sector organizations (Ontario Non-Profit Housing Association, 
Canadian Housing Federation of Canada), the two largest private non-profits in Ontario 
(Victoria Park Community Homes based in Hamilton and Centretown Citizens Ottawa 
Corporation based in Ottawa) and a large property manager of private non-profits  (DMS 
property management ) indicate that there is some consideration underway about 
leveraging to create new housing but that approach is not widespread in the housing 
sector.

Both ONPHA and DMS feel that most of the federal non-profits will be in reasonable 
financial shape as their operating agreements expire, although some of them may have 
to adjust their portion of RGI units.  The exception would be Urban Aboriginal and 
supportive housing providers that typically have 100% of their tenants paying RGI rent 
levels due to their very low incomes.  CHF Canada also feels the federal co-ops will be 
financially viable at the expiry of operating agreements (including some potential to 
refinance to undertake capital repairs) provided that the federal government continues to 
provide operating subsidies for the continuation of the same number of RGI units in the 
existing co-ops.

ONPHA provides support and information about preparing for the end of operating 
agreements but sees Service Managers as the lead in liaising with providers about 
redevelopment.  ONPHA does recognize that there are many providers who focus on 
the existing operations and haven’t strategically looked at either their post EOA focus 
nor given consideration to the potential to leverage their asset.  Similarly, CHF Canada 
feels most co-ops are focused on their current housing operations and there is a feeling 
that most co-ops don’t want to see a change in their communities even through many 
recognize there is a need for different housing forms for empty nester and aging co-op 
residents who, for example, live in townhouse only co-ops that don’t either have one 
bedroom units, nor many accessible units.

CHF Canada also sees an issue with capacity from two perspectives.  One is that individual 
housing co-ops don’t have development expertise within their organizations and secondly 
that some co-ops have considered, or in a few cases, moved forward with co-op additions 
of less than ten units even through the effort required is a multi-year commitment and 
takes up a large amount of resources and focus for a small number of new units. CHF 
Canada would prefer to see new co-op developments including development through 
leveraging/refinancing at a larger scale of at least 50 - 60 units at a time. 

DMS manages 75 non-profit housing corporations and 15 are federal non-profits having 
their operating agreements expiring between 2015 and 2021. DMS works with their 
providers to do projections about three years in advance of the operating agreements 
expiring to gain an understanding of the impact of EOA.  Given that most of the Sectoin 
95 non-profits get a very modest operating subsidy, and some cases no operating 
subsides, the expiry of the operating agreement with the expiry of the mortgages 
means that they will all be in a positive cash flow situation (including the expense of 
maintaining their existing level of RGI units), with room for some of them to refinance in 
order to undertake needed capital repairs. 
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DMS has about a half dozen Section 95 boards who are looking at the potential to create 
further new housing units, with the key factor being the existence of available land on 
their sites to fit new development, as it was felt that acquiring new land for housing 
would be too expensive in the GTA, especially given the relatively small amount of 
Federal-Provincial capital funding available for new affordable housing.

While non-profits and co-ops are examining the need for funding for capital repairs, the 
amount of focus on new development can also be affected by development capacity.  
CCOC has had a related development corporation for 20 years – CAHDCO – which has 
acted as its development consultant but in recent years CAHDCO has expanded to provide 
development consulting expertise and services for CCOC as well as other non-profits in 
Ottawa interested in developing new housing.  In the past two years the development 
staff at CAHDCO has increased from one to six members.

CCOC – with 1,600 units in its portfolio - is looking at using the increasing surplus (due 
to the expiry of federal providers’ operating agreements) to finance a mixture of capital 
repairs and new development.  The type of new developments will range from affordable 
rental to market rental to affordable ownership housing. The expiring federal non-
profit agreements also provide a number of re-financing and perhaps a half-dozen new 
developments.

Victoria Park Community Homes owns or manages over 2,600 units and has already had a 
few smaller federal operating agreements expire. Later in 2016 there will be 6 agreements 
expire on larger buildings. The expiry of the agreements and the end of the existing 
mortgages will leave the projects in a comfortable positive cash flow but Victoria Park will 
need to leverage some of these buildings to top up the capital reserves and undertake 
capital repairs to other parts of its portfolio. Victoria Park estimates it will require $25 
million in capital repairs over the next 10 years and is therefore focused on refinancing 
for needed capital repairs and which are essential to the long term.  It is currently 
considering one relatively small new development of 12 units.  Victoria Park does not 
currently have dedicated staff looking at new developments. There is no CAHDCO parallel 
at Victoria Park to focus on new development.

The 2015 report “Business Transformation: Promising Practices for Social and Affordable 
Housing in Canada” published by Housing Partnership Canada highlighted a number 
of non-profit housing providers across Canada who are taking a more entrepreneurial 
approach to both expanding housing stock as well as expanding their services.  The report 
highlights a range of non-profits such as SHDM in Montreal which is leveraging its Section 
95 housing to create between 500 and 1,000 new rental units and the Affordable Housing 
Society in Vancouver which is now focusing on leveraging their Section 95 housing in 
order to create new affordable housing as well as refurbish some existing housing.

The report further noted that in Ontario, compared to some other parts of Canada, there 
appears to be less willingness to take measured risks, particularly with providers having 
strong oversight. That report’s conclusions stated that some of the lack of innovation and 
entrepreneurial approach is due to the fragmentation of non-profit housing and that with 
scale, comes a capacity to hire more professional staff which can undertake activities such 
as intensification and redevelopment. 

5.4 Private Sector Perspectives

In recent years there has been growing interest in building new affordable housing 
through partnerships between non-profit and private developers. The interest is borne out 
of the possibility for such partnerships to provide new sources of investment, utilize the 
resources (equity, knowledge, experience etc.) of private sector organizations, reducing 
capital costs and creating mixed income and diverse neighbourhoods. Renewed interest 
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can also be attributed to the perceived success of Regent Park’s revitalization which 
features a partnership between the TCHC and Daniels Corporation to construct nearly 
2,000 RGI and affordable apartments, approximately 5,400 market condominium units and 
a number of recreational and commercial amenities. 

Such partnerships are not a new idea. In the 1980s and early 1990s a number of 
affordable housing projects were borne out of partnerships through the use of ‘turn-key’ 
projects. In this scenario, an existing or newly created non-profit corporation purchased 
housing that was constructed by a private developer. Such partnerships were ended when 
senior governments stopped funding the construction of new social housing in the mid-
1990s.      

This paper looked at potential barriers and opportunities in the GTHA for partnerships 
between non-profit groups and private developers. Although more than a dozen 
individuals were contacted for interviews, only two responded. Reasons for not responding 
to these inquiries included a lack of interest or insufficient time for an interview. In the 
case of the two respondents, each had previous experience with at least three projects 
where a non-profit organization was involved. Some of these partnerships included 
private developers purchasing land from a non-profit housing provider, joint ventures 
wherein both organizations partner to create a new building and non-profit organizations 
purchasing units at a discount within a private development. Based on their experiences, 
a number of factors were identified that are required in order for these partnerships to 
occur: 

Aligned7Interests
Both individuals noted that one of the most important aspects of these partnerships is 
aligning the interests of both parties. Both respondents noted that significant challenges 
(and costs) arose when non-profit groups over-valued their assets to be purchased, had 
an unrealistically low estimate of construction costs and/or tried to change the structure 
or terms of the agreement at a later date. To reduce these obstacles and difficulties, 
Respondent One noted that such items needed to be addressed early in the development 
process. 

Respondent Two provided one possible method of aligning interests through the use of 
a “profit-sharing” agreement between the non-profit group and the private developer. In 
these agreements, the non-profit group created a separate development corporation which 
would receive an agreed upon percentage of the project’s overall profit. 

Board7Capacity
As was noted earlier, the ability to partake in a partnership also requires that non-
profit boards have capacity to not only undertake development (e.g. create a separate 
corporation, create agreements etc.) but understand the economics of the development 
industry. Partnerships also worked best when the Board’s had a clear goal of what they 
wanted to accomplish and were realistic of how their goals could work in a partnership. 
For example, the number of affordable units that could be built depends on the Board’s 
preferences. Respondent Two noted that if a non-profit Board wanted units with deeper 
RGI subsidies, full accessibility features, ground-related unit and/or lots of community 
space, the ratio of new market units to affordable units could be as high as 8 or 9 to 1. 
However if the non-profit just wanted new units, the ratio could be as high as 60/40.

Development7Potential
Both respondents indicated that due to the greater amount of work required in such 
partnerships and the inclusion of affordable housing, the size of the project is an 
important consideration for private developers. One felt projects needed a minimum of 
approximately 80 – 100 units on a site to make the partnership and process worthwhile. 
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Municipal7Incentives
Both respondents noted that municipal incentives, particularly greater flexibility 
regarding density and other development standards would be extremely beneficial for 
such projects given their greater size to accommodate for affordable housing units. 
Respondent One noted that financial assistance could come through a variety of 
means such as waivers for new affordable units as well as other methods such as Tax 
Increment Financing. Respondent Two also mused about having the Province provide 
greater direction to Service Managers regarding the redevelopment of existing social 
housing providers. At the moment, existing housing providers must receive a “Ministerial 
Consent” from the Province if they are to redevelop their property, a process that can be 
long and costly.  

5.5 Municipal Tools/Incentives

Municipalities in Ontario (including those in the GTHA) have long advocated for 
improved support from senior governments to a) support the long-term affordability and 
maintenance of the existing social housing stock and b) commit funding to construct 
new affordable housing. While support from senior governments is instrumental, 
municipalities must also recognize that they too play a key role in the ability of existing 
social housing providers to create new housing. Although social and affordable housing 
is a responsibility of 1st tier municipalities (known as Service Managers) the Province 
has identified this issue as important for 2nd tier municipalities as well. The importance 
of this issue is outlined in a number of Provincial policies such as the Housing Services 
Act (2011), Provincial Policy Statement (2014) and the Planning Act (2015). 

The need for support from both levels of municipalities reflects the significant financial 
impact that they have on existing and new affordable housing developments. This impact 
is borne in a number of ways, including:

77 The significant time and cost of obtaining the necessary planning and building 
permit approvals;

77 The payment of processing fees, development charges and parkland levy 
requirements;

77 Municipal property taxes comprise a significant portion of a housing project’s 
operating budget.  

 
To help promote the creation of new affordable housing, the Planning Act provides a 
number of tools that 1st and 2nd tier municipalities can opt to use (for more details, 
see Appendix A3). The following sub-section will outline what incentives are available 
to affordable housing projects in Upper and Lower Tier GTHA municipalities. As some 
developments may be funded completely through the value of their property, the 
initiatives listed below can be applied to projects that might or might not require 
capital funding from senior governments. The distinction is important as, to receive IAH 
funding, municipalities must provide the incentive of a reduced property tax rate (from 
multi-residential to the lower single-family residential rate) even if such an incentive is 
not provided for affordable housing in general. 

5.5.1 Municipal Incentives in the GTHA

As is shown on Table 3 the level of incentives provided by GTHA municipalities varies 
considerably. In general, Upper Tier municipalities tend to provide more resources 
to new affordable housing than 2nd tier municipalities. This is not surprising given 
the Service Manager functions for the administration of existing social housing and 
delivery of new affordable housing functions are with either the upper tier or single 
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tier municipalities The City of Toronto, for example, provides a wide range of tools to 
support the construction of new affordable housing such as waiving Development Charges, 
Cash-in-Lieu of Parkland fees as well as an exemption from paying property taxes for a 
20 year period. The City is also reviewing how it can waive development approval fees 
and expedite the approvals process. While the Regions of Halton and Peel do not have a 
formal Development Charge waiver for affordable housing, non-profit housing proponents 
may apply for a grant to offset the costs of DC’s and other fees. These grants are funded 
by a general DC-charge for social housing as defined in their respective DC-bylaws.  
  
A number of municipalities do not have financial incentives specifically for affordable 
housing developments. The rationale in many cases is that area based incentives already 
exist and that if affordable housing projects would like to take advantage of them, they 
should build in these specific locations. These area based incentives are typically located 
in urban growth centres, downtowns or revitalization/renewal districts to help stimulate 
new private investment. 

While area based initiatives can achieve these goals and stimulate the construction of 
affordable housing in designated areas, the narrow geographic scope of this assistance 
is problematic for a number of reasons. Firstly, such a practice can dissuade or limit the 
extent of new housing that providers can construct on their existing sites. The ability to 
utilize existing land is an important asset that providers can use to construct a greater 
number and higher quality of affordable units. Secondly, such a practice can effectively 
limit the geographic scope where a housing provider can look for suitable land (both in 
terms of financial cost and physical characteristics) to construct new affordable housing.

A number of 1st and 2nd tier municipalities are currently studying the feasibility of 
implementing incentives specifically for new affordable housing developments. For 
example, Peel and York Region are both exploring the feasibility of providing DC waivers 
for all affordable housing projects as well as speeding and coordinating the development 
approvals process between the regional and area municipalities. Mississauga now has 
an Affordable Housing Facilitator in the City’s planning department to help speed up 
the approvals process for new affordable housing.  Similarly, the City of Hamilton has a 
liaison person between the housing division and city planning staff to help move forward 
affordable housing developments.

There are a number of reasons for the absence of incentives specifically designated 
for affordable housing. The high debt levels in many municipalities make it politically 
difficult to provide financial incentives (e.g. DC and tax waivers) specifically for affordable 
housing providers. There is also a reluctance to waive the development approval fees due 
to the tight fiscal constraints facing their respective planning and building departments. 
Staff interviewed for this paper noted that exempting affordable housing projects from 
these fees would only exacerbate this problem as multi-dwelling and in particular infill 
developments, tend to be the most time consuming. Lastly, the dearth of affordable 
housing incentives in some 2nd tier municipalities reflects their view that housing is not 
their responsibility and as such, all help should be provided by upper tier governments. 

5.5.2 Summary of Municipal Incentives

Very few two-tier municipalities in the GTA have created permanent financial incentives 
for new affordable housing projects. When incentives have been provided, they are 
typically provided on a “one-off” basis for individual projects. As a result, when building 
new affordable housing, providers must engage with municipal officials early in the 
development process to discuss the possibilities of obtaining one-time incentives. There 
are a number of reasons for this strategy including:
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77 Financial cost of implementing these incentives;

77 Competing interests within 1st and 2nd tier municipalities for land and resources; 
and

77 Political considerations. As affordable housing is seen as the primary responsibility 
of 1st tier municipalities, a number of 2nd tier municipalities do not feel obliged 
to provide incentives for the delivery of this service. In addition, elevated debt 
levels in many municipalities make financial incentives for affordable housing 
projects a difficult proposition compared to increasing general property taxes and 
fee revenues. 

	  

	   DC	  
Waiver	  

DC	  	  
Deferrals	  

Parkland	  
Reductions	  

Property	  
Tax	  Waiver	  

Reduced	  
Tax	  Rate	  

Expedited	  
Approvals	  	  

Approval	  Fee	  
Waiver	  

Reduced	  
Parking	  
Req.	  

Surplus	  
Land	  Policy	  

Toronto	   Yes	   No	   Yes	   Yes	   Yes	   Under	  Study	   Under	  Study	   Yes	   In	  Works	  
Peel	  Region	   Noa	   No	   No	   No	   No	   No	   No	   	   No	  
Mississauga	   No	   No	   No	   No	   No	   No	   No	   No	   No	  
Brampton	   No	   No	   No	   No	   No	   No	   No	   No	   No	  
Caledon	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
York	  Region	   No	   No	   No	   No	   Yes	   No	   No	   	   No	  
Markham	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Vaughan	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Aurora	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Newmarket	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Richmond	  Hill	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Durham	  
Region	  

No	   No	   No	   No	   No	   No	   No	   	   No	  

Oshawa	   No	   No	   No	   No	   No	   No	   No	   No	   No	  
Clarington	   No	   Yes	   No	   No	   No	   No	   No	   No	   No	  
Whitby	   No	   No	   No	   No	   No	   No	   No	   No	   No	  
Ajax	   No	   No	   No	   No	   No	   No	   No	   No	   No	  
Pickering	   No	   No	   No	   No	   No	   No	   No	   No	   No	  
Halton	  Region	   Noa	   No	   No	   No	   Yes	   No	   No	   	   Yes	  
Burlington	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Oakville	   No	   No	   No	   No	   No	   No	   No	   No	   No	  
Milton	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Halton	  Hills	   No	   No	   No	   No	   Yes	   No	   No	   No	   No	  
Hamilton	   Yes	   No	   No	   No	   Yes	   No	   No	   No	   Yes	  
a) Deferrals	  of	  Development	  Charges	  are	  funded	  through	  a	  general	  DC	  Social	  Housing	  Charge.	  

Table73: Municipal Incentives in the 
GTHA for Affordable Housing

a) Deferrals of Development 
Charges are funded through a 
general Social Housing Charge
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5.6 Political Timelines

For a number of housing providers, capital funding from senior levels of government 
will be required in addition to mortgage financing to create new housing. Accessing 
this capital funding may be difficult for many housing providers, however, as senior 
governments have a strong preference in funding projects that are “shovel ready.” This 
preference often requires that housing providers adhere to an aggressive timeline from 
the time that they are awarded capital funding to the issuance of a building permit. As 
was discussed earlier, the process of getting a development from concept to permit ready 
can stretch over a number of years. Without a guarantee of capital funding, it may be 
difficult to convince housing providers to commit their resources to advance a project to a 
“shovel ready” state. This reluctance is based in large part on the high costs of obtaining 
development approvals (e.g. environmental remediation, zoning etc.) and creating project 
drawings that can be reviewed and approved by municipal building departments.   
  
To ameliorate this, some Service Managers have begun to issue Request for Proposals for 
IAH Capital Funding that extend over multiple years of the program instead of simply 
just a single year. In doing so, Service Managers are allowing a greater number of non-
profit housing providers to create new and permanent affordable housing by providing 
the required certainty that their efforts undertaken during the due diligence and pre-
construction phase of development will not be wasted. 

5.7 Contribution from Federal and Provincial Government

As has been noted in various section of the reports, the amounts of funding provided by 
Federal and Provincial governments in the past dozen years for housing is very small in 
comparison to the housing programs from the late 1970s to early 1990s.

While the focus of this report is on the potential to create housing by existing social 
housing providers through leveraging, actions by the two senior levels of government 
can clearly enhance the results through key funding actions. Specifically the federal 
government could commit to no longer decrease the federal financial contributions to 
existing social housing providers.  The Federal government would therefore continue to 
provide significant contributions to maintaining the number of RGI subsidies as well as 
funding which can either be used directly for capital repairs or create an increased cash 
flow which could be leveraged to help pay for needed capital repairs in the social housing 
sector.

In addition the Federal and Provincial governments should undertake to continue and 
ideally expand upon the amount of funding provided to create new affordable housing.   
With the change of federal government in the fall of 2015, there was renewed optimism 
that there could be some prospect of achieving at least a portion of the above two key 
objectives. In the November 2015 Minister of Infrastructure and Communities Mandate 
Letter, Prime Minister Trudeau stated that Minister Sochi should deliver on a number of 
priorities, including new funding for new affordable housing. 

The Minister of Families, Children and Social Development Mandate letter to Minister 
Duclos stated he should work with the Minister of Infrastructure and Communities to 
develop a strategy to re-establish the federal government’s role in supporting affordable 
housing, including: 

77 prioritizing infrastructure investments in affordable housing and seniors’ housing, 
including finding ways to support the municipal construction of new housing units 
and refurbishment of existing ones; 

77 providing support to municipalities to maintain rent-geared-to-income subsidies in 
co-ops; 
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77 providing communities the money they need for Housing First initiatives that help 
homeless Canadians find stable housing; 

77 working with the Minister of Finance to encourage the construction of new affordable 
rental housing by removing all GST on new capital investments in affordable rental 
housing;

77 working with the Minister of Finance to ensure that the new Canada Infrastructure 
Bank provides financing to support the construction of new, affordable rental 
housing; 

77 working with the Minister of Public Services and Procurement to conduct an inventory 
of all available federal lands and buildings that could be repurposed, and making 
some of these lands available at low cost, or no cost, for affordable housing. 

As the new Federal government moves forward with the above commitments (with 
hopefully the government of Ontario matching the few affordable housing funding as it 
has in recent years) this will significantly advance the ability of existing social housing 
providers to maximize the ability of social housing providers to create additional housing 
through leveraging their existing housing assets.

Finally, municipal governments in the GTHA (including both levels of municipal 
government in two tier systems) have the ability to further increase the number of 
new housing units to be created by existing non-profits and co-ops by maintaining and 
expanding the municipal incentives and supports.

5.8  Financial Resources to Leverage

While it is challenging to provide a figure of how much money could be raised through 
refinancing existing non-profit and co-operative housing, the Co-op Housing Agency’s 
rating show that 33% of providers were rated at a low-risk. If a similar assessment was 
extrapolated to private non-profits as well, this could result in $350 - $400 million to be 
leveraged to create new affordable housing.

This estimate assumes that the 28,371 Section 95/27 units have a value of $3.5 billion 
($125,000 per unit estimated value). Using the assumption noted in the previous 
paragraph, 33% of this value is $1.17 billion. A Loan-to-Value (LTV) Ratio of 60% would 
mean the potential to leverage $702 million from this housing. Assuming that half of the 
leveraging went to capital repairs or a topping up of capital reserves, $351 million could 
be used for new housing. 

Another approach is to assume 115 federal program non-profits and co-ops (given the 
Co-op Housing Agency reporting 47 co-ops at low risk in the GTHA) could each leverage 
$3.5 million. This is based on an assumption of an average $200,000 in annual operating 
surplus per existing Section 95/27 development after the end of the mortgage/operating 
agreements.  This would result in $402 million in funds leveraged in support of new 
housing. 

If this $350 million in social housing leveraged funding was matched by some municipal 
incentives and even moderate new Federal-Provincial housing funds of $75,000 each per 
unit (half of the current maximum IAH funding per unit), this would make those leveraged 
dollars go further and create an even larger number of new affordable rental homes. 
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6.0 Conclusion and Recommendations

The expiry of operating agreements poses challenges for 
existing social housing providers but it also represents a 
significant opportunity to use their assets, particularly for 
housing providers developed under the former federal 
housing programs, to create needed affordable housing.

Creating new affordable housing is complex and can be made even more challenging when 
trying to create the new housing using the financial equity and land for existing social 
housing. One of the biggest issues is having the majority of housing providers take time 
to examine the potential to leverage their assets.  This is a particular challenge for social 
housing providers with one development that they have been responsible for operating for 
30 years or more.

The following recommendations need to happen in order to maximize the ability of 
existing social housing providers to create new housing:

1.7 Non7Profit/Co-operative7Housing7Organizations7and7Service7Managers

a. ONPHA, CHF Canada, the Co-operative Housing Agency and Service Managers need 
to increase the capacity of housing provider boards through further outreach 
and education. Particular attention should be placed on outlining the potential 
benefits of expiring operating agreements, the general benefits and processes of 
developing new affordable housing and the potential for partnering with other 
non-profit/co-op housing providers or private sector developers;

b. ONPHA, CHF Canada (and where appropriate in collaboration with the Co-
operative Housing Agency) should encourage/require all housing providers under 
the federal housing programs to undertake an analysis of their financial and 
capital repair status at the end of their operating agreements/mortgages;

c. The administrators of the existing federal housing programs – Service Managers 
and the Co-operative Housing Agency – should offer to undertake an analysis 
of the existing federal program housing providers to examine the potential of 
existing sites to intensify from both a municipal planning approvals perspective 
and a financial/capital repair planning perspective if those providers have not 
already undertaken such an analysis;

d. Sector organizations, Service Managers and CMHC should continue to collaborate 
and hold forums and produce materials which specifically highlight non-profit 
and co-operative housing providers who are leveraging their assets to create new 
affordable housing; 

e. Continue to encourage collaboration or even amalgamation of providers as means 
of giving them the financial strength to undertake leveraging to create new 
housing; and

f. Either housing sector organizations or larger private non-profits should create 
knowledgeable housing development organizations, similar to the CAHDCO model 
in Ottawa, as a means of offering development services to individual private 
non-profits and co-ops that may wish to support the creation of new affordable 
housing through leveraging its assets. 

g. There needs to be a satisfactory approach to the question of mortgage guarantees 
being provided for new non-profit and co-operative housing. Service Manager 
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guarantees should be considered or alternatives such as CMHC or IO taking a more 
supportive approach, assuming the new developments are financially viable.

2.7 Financial7Institutions/CMHC

a. CMHC insurance should not levy an insurance premium if re-financing of existing 
social housing is being used to create new affordable housing; 

b. Service Managers and sector organizations should look to facilitate collaboration 
between social housing providers in a strong financial position at or near the end 
of operating agreements who are interested in new development and connect 
them with other providers who might have a portion of the land with potential to 
intensify but don’t have the financial capacity.

c. Alternative financing organizations should continue to be promoted to fill in 
financial gaps in the new social housing financing/re-financing system. 

3.7 Upper7and7Lower7Tier7Municipalities7

a. Extend financial incentives to all non-profit housing providers. Current practices 
that limit incentives to small geographic areas discourage providers from 
intensifying existing sites and add significant costs;

b. Create a staff liaison to help non-profit boards and private sector developers 
partnering with non-profit boards to navigate the development approvals process 
and speed up any applications for new affordable housing;

c. Incorporate greater flexibility and more support for projects built by private-
sector and non-profit partners in planning and development policies such as 
density bonuses, parking reductions etc.;

d. Undertake an assessment of surplus municipal land to see which is most suitable 
for affordable housing and reserve it for this use; and

4.7 Senior7Governments

a. Any forthcoming Federal and Provincial new housing program should reserve a 
portion of their funds to specifically target existing non-profit and co-ops who 
can leverage their existing housing to create new affordable housing;

b. To maximize the number of units created using Federal-Provincial funds for 
housing created through leveraging, this program should require municipalities 
– including both municipalities in two tier government structures – to require no 
payment of development charges and/or no increase in property taxes payable for 
a minimum of 20 years;  

c. Work should continue to achieve a model suitable for social housing re-financing 
including providing federal infrastructure funds to support the development of 
a sector-led Canadian Housing Bank. The creation of such a funding mechanism 
needs to have close co-ordination with Infrastructure Ontario, CMHC and the 
newly created Canada Infrastructure Bank; 

d. Amend current HST legislation to ensure that housing providers maintain 
their HST rebate status after their operating agreements expire. The HST 
rebate currently used by housing providers can be used to shore up operating 
expenditures, maintain RGI levels and/or be used towards building new affordable 
housing through leveraging.  

Having existing social housing providers think about new development when most haven’t 
for decades, is a major shift for much of the social housing sector  - those who have staff 
focused on new development, or access to new development expertise are more likely to 
move forward with new development.  There is the need for major and repeated outreach 
to non-profits and co-ops about potential to leverage. 
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There is also the need to provide them with options/expertise on new development.

The leveraging process will take a number of years – moved forward by both an increasing 
understanding that leveraging can be done without a significant financial impact of the 
existing housing, building the development capacity available to providers and providing 
the financial carrot to exiting providers – through a combination of Federal-Provincial 
funding resources and municipal incentives.

As previously noted, there is a very significant need for more affordable housing in the 
Greater Toronto and Hamilton Area (GTHA). With the complexity and scale of the problem, 
there needs to be a variety of approaches to address the housing affordability problem in 
the GTHA.

Leveraging existing social housing represents an opportunity to help meet at least a 
portion of the housing needs in the GTHA.



36

References

City of Toronto. (2014). Expiry of Operating Agreements: A Discussion Guide for Section 95 
Non-Profit Providers. Toronto, ON: Shelter, Support and Housing Administration 

---- (2015). Transforming Social Housing: Renewing the Partnership with the City’s Social 
Housing Providers. Toronto, ON: Shelter, Support and Housing. Retrieved from http://www.
toronto.ca/legdocs/mmis/2015/cd/bgrd/backgroundfile-81272.pdf

Cote, A. and Tam, H. (2013). Affordable Housing in Ontario: Mobilizing Private Capital in an 
Era of Public Constraint. IMFG Perspectives, 2013(3). Retrieved from http://munkschool.
utoronto.ca/imfg/uploads/238/imfg_perspectives___affordable_housing_(april_2013).pdf

Group of Seven Consulting. (2014) Encouraging Rental Housing in York Region. Toronto, ON: 
Ryerson University

Housing Partnership Canada (2015). Business Transformation: Promising Practices for Social 
and Affordable Housing in Canada. Toronto, ON: Pomeroy, S., Stoney, C. and Falvo, N.

Housing Services Corporation and Ontario Municipal Knowledge Network (2012). Social 
Housing End Dates in Ontario.  Toronto, ON: Re/Fact Consulting

Ministry of Municipal Affairs and Housing (2011). “Section 4.12: Social Housing” in 2011 
Annual Report of the Office of the Auditor General of Ontario. Retrieved from http://www.
auditor.on.ca/en/reports_en/en11/2011ar_en.pdf 3

ONPHA (2014). Big Problems Need Bold Solutions: An ambitious model for solving Ontario’s 
most pressing housing needs. Retrieved from http://onpha.on.ca/onpha/CMDownload.
aspx?ContentKey=3224fd98-87ef-4126-9ab3-d907d477cbeb&ContentItemKey=d2cad9db-
a69b-48f4-86aa-730847447a21 

ONPHA (2015). 2015 Waiting Lists Survey: ONPHA’s Report on Waiting Lists Statistics for 
Ontario. Retrieved from https://www.onpha.on.ca/onpha/Content/PolicyAndResearch/
Waiting_Lists_2015/Full_Report.aspx

Regional Municipality of Durham. (2015). Annual Review of Regional Housing Programs 
and Related Financial Analysis for the 2015 Business Plan. Whitby, ON: Commissioners of 
Finance and Social Services

Suttor, G. (2014). Canadian Social Housing: Policy Evolution and Impacts on the Housing 
System and Urban Space. (Unpublished Doctoral Dissertation). University of Toronto: 
Toronto, ON

http://www.toronto.ca/legdocs/mmis/2015/cd/bgrd/backgroundfile-81272.pdf
http://www.toronto.ca/legdocs/mmis/2015/cd/bgrd/backgroundfile-81272.pdf
http://munkschool.utoronto.ca/imfg/uploads/238/imfg_perspectives___affordable_housing_(april_2013).pdf
http://munkschool.utoronto.ca/imfg/uploads/238/imfg_perspectives___affordable_housing_(april_2013).pdf
http://www.auditor.on.ca/en/reports_en/en11/2011ar_en.pdf 3
http://www.auditor.on.ca/en/reports_en/en11/2011ar_en.pdf 3
http://onpha.on.ca/onpha/CMDownload.aspx?ContentKey=3224fd98-87ef-4126-9ab3-d907d477cbeb&ContentItemKey=d2cad9db-a69b-48f4-86aa-730847447a21
http://onpha.on.ca/onpha/CMDownload.aspx?ContentKey=3224fd98-87ef-4126-9ab3-d907d477cbeb&ContentItemKey=d2cad9db-a69b-48f4-86aa-730847447a21
http://onpha.on.ca/onpha/CMDownload.aspx?ContentKey=3224fd98-87ef-4126-9ab3-d907d477cbeb&ContentItemKey=d2cad9db-a69b-48f4-86aa-730847447a21
https://www.onpha.on.ca/onpha/Content/PolicyAndResearch/Waiting_Lists_2015/Full_Report.aspx
https://www.onpha.on.ca/onpha/Content/PolicyAndResearch/Waiting_Lists_2015/Full_Report.aspx


37

Appendices

A1 Social Housing Programs in Ontario

The need for affordable housing in the GTHA has long been recognized by a variety of 
federal, provincial and municipal government policies and programs with initiatives such 
as the original Regent Park in the City of Toronto, created almost 65 years ago. Since 
then, social and affordable housing has been built under a variety of different federal, 
provincial and municipally funded programs, each with their own unique characteristics 
and administrative requirements. 

From the 1950s until the mid-1990s there were 260,000 units of social housing (Public, 
non-profit and co-operative) created across Ontario with 142,800 social housing homes 
created in the GTHA. Of these social housing units in the GTHA it is estimated that 70% 
(Suttor, 2014) of those units are rented on a Rent Geared to Income basis with the 
balance rented at low end of market rates.

Ontario7Housing7Corporation7(19647–71978)
The Ontario Housing Corporation (OHC) was formed in 1964 by the Province of Ontario 
to utilize federal funds for new housing as efficiently as possible, streamline the 
development of social housing in the province and build in municipalities that lacked 
interest (Suttor, 2014). In addition to absorbing the corporate responsibilities of former 
social housing sites that were built by local housing authorities, the OHC also built new 
housing and purchased fairly new apartments and townhouse developers from private 
developers. Although OHC assumed the corporate responsibilities of social housing built 
before 1964, the operating of these sites was undertaken by municipalities and non-profit 
groups. 

To help address the increasing demand for social housing OHC abandoned the practice of 
setting aside cost recovery dwellings at fixed below-market rents within social housing 
sites and instead, dedicated all dwelling units for RGI households. Unlike previous 
projects, the federal government covered 90% of capital costs while operating costs were 
split 50/50 with Ontario. 

The capital funding originally provided for this housing was not registered directly on the 
properties but held as debentures.  In recent years many of the debentures have expired.

With the transfer of ownership of the OHC units to the respective Municipal Service 
Managers in 2001 the province also downloaded the financial responsibility for paying for 
the province’s portion of housing subsidies for OHC stock. The transfer of the OHC stock 
also has resulted in Municipal Service Managers now having to deal with the significant 
cost of capital repairs to the former OHC stock which is 40 to 65 years in age.  Capital 
repair funding for OHC stock was part of annual operating budget rather than requiring 
funds to be contributed annually into a capital reserve account  (as required in the later 
non-profit and co-op housing programs).  

In many cases the deferred capital repairs costs of the former OHC stock have been passed 
on to the municipal service managers. 

With the expiry of the debentures the federal government has been reducing its operating 
subsidies, adding to the pressure where virtually all of the housing is rented on a rent 
geared to income basis and therefore produces low levels of revenue which are inadequate 
to pay for the cost of capital repairs and maintenance on the aging stock. 
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Federal7Housing7Programs7(19787–71988)
Now known as Section 27 and 951  in the National Housing Act, these affordable housing 
developments receive operating subsidies from the federal government to offset mortgage 
costs. With the relatively low mortgage rates of recent years, some non-profits and co-ops 
originally funded under these programs are no longer receiving any federal subsidies. 
In general, these projects tend to have a relatively low proportion of RGI units (25% or 
less) with the remainder having rent levels at the low end of market, rather than average 
market rents. In some specific streams of this program, such as the Urban Native Housing 
program – 100% of the units were rented on a rent geared to income basis requiring much 
higher than typical operating subsidies.

These programs required that the non-profit and co-operative housing providers put 
annual contributions into a capital reserve fund in order to pay for a long term capital 
repairs.

The operating subsidies to each housing community built under these federal unilateral 
programs were originally paid for by the Federal government. With the downloading 
of the housing programs administration (with the exception of federally administered 
co-operative housing which had its administration transferred to a newly created Co-
operative Housing Agency at that time) from the Federal government to the Provincial 
government in the late 1990s and then from the Province to municipal service managers 
in the early 2000s, the federal subsidies are flowed through to municipalities (in general 
terms) via the province.

The federal operating agreements often were for 35 years (or in some agreements 50 
years) and in most cases the federal operating agreements (now administered by the 
Municipal Service Managers or the Co-operative Housing Agency) are scheduled to expire 
at the same time as the mortgages on the housing funded under these programs will 
expire.

While primarily funded by federal subsidies, the province added the option to provide 
additional rent supplement subsidies to a number of units for tenants who could not 
afford low end of market rents. The cost of these additional provincial subsidies was 
downloaded to municipal services managers as part of the general transfer of housing 
responsibilities that occurred from 2000 to 2002 across Ontario.

In the past few years a number of operating agreements under the federal programs have 
expired with a much larger number of agreements set to expire in the next few years (See 
Chart A1.1)  

The end of the operating agreements for most federal program housing providers means 
that the federal operating subsidies also expire, reducing the federal government 
expenditures on social and affordable housing.  

Federal7–7Provincial7Programs7(19877–71994)
In response to the need for more housing for persons seen to be more in need, much of 
the housing built under this program required a high proportion of RGI units (75%-80%) 
with operating subsidies shared between the federal and provincial governments. Similar 
to the Section 27 and 952 program, federal subsidies for these sites will end upon expiry 
of their mortgage.  

1  Additional housing was built under the Urban Native Housing Program to provide housing for Aboriginal 
households and the Index Linked Mortgage (ILM) Program. 
2  Additional housing was built under the Urban Native Housing Program to provide housing for Aboriginal 
households and the Index Linked Mortgage (ILM) Program.
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It should also be noted that the original F/P program, and now the Housing Services Act, 
requires housing providers to annually set aside funds for future capital repairs. 
Under the Social Housing Reform Act (SHRA), the Province requires Municipal Service 
Managers to pay the subsidy for this housing which was previously paid for by the 
province. The portion paid for by the federal government is only provided during the 
first 35 years. However under the Social Housing Reform Act, subsequently replaced by 
the Housing Services Act, the Service Manager is required to continue providing the 
same number of RGI units even though the Federal government is no longer contributing 
operating subsidy dollars. 

The reduction of federal government expenditures on housing from the above listed three 
types of housing programs takes money out of the housing system which could otherwise 
be used to fund needed capital repairs for the existing social housing stock as well as 
providing funding to make sure the existing number of rent geared to income units (for 
the poorest of Ontarians) are not reduced.

Since 2000, the federal government operating subsidies in Ontario have declined from 
$525 million annually to $444 million in 2016, a withdrawal of $81 million of federal 
funding from Ontario’s social housing system.  In the next few years the decline in federal 
operating subsidies will accelerate dramatically, reducing annual operating subsidies 
to $298 million in Ontario by 2021 and by $84 million per year when the operating 
agreements fully expire in 2033/34.

Chart7A1

Provincial7Unilateral7Programs7(19887–71995)
Seeking to increase the supply affordable housing during this period, the Province created 
a program similar to the Federal-Provincial program mentioned above. While housing 
built under this program also had a high proportion of RGI units (some supportive 
housing operates as 100% RGI), the province assumed the entire subsidy obligation. The 
operating agreements under these programs typically lasted for 35 years. These operating 
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agreements were, however, terminated and replaced by the SHRA requiring that Service 
Managers assume the provincial government’s subsidies for these dwellings. The SHRA 
also continued a funding formula for units built under this program requiring a certain 
percentage be set aside from rental revenues into a capital reserve fund in order to pay 
for future major capital repairs and replacements.  

Federal-Provincial7Programs7of720037to7Current
Beginning in 2003, the Federal and Provincial governments have moderately returned to 
provide funding for new affordable housing (after abandoning new housing programs for 
the previous 8 -10 years).

These programs – the Affordable Housing Program (AHP) and then the Investment in 
Affordable Housing program (IAH) – offered not for profit and private sector proponents 
one time capital funding in order to provide below market rents (initially at CMHC average 
rents and then – in exchange for larger per unit capital funding of up to $150,000 per 
unit – for rents averaging no more than 80% of average market rents).  Contribution 
agreements for housing under the IAH last a minimum of 25 years.

In the past few years the IAH program funding has offered more flexibility in permitting 
Service Managers to use the funding for a variety of housing program initiatives including 
rent supplements or housing allowances in existing and new housing as well as in 
providing one time capital funding for new affordable housing.
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A2 Planning Legislation Permitting Municipal Incentives for 
Affordable Housing

A number of Provincial policies including the Development Charges Act (1997), Municipal 
Act (2001) and Planning Act (2015) permit municipalities to provide incentives for new 
affordable housing developments. These tools include:

77 Community7Improvement7Plans7(28.1.1) Municipalities are permitted to 
establish Community Improvement Plans in areas that are designated as in need 
of improvement and to provide incentives to help stimulated these needed 
improvements. As per sub-section 28.1.1, municipalities are permitted to provide 
incentives (such as those below) to projects that are considered to be affordable 
housing.  

77 Development7Permit7System7(70.2) Similar to an enhanced zoning by-law, 
this process integrates zoning, site plan and minor variance approvals into one 
application. The primary benefit of this approach for affordable housing projects is 
the potential to reduce the time needed to process and approve applications. 

77 Reduction7in7Parkland7Dedication/Cash-in-Lieu7(427&751.1) Typically 
municipalities require up to 5% of a property’s market value or area for the purposes 
of creating new recreational facilities. Given the significant amount of this fee, a 
partial or complete reduction would help affordable housing projects add additional 
dwelling units, install energy efficient systems to reduce operating costs and/or 
improve the overall construction of the project;

77 Reduction7or7Exemption7from7Parking7Requirements7(40) In general, affordable 
rental dwellings have a lower demand for parking than market rent or owner 
dwellings. Despite this, most municipal zoning by-laws do not distinguish between 
the three and often require affordable housing to have an oversupply of parking. 
Under Section 40 of the Planning Act, municipalities can reduce or exempt parking 
requirements for these developments on a case by case basis or incorporate them 
into their respective zoning by-laws. 

77 Waiving7or7Reducing7Application7Fees7(69) Depending on the nature of the 
development, fees related to the processing of development approvals can provide 
significant stress on a project’s budget, particularly its pre-construction cash-flow. 
Municipalities can reduce or waive these fees entirely for affordable housing projects.

77 Development7Charge7Deferrals7and7Waivers7The7Development7Charges7Act7(1997)7
permits municipalities to enact charges to pay for the capital cost of constructing 
new affordable housing as well as exempting them from paying Development Charges. 
Municipalities may also enter into agreements with housing providers to defer DC’s 
which help projects manage cash flow during development and reduce overall project 
costs and in particular, interest from construction loans. While some municipalities 
have created specific exemptions in their respective DC By-laws, others have used 
Municipal Capital Facilities Agreements (see below).

77 Property7Tax7Rate7Reduction Under Section 308 of the Municipal Act municipalities 
may reduce or eliminate the property tax payable on existing and new multi-
residential properties or create a “new multi-residential” tax class that is near or 
equal to the residential class rate. The latter option typically applies to newly built 
multi-residential properties with seven or more self-contained units and stays 
classified as such for a period of 35 years. 

77 Municipal7Capital7Facilities7Agreements7(110) One tool municipalities may 
use to assist affordable housing projects is the use of Municipal Capital Facilities 
Agreements. These agreements are commonly used to provide financial incentives 
in the form of Development Charge waivers, tax rate relief and increment financing 
to affordable housing providers in lieu of changes to a municipalities’ tax and 
development charge policies and/or to ensure that providers keep housing affordable. 
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A3 Municipal Incentives for Affordable Housing in the GTHA

Development7Charges7Waivers7and7Deferrals
With regard to affordable housing developments, both upper- and lower-tier municipalities 
can offer relief from Development Charges through an exemption in their respective DC 
By-law or through a grant program funded by a Social Housing Development Charge. 
Despite this, there is no clear policy across municipalities in the GTHA of how to 
address development charges for new affordable housing projects. This is unfortunate as 
Development Charges can be very significant, up to $14,000 per two-bedroom apartment 
just for the Town of Oakville’s development charges (with a total of approximately 
$34,000 in combined municipal and school board development charges in Oakville).  In 
the City of Mississauga the city’s development charge for a 775 square foot two-bedroom 
apartment would be $17,900 with total municipal and school board development charges 
totalling more than $52,000.

Within the GTHA only two municipalities, Toronto and Hamilton, provide exemptions in 
their respective DC By-law for all affordable housing projects. In Hamilton, affordable 
housing is defined primarily as “a development or redevelopment that provides housing 
and incidental facilities for persons of low and moderate income.” On the other hand, the 
City of Toronto provides exemptions to non-profit housing corporations and developments 
that receive funding through the Investment in Affordable Housing Program and its 
successors. 

While they do not have an exemption for affordable housing in their respective DC By-
laws, three upper-tier municipalities (Regions of Halton, Peel and York) provide financial 
assistance to such through a Social Housing Development Charge which all new residential 
developments must pay. In Peel and York for example, grants are provided to affordable 
housing providers to pay for Development Charges. Housing staff at Peel Region have 
indicated that they are looking to amend the Region’s DC By-law in the near future to 
exempt affordable housing projects from development charges.

Although none of the second- or lower-tier municipalities had either form of DC 
assistance, some were in the process of studying the feasibility of implementing such 
measures. Based on discussions with municipal staff, it appears that the appetite for 
complete DC waivers may be low in a number of GTHA municipalities, particularly those 
with elevated debt levels. Staff noted that the deferral of DC’s is a more likely scenario 
with payment due upon completion of the project or a specified period after a building 
permit is issued. At present only one lower-tier municipality (Clarington) has a DC deferral 
within their Development Charge By-law although it is provided for any apartment 
building three storeys or more in height. While deferrals may not be listed in any official 
policy or legal document, upper and lower tier municipalities have been flexible in 
providing DC deferrals to new affordable housing projects, typically at the request of the 
housing provider and municipal staff. 

Aside from elevated debt levels, the low interest amongst lower tier municipalities in 
applying DC waivers to new affordable housing projects reflects the presence of already 
existing area-based initiatives to waive DC’s. Area based DC waivers are typically located 
in urban growth centres, downtowns or inner city neighbourhoods to help stimulate new 
development.  

While such initiatives can achieve these goals and stimulate the construction of 
affordable housing in designated areas, the narrow geographic scope of this assistance 
is problematic for a number of reasons. Firstly, such a practice can dissuade or limit the 
extent of new housing that providers can construct on their existing sites. The ability to 
utilize existing land is an important asset that providers can use to construct a greater 
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number and higher quality of affordable units. Secondly, such a practice can effectively 
limit the geographic scope where a housing provider can look for suitable land (both in 
terms of financial cost and physical characteristics) to construct new affordable housing.

Municipal7Tax7Incentives
In Ontario, residential properties are subject to both municipal and education property 
taxes. Within two-tier municipalities, residential properties will incur taxes from both the 
1st and 2nd tier municipalities. With regard to affordable housing projects, municipalities 
can:

77 waive property taxes for a specified period of time, 

77 implement a tax increment financing program, or

77 Reduce the property tax rate for multi-residential buildings. 

At present, only the City of Toronto has an automatic tax increment grant program 
to eliminate or reduce tax increases that arise as a result of new affordable housing 
construction. While the City is currently looking at extending this incentive to private 
sector rental projects with rents above CMHC average rents, all affordable housing projects 
constructed by non-profit organizations are eligible for a 20 year exemption from paying 
municipal and school taxes. 

A number of municipalities including Hamilton have area based initiatives that provide 
tax increment financing grants for all developments including affordable housing. Similar 
to area based DC waivers, the intent of this strategy is help stimulate new development 
in designated areas. However, such strategies do not benefit affordable housing providers 
who are not located in such areas. As a result, the practice of not extending tax increment 
financing to affordable housing providers can help limit their ability to intensify existing 
social housing sites and to find suitable land for new affordable housing projects. 

According to the Assessment Act (1990), municipalities can have separate tax classes 
for residential and multi-dwelling residential buildings. Historically, municipalities have 
separated apartment and other higher density forms of housing from lower density 
residential properties and in some cases, classified the former as a ‘non-residential’ land 
use. As a result, property taxes for multi-dwelling properties in many municipalities 
were 2 – 3 times higher than dwellings in the ‘residential’ tax class. The basis for this 
practice was the view that since rental housing is a business, it can be charged a higher 
commercial tax rate. 

Property taxes comprise a significant operating expense for affordable housing 
providers and in many cases, can stifle the creation of new dwellings. In response, some 
municipalities in Ontario have implemented strategies to reduce the property tax rate 
for multi-dwelling buildings. The most prominent is the reducing the tax ratio used to 
calculate property taxes on multi-dwelling buildings and tax increment financing grant 
programs. 

Reducing the tax ratios for new multi-dwelling buildings has tended to focus on two 
approaches; the creation a new tax class for newly constructed multi-dwelling buildings 
and harmonizing tax ratios between residential and multi-dwelling buildings. The former 
allows new multi-dwelling building with more than 7 dwellings to have a tax rate 
equivalent to the residential rate for a period of 35 years. The latter aims to reduce tax 
rates for both new and existing multi-residential buildings to the residential rate and 
does not have an expiry date. 

Within the GTA, a number of 1st and 2nd tier municipalities have instituted reduced tax 
rates for new and existing multi-dwelling buildings. The Region of Halton, and three of 
its 2nd tier municipalities have instituted a ‘New Multi-Dwelling’ tax class that is set at 
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88% of the Multi-Residential tax rate. The Region of York and the Town of Aurora have 
not only instituted a new multi-dwelling residential class that is set at the residential rate 
but also reduced the existing multi-residential rate to the residential rate. In the cases 
of Markham, Vaughan and Richmond Hill, the multi-dwelling tax ratio was reduced to the 
residential rate to include both new and existing buildings. Both the City of Hamilton 
and Toronto created a ‘New Multi-Dwelling’ tax class to match new buildings with the 
residential rate while leaving the multi-dwelling tax ratio at its previous and higher 
level. Although the remainder of 1st and 2nd tier municipalities did not have any sort 
of property tax rate reduction for new or existing multi-dwelling buildings, some were 
investigating the feasibility of such actions in the near future. 

It should also be noted that while all projects constructed with capital funding from 
the IAH program are taxed at, or equivalent to, the single family residential rate, this is 
due to the program’s requirements. If municipalities do not assess IAH projects at the 
residential rate, they will not receive funding. 

Expedited7Development7Approvals
At present, no GTA municipality has a formal process to expedite the development 
approvals process for affordable housing projects. While staff from a number of 
municipalities expressed interest in exploring the viability of such a process, only Toronto 
was in the actual process of investigating how it could be implemented. In two tiered 
municipal structures, a barrier in implementing such a system is the coordination required 
between the various departments of both tiers. Nevertheless, two upper-tier municipalities 
expressed an interest in exploring the possibility of implementing such a program. 
The initiative in Mississauga to provide an affordable housing facilitator in that City’s 
planning department, although not a formal expedited approvals process, does indicate 
that City’s efforts to help new affordable proposals move through the planning approvals 
process.

While its financial impact may not be as obvious as a development charge waiver, 
the length of time needed to progress through developmental approvals can have a 
significant impact on a project’s finances. Delays in obtaining the needed approvals can 
push construction into colder months which necessitate the need for expensive winter 
heating or may increase overall construction costs due to labour and materials increases. 
Long approvals process can also add to the borrowing costs for a new affordable housing 
development. The City of Vancouver’s expedited processing program referenced below, 
helped speed up the development approvals process for rental projects by 5 to 8 months. 

Approval7Fee7Waivers7and7Deferrals
While fees for processing a project’s planning and building permit applications may not 
represent the most significant capital cost, these fees can and do place strain on its cash 
flow. At present, no GTA municipality except the City of Toronto has a policy to waive 
or defer these costs for new affordable housing. Only the City of Toronto is actively 
considering broadening such measures at this time. While deposits for site works and 
landscaping are returned upon completing of such items, they provide significant pressure 
on the project’s cash flow and may necessitate the use of a construction loan at an earlier 
stage of construction than if such deposits did not have to be paid. At this moment, 
few municipalities (the City of London being a notable exception) have a program that 
permits non-profit housing providers to avoid paying securities. 

There is a reluctance in many municipalities to waive the fees for such projects due to the 
tight fiscal constraints facing their respective planning and building departments. Staff 
interviewed noted that such a practice would not only exacerbate this situation, but that 
multi-dwelling projects and in particular infill developments, tended to be the most time-
consuming. 
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Reduced7Parking7Requirements
At present, most municipalities approach parking reductions for affordable housing 
projects on a case-by-case basis requiring the proponent to undertake parking studies 
to justify their request. Only one GTA municipality, Toronto, has reduced parking 
requirements for affordable housing dwellings. In zoning by-law 569-2013, affordable 
housing owned and operated by a non-profit agency is may be permitted an alternative 
housing parking standard of 0.1 spaces per dwelling unit.

While many affordable housing developments are able to obtain the requested reductions 
in parking, the process adds yet another layer of uncertainty in creating architectural 
drawings and construction budgets (particularly if expensive underground parking is 
required). The additional zoning variance also provides additional opportunities for 
community opposition to potentially stall the project at the City or Ontario Municipal 
Board.   
The reluctance of instituting across the board parking reductions for affordable housing is 
the fear that demand will outstrip supply and create impacts on-site and in surrounding 
neighbourhoods. This is particularly the case for IAH projects built by private proponents 
who may not keep units affordable after the 25-year affordability period expires. The 
reluctance also stems from the variation in the income profiles found in affordable 
housing developments based on social housing program requirements. In general, sites 
with high proportions of RGI households will have lower parking usage rates than sites 
with lower RGI proportions. Should these ratios change, parking supply may not be 
sufficient for the increased demand. There is a similar relationship between the size of 
units offered and parking usage with bachelor and 1-bedroom units having lower demand 
for parking on average than family units. 

Surplus7Land7Policy
While some housing providers will be able to create new affordable housing on their 
existing properties, others may not have this luxury. Given recent real estate trends in 
the GTA, it is increasingly difficult for affordable housing providers to find land that 
can work from a financial standpoint for their proposed project. Not surprisingly, land 
that is affordable for these projects often requires significant planning variances and 
environmental remediation. A surplus land policy would help affordable housing providers 
access this crucial resource by offering them the first chance to bid on surplus properties 
that have been deemed appropriate for this use. 

Only two municipalities, Hamilton and Halton Region, currently have a surplus land 
policy within their planning legislation. In Halton Region, sub-section 86(12) of Regional 
Official Plan Amendment 38 “support[s] the use of surplus public and not-for-profit lands, 
where appropriate, for developing Assisted Housing and Affordable Housing.”  At the 
moment, Toronto is examining the feasibility of a surplus land policy and in 2015 Toronto 
stepped up its commitment to offer City owned sites for new affordable housing. 

Discussions with municipal staff provided, in general, low support for such an initiative. 
In part, this reflected the reality that many municipalities already have policies in place 
to deal with the treatment of surplus municipal lands. Implementing a housing first 
model for land would require a significant investment in both time and resources to 
identify suitable parcels for affordable housing, gain support from other departments and 
change existing policies. Low support for this initiative also reflected the reality that 
municipalities use surplus land for generating financial resources through their sale and 
conveyance to other municipal departments who may need it.  
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Section7377Bonusing
While inclusionary zoning is not legally permitted in Ontario (as of March 14th, 2016 the 
provincial government announced its intention to bring in legislation which would permit 
municipal governments to implement inclusionary zoning for affordable housing), some 
municipalities have used the Section 37 provision under the Planning Act to create new 
affordable housing in private developments in exchange for additional height and density. 
In York Region for example, five units were transferred to York Housing through Section 
37 agreements from two separate private developments in Richmond Hill. Within Toronto, 
the Affordable Housing office notes that approximately 100 units of affordable ownership 
and rental housing have been created in the past 5 – 7 years through the use of s. 37 
bonusing. 

One point of note is that Section 37 bonuses are most effective in larger developments 
as the cost of affordable units can be spread out over a greater number of residential 
units. Given this reality, the ability for municipalities outside of Toronto to create new 
affordable housing with this mechanism may be more limited.   
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A4 Case Studies of Housing Providers Leveraging Assets

Despite the above listed challenges, there are a number of examples of non-profit and 
co-operative housing providers who are leveraging their existing assets to create new 
affordable housing. 

Ridgeford7Charitable7Foundation,7Toronto,7ON
The Ridgeford Charitable Foundation owns a 247-unit apartment building at 25 Thunder 
Grove in east Toronto. The purpose of the Foundation is to provide clean, safe and 
affordable rental housing. As the August 2019 expiry date of the building’s current 
mortgage and Section 95 operating agreement approaches, the Ridgeford’s Board of 
Directors have been active in examining how to best use its equity – including surplus 
land – to develop new housing. 

After completing preliminary budget analyses and consulting with both its current tenants 
and City planning staff, the Foundation is proposing to construct a 12-storey, 176-unit 
apartment building adjacent to its existing tower.  The proposed new building is to begin 
construction in 2017, with an anticipated completion date in late 2018, or at about the 
same time as the operating agreement will expire. (A final mortgage renewal in the fall 
of 2016 will permit Ridgeford to line up its new mortgage financing with the end of its 
existing first mortgage.)

Ridgeford will not require new Federal-Provincial Capital funding for this development 
to be financially viable. In the new building, the rents will be set at the average CMHC 
market rent and Ridgeford will request additional geared-to-income subsidies or housing 
allowances for up to 25% of the apartments in the new building. 

Ridgeford intends to re-mortgage its existing building to provide a significant equity 
contribution to the new development.  The Foundation will also contribute the necessary 
land to the project, which will require the relocation of an existing playground and the 
replacement of some surface parking with underground spaces. The City of Toronto will 
make an essential contribution through its program of waiving development charges and 
other municipal fees and also granting a 20-year exemption from municipal property 
taxes.

Innstead7Co-op,7Toronto.
Innstead Co-op has 89 units in 52 properties in the central east area of Toronto. Most of 
the units were bought in the 1970s and 1980s under various government programs. Some 
of the units were under the Section 95 program and had 35-year mortgages that either 
have been, or soon will be, paid off.

The 89 units are all in properties that were renovated to suit the needs of the co-op 
at the time. Originally, the co-op needed houses for families with young children and 
apartments for students and young people just entering the work force. All of the units 
require residents and visitors to negotiate at least one set of stairs. Many of the units 
have narrow corridors and internal staircases as well as relatively small washrooms. 
Over time, the needs of the members have expanded. The co-op still needs houses for 
families and apartments for single people, but there is a growing need for accessible 
units (wider corridors, larger washrooms, elevator access) either for aging members or for 
members with physical disabilities. Also, the co-op has no office space that is accessible, 
meaning some members are being limited in their ability to interact with the co-op 
administration or to take part in the life of the co-op.

In early 2015, the membership decided to address the access issues by exploring the 
concept of buying a property that could house the office and also contain some smaller, 
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accessible apartments. The co-op has just bought a main-street property on two 24-hour 
transit lines that is close to shopping and other amenities and is large enough to support 
a redevelopment that could include an office, some community space, residential units 
and – potentially – commercial space.

The new housing would address a number of important needs that cannot be addressed 
with the co-op’s current stock. The residential units envisaged for the property would be a 
mix of one- and two-bedroom apartments that would suit aging couples or single people. 
They would also be suitable for people with physical disabilities, since the units would 
be designed according to universal accessibility principles. The one-bedroom apartments 
could also house  young people currently living in members’ family homes but who are 
looking to start out on their own. Currently, there is no new affordable housing in this 
part of the City, so young members must either stay at the family home, leave the east 
end of Toronto, or accept sub-standard housing.

At this time, some members are over-housed in their current units. This is an ironic and 
frustrating situation, given the need for affordable housing. However, the co-op does not 
have enough smaller units to give these over-housed members a place to move to. The 
creation of additional one- and two-bedroom units would address this situation.

To pay for the purchase and redevelopment of the site (a budget in the range of $10 
million), the co-op has a number of sources of funds. Almost $1 million was realized from 
the sale of a non-residential property it owned. And there is the potential mortgage that 
could be supported from housing charges from the new units on the site. There is also 
the potential of some grants from the City to cover some development costs and the City 
potentially could waive property taxes on the new housing units. Finally, there is the 
potential to sell some of the co-op’s existing properties.

The houses bought under the Section 95 for between $40,000 and $70,000 now have a 
market value of between $600,000 and $1 million each. This “stranded equity” cannot be 
leveraged by mortgaging the properties since the co-op would not have the income to 
service the debt. However, the sale of some units would free up the equity to allow for 
the development of more units than would be sold. 

The potential sale of units raises a number of issues. A primary consideration would 
be that no members would lose their access to affordable housing. The changes to the 
housing portfolio would have to be managed so that no units were sold without there 
being appropriate accommodation for the tenants currently living in those homes to move 
into. The size of Innstead’s portfolio means that this could potentially be a complex task. 
On the other hand, the potential benefits of this initiative mean it is a course of action 
that the co-op is actively pursuing. It has acquired a site for the new development, and is 
currently preparing the re-zoning application.

Marguerita7Residence7Corporation,7Brockville77 
Marguerita Residence Corporation owns and operates two seniors’ housing apartment 
buildings (with a combined total of 124 apartments) developed under the Section 95 
housing program.  

In 2015, the mortgage and operating agreement expired on its first building and 
Marguerita is able to fund its existing 50% ratio of RGI from its operating revenues. The 
building is in good physical shape and has appropriate capital reserves.

Marguerita has collaborated with a local church to purchase land for $1 in order 
to achieve the mutual goal of creating a new 85-unit affordable seniors’ housing 
development.
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The County of Leeds-Grenville (the Service Manager) has agreed to allocate funding for 30 
rent supplement units for the proposed new development.

With the end of the mortgage on its first building, the new annual operating surplus is 
$114,000. Marguerita has applied to Infrastructure Ontario for a new first mortgage of 
$2.87 million, which can be serviced by this surplus. It is also seeking a first mortgage 
from Infrastructure Ontario based on 75% value of the new 85-unit building.  And 
Margueita is also seeking a second interest only mortgage of $2.5 million of its second 
existing building, which will have its first mortgage and operating agreement expire in 
2019. The County has stepped forward and agreed to provide a guarantee for this $2.5 
million loan.

The City of Brockville has been very supportive in agreeing to assess property taxes at 
the single-family residential rate, exempting the new building from City development 
charges, and designating it under the community improvement plan, which will result 
in no increase in current property taxes on the now-vacant site for the first five years of 
operation of the new building.

Sacajawea7Hamilton
Sacajawea is a small non-profit which acquired 28 older homes under the Urban Native 
Housing program in the late 1980s. Through a two-stage process it initially used the 
proceeds from selling two homes to create a six-plex (with the assistance of capital 
funding under the IAH, administered by Ontario Aboriginal Housing Services), which 
became occupied in March 2016.  Sacajawea will soon be moving forward with a further 
16-unit development which is made financially viable from the sale of an additional eight 
homes and leveraging those proceeds for the new development.

As the new housing is more energy efficient and requires less maintenance than the 
previous nearly one-hundred-year-old homes, the operating subsidies for the total 10 
replacement units under the existing operating agreements – which are in effect for about 
eight more years - will be reduced%. 

Even though the required amount of operating subsidy is reduced,  the number of RGI 
housing units do not decrease and Sacajawea’s housing portfolio will have increased from 
28 to 40 units (with six of those units supported through IAH capital funding).
City incentives on the new 16-unit development are expected to include taxation of the 
building at the single-family residential rate as well as the waiver of City development 
charges.

Town7of7Tillsonburg7Non-Profit7Housing7Corporation7–7Tillsonburg,7ON
The Town of Tillsonburg Non-Profit Housing Corporation (TTNPHC) is a municipal non-
profit housing provider in the town of Tillsonburg, Ontario providing affordable housing 
to seniors. Its portfolio consists of two properties; a 73-unit apartment building (of which 
13 were built as an addition under the IAH program) at 51 Queen Street and a 60-unit 
apartment building at 31 Maple Lane. In 2015, the property at 51 Queen Street was up 
for renewal for a final five-year term, with expiry coinciding with the end of its operating 
agreement.

Seeking to create new affordable housing for seniors, in 2014 TTNPHC advanced the 
process to leverage the value of its Section 95 Queen Street building by obtaining 
approval from the Ministry of Municipal Affairs and Housing to permit an increase in 
its amortization period for the Queen street property when its mortgage came up for 
renewal in 2015. The County of Oxford also agreed to the continuation of the existing 
level of operating subsidies at the Queen Street building for 20 additional years. Soon 
after, TTNPHC entered into discussions with its financial institution to re-mortgage the 
Queen Street building and in early 2015, was approved for a new 25-year mortgage of 
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$2.3 million (an increase from the $700,000 in the existing first mortgage). Most of this 
new leveraged equity was to be used to support the creation of new housing on its other 
building located at 31 Maple Lane. In 2015, construction of a $1.3 million 12-apartment 
addition (all one bedrooms) to Maple Lane began with occupancy expected in April, 2016.

Municipal incentives provided to the project included a tax rate set at the single family 
residential rate for the new units as well as development charge waivers from the County 
of Oxford and Town of Tillsonburg. Incentives from both governments were administered 
through a Municipal Capital Facilities Agreement to ensure that the new units remained 
affordable for a period of 25 years.  

Innerkip7Seniors7Apartments,7Innerkip,7Ontario
Located at 30 Balsam Street, the Innerkip Seniors Apartments (ISA) is a 29-unit apartment 
building constructed in 1982. With its mortgage set to expire in 2017, ISA is using the 
opportunity to re-mortgage its property to construct a 16-unit addition to the existing 
building. 

Funds for the $2.9 million project include $688,000 in capital from the County of Oxford, 
CMHC Project Development Funding, contribution of the value of the land owned by ISA, 
HST Rebates and a new mortgage of approximately $1.8 million for the newly expanded 
45-unit building. A portion of this new mortgage is being used to pay out the existing 
first mortgage of approximately $105,000. Notionally, $800,000 of the new mortgage is 
borrowed against the value of the existing building with the remaining $1 million against 
the 16-unit addition.  The new mortgage will be CMHC-insured which allows for a 35-year 
amortization, thus lowering the monthly mortgage payments. 

CMHC recognizes the importance of creating new affordable housing, and thus under its 
mortgage flexibilities provision there is no insurance premium payable for new housing.  
Unfortunately, the portion of the mortgage assigned to the existing building does have 
an insurance premium – in this case $18,000 – even though the funds are being used to 
create new housing. 

Municipal incentives include a reduced property tax rate (equal to the single-family 
residential tax rate instead of the higher multi-family tax rate) and a waiver of 
development charges from the County of Oxford and Township of East Zorra-Tavistock. To 
receive these incentives, ISA entered into a Municipal Capital Facilities Agreement with 
both municipalities.  Construction began in the fall of 2015 with occupancy expected by 
June 1, 2016.
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A5 Examples of Municipal Incentives for Affordable Housing

The following examples illustrate municipal best practices outside of the GTHA which can 
provide additional support for non-profit and co-operative housing providers aiming to 
leverage their existing housing to create new affordable housing.  

City7of7Peterborough7–7Community7Improvement7Plan7(CIP)
In 2011, the City of Peterborough, under Section 28 of the Planning Act, instituted the 
Affordable Housing CIP to assist in the creation of additional affordable housing. The CIP, 
which designates portions of the city that are most suitable for affordable housing (it 
covers the majority of the urban area of the city), provides assistance both for private and 
non-profit actors who build ownership housing that is “at least 10% below the average 
purchase price of a resale unit in the regional market area” or rental housing that has 
rents “at or below the average market rent of a unit in the regional market area.”

Developments or dwellings within the CIP, not in tax arrears and meeting the affordability 
definition above are eligible for the following financial incentives programs:

77 Municipal Incentive Program: Municipal fees associated with the development 
approvals process (i.e. planning application fees, parkland and cash-in-lieu of parking 
fees) are waived; 

77 Development Charges Grant Program: Rather than amend its DC by-law to designate 
affordable housing projects as exempt from DCs, the City has established an 
“Affordable Housing Partnership Reserve Fund” to provide offsetting grants to 
proponents. 

77 Tax Increment Grant Program: New projects are eligible for a nine-year grant to 
reimburse a portion of the municipal property tax increase that result from the 
project. During the first 5 years, the project receives a grant equivalent to 100% of 
the municipal tax increase. Between years six and nine the grant decreases to 80% in 
year six, 60% in year seven with full property taxes being charged in year ten. 

Oxford7County7–7Development7Charge7Waiver7Language
Providing clear and concise language about what is eligible for development-charge 
waivers is important in providing certainty for providers trying to assess the viability of 
plans for new affordable housing. This is particularly the case for housing providers who 
have never built new affordable housing and are risk-averse in nature. Oxford County 
provides a good example of ensuring that it and the 2nd tier municipalities within its 
jurisdiction have uniform language to describe which housing projects are eligible for DC 
exemptions. Both the County and the 2nd tier municipalities use the following definition: 

“Affordable housing” means dwelling units and incidental facilities, 
primarily for persons of low and moderate income, that meet the 
requirements of any program for such purpose as administered by any 
agency of the Federal or Provincial government, the County of Oxford 
and/or the Area Municipality and for which an agreement has been 
entered into with the County of Oxford with respect to the provision 
of such dwelling units and facilities;

It should be noted that Oxford County was able to harmonize the language in the 
various DC By-laws under its jurisdiction in part due to its unique situation as a 1st tier 
municipality with some 2nd tier responsibilities. 
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City7of7Orillia7–7Exemption7from7Parkland7Dedication7Fees
In Ontario, parkland dedication fees are typically five per cent of the assessed value of 
land being developed for housing. Due to high land values in the GTHA, these fees are 
increasingly becoming a significant burden on the construction budgets of affordable 
housing projects. To help promote the creation of new affordable housing, the City of 
Orillia amended its Parkland Dedication By-law (2010-39) to exempt “not-for-profit 
affordable housing development(s) or redevelopment(s)” from paying this fee. The City 
defines “Not-For-Profit” as “an organization either incorporated as a ‘Corporation Without 
Share Capital’ under Part III of the Corporations Act, as amended, or incorporated as a 
housing co-operative without share capital under the Co-operative Corporations Act, as 
amended.” 

City7of7Vancouver7–7Rental7100:7Secured7Market7Rental7Housing7Policy
To help stimulate new rental housing in areas suitable for intensification, the City of 
Vancouver implemented the Rental 100: Secured Market Rental Housing Policy to reduce 
the costs and time needed for projects to go through the development approvals process. 
Projects where 100% of the residential rental dwellings are registered on title to remain 
as rental for 60 years or the life of the building (whichever is greater) are eligible for the 
following incentives:

77 Development Charge waiver;

77 Parking requirement reductions;

77 Minimum acceptable unit size reduced to 320 square feet;

77 Additional density; 

77 Expedited/concurrent permit processing

Projects eligible for these benefits must meet a number of criteria, including tenure, 
level of affordability and the form and location of the development. On the last point, 
developments must be within 100 meters of an arterial street, ground-oriented, well 
served by transit and within close proximity to identified neighbourhood centres and local 
shopping areas. 


