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This is Exhibw...........4..............gerred to in the
affidavit of....LY.. lC’M[Q? ...... AR

- sworn before me, this l
day of.
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Cammmtity Serwices and Heusing Depariment

Mareh 9, 2006

BAND DELIVERED T
~ LAY

Ms. Sue Daniel, Chaix

Board of Directors : :
Thornhill Green Co-operative Homes los. .
61 Tnverlochy Boulevard, Unit #5 :
Thorphill ON L3T 3RA

Dear Ms. Dapiel:

. Re: Notice of Triggering Events

Backpround ‘ : S
w the Region has been working with your hoard and management

As you know, for soxs tizms Ao
company to develop & comprehensive understanding of the Cu-operative’s financial situation and

capital repair require . The Region recognizes that your hoaxd has recently made some
progress with respect. to Indreasing your housing charge revenue and mose assertively pursuing

acrears. However, a pummnber of very serious issues remain.

Secrion 115 of the Sociel Housing Reform Act, 2000 (SHRA) lists the issues that are considersd
“trigguring events.” When a housing provider’s situation includes one ox more of these
tiggering avents, the SHRA sets out a process for the Region to take additional steps to ensure
the sitnation {s €orrected. These sieps, called remedies, are listed in section 116 of the SHRA
and include suspending subsidy payments, removing board members and appointing a TecLiver 10
operate the housing project. : ‘ : : .

Triggering Events _
The Region bas determined that several triggering events are avident in Thornbill Green Co-

vperative’s operations;

1)  Thu bousing provider is tnable tu woset its obligations as they come due.

Becauge the Co-opexative was in arrears for the 2005 property taxes awed to the
Town of Markham_ the February 1, 2006 mortgage renewal was threatened. The tax
arvears wore only paid because the Region provided an emergency advanee of -
$32,250 on the 2006 subsidy. The Co-operative has advised the Region that the
February 2006 Instalment is now in awrears and thnt the March and April axes are not
expected to be paid. These propertly tAX AITEArs will jeopardize the May 1, 2006
mortgage tenewal, potentially resvlting in the mortgage being called, -
Tz Regioul Muricpality of Yok, 17250 Yonge Strac, Nwsmiirlet) Oprario L3Y 6Z1
: Tl 9038304444, 1-877-464-YORK
hrgent; st peginm, 5ok, omca
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March 9, 2006
Thermhill Gresy Co-operativs Homes Inc.

2)

3

_ The hounsing provider incurs an acenmulated deficit that is rnaterial and
 excessive, having regard to the normal practices of similar housing providers.

" "The Co-operative’s financisl statements for the fiscal year ended Japuary A1, 2008

showed an ascurnulated deficit of §62,916. Recent income aor] expense statements
provided by the Co-operative project 2 significant in-yeax deficit for the fiscal year
ending Yanuary 31, 2006, for a total aceumulated deficit of $172,946.

Fartheymore, the Co-operative’s cument balance sheet shows a subsidy receivable
from the Rogion of $249,341. No such subsidy puyment 1s owed to the Co-operative,
On the contrary, the Co-operative has received an advance on fhe 2006 subsidy and in
addition owes the Region $47,012 for subsidy sdvanced in the fall of 2005 to cover

health and safety repairs,

To date the Region bas been unabls to aceurately assess the Co-operative’s financial
condition, The financial statements provided by the Co-opeyative’s property
management company o not fully reconcile and ate not consistsat with other
infarmation provided by the Co-operative. For sxaruple, the statements show pre-
paid taxes when the Co-operative is actually in areats. _ :

The housing provider has failed to operate the project property, having regard
to the normal practices of siwilar housing providers.

Ths Co-operative bas falled rn aptimize its housing charge revenuss. The market
housing chargea are substantially below those of other social housing providers in the
area, Prior to the recently approved 2006 housing charge incroase, the Cosoperative’s
monthly 3 bedroorn housing charges were $145 lower thas the comparable averags -
and the 4 bedroom housing charges were $189 below the comparable average. Even

~with the 4% increage appioved by the members, the Co-operative’s 3 bedxoom

housing charges are still $127 below the current average and the 4 bedroom unirs are '

$183 Jower than the current average.

Tha Co-operative has axhansted its capital reserve funds. Whils the Region
acknowlerdges that the reserves were not adeqoats to mezt all the Co-cperative’s
needs, it appears that the Co-operative did not make an sffort to prioritize
expenditures. The statements provided by the Co-operative indicate that for the
peried Yanuary 2004 to November 2005, $108,020 was spont on appliance
replacement. While some replacements may have been unavoidable. it is important to
note that thesa expendinres were made at a time when the Co-operative had
identified a health and satety hazard in the uneven walkways on the property. The
Co-operative’s property manager informed the Region that the Co-operative was
{nvolved in a lawsuit arising from a trip and fall claim, yet it does not appear thal the
Co-opezativa made any attempt to repair the trip hazatds. '
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Notice of Exervise of Remedy - o e :
g Upder section 117 of the SHRA, a housing provider with identified triggenng ev_ent.s has an
o nity to correct the jssues before the Region mpletaents a1y of the remedics available

gpnder section 116. This letier is Thornhill Green Co-opexative Homes Inc.’s formal notice that
the Co-operative has sixty days, that is, until the end of buswess on Friday, May 12, 2006, to

resolye the iriggering svents described above, The actions the Co-opetafive must take to resalve
the issues ave detailed bolow. -

Corrective Actions Required

D The Co-opexative must ensure that all financial obligations nre et inn full as

they become due. ‘ ‘

The Co-operative mnst provide Teceipls issued by the Tawn of Markbam verifying

. that all property tax instalments owed up 1o and including May 12, 2006 have been
» -paid i full.
L : The Cn.opuraﬁvc must provide capies of all bank statements, cheque reg:stats and
. ivoices for the period February 1, 2006 through April 30, 2006, to verify that all
' financial obligations have been mzet. o

e,

..__._,
i

o The Co-opexative must provide a statement of the actusl Funds held in the mexber
_ * deposit account a8 of April 30, 2006, to verify that member depogits have not be used
1 to fand the Co-operative’s expenses. _

a 2) The Co-vperative must provids financial statements prepaxed by a qnalifiea

} ‘ _ nud.itf_:;r for the fiscsl year ended Januaxy 31,2005, -

o The financial statemnents soust cléatly identify the Co-oprrative’s aseumnlated deficit,
P In g0 dolng, the statements must be corrected 1o eliminate the $249,341 subsidy

. : - recoivable from the Region and to show the pubsidy advance received. o

The Co-operative must also provide a management letter prepared and signed by the
auditor. _

3)  The Co-pperative must subxoit a deficit reduction plan.
The deficit reduction plan must ineorporate all of the following elemants;
- aschedwle of markel housing charge increases bringing the Co-operative's
. yparket changes in line with those of other similar housing providers by the
] fiscal year ending January 31, 2010. (note the schedule must mako up the
b existing gaps of $127 and $183 in addition (o projected iptlationary increases
that othex Housing providens will annually incorporate into their xents/housing

] charges)
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£ March9, 2006 o
F Thoughill Green Co-cpazanive Flomes Inc.
| : - _
: . subsidy recoivablc from the Region in accordance with t'be approved

ﬁ ' Senchinarks and the SHRA funding odel and the additiona] revenues
l : gonexated through howsing charge increases for mutket unts
recovery of subsidy advances aiready provided by the Region
- osed expenditure budgers for the fiscal years cuding Yapuary 31, 2007,
I[ ~ 2008, 2009 and 2010

- . gpecific, detailed descriptions of cost constraint measures the Co-operative
i ‘ will enact and the implementation timelines |
A an updated dssaription of the Co-opers jye’s arTears collection practices and -
' ag axrobrs report demonstroting that substantial progress has been made in
reducing the arrears of current members

—_——

The board of directors of the Co-operative must also take steps to cosure that the
finaneia) staternents provided by theix property manugement company are accurale,
consistent with applicable social housing program and GAAP pequirements and
submitred in 2 form aceeptable to the Region. '

==

1 ) The Co-operative must demonstrate due diligence in maintaining ity assets and
prioritizing required maintenance and capital repair work.
. . In accoidance with the additional subsidy agresment already in placs, the Co-

: . gperative must continye jo seek prior authorization from the Region for aapital
expenditurcs of sxy kind.
The Co-opecative must provide g list of all capital uxPﬁas completed betwasn
February 1, 2005 and Apri) 30, 2006. :

’__——”ﬂ

- The Co-operative must submit a maintenance plan cutlining 2)l saaintensnce work

5 : :
*,[ 7 expectsd to be charged ta the operating budget during the 2006707 fiscal year.

o : The Co-oprrative must submit 2 capital repair plan idenﬁffi.ng all capital wnﬂé

l : © - praposed for the Z006/07 fiscal year. -

. Next Steps V _ : ‘

1L ) The Co—oper:.tii:e must complete ali of the comrective setions ideptified above and provide all

requimd documentation to the Region, directed to the atiention of Sylvia Pattersor, Director,
Housing Services, oo later thag 4:30 p.m. on Friday, May 12, 2006. :

Io the event that the Co-operative fails to taks all steps required to implement the comrective

‘ actions and to provide dochmentation that they have done so, the Region will exezcise its right to
-l\ imposc a remedy in accordance with the SHRA. : ' L

1 .

T

Any questions elated to the contents of this leticr crust be: submoitted in writing to the atention of
Sylvia Patterson, Director Honsing Seyvices. Written clarification will be previded as nceded.
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Thosmhlll Greeh Co-operative Homes Inc.

The Region's géal is to ensure that the Co-uperative Operates in an efficient and effective
rranner. The sorrective actiops identificd in this letter ar8 csscatial if that goal is to be met and
the Co~operative is 1o continuc providing Bousing for its mepabers.

Sincerely.

Sylvia F ~
Director, Housing Services

SFkh

y1o; Toai Farley, Directos, Social Housing Branch, MMAH
Christine Terry, Munager, Housing Subsidies _
Korry Hobbs, Manager, Housing Programs
Walter Maneini, Supervizor, Housiog Programs |

C26-Kocial Boasing Proproas\Fojests-oo Noties PON)Thonhill Green FON Totssr.dog

Cop
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MINUTES OF COUNCIL - APRIL 27, 2006

COUNCIL
OF
THE REGIONAL MUNICIPALITY OF YORK
| April 27, 2006

Regionél Council met at 9:36 a.m. in the Council Chambers, York Region Administrative
Centre, 17250 Yonge Street, Newmarket, with Regional Chair Fisch presiding.

The following were present at this Meeting:
Mayor: Bell, Black, Cousens, Di Biase, Grossi, Jones, Sherban, Taylor and Young.

Regional Barrow, Ferri, Frustagllo Heath, Hogg, Jackson, Jones, O'Donnell,
Councillor:  Scarpitti, Van Bynen and Wheeler.

Staff: ' Davidson, Garrett, Hulton, Kurji, Macgregor, Russell, Simmons, Tuckey.

DISCLOSURES

No member of Council disclosed an interest in any item.

MINUTES
It was moved by Reglonal Councillor Van Bynen, seconded by Regional Councillor O’Donnell,
that the Minutes of the Council meeting held on the 23" of March, 2006, be confirmed in the
form supplied to the Members.

Carried
PRESENTATION

Statistics Canada — 2006 Census _
(Minute No. 53, Clause 7, Report No. 4 of the Planning a(z_d Economic Development Committee. )

Jim McKibbin, Census Communications Manager, Statistics Canada - Central Region, regarding -

“York Counts: A Brief Overview of the 2006 Census”. Mr, McKibbin informed Council of the

various methods being employed by. the Federal Government to ensure that as many residents of
York Region as possible are included in the 2006 Census. Census Day is May 16, 2006.

23
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MINUTES OF COUNCIL - APRIL 27, 2006

- Council rise and report from Private Session.

The motion moved by Regional Councillor Frustaglio and seconded by Mayor Bell carried.

PRIVATE SESSION

It was moved by Regional Councillor Frustaglio, seconded by Regional Councillor Scarpitti, that

- Council convene in Private Session for the purpose of considering certain personnel, property

and legal matters.
Carried

Council met in P_rivate Session ét 11:28 a.m. and reconvened in Council at 12:07 p.m.

Tt was moved by Regional Councillor Jones, seconded by Regional Councillor Heath, that

Carried

Appointment of an Associate Medical Officer of Health

* {See Minute No. 68.)

It was moved by Mayor Sherban, seconded by Mayor Black; that Council adopt the
recommendations contained in the confidential report of the Health and Emergency Medical

Services Committee as follows:

1. Thé current Public Health Physician position be recIaSsificd into an Associate Medical
Officer of Health (AMOH) position. '

2. Regional Council appoiﬁt'Dr. Erica Weir to the newly-created AMCH position, subject to
approval by the Minister of Health and Long-Term Care.

3. Regional staff be authorized to do all things necessary to carry out the above

recommendations.
Carried

The balance of the report to remain confidential under the provisions of the Municipal Act as it
contains information telating to personal matters about an identifiable individual.

A

29
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MINUTES OF COUNCIL - APRIL 27, 2006 -

'Staoilization Plan for Thornhill Green Co-ooerative Homes Inc.

- It was moved by Mayor Sherban, seconded by Mayor Black, that Council adopt the
recommendations contained in the confidential report of the Community Services and Housing
Committee as follows:

1. Upon receipt of the requisite consent from the Minister of Municipal Affairs and Housing
(MMAH), the Region appoint a Receiver under the Social Housing Reform Act, 2000,
(SHRA) to operate Thornhill Green Co-operative Homes Inc. (the Co-operative).

2. The Region retain the services of Mintz and-Partners to act as the Receiver appointed under
the SHRA, without issuing a call for bids, pursuant to the emergency purchases provisions of
the Region's Purchasing By-law.

' 3. The Region enter into a loan agreement with the Co-operative, providing a maximum of $2 1
miillion to fund capital repairs, with terms and condition of the loan to be established in
consultation with the Commissioner of Finance, and the Regional Chair and the Regional
Clerk be authorized to execute such agreement and any ancillary documentation, subject to
the prior review by Legal Services. '

4. The Region request Ministerial consent to register the loan on title or otherwise secure its
position and to appoint a Receiver.

5. The Region fund any receivership related costs in excess of the Co-operative’s revenues.

6. The Region seek court approval for the extension of the receivership beyond one year, if
required. .

7. The Province of Ontario be notified by the Regional Chair that The Regional Municipality of . '
York expects to be reimbursed for all costs associated with the loan and the receivership.

Carried |

The balance ‘of the report to remain confidential under the provisions of the Municipal Act as it
contains information relating to the security of municipal property. :

Ministry of the Environment Grant Funding Source Water Protection Studies
(Clause 1 of Transportation and Works Committee Report No. 5)

It was moved by Mayor Sherban, seconded by Mayor Black, that Council adopt the _
recommendation contained in Transportation and Works Committee Report No. 5; as follows

1 Council authorize a Regional funding agreement with the Ministry of the Environment to

receive funding and conduct technical studies in support of the proposed Clean Water Act.
Carried

30



Court File No. 07 - CL -7044
ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST) -

IN THE MATTER OF AN APPLICATION UNDER SECTION 116(1) 6
OF THE SOCIAL HOUSING REFORM ACT, 2000, S.0. 2000, c. 27

AND SECTION 101 OF THE COURTS OF JUSTICE ACT, R.S8.0. 1990, c. 43

BETWEEN:
THE REGIONAL MUNICIPALITY OF YORK
Applicant

and

THORNHILL GREEN CO-OPERATIVE HOMES INC.

Respondent

AFFIDAVIT #2 OF NICHOLAS GAZZARD
Afﬁrm%.d < /'4 L 2008

. N 1
[, NNCHOLAS GAZZARD, of the City of Ottawa in the Province of Ontario, Executive
Director of the Co-operative Housing Federation of Canada, AFFIRM AS FOLLOWS:

Deponent Background

1. I am the Executive Director of the Co-operative Housing Federation of Canada (“CHF
Canada”). As such I have knowledge of the matters hereafter deposed to, except where I
have obtained information from other sources in which cases I state the sdurces of my

information and I hereby declare that I verily believe all such information to be true.
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I am authorized to affirm this affidavit onrbehalf of CHF Canada.

Context for this Affidavit

I affirm this affidavit: (1) in support of the cross-motion being brought by the Respondent
to discharge Mintz & Partners Limited (“MPL” or the “Receiver”) from its capacity as the
Court-appointed receiver and manager of Thornhill Green Co-op'erativesr Homes Inc.
(“Thornhill Green”, or the “Co-op™); and (2) in response to the Receiver’s motion to sell.
the assets and liabilities of Thornhill Green to a wholly owned subsidiary of the Regional
Municipality of York (the “Regioﬁ”). CHF Canada is authorized by the Board of Directors
of Thornhill Green to submit this affidavit as part of Thornhill Green’s cross-motion to
discharge the Court-appointed receiver and manager and Thornhill Green’s response to the

Receiver’s motion.

The Appearance of Significant Unfairness in the Receiver’s Conduct

4,

While [ am not quéliﬁed to offer legal opinions as I am not a lawyer, I am informed by
pages 165-167 and page 180 from the second edition of Bennett on Receivershz;bs by Frank
Bennett and do verily believe that a court-appointed receiver and manager is accountable to
and owes fiduciary duties to all interested parties (i.e. not just the Region). It also appears
to ine from the excerpt that it is implicit that a court-appointed receiver and manager owes
a basic duty of fairness to all inteljes.ted parties. I understand that these pages will be
included for reference as part of the Respondent’s B.ook of Authorities when this cross-

motion is argued before the Court.

However, after reviewing (1) the notice of motion brought by MPL to sell all of Thornhiil
Green’s assets to a subsidiary of the Region and (2).MPL’S first report to the Court in
support of MPL’s motion to sell, it appears to me that the Receiver has been significantly
unfair to the interests of Thornhill Green and other non-profit housing co-operatives given
my knowledge of and experience with non-profit housing co¥operatives in Ontario and
across Canada. I provide some specific non-exhaustive exambles of what [ believe to be

such unfairness below.
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First, at paragraph 53 of the Receiver’s report, MPL asserts that “the Board does not have

‘specialized knowledge with respect to construction and has not had any involvement with

the constfuction of Thornhill Green.” However, in my experience, it is rare for the Board

of any non-profit housing co-operative (or other non-profit housing run by the residents) to
have such knowledge or experience. Non-expert Boards instead manage such construction
on a regular basis by retaining and instructing someone with expertise in such issues (as the

Receiver itself did with its independent consultant, Halcrow Yolles).

Second, at paragraph 54 of the Receiver’s réport, MPL asserts that “[e]ven if a new board
was elected and sbught to have control ... returned to it, Thornhill Green’s ﬁnaﬁces are not
sufficient to fund the capital repairs or to seek and obtain additional debt financing.” MPL
accompanies this assertion with the statement that the Region will not grant approval for

any such debt.

These assertions unfairly ignore two key points: (1) According to the Region’s own
appraisal in 2005, Thornhill Green was worth $14.5 million, Given Thomnhill Green’s
current liabilities of about $9 million, Thornhill Green’s net assets are thus at least $5.5
million. In my experience, if the Board had control, it could obtain the additional $600,000
of fiﬁar_wing from elsewhere given this financial position if the Region was unwilling to
provide the financing. (2) The Region’s potential reticence for granting any consents that
may be required needs to be vieweﬂ with skepticism given that the Region is attempting to
acquire Thornhill Green at a bargain price by simply-assuming Thornhill Green’s liabilities
(i.e. it is in the Region’s interest to make it appear as if other financing options are not
possible, particularly since the Region would receive a windfall valued at least $5.5
million), and the unreasonable withholding of any such consents could be subject to

judicial review (particularly given Thornhill Green’s substantial net assets).

Third, Receiver mischaracterizes various actions of the members as “not acting in the
collective interest of Thornhill Green”. This appears to be an unfair representation of the

nature of non-profit housing co-operatives and how they work.
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For example, members are, of course, going to raise individﬁal complaints and concerns,
which makes sense since (1) the units are ultimately people’s homes and (2) the co-
operative principle of democracy encourages people to speak for themselves (subject of
course to appropriate limits). Such a situation is not unique to Thornhill Green (in fact, it
arises in most non-profit housing co-operatives), and it is quite manageable since it is
inherent to the way co-operatives work. - After all, co-operatives are democratic
organizations that are made up of different people with different backgrounds, interests, .
and personalities, yet co-operatives have generally thrived over the past few decades. As
well, it is my experience that there are often some members who are more vocal than othets
for various reasons, which is a reflection of the diversity of people usually present in non- |
profit housing co-operatives. In addition, this situation is not unique to non-profit houéing
co-operatives as it also arises in condominiums and equity co-operatives (where various

different residents similarly participate in their governance structures).

In addition, when MPL asserts that the members have not come forward and expressed ahy
interest in the management of the Property as a whole, MPL unfairly does not give v»;eight
to the fact that Thornhill Green is in receivership and the members were under the 7
impression that the Receiver was now running everything. In such a situation, it is unlikely
that anyone would want to be part of a Board that cannot do anything of substance when

the Receiver has total control.

MPL also raises the possibility that the members are not even interested in continuing
Thornhill Green as a co-operative by referring to a previous “privatization” idea advocated
by some members of the Co-op. However, this proposal occurred about 10 years ago, and
the Receiver neglects to mention that the proposal was ultimately rejected by a substantial
and decisive vote of the overall membership. For reference, I am informed by Harvey

Cooper of CHF Canada (who was present at the final vote) and do verily believe that the

- attempt was defeated by a vote 6f 51to 19 (or neérly 75%). In addition, if the members of

Thornhill Green were actually not interested in continuing as a co-operative, Thornhill

- Green would not be opposing the proposed sale.
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Fifth, while MPL mentions the fact that Thornhill Green’s 1991 articles of incorporation
state that Thornhill Green’s assets are to distributed to charities upon dissolution, the
Receiver makes no mention of the effect of sﬁbsequent amendments to the Co-operative
Corporations Act. As a result of these amendments, Thornhill Green’s articles are deemed

to state that Ontario non-profit housing co-operatives (i.e. CHF Canada’s members) are

‘also entitled to potentially receive Thornhill Green’s assets upon dissolution (which the

Receiver does not mention).

In addition, the Receiver does not mention or discuss the interests of those entitled to
potentially receive Thornhlll Green’s assets as part of the Justlﬁcatlon for the proposed
sale. This omission is very troubling and unfair since dissolution would practically occur 1f

the Housing York Inc. acquires Thornhill Green’s assets and liabilities. The Region’s

wholly owned subsidiary would instead obtain Thornhill Green’s significant net assets of at |

. least $5.5 million as a windfall if the proposed sale were to proceed at the current bargain

price.

Sixth, MPL asserts that aspects of Thornhill Green’s previous financial performance
(including the accumulated deficit) justify the sale of Thornhill Green to Housing York

Inc.. However, the Receiver does not appear to be fairly representing Thornhill Green’s

actual current financial performance, which shows that it is very viable. For example, at

paragraphs 40 and 42 of the Receiver’s First Report to the Court, the Receiver notes a
significant increase in the accumulated deficit from 2006 to 2007, and then implicitly
claims credit for a similar significant decrease in 2008. However, as detailed in my
affidavit sworn June 11, 2008, these significant chaﬁges actually appear to be accounting
anomalies or errors relaﬁng to transactions conducted by the Receiver, which is not

mentioned by the Receiver.

Furthermore, while the Receiver expresses alleged concern about the future financial
viability of Thornhill Green, the Receiver appears to only cursorily mention the significant
positive aspects of Thornhill Green’s current financial position. For example, the

Receiver’s own deficit reduction plan will eliminate the accumulated deficit within 5 years,
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and significant contributions are now being made to the capital reserve fund. Given this

situation, Thornhill Green appears to be on very good footing for the future.

Seventh, MPL attributes all of the alleged past financial issues to Thornhill Green’s Board
of Directors. However, this attribution does not fairly take into account a few important

factors.

For example, while MPL includes some basic information about the fact that Thornhil
Green bought existing buildings after it was formed, the Receiver does not explain the
financial implications of a co-op purchasing cxisting buildings relative to a co-operative
that builds new coﬁstruction instead. Unlike major new construction, Thornhili Green’s
financing costs were relatively low, which meant that Thornhill Green’s monthly mortgage
payments (and resulting government subsidization) were much lower than other CO-0pSs.
However, it was more likely that, as the facilities continueci through their normal life cycle,
Thornhill Green would face significant capital expenditures for relatively large scale

maintenance and replacement work earlier than many other newly constructed co-ops.

. This was exacerbated by deferred maintenance that had not been performed by the previous ‘

owner. As a result, the capital reserves required and established by government
programmes for co-ops acquiring existing buildings were not large enough to meet the

capital expenditure needs that developed more quickly for such co-ops.

In addition, unlike most other social housing providers, Thormhill Green was in the
exceptional position of having to provide a reverse subsidy to the Region because of its
relatively low mortgage payments (which is intuitively wrong since governments normally
subsidize social housing, not the other way around). Recent provincial changes to the
subsidy that were implemented in 2006 and 2007 somewhat mitigated this issue, but this
external event occurred only after the Receiver was appointed (and has likely contributed
significantly to.the improvement in Thornhill Green’s financial position, which the

Receiver has not mentioned, and occurred independent of the Receiver’s actions).
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Furthermore, in making assessments about Thornhill Green’s financial history and

viability, the Receiver does not appear to mention the experience of other non-profit

' housing co-operatives. In my experience, Thornhill Green is only one of many non-profit

" housing co-operative with (setting aside the accounting anomaly or error) an accumulated

deficit in the range that Thornhill Green experienced in recent yeafs (and which will likely
be eliminated anyway in five years). Thornhill Green is also one of several co;ops who
have had to deal with major capital repairs on a similar scale. These experiences are not
unique in the non-profit co-operative housing sector, and these experiences are often the
result of identifiable and addressable issues similar to some of the examples discussed

above.

Eighth and ﬁnélly, MPL is simply (and unfairly) advancing the offer proposed by the
Region itself without any real critical analysis or examination of alternatives. The sale

advanced by the Receiver would result in the Region’s subsidiary acquifing Thornhill

_ Green at a bargain price and with a windfall valued at least $5.5 million according to the _

Region’s own 2005 appraisal. Even with this substanti'fal undervaluing of Thornhill
Green’s assets and liabilities, the Receiver does not appear to have made any other
inquiries about other potential purchasers, whether other potential sources of financing
could be found and implemented, or whether any other options could be realistically
implemented that preserve the existing co-operative structure. The Receiver’s analysis and
position seems to only consist of a regurgitation of the Region’s requesf, rationale, and
intereéts for the proposed sale, and this unfairly privileges the interests of the Region over
the interests of Thornhill Green, its members, and the non-profit housing co-operativés
entitled to potentially receive Thornhill Green’s substantial net assets upon Thornhill

Green’s dissolution.

Given all of the above, and speaking as the Executive Director of the national body for
non-profit housing co-operatives, and having had decades of experience with a large
number of co-ops in a wide variety of situations, I unfortunately believe that the Receiver
in this particular case did not act with fairness towards Thornhill Green Co-operative

Homes Inc.. Further, I also believe that the Receiver in this particular case did not seem to
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show a reasonable awareness and respect for the recognized legal rights of non-profit

housing co-operatives.

AFFIRMED before me at
the. ~ad Tl ,
this (" déy of Jouyf 2008

.U

A Comunisstoner for taking affidavits, etc.

Neil Milton
Barrister and Solicitor
700 -~ 225 Metcalfe Street
Ottawa, Ontario

: K2P 1P9
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NICHOLWZARD
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Court File No. 07 — CL 7044
ONTARIO

SUPERIOR COURT OF JUSTICE
(COMMERCIAL LIST)

IN THE MATTER OF AN APPLICATION UNDER SECTION 116(1) 6
OF THE SOCIAL HOUSING REFORM ACT, 2000, 8.0. 2000, ¢, 27

AND SECTION 101 OF THE COURTS OF JUSTICE ACT, R.5.0. 1990, c. 43

BETWEEN:
THE REGIONAL MUNICIPALITY OF YORK
Applicant

and

THORNHILL GREEN CO-OPERATIVE HOMES INC.

Respondent

AFFIDAVIT OF DIANE MILES
Affirmed Jwne 30 ,2008

I, DIANE MILES, of the City of Toronto in the Province of Ontario, Manager of Co-op
Services for the Ontario Region of the Co-operative Housing Federation of Canada, AFFIRM

ASFOLLOWS:

Deponent Background

1. [ am the Manager of Cd-op Services for the Ontario Region of the Co-operative Housing

Federation of Canada (“CHF Canada™), and | have been extensively involved with non-
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profit housing co-operatives for about 30 years. As such I have knowledge of the matters
hereafter deposed to, except where I have obtained information from other sources in
which cases I state the sources of my information and I hereby declare that I verily

believe all such information to be true.

2. Tam au_thorized to affirm this affidavit on behalf of CHF Canada.

Context for this A ffidavit

3. I affirm this affidavit: (1) in support of the cross-motion being brought by the Respondent
to discharge Mintz & Partners Limited (“MPL” or the “Receiver™) from its capacity as
the Court-appointed receiver and manager of Thornhill Green Co-operatives Homes Inc.
(*Thornhill Green”, or the “Co-op™); and (2) in response to the Receiver’s motion to sell
the assets and liabilities of Thornhill Green to a wholly owned subsidiary of the Regional
Municipality of York (the “Region™). CHF Canada is authorized by the Board of
Directors of Thornhill Green to submit this affidavit as part of Thornhill Green’s cross-
motion to discharge the Court-appointed receiver and manager and Thornhill Green’s

response to the Receiver’s motion.

Supplemental Information For Adding CHF Canada as a Responding Party and Granting a

Representation Order

4. Given my position with CHF Canada I am familiar with CHF Canada’s general budget,
and I can advise that CHF Canada’s overall budget has been on the scale of several
million dollars for many years. I can also advise that CHF Canada consents to being

added as a respondent in this proceeding.

5. As I work out of CHF Canada’s Ontario office, my work is primarily with Ontario non-

profit housing co-operatives. There are over 550 non-profit housing co-operatives in
Ontario (which are located throughout almost all of Ontario). In addition, over 91% of

Ontario’s non-profit housing co-operatives are members of CHF Canada.

]
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The provisions include detailed formulae, and the sub-formula regarding the “mortgage
subsidy” in section 103(3) seems to indicate that this value could not be negative. This
was particularly important in Thornhill Green’s case since its initial mortgage was
relatively low compared to other co-ops as Thornhill Green purchased and renovated
existing construction instead of building completely new construction. If negative values
were allowed, the mortgage subsidy calculation for Thornhill Green resulted in a negative
amount large enough to offset Thornhill Green’s whole entitlement to rent-geared-to-

income and property tax subsidies, resulting in an amount payable to the Region.

However, the Region (and other service managers) took a different view that the
“mortgage subsidy” could be negative. In other words, Thornhill Green owed the Region
money instead, which was in effect a reverse subsidy (and intuitively wrong). Attached
as Exhibit “C” is.a copy of a letter dated February 7, 2003 from the Region to Thornhill
Green indicating that “the required subsidy for 2003/04 is $23,681, payable to [the
Region]”. Further, attached as Exhibit “D” is a copy of a letter dated February 2, 2004
from the Region to Thornhill Green indicating that “the required subsidy for 2004/2005 is
$103, payable to [the Region].”

Over several years, Thornhill Green disputed and contested this result, particularly since
it did not make sense as to why a social housing provider was reverse subsidizing the
Region instead of receiving a subsidy itself. Asa résult, Thornhill Green’s reported
accumulated deficit grew since it was not receiving a subsidy that it thought it should be

entitled to as a social housing provider.

- Regardless, a regulation was passed in August 2004 that changed the formula for the

“mortgage subsidy”. The regulation specified that the “mortgage subsidy” could be
negative. Attached as Exhibit “E” are copies of the relevant notice and this regulation,
and the regulation essentially legitimized the reverse subsidy that Thornhill Green had to
pay the Region (even though this situation still did not make sense since governments

normally subsidize housing provides, not the other way around).
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Over several years, substantial work was undertaken to improve the formula and
calculations used to calculate the subsidies for social housing for various reasons. This
work culminated in the implemeﬁtation of standard costs and revenue benchmarks for
housing projects in 2006 as well as revisions to the regulations affecting the subsidy
calculations in September 2007. For reference, attached as Exhibit “F” is a copy of the

relevant provisions of the Act as they are in force today.

As a result of these changes, the subsidy situation improved considerably for Thornhill
Green. In particular, Thornhill Green now actually receives a subsidy from the Regibn
instead of the other way around. This change will expedite and facilitate the elimination

of the accumulated deficit over time.

Connelly Consulting Services has also reviewed the “negative subsidy” situation of
Thornhill Green, and attached as Exhibit “G” is a copy of the report from Connelly
Consulting Services dated May 20, 2004. '

The Region’s Decision to Appoint a Receiver

17.

18.

19.

Over the course of several years leading up to the Region’s decision to appoint a
Receiver for Thornhill Green, ¥ had nﬁmerous contacts with various York Region staff
pertaining to various issues at Thornhill Green, in attempting to be of assistance. These
contacts included discussions on the Co-op’s reverse subsidy issue, and in relation to

capital repair issues.

On or about July 10, 2006, I was contacted by the Co-op to request that I attend a meeting
of the Board, called by the Region for July 19, 2006. At that meeting, Sylvia Patterson,
Housing Director for the Region, announced that the Co-op had been put into

Receivership.

The Board members seemed to be quite shocked by the sudden announcement. However,
Ms. Patterson described the Receivership in generally reassuring terms, suggesting that it

was a time for the Board to step back and take a break. She emphasized that the
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Receivership was not a reflection of their weaknesses, but jﬁst a reassurance to York
Regional Council for purposes of the $2.1 million loan that the Co-op had requested of
the Region. She suggested that the Receivership would likely last about two years.
Representatives of the Receiver also made presentations. There was no mention or
suggestion in any of these discussions that the Receivership would or could possiblsf

result in the Co-op being sold, terminated or abolished.

The next day, on July 20, 2006, representatives of the Region and the Receiver made a
presentation on the Receivership to a general members’ meeting of the Co-op. Again,

there was no suggestion that the Co-op would be sold or terminated by the Receiver.

The Region’s Decision to Obtain a Court-Appointed Receiver

21.

22.

In about May of 2007, at approximately the time that the Region applied to court to have
the Receivership changed into a court appointed Receiver, I was contacted by Kerry
Hobbs of the Region who requested information from CHF Canada about transition plans

for co-ops in receivership. I sent her some materials.

I did not receive any further contacts from the Region after that time expressing interest
in working on programmes or strategies for returning the Thornhill Green Board to full

management of the Co-op.

The Region’s 2008 Decision to “Takeover” Rather than Fund the Co-op.

23.

A number of Thornhill Green business matters arose from time to time, such as issues
pertaining to the Co-op’s membership in CHF Canada. However, on April 25, 2008 I
received a telephone call from the Co-op’s staff person relating to the membership issue,
and in the course of that discussion she wondered aloud whether the Region would be
able to takér over the Co;op. I concluded that she had some sense that such a “takeover”

was being planned.

160
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24, On April 28, 2008, I called Kerry Hobbs, of the Region, and discussed a nu;nber of
matters related to the Co-op. Iasked Ms. Hobbs about whether the Region was planning
to dissolve the Co-op and absorb it into it into the Region’s own housing. Ms. Hobbs
seemed reluctant to discuss the issues, but she advised me that no decision had been

made.

AFFIRMED before me at C ,,‘f’ D“( Téro..)ﬂ;
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Social Housing Reform Act, 2000, S.0. 2000, c. 27 Page 1 of 1

SUBSIDY PAYABLE TO HOUSING PROVIDERS - 162

Duty to pay subsidy

102. (1) The service manager in whose service area a housing project to which this
Part applies is located shall pay a subsidy to the housing provider that operates the project.
2000, c. 27, s. 102 (D).

Termination -
(2) The duty to pay a subsidy for a housing project is terminated on the date prescribed
by the Minister. 2000, ¢. 27, s. 102 (2).
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SUBSIDY PAYABLE TO HOUSING PROVIDERS

" Duty to pay subsidy
- 102. (1) The service manager in whose service area a housing project to which this

Part applies is located shall pay a subsidy to the housing provider that operates the project.
2000, c. 27, 5. 102 (1).

Termination
(2) The duty to pay a subsidy for a housing project is terminated on the date prescribed
by the Minister. 2000, c. 27, s. 102 (2).

General subsidy

103. (1) The amount of the subsidy payable under section 102 to a housing provider
for a fiscal year in respect of its housing projects in a service area of a service manager is
determined in accordance with this section. 2000, c. 27, s. 103 (1).

Amount of subsidy -
(2) The amount of the housing provider’s total subsidy for a fiscal year in respect of its
housing projects in a service area is determined using the formula,

(A+B+C)-(D+E)
in which,

“A” is the amount of the provider’s mortgage subsidy for the fiscal year in respect of
its housing projects in the service area;

“B” is the amount of the provider’s rent-geared-to-income subsidy for the fiscal year
in respect of its housing projects in the service area;

“C” is the amount of property taxes payable by the provider for the fiscal year in
respect of its housing projects in the service area;

“D” is the amount of the provider’s mandatory payment for the fiscal year in respect
of its housing projects in the service area; and

“E” is the amount equal to 50 per cent of the amount of the provider’s surplus for the
fiscal year in respect of its housing projects in-the service area, or such lesser
amount as the service manager may determine. 2000, c. 27, s. 103 (2).

Mortgage subsidy
(3) The amount of the housing provider’s mortgage subsidy for a fiscal year in respect
of its housing projects in the service area is the amount by which the total amount of
principal and interest payable by the provider for the fiscal year under mortgages guaranteed
~ by the Province of Ontario or the Ontario Housing Corporation in respect of those projects
exceeds the amount of the provider’s affordable mortgage payment in respect of those
projects. 2000, ¢. 27, s. 103 (3). '

Affordable mortgage payment ‘ :

(4) The amount of the housing provider’s affordable mortgage payment in respect of
its housing projects in the service area is the amount by which its benchmark revenue from
those projects, as determined by the Minister under section 104, exceeds the amount of its
benchmark operating costs in respect of those projects, as determined by the Minister under
that section, 2000, c. 27, s. 103 (4).
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Phase-in subsidy reduction | 165
(5) If the amount of a housing provider’s subsidy (other than the rent-geared-to-

income subsidy) determined under this section is less than the subsidy (other than the rent-

geared-to-income subsidy) paid to the provider under an operating agreement that is

terminated by this Act, the following rules apply:

1. The provider may request that the service manager negotiate with the provider a
schedule for phasing in the reduction in the subsidy over a series of years.

2. If the provider and the service manager are unable to agree on a schedule, the
provider may request that the Minister authorize the phase-in of the reduction in
the subsidy and set a schedule for phasing in the reduction over a series of years.

3. The Minister’s decision on whether to authorize a phase-in of the reduction in the
subsidy and any schedule set by the Minister for phasing in the reduction are
. binding on the provider and the service manager. 2000, c. 27, s. 103 (5).

Rent-geared-to-income subsidy

(6) The amount of the housing provider’s rent-geared-to-income subsidy for a fiscal
year in respect of its housing projects in the service area is the amount determined using the
formula,

F-G
in which,
. “F” is the amount that is the lesser of,

(a) the total amount of the provider’s indexed market rents for the fiscal year
from the rent-geared-to-income units in the provider’s housing projects in
the service area, and

(b) the total actual market rent for the fiscal year'for those units; and

“G” is the amount of rental payments payable to the provider for the fiscal year by the
households accommodated in those rent-geared-to-income units. 2000, c. 27,
s. 103 (6).

Indexed market rents -

(7) The total amount of a housing provider’s indexed market rents for a fiscal year
from rent-geared-to-income units in its housing projects in a service area is the amount
determined using the following rules:

1. For the first fiscal year for which the housing provider receives a subsidy under this
Act, the total amount of its indexed market rents is the total amount of the
provider’s benchmark market rents for those units as determined by the Minister
under section 104.

2. For each subsequent fiscal year, the total amount of the housing provider’s indexed
market rents is the amount determined by multiplying the market rent index
prescribed by the Minister that is applicable to those units for the fiscal year by
the total amount of the provider’s indexed market rents for the previous fiscal
year. 2000, c. 27, s. 103 (7).

Mandatory payment
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(8) The amount, if any, of the provider’s mandatory payment for a fiscal year in
respect of its housing projects in the service area is the amount, if any, determined using the
formula,

H-(H x J/K)
in which,
“H” is the amount, if any, by which the amount of the provider’s indexed market
- revenue for the fiscal year in respect of its projects in the service area exceeds the

amount of the provider’s benchmark revenue from those projects, as determined
by the Minister under section 104;

“J” is the amount of the provider’s benchmark operating costs in respect of those
projects in the service area as determined by the Minister under section 104; and

“K” is the amount of the provider’s benchmark revenue from those projects as
determined by the Minister under section 104. 2000, c. 27, s. 103 (8).

Indexed market revenue
(9) The amount of the provider’s indexed market revenue for a fiscal year in respect of
its housing projects in a service area is the amount determined in accordance with the

following rules:

1. For the first fiscal year for which the housing provider receives a subsidy under this
Act, the amount of its indexed market revenue is the amount of the provider’s
benchmark revenue as determined by the Minister under section 104.

2. For each subsequent fiscal year, the amount of the housing provider’s indexed
market revenue is the amount determined by multiplying the market rent index
prescribed by the Minister that is applicable to the housing projects for the fiscal
year by the amount of the provider’s indexed market revenue for the previous
fiscal year. 2000, ¢. 27, s. 103 (9).

Surplus
(10) The amount, if any, of the provider’s surplus for a fiscal year in respect of its
housing projects in the service area is the amount determined using the formula,

L-(M+N+P)
in which,

“L” is the amount of the provider’s net operating income for the fiscal year as set out
in the annual report required under subsection 113 (1) relating to that fiscal year;

“M?” is the amount of the provider’s affordable mortgage payment determined by the
Minister under section 104,

“N” is the amount of the provider’s mandatory payment for the fiscal year; and

“P” is the amount of an operating reserve, as determined in the manner prescribed by
the Minister. 2000, c. 27, s. 103 (10).

Net operating income - :
(11) The net operating income of a housing provider for a fiscal year with respect to its
housing projects in the service area is the amount by which its revenue for the fiscal year
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from those prolects as determined in the manner prescribed by the Minister, exceeds
its operating costs for the fiscal year with respect to those projects, as determined in the
manner prescribed by the Minister. 2000, c. 27, s. 103 (11).

Benchmark revenue, etc.
104. (1) The Minister shall determine the following amounts in the prescribed manner

for each housing provider entitled to a subsidy calculated under section 103 in respect of the
provider’s housing projects in a service area:

1. The amount of the provider’s benchmark revenue.
2. The amount of the provider’s benchmark operating costs.

3. The amount of the provider’s affordable mortgage payment described in subsection
103 (4).

4. The amount of the provider’s benchmark market rent applicable to each unit or
class of units prescribed by the Minister. 2000, c. 27, s. 104 (1).

Notice by Minister

(2) The Minister shall notify each housing provider of the amounts determined under
subsection (1) for that provider and shall notify each service manager of the amounts
determined in respect of housing providers and housing projects in the service manager’s
service area. 2000, c. 27, s. 104 (2)

Notice by corporation

(3) The Social Housing Services Corporation shall notify each housing provider of the
market rent indices applicable to its housing projects for a fiscal year and shall notify each
service manager of the market rent index or indices applicable to the provider’s housing
projects in the service manager’s service area. 2000, c. 27, s. 104 (3).

Interim or final amounts
(4) The amounts determined by the Minister under subsectlon (1) may be interim
amounts or final amounts. 2000, c. 27, s. 104 (4)

Final amounts determined once

(5) The Minister may determine a final amount under subsection (1) only once unless
the housing provider to whom the amount applies and the Minister agree that the amount
should be changed. 2000, c. 27, s. 104 (5).

Exception

(6) Despite subsection (5), the Minister may re-determine a final amount determined
under subsection (1), without the consent of the housing provider to whom the amount
applies if,

(a) at the time the final amount was initially determined, the housing provider was
administering a waiting list for rent-geared-to-income units or for special needs
housing or was determining the amount of geared-to-income rent payable by
- households; and

(b) the housing provider has since ceased to do so. 2000, c. 27, s. 104 (6)

Estimates by housing provider
105. (1) Before the beginning of each fiscal year, a housing provider entitled to a
subsidy calculated under section 103 shall determine the following amounts with respect to
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its housing projects in the service area of each service manager:

1. The estimated total amount of market rent the provider will receive in the fiscal
year from its rent-geared-to-income units in those housing projects.

2. The estimated rental payments the provider will receive in the fiscal year from
households residing in its rent-geared-to-income units in those housing projects.

3. The amount of the provider’s mandatory payment for the fiscal year in respect of
those housing projects.

4. The estimated amount of the property taxes payable for the fiscal year in respect of
those housing projects.

5. The estimated amount of principal and interest payable for the fiscal year under
mortgages guaranteed by the Province of Ontario or the Ontario Housing
Corporation in respect of those housing projects. 2000, c. 27, s. 105 (1).

Notice by housing provider

- (2) Every housing provider referred to in subsection (1) shall notify the service
manager for each service area in which the provider has housing projects of the amounts
determined under subsection (1) in respect of the projects in the service manager’s service
area not less than 90 days before the beginning of each fiscal year. 2000, c. 27, s. 105 (2).

Notice of change, mortgage

(3) A bousing provider referred to in subsection (1) shall notify the service manager
for the service area in which it has a housing project of every change in the amount of
principal or interest payable by the provider in respect of the project. 2000, c. 27, s. 105 (3).

Same ‘
(4) The housing provider shall give the notice required under subsection (3) before the
change takes effect. 2000, c. 27, s. 105 (4).

Subsidy re certain housing providers

106. (1) The amount of the subsidy payable under section 102 to a housing provider
for a fiscal year in respect of its housing projects in a service area of a service manager is
determined in accordance with this section if the housing provider is prescribed by the
Minister for the purposes of this section and if the Minister is satisfied that substantially all

of the units in the provider’s housing projects in the service area are rent-geared-to-income
units. 2000, c. 27, s. 106 (1).

Amount of subsidy
(2) The amount of the housing provider’s total subsidy for the fiscal year is determined
using the formula,

(A-B)+C+D-E
in which,

“A” is the amount of the provider’s indexed operating costs for the fiscal year in
respect of its housing projects in the service area;

“B” 1s the amount of revenue received by the provider for the fiscal year in respect of
housing projects in the service area, determined in the prescribed manner by the
provider;
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[ “C” is the amount of principal and interest payable by the provider for the fiscal year
under mortgages guaranteed by the Province of Ontario or the Ontario Housing
Corporation in respect of the provider’s housing projects in the service area;

1 “D” is the amount of property taxes payable by the provider for the fiscal year in
respect of its housing projects in the service area;

“E” is the amount equal to 50 per cent of the amount of the provider’s surplus, if any,
for the fiscal year in respect of its housing projects in the service area or such
lesser amount as the service manager may determine. 2000, c. 27, s. 106 (2).

Indexed operating costs ‘

~ (3) The amount of the provider’s indexed operating costs for a fiscal year in respect of
its housing projects in a service area is the amount determined in accordance with the
following rules:

- : 1. For the first fiscal year for which the housing provider is eligible to receive a
subsidy under this Act, the amount of its indexed operating costs is the amount of
its benchmark operating costs as determined by the Minister under section 107 in

respect of those housing projects.

2. For each subsequent fiscal year, the amount of the housing provider’s indexed
operating costs is the amount determined by multiplying the cost index prescribed
by the Minister that is applicable to the housing projects for the fiscal year by the
amount of the provider’s indexed operating costs for the previous fiscal year in
respect of those housing projects. 2000, c. 27, s. 106 (3).

Surplus
(4) The amount, if any, of the provider’s surplus for a fiscal year in respect of its
housing projects in the service area is the amount determined using the formula,

F—(G+H)
in which, '

“E” is the amount of the provider’s indexed operating costs for the fiscal year in
respect of those housing projects;

“G” is the amount of the provider’s operating costs for the fiscal year in respect of
’- . those housing projects, as determined by the Minister; and

“H” is the amount of an operating reserve, as determined in the manner prescribed by
the Minister. 2000, c. 27, 5. 106 (4).

‘ Benchmark operating costs _
' 107. (1) The Ministet shall prescribe the manner of determining and shall determine
for each housing provider entitled to a subsidy calculated under section 106 the amount of
! the provider’s benchmark operating costs in respect of its housing projects in each service
area. 2000, c. 27, s. 107 (1).

| Notice
(2) The Minister shall notify each housing provider and the service manager within
1 whose service area the units are located of the following matters:

! 1. The amount of the provider’s benchmark operating costs determined under
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subsection (1) for its housing projects located in the service manager’s service area,

2. The cost index prescribed for the yéar by the Minister for the purposes of section

106 that is applicable to the provider and to the service area. 2000, c. 27,
s. 107 (2).

Amounts determined once
(3) The Minister shall determine an amount under subsection (1) only once, unless the

housing provider to whom the amount applies and the Minister agree that the amount should
be changed. 2000, c. 27, s. 107 (3).

Exception

(4) Despite subsection (3), the Minister may re-determine an amount determined under
subsection (1), without the consent of the housing provider to whom the amount applies if,

(a) at the time the amount was initially determined, the housing provider was
administering a waiting list for rent-geared-to-income units or for special needs
housing or was determining the amount of geared-to-income rent payable by
households; and

(b) the housing provider has since ceased to do so. 2000, c. 27, s. 107 (4)

Estimates by housing provider

108. (1) Before the beginning of each fiscal year, a housing provider entitled to a
subsidy calculated under section 106 shall determine the following amounts with respect to
its housing projects in the service area of each service manager:

1. The estimated total amount of revenue the provider will receive in the fiscal year
from those housing projects. '

2. The estimated amount of the property taxes payable for the fiscal year in respect of
those housing projects.

3. The estimated amount of principal and interest payable for the fiscal year under
mortgages guaranteed by the Province of Ontario or the Ontario Housing
Corporation in respect of those housing projects. 2000, c. 27, s. 108 (1).

Application of s. 105

(2) Subsections 105 (2) to (4) apply with necessary modifications to a housmg
provider referred to in subsection (1). 2000, c. 27, s. 108 (2).

Debt repayment '

109. (1) If a housing provider and the Minister entered into a repayment schedule.
under an agreement that is terminated under this Act, the Minister may establish a new
schedule for the repayment of the amount and may direct that the repayment be made to
another person. 2000, c. 27, s. 109 (1).

Schedule binding
(2) A new schedule established under subsection (1) and any direction glven by the
Minister under that subsection are binding on the housing provider. 2000, c. 27, s. 109 (2).

Surplus to be applied

(3) A housing provider who is bound by a new repayment schedule established under
subsection (1) shall apply the amount of its surplus, if any, as determined under subsection
103 (10) or 106 (4), to the payment of the amounts it owes under the new schedule, until the
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Minister is satisfied that all amounts owing under that schedule have been paid. 2000,
¢. 27,s. 109 (3).

Guidelines and requirements

110. (1) The Minister may provide guidelines to service managers and prescribe -
requirements governing the manner of calculating and paying amounts on account of the
subsidies payable under this Part. 2000, c. 27, s. 110 (2).

Alteration of formula

(2) The Minister may, under subsection (1), prescribe requirements that alter the
formula for calculating the subsidy payable to a housing provider as set out in sections 103 to
108 if, in the opinion of the Minister, the economic conditions in respect of the rental
housing sector prevailing in Ontario or a part of Ontario are such that the application of the
formula does not produce a result that is consistent with the ob]ectzves of this Act. 2000,
c.27,s. 110 (2).

Application for additional subsidy

111. (1) A housing provider who is otherwise entitled to a subsidy under section 102
may apply to a service manager for an additional subsidy in respect of its housing projects in
the service area of the service manager. 2000, c. 27, s. 111 (1).

Additional subsidy

(2) A service manager may pay an additional subsidy to the housing provider if the
service manager is satisfied that the additional subsidy is appropriate by reason of the
provider’s financial situation. 2000, c. 27, s. 111 (2).

Terms and conditions _

(3) The Minister may prescribe terms and conditions that a service manager may
impose for the payment of additional subsidies and a service manager may impose any one
or more of the prescribed terms and conditions that it considers appropriate for the payment
of any additional subsidy. 2000, c. 27, s. 111 (3).

Restriction

(4) A service manager shall not impose under subsection (3) a term or condition that -
may have the effect of requiring the housing provider to amend its targeting plan or mandate
unless, in the opinion of the service manager, the implementation by the housing provider of
the targeting plan or mandate, as the case may be, contributed to the provider’s f111an01a1
situation. 2000, c. 27, s. 111 (4)

Decision final _
(5) The service manager’s decision is final and binding on both the service manager
and the housing provider with respect to,

(a) whether to pay an additional subsidy to the housing pr0v1der
(b) the amount of any additional subsidy the service manager pays; and

(c) any prescribed terms and conditions the service manager imposes on the payment.
2000, c. 27, s. 111 (5). '
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Communcty Services and Houng Departmeni

February 7, 2003

Ms. Jennifer Adamthwaite, President

Thormnhill Green Co-Operative Homes Inc.
. 61 Inverlochy Blvd., Unit #5

Thornhill, ON

3T 3R4

Dear Ms, Adamthwailte:

Re:  Subsidies Caleniation ~Thornhill Green Co-Op

[ . '~ Budget Yeur February 1, 2003 to January 31, 2004

We have approved your interim 2003/2004 operating subsidy calculation, based on the interim
benchmark expcnscs, revenues and submitted estimates. Recasting these costs inta the new
funding model Thornhill Green's affordable mortgage is $979,433, the mortgage subsidy is
. ($418,260) and the required subsidy for 2003/2004 is $23,681, payablc to the Region of York.
We will reconcile the subsidy payment when we finalize your financial statements for your
financial year end of January 31, 2004. Therefore we are not asking for the $23,681 to be paid to,
the Region of York at this tunc

You are encouraged to control your spcnding within the adjusted operating costs of $470,363
(line 560). The amount of the transfer to the Capital Reserve fund for 2003/2004 is $51.117.

l' Please note the changes to the Sector Support calculations, the factor for the mortgage
' calculation on the sector support expenses is 0.0098795. The total capital costs for the shelter
and sector support is $8,413,360.

]A We have noticed the market rent charges did not increase by the rent factor as advised in the
' Program Instruction 2002-16. With the uncertainty of benchmarks we encourage you to
( maximize your rental revenue, - - "

L _ . This s F‘\h;grt.............C,".... ............. f“* aied o in G

, affidavit of...... D ................................................

sworn beforeyne, e~ (:5 0 U% g - 12

l ' Tee Regional Municipality of York, 17250 Yonge Street, Newmarbet, Ontarie {3V GZ 1
- Tel: (905) 830-d444, 1-877 GU4-YORK (1-877.464-9673) '

Anternet unvan regron. york om.ox
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If you have any questions, please contact Kevm Jennett, at 905-830-4444, ext. 2139 or toll free
number 1-877-464-9675, ext. 2139,

Sincerely,

a7

Christine Terry

"Manager, Housing Subsidies

Attachment
cc:  T. McFrlean, Program Co-ordinator
A. Amold, Finuncia] Analyst

CT/kj
GA\Administration\ADN Administradon\Financial Worksheets\Carrespondencet 2002.03 Dudgs:t subsidy\Thurohilt Green.doc )
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Fébruam 2003 to January 31 2004

Market ‘F{eVenue ) o : S R
e Less Estlmated Vacancy Loss (Included |n Adjusted Hevenue)_-‘-ﬁ'-_'_‘ i
: Net Market Revanue Pl i : .

: Non Henla! F{evenue (Inc}uded mAd;usted Operating Costs)

Total Hevenues ‘: .

Operatmg Costs
, CapltaIR ,serve
Total Operatmg Costs

NetIOperatlng lncome |

SE Aﬂordable Mortgage Payment.-:"_ R

. Moftgage Subsidy

|Fieqtired Subsidy Payment

S
- .



{'  calculation on the sector SUPPOTE EXPENSES is 0.0098795. The total capital coats] g@g‘sh&
W i .

| . Tlx Regianal Municipaliiy uf Yorl, 17250 Yonpe Straet, Newnprkes, Ontavis LAY O

4 . Irtcrntss wavanrsgivn, york.ow.co
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C emmanity Seeviva and Honsing Depariment:

Thoxnhill Green Co-Operative Homes Ine. , F}’ __7 2

61 Toverlochy Blvd., Uit #5 | ’Wﬁ |

- Febmary 2, 2004

Ms. Jennifer Adamthwaite

Thornhill, ON ‘
L3T 23R4

[ _ ,
l -775
(I Dear Ms. Adamthwaitc: o MZW
Re:  Subsidies Calculation ~Thornhill Green Co-Op ‘ : L
Budget Year February 1, 260d to Januaxy 31, 2008 : _

| o e O P
We have approved your interim 200472005 operating subsidy caleulation, based on the interim
bpenchmerk expenses, revenucs and submitted estimates. Recasting these caosts into the new
L funding node) Thornhill Green's affordable mortgage is $1.008,8B1, the wortgage subsidy is

: {$447,708) and the requircd subsidy for 2004/2005 iz $103, payable to the Regional Municipality ( .
} of York. We will reconcile the subsidy payment when we finalize your financial siatements for
your financial yeat end of Jomary 31, 2005, Therefore we arc not asking for the $103 w be paid

o to the Region at this rine.

We are still wailing for the wsponss from the Mimstry of Municipal Affairs and Housing
regarding the Mortgage Suabsidy calculation. T

- The amount of the transfer to the Capital Reserve fund for 2004/2005 budget has been chapged
10 $52,661, which is the 2003/2004 Region epproved allocation plus the 3.02% factor from
Program Instruction 2003-03.

We have reduced the proposed total opérating costs by $61,084 (line 171), the deficit amount
planned for the 2004/2005 budget. Deficits are nol funded by the Region and should not be
included in your proposed subkidy claim. :

1 Your 2004/20D5 budget submissian indicates the baard has decided to not incrcase the markst

. - rents by the Rent Inflation Factor as advised in the Program Instruction’s 2003-05. The previous
budget also indicates the same decision. Increasing market rents with the rent conrrol guidelines

- will dssist your corporation in covering the increased operating costs of the corporation. “With

1 the uncertainty of penchmarks we encourage you to maximize your market recntal revenne,

Please note the changes to the Scctor Support caleulations, tho fastor for the wn;r;ﬂigc.—r{ﬁ

T
T [
cehz !

=il
v

and scclor Support is $8.413 360,

Tel: 905-830-4444, 1-077-G04-YORK

This I8 ExhiDit.essee D...............referred io In the

affidavit Of...... /> 22;-.,&......{14.:.'.4?.’.5 ................
sworn befofe me, this ?}O(L .................
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? We would like to remind you, the target plan for your cosporation is 41 RG] vnits and 60 market
upits. Your 2004/20085, budget submission was for 39 RGI units and 62 market units. Please
make every sffort to return to the target plan of 41 RQ! units in 2004 fiscal year.

If you bave any questions, please contact Kevin Jennett, at 905-830-4444, cxt. 2139 or toll free
nurnber 1 -877-464-9675, ext. 2139,

Sincerely. -

| £

Christine Terry
L . Manager, Housing Subsidies
o | CTiR .
z Auachment
Copy 10: Christino Zarebski, Program Co-ordinalor

[ GAAdmInITativn\ADD Administiation\Rinaacial WodcahcamConmpandacc\ 2004-05 Budyet sutsidy'200& Rudgcl Subedy - Taosnhiv
) Criean doc :
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) TRANSITION YEAR BUDGET RECLASSIFICATION
[ _ ‘ Camporation. ‘| normhill Gresn tlousing Co-Operative Inc-
Budge! Year Z004/2004
From: Cebruaty 1, 2004 10 Janyary 31, 2005

r._'_--\_——'7=.
.

e,

————d
i

PN

e g e

market Revenue
Loss: Estimated Vacanc

Net Market Revenue

y Loss (Inciuded in Adjusted Revenus)

Non Rental Revenue (ncluded in Adjusted Operating Coste)

Total Revenues
Operating Costs
Capilal Fleserve

Total Operating Cousts
Net Oporating Income

Affordable M_oﬁgags payment

Property Taxes
Al Subsidy

Mortgage Subsidy

Required Subsidy Payment

To:4165983520

P.12715
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day of ST 20053

Sarasarrnagiaay ITIYTI T

A Mlnlster s Regulatlon amendmg 0 Reg 339/01 was filed on August 19,

2004,

‘This reguiation addresses an |ssue |dentn“ed by a number of service managers. regardmg the calcuiation
. of martgage subsidy resultlng in some housing providers receiving subsidy in excess of their funding

requ1rements The subsidy calculations are set out in Part VI of the SHRA under the heading, “Sub5|dy

Payable to Housmg Providers”,

This Min]sters Regulation [Ontarlo regulation 244/04] allows a mortgage subsidy amount to be a number
less than zero when calculating total subsidies (adding it to Rent-Geared-to-Income and tax subsidies)

for housing prowders

This amendment has been lncorporated in the consolidated regulations available at the Ontario e-Laws

website (http: [[www e-laws.gov.on.ca/ ).

Toni Farley,
Director .
Social: Housmg Branch

Top-

September 27, 2004
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would be determined under section 103 of the Act and section 32.1 of this
Regulation for the fiscal year”, :

Made by:
Pris par :

Le ministre des Affaires municipales et du Logement,
JOHN PHILI? GERRETSEN
Minister of Municipal Affairs and Housing

Date made: Angust 19, 2004.
Pris te : 19 aofit 2004,
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Social Housing Reform Act, 2000, S.0. 2000, c. 27 Page 1 of 9

SUBSIDY PAYABLE TO HOUSING PROVIDERS

Duty to pay subsidy
102. (1) The service manager in whose service area a housing project to which this

Part applies is located shall pay a subsidy to the housing provider that operates the project.
2000, c. 27, 5. 102 (1).

Termination

(2) The duty to pay a subsidy for a housing project is terminated on the date prescribed
by the Minister. 2000, c. 27, s. 102 (2).

General subsidy

103. (1) The amount of the subsidy payable under section 102 to a housing provider
for a fiscal year in respect of its housing projects in a service area of a service manager is
determined in accordance with this section. 2000, c. 27, s. 103 (1).

Amount of subsidy

(2) The amount of the housing provider’s total subsidy for a fiscal year in respect of its
housing projects in a service area is determined using the formula,

(A+B+C)-(D+E)
in which,

“A” is the amount of the provider’s mortgage subsidy for the fiscal year in respect of
its housing projects in the service area;

“B” is the amount of the provider’s rent-geared-to-income subsidy for the fiscal year
in respect of its housing projects in the service area;

“C” is the amount of property taxes payable by the provider for the fiscal year in
respect of its housing projects.in the service area;

“D” is the amount of the provider’s mandatory payment for the fiscal year in respect
of its housing projects in the service area; and

“E” is the amount equal to 50 per cent of the amount of the provider’s surplus for the
fiscal year in respect of its housing projects in the service area, or such lesser
amount as the service manager may determine. 2000, c. 27, s. 103 (2).

Mortgage subsidy _

(3) The amount of the housing provider’s mortgage subsidy for a fiscal year in respect
of its housing projects in the service area is the amount determined using the following
formula:

R-S

" in which,

“R” is the total amount of principal and interest payable by the provider for the fiscal
year under mortgages guaranteed by the Province of Ontario or the Ontario
Mortgage and Housing Corporation in respect of those projects, and

“S” is the amount of the provider’s affordable mortgage payment in respect of those
projects.

2006, c. 19, Sched. O, s. 5 (5); 2006, c. 32, Sched. E, s. 5 (2).
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Affordable mortgage payment
(4) The amount of the housing provider’s affordable mortgage payment in respect of
its housing projects in the service area is the amount determined using the following formula:

T-U
in which,

“I” is the housing provider’s benchmark revenue from those projects, as determined
by the Minister under section 104, and

“U” is the amount of the hbusing provider’s benchmark operating costs in respect of
those projects, as determined by the Minister under that section.

2006, c. 19, Sched. 0, 5. 5 (5).

Phase-in subsidy reduction

(5) If the amount of a housing provider’s subsidy (other than the rent-geared-to-
income subsidy) determined under this section is less than the subsidy (other than the rent-
geared-to-income subsidy) paid to the provider under an operating agreement that is
terminated by this Act, the following rules apply:

1. The provider may request that the service manager negotiate with the provider a
schedule for phasing in the reduction in the subsidy over a series of years.

2. If the provider and the service manager are unable to agree on a schedule, the
provider may request that the Minister authorize the phase-in of the reduction in
the subsidy and set a schedule for phasing in the reduction over a series of years.

3. The Minister’s decision on whether to authorize a phase-in of the reduction in the
subsidy and any schedule set by the Minister for phasing in the reduction are
binding on the provider and the service manager. 2000, c. 27, s. 103 (5).

Rent-geared-to-income subsidy , -

(6) The amount of the housing provider’s rent-geared-to-income subsidy for a fiscal
year in respect of its housing projects in the service area is the amount determined using the -
formula,

F-G
in which,
“F” is the amount that is the lesser of,

(a) the total amount of the provider’s indexed market rents for the fiscal year
from the rent-geared-to-income units in the provider’s housing projects in
the service area, and

(b) the total actual market rent for the fiscal year for those units; and

“G” is the amount of rental payments payable to the provider for the fiscal year by the
' households accommodated in those rent-geared-to-income units. 2000, c. 27,
s. 103 (6).

Indexed market rents
(7) The total amount of a housing provider’s indexed market rents for a fiscal year
from rent-geared-to-income units in its housing projects in a service area is the amount
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determined using the following rules:

1. For the first fiscal year for which the housing provider receives a subsidy under this
Act, the total amount of its indexed market rents is the total amount of the
provider’s benchmark market rents for those units as determined by the Minister
under section 104.

2. For each subsequent fiscal year, the total amount of the housing provider’s indexed
market rents is the amount determined by multiplying the market rent index
prescribed by the Minister that is applicable to those units for the fiscal year by
the total amount of the provider’s indexed market rents for the previous fiscal
year. 2000, c. 27, s. 103 (7).

Mandatory payment
(8) The amount, if any, of the pr0v1der S mandatory payment for a fiscal year in
respect of its housing projects in the service area is the amount, if any, determined using the
formula,

H-(H x J/K)
in which,

“H” is the amount, if any, by which the amount of the provider’s indexed market
revenue for the fiscal year in respect of its projects in the service area exceeds the
amount of the provider’s benchmark revenue from those projects, as determined
by the Minister under section 104;

“J” is the amount of the provider’s benchmark operating costs in respect of those
projects in the service area as determined by the Minister under section 104; and

“K” is the amount of the provider’s benchmark revenue from those projects as
determined by the Minister under section 104. 2000, ¢. 27, s. 103 (8).

Indexed market revenue

(9) The amount of the provider’s indexed market revenue for a fiscal year in respect of
its housing projects in a service area is the amount determined in accordance with the
foliowing rules:

1. For the first fiscal year for which the housing provider receives a subsidy under this
Act, the amount of its indexed market revenue is the amount of the provider’s
benchmark revenue as determined by the Minister under section 104.

2. For each subsequent fiscal year, the amount of the housing provider’s indexed
market revenue is the amount determined by multiplying the market rent index
prescribed by the Minister that is applicable to the housing projects for the fiscal
year by the amount of the provider’s indexed market revenue for the previous
fiscal year. 2000, c. 27, s. 103 (9).

Surplus
(10) The amount, if any, of the provider’s surplus for a fiscal year in respect of its
housing projects in the service area is the amount determined using the formula,

L-(M+N+P)

in which,
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“L” is the amount of the provider’s net operating income for the fiscal year as set out
in the annual report required under subsection 113 (1) relating to that fiscal year;

“M” is the amount of the provider’s affordable mortgage payment determined by the
Minister under section 104;

“N” is the amount of the provider’s mandatory payment for the fiscal year; and

“P” is the amount of an operating reserve, as determined in the manner prescribed by
the Minister. 2000, c. 27, s. 103 (10).

Net operating income

(11) The net operating income of a housing provider for a fiscal year with respect to its
housing projects in the service area is the amount by which its revenue for the fiscal year
from those projects, as determined in the manner prescribed by the Minister, exceeds its
operating costs for the fiscal year with respect to those projects, as determined in the manner °
prescribed by the Minister. 2000, c. 27, s. 103 (11).

Benchmark revenue, etc.

104._(1) The Minister shall determine the following amounts in the prescribed manner
for each housing provider entitled to a subsidy calculated under section 103 in respect of the
provider’s housing projects in a service area:

1. The amount of the provider’s benchmark revenue.
2. The amount of the provider’s benchmark operating costs,

3. The amount of the provider’s affordable mortgage payment described in subsection
163 (4).

4. The amount of the provider’s benchmark market rent applicable to each unit or
class of units prescribed by the Minister. 2000, c. 27, s. 104 (1).

Notice by Minister

(2) The Minister shall notify each housing provider of the amounts determined under
subsection (1) for that provider and shall notify each service manager of the amounts
determined in respect of housing providers and housing projects in the service manager’s
service area. 2000, c. 27, s. 104 (2).

Notice by corporation

(3) The Social Housing Services Corporation shall notify each housing provider of the
market rent indices applicable to its housing projects for a fiscal year and shall notify each
service manager of the market rent index or indices applicable to the provider’s housing
projects in the service manager’s service area. 2000, c. 27, s. 104 (3).

Interim or final amounts
(4) The amounts determined by the Minister under subsection (1) may be interim
amounts or final amounts. 2000, c. 27, s. 104 (4)

Final amounts determined once _

(5) The Minister may determine a final amount under subsection (1) only once unless
the housing provider to whom the amount applies and the Minister agree that the amount
should be changed. 2000, c. 27, s. 104 (5).

Exception
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(6) Despite subsection (5), the Minister may re-determine a final amount determined

under subsection (1), without the consent of the housing provider to whom the amount
applies if,

(a) at the time the final amount was initially determined, the housing provider was
administering a waiting list for rent-geared-to-income units or for special needs
housing or was determining the amount of geared-to-income rent payable by
households; and

(b) the housinig provider has since ceased to do so. 2000, c. 27, s. 104 (6).

Estimates by housing provider

105. (1) Before the beginning of each fiscal year, a housing provider entitled to a
subsidy calculated under section 103 shall determine the following amounts with respect to
its housing projects in the service area of each service manager:

1. The estimated total amount of market rent the provider will receive in the fiscal
- year from its rent-geared-to-income units in those housing projects.

2. The estimated rental payments the provider will receive in the fiscal year from
households residing in its rent-geared-to-income units in those housing projects.

3. The amount of the provider’s mandatory payment for the fiscal year in respect of
those housing projects.

4. The estimated amount of the property taxes payable for the fiscal year in respect of
those housing projects.

5. The estimated amount of principal and interest payable for the fiscal year under
mortgages guaranteed by the Province of Ontario or the Ontario Mortgage and
Housing Corporation in respect of those housing projects. 2000, c. 27, s. 105 (1);
2006, c. 32, Sched. E, s. 5 (2).

Notice by housing provider

{2) Every housing provider referred to in subsection (1) shall notify the service
manager for each service area in which the provider has housing projects of the amounts
determined under subsection (1) in respect of the projects in the service manager’s service
area not less than 90 days before the beginning of each fiscal year. 2000, c. 27, s. 105 (2).

Notice of change, mortgage

(3) A housing provider referred to in subsection (1) shall notify the service manager
for the service area in which it has a housing project of every change in the amount of
principal or interest payable by the provider in respect of the project. 2000, c. 27, s. 105 (3).

Same
(4) The housing provider shall give the notice required under subsection (3) before the
change takes effect. 2000, c. 27, s. 105 (4).

Subsidy re certain housing providers

106. (1) The amount of the subsidy payable under section 102 to a housing provider
for a fiscal year in respect of its housing projects in a service area of a service manager is
determined in accordance with this section if the housing provider is prescribed by the -
Minister for the purposes of this section and if the Minister is satisfied that substantially all
of the units in the provider’s housing projects in the service area are rent-geared-to-income
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units. 2000, ¢. 27, s. 106 (1).
Amount of subsidy |
(2) The amount of the housing provider’s total subsidy for the fiscal year is determined
using the formula, :

(A-B)+C+D-E
in which, '

“A” is the amount of the provider’s indexed operating costs for the fiscal year in
respect of its housing projects in the service area;

“B” is the amount of revenue received by the provider for the fiscal year in respect of
housing projects in the service area, determined in the prescribed manner by the
provider;

“C” is the amount of principal and interest payable by the provider for the fiscal year
under mortgages guaranteed by the Province of Ontario or the Ontario Mortgage
and Housing Corporation in respect of the provider’s housing projects in the
service area;

“D” is the amount of property taxes payable by the provider for the fiscal year in
respect of its housing projects in the service area;

“E” is the amount equal to 50 per cent of the amount of the provider’s surplus, if any,
for the fiscal year in respect of its housing projects in the service area or such
lesser amount as the service manager may determine. 2000, c. 27, s. 106 (2); 2006,
c.32, Sched. E, 5. 5 (2).

Indexed operating costs

(3) The amount of the provider’s indexed operating costs for a fiscal year in respect of
1ts housing projects in a service area is the amount determined in accordance with the
following rules:

1. For the first fiscal year for which the housing provider is eligible to receive a
subsidy under this Act, the amount of its indexed operating costs is the amount of
its benchmark operating costs as determined by the Minister under section 107 in
respect of those housing projects.

2. For each subsequent fiscal year, the amount of the housing provider’s indexed
operating costs is the amount determined by multiplying the cost index prescribed
by the Minister that is applicable to the housing projects for the fiscal year by the
amount of the provider’s indexed operating costs for the previous fiscal year in
respect of those housing projects. 2000, c. 27, s. 106 (3).

Surplus
(4) The amount, if any, of the provider’s surplus for a fiscal year in respect of its
housing projects in the service area is the amount determined using the formula,

F-(G+H)
in which, '

“F” is the amount of the provider’s indexed operating costs for the fiscal year in
respect of those housing projects;
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“G” is the amount of the provider’s operating costs for the fiscal year in respect of
those housing projects, as determined by the Minister; and

“H” is the amount of an operating reserve, as determined in the manner prescribed by
the Minister. 2000, c. 27, s. 106 (4).

Benchmark operating costs
107. (1) The Minister shall prescribe the manner of determining and shall détermine
for each housing provider entitled to a subsidy calculated under section 106 the amount of

the provider’s benchmark operating costs in respect of its housing projects in each service
area. 2000, c. 27, s. 107 (1). '

Notice

(2) The Minister shail notify each housing provider and the service manager within
whose service area the units are located of the following matters:

1. The amount of the provider’s benchmark operating costs determined under
subsection (1) for its housing projects located in the service manager’s service
area.

2. The cost index prescribed for the year by the Minister for the purposes of section
106 that is applicable to the provider and to the service area. 2000, c. 27,
s. 107 (2).

Amounts determined once

(3) The Minister shall determine an amount under subsection (1) only once, unless the
housing provider to whom the amount applies and the Minister agree that the amount should
be changed. 2000, c. 27, s. 107 (3).

Exception
(4) Despite subsection (3), the Minister may re-determine an amount determined under
subsection (1), without the consent of the housing provider to whom the amount applies if,

(a) at the time the amount was initially determined, the housing provider was
administering a waiting list for rent-geared-to-income units or for special needs
housing or was determining the amount of geared-to-income rent payable by
households; and

(b) the housing provider has since ceased to do so. 2000, c. 27, s. 107 (4).

Estimates by housing provider

108. (1) Before the beginning of each fiscal year, a housing provider entitled to a
subsidy calculated under section 106 shall determine the following amounts with respect to
its housing projects in the service area of each service manager:

1. The estimated total amount of revenue the provider will receive in the fiscal year
from those housing projects.

2. The estimated amount of the property taxes payable for the fiscal year in respect of
those housing projects. :

3. The estimated amount of principal and interest payable for the fiscal year under
mortgages guaranteed by the Province of Ontario or the Ontario Mortgage and
Housing Corporation in respect of those housing projects. 2000, c. 27, s. 108 (1);
2006, c. 32, Sched. E, 5. 5 (2).
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Application of s. 105

(2) Subsections 105 (2) to (4) apply with necessary modifications to a housing
provider referred to in subsection (1). 2000, c. 27, 5. 108 (2).

Debt repayment

109. (1) If a housing provider and the Minister entered into a repayment schedule
under an agreement that is terminated under this Act, the Minister may establish a new
schedule for the repayment of the amount and may direct that the repayment be made to
another person. 2000, c. 27, s. 109 (1).

Schedule binding
(2) A new schedule established under subsection (1) and any direction given by the
Minister under that subsection are binding on the housing provider. 2000, c. 27, s. 109 (2).

Surplus to be applied

(3) A housing provider who is bound by a new repayment schedule established under
subsection (1) shall apply the amount of its surplus, if any,-as determined under subsection
103 (10) or 106 (4), to the payment of the amounts it owes under the new schedule, until the

Minister is satisfied that all amounts owing under that schedule have been paid. 2000, c. 27,
s. 109 (3).

Guidelines and requirements

110. (1) The Minister may provide guidelines to service managers and prescribe
requirements governing the manner of calculating and paying amounts on account of the
subsidies payable under this Part. 2000, c. 27, s. 110 (1).

Alteration of formula

(2) The Minister may, under subsection (1), prescribe requirements that alter the
formula for calculating the subsidy payable to a housing provider as set out in sections 103 to
108 if, in the opinion of the Minister, the economic conditions in respect of the rental
housing sector prevailing in Ontario or a part of Ontario are such that the application of the
formula does not produce a result that is consistent with the objectives of this Act. 2000,
¢. 27,s. 110 (2).

Application for additional subsidy

111. (1) A housing provider who is otherwise entitled to a subsidy under section 102
may apply to a service manager for an additional subsidy in respect of its housing projects in
the service area of the service manager. 2000, ¢. 27, s. 111 (1).

. Additional subsndy

(2) A service manager may pay an additional subsidy to the housing provider if the

* service manager is satisfied that the additional subsidy is appropriate by reason of the

provider’s financial situation. 2000, c. 27, s. 111 (2).

Terms and conditions

(3) The Minister may prescribe terms and conditions that a service manager may
impose for the payment of additional subsidies and a service manager may impose any one
or more of the prescribed terms and conditions that it considers. appropriate for the payment
of any additional subsidy. 2000, c. 27, s. 111 (3).

Restriction -
(4) A service manager shall not impose under subsection (3)-a term or condition that
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may have the effect of requiring the housing provider to amend its targeting plan or

mandate unless, in the opinion of the service manager, the implementation by the housing

provider of the targeting plan or mandate, as the case may be, contributed to the provider’s
financial situation. 2000, ¢. 27, s. 111 (4).

Decision final
(3) The service manager’s decision is final and binding on both the service manager
and the housing provider with respect to,

(a) whether to pay an additional subsidy to the housing provider; ‘
(b) the amount of any additional subsidy the service manager pays; and

(c) any prescribed terms and conditions the service manager imposes on the payment.
2000, c. 27, s. 111 (5).
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day of.....,

..........

To:  Diane Miles
From: Paul Connelly -
Re:  Thoinhill Green Co-op

' CGi .vzzSS‘ONE Fat TAKING AFFIDAVITS

The Iséue

You have asked me to review the situation of Thornhill Green Co-op because a review of

~ its benchmarked housing charges and operating costs appears to place the Co-op in a

situation of so-called “negative subsidy”, in which it will be required to pay the service
manager, rather than the service manager being required to subsidize the Co-op.

As I understand it, the Co-op and the service manager, the Region of York, have
conflicting interpretations of the Social Housing Reform Act. The differences of
interpretation could represent a difference in payments between the two parties of -
millions of dollars between now and the retirement of the Co-op’s mortgage. I further®
understand that you would like me to suggest a way that the Co-op and the service

 manager can resolve their differences qulckly and mexpenswely, without resortmg to

litigation.

[ have read the material you gave me, namely
¢ A 2004/2005 budget the Co-op prepared and sent to the Region of York;
» The Region’s revised budget for the Co-op for the same period;
e The Co-op’s financial statements for the year ending January 31, 2003; and
¢ A Reconciliation letter from the Ministry of Municipal Affairs and Housing to the
Co-op acknowledging full repayment of bridge subsidy.

Recommendation

I recommend that CHFC-Ontario Region encourage Thornhill Green Co-op, the Region
of York and the Ministry all to agree on the following course of action:

a) . the Ministry should terminate the Co-op’s and the Region’s obligations to
' cach other under Part VI of the SHRA; _ '
b) the Region and the Ministry should sign an agreement under which the Region

assumes the Province’s obligation to hold CMHC harmless in the event the
Co-op defaults.on its mortgage; and
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c) the Co-op and the Region should sign a rent supplement agreement éovering

39 of the Co-op’s 101 units. The term of this agreement should be no less than

the remaining amortization period of the Co-op’s mortgage.

Background: The Intent of the Social Housing Reform Act

As a background to my recommendation, I would like to state my understanding of the
intent of the Act. Briefly, the SHRA was the instrument the province used to transfer to
the service managers its obligations to.fund and administer most of the social housing in
Ontario. The Act terminated operating agreements from a number of different housing
programs and consolidated the funding and administration of most social housing
projects under one model, a model which addresses both mortgage assistance to the
prov1der and RGI subsidy for households.

a) Mortgage Assistance

The SHRA was based on the recognition that most social housing in the province is not
viable without government mortgage assistance. The funding model set out in the Act.
assumed a benchmarking exercise would set out a provider’s expected income and
operating costs. The benchmarking of revenues and operating expenses would lead to a
calculation of net operating income (NOI), which would be equal to the provider’s
“affordable mortgage payment”.

It is crucial to keep in mind that the Act assumes the provider is not financially viable
during the base year governed by the benchmarks. The Act further assumes (in the
“regular model” — the “flat and declining model” is not relevant here) that the provider’s
financial position will gradually improve as revenues rise faster than costs. Through the
mechanism of the Mandatory Payment, the Act forces the provider to share with the
service manager a portion of the surplus revenues generated as its financial situation
improves. This revenue sharing was seen as reasonable because it seems falr that a
provider should not keep any greater subsidy than it needs.

The funding formula, as set out in the Act, contemplates that at some point in the future a
provider’s revenues may allow for a “negative mortgage™. When the Act was being
drafted, the stakeholders agreed this was reasonable, since this would allow for
something analogous to the “bridge subsidy repayment” provisions in operating
agreements between the Province and housing co-operatives funded under the FP and
unilateral Provincial programs. It was not anticipated that many providers would actually
reach the point where their accumulated “negative mortgage” payments would exceed
their accumulated mortgage assistance. It was certainly not anticipated that any provider
would be in a negative mortgage position on the day the Act was implemented.
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b)  RGI Subsidy

There are two important points to keep in mind here. First of all, the SHRA expresses the
Ministry’s intention that RGI subsidy assistance is to be provided even after providers’
mortgages have been paid off. Secondly, the design of the SHRA posits an evolving
approach to the provision of RGI subsidy, with the change expected to happen when the
provider’s mortgage has been fully amortized. This is clear from the structure of the Act,
which sets out the service managers’ responsibility to meet service-level standards in Part
I, while the subsidy model is set out in Part VI,

Part VI of the Act sets out how sub31dy is to be administered immediately upon
termination of a provider’s previous operating agreement and the beginning of the new

~ funding model. The Act says that the service manager must give the provider operating

and RGI subsidy under the terms of Part VI for as long as Part VI applies to the provider.
Yet at some point, Part VI will no longer apply to the provider. That point, which will be
acknowledged by the Province in a Regulation, is the pomt at which the provider no
longer has needs a subsidy.

On the other hand, the service manager is still bound by the Act to meet the Province’s
service-level standards. The intent of the Act is that a service manager and a provider will
then sign a rent supplement agreement (or a similar instrument) that will allow the former
to meet the Provincial standard and the latter to keep its low- and moderate-income
households in their units.

I believe the Act’s intention to have an evolving approach to RGI subsidy is a vital
consideration in finding a way to resolve the conflict between the Co-op and the service
manager.

c) Termination of Obligations

Another important consideration is Act’s approach to terminating the obligations of the
parties. Appendix A contains excerpts from the Act dealing with the obligation of the
service manager to pay subsidy and the termination of this obligation. The language of

* the Act gives the Minister great latitude in terminating the service manager’s obligation to

pay subsidy under Part VI and also the provider’s obligations under that Part. The
general intent of the Act is to link these obligations to the retirement of the provider’s
mortgage, but there is nothing in the Act actually preventing the Minister lifting the Co-
op’s obligations under Part VI, even though its mortgage has not been paid off.

I believe the flexibility of the wording regarding termination is also key to the solution.
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The Thomnhill Green Situation
a) . Operating Subsidy

Before the SHRA was implemented in the Region of York, Thornhill Green was already |
financially viable. (In fact, it had already repaid the entire bridge subsidy it had received
from the Province, as attested by the letter from MMAH.) At their benchmarked level,
the Co-op’s housing charge revenues already could cover all of its mortgage and
operating costs. This means that, on the day the SHRA was implemented, the Co-op had
no need for any operating subsidy from the Region of York.

This means Thornhill Green’s financial situation is fundamentally different from that of
most housing providers, upon whom the Act s funding model is based. It does not seem
reasonable to treat this Co-op the way most providers could (and should) expect to be
treated under the Act.

It is important to remember that any effort to consolidate a number of programs into one
is going to create exceptions. In my view, Thornhill Green is one such exception to the
norm anticipated by the SHRA. Thornhill Green could be viewed as a statistical “outlier”.
This is a reasonable view, since the benchmarking process being applied under the SHRA
is being retroactively applied to hundreds of different projects created under several
different programs. It is not surprising that any effort to impose a single system of
benchmarking will create outliers. Thus, it seems reasonable to say that, since this Co-
op’s financial situation is so far outside the norm, it should be treated differently from

other providers without undermining the fundamental intent of the Act as it applies to the -

others. :

b) RGI Subsidy

At their benchmarked levels, Thornhill Green’s housing charges will cover all of the Co-
op’s operating costs. In fact, even with significant reductions to the housing charges, the
Co-op can still be viable. However, a number of the households cannot afford the full
housing charge. It seems reasonable, then, fqr the service manager and the Co-op to agree

not to follow the funding model as set out in Part VI of the Act, but to move at once to the

“evolved” state foreseen by the Act, namely to sign a rent supplement agreement to
provide subsidy for the 39 households currently unable to afford the full housing charge.

Implementing the Solution

- I suggest that CHFC — Ontario Region recommend the following steps:

‘a) -The Co-op and the service manager should agree in principle that the Co-op
should not be bound by Part VI of the Act, but should instead negotiate in
good faith an appropriate rent supplement agreement.

4
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The service manager and the Co-op should jointly press the Minister to issue a regulation
or some other sufficient document terminating the Co-op’s obligations under Part VI of
the Act. As noted above, the general intention of the Act is to terminate the provider’s
obligation when the mortgage has been paid. This is reasonable, since this is the point at
which the typical provider will no longer need a mortgage subsidy. (Remember, the
expectation behind the Act is that most providers will not be financially viable until their
mortgage has been paid off. Thornhill Green is an exception to the norm.) In this specific
case it-is advisable not to follow the general intent regarding Part VI but to use the
flexibility granted to the Minister to facilitate a solution in keeping with the overall intent
of the Act.

b) Should the Ministry be reluctant to support this suggestion because of
concerns about the Province’s contingent liability regarding mortgage
insurance, the service manager should agree to hold the Province harmless
from any obligations arising from Thornhill Green’s current mortgage.

c) Appendix B is a 10-year budget for the Co-op based on the Co-op’s estimate -
of its operating costs for fiscal 2004/20035, an estimate that the service
manager did not dispute. The Co-op and the service manager could use this
draft budget as the basis for negotiating the rent supplement agreement. Note:
this draft budget allows for a significant decrease in housing charges, starting
next year. This budget still will have the Co-op cover all its costs; yet will
reduce the fiscal pressure on the service manager. (A mid-year reduction this
year would also be possible, depending on how long it takes the parties to
agree to the suggested course of action.)

d) The service manager should agree to provide rent supplement to the Co-op for
a number of units equal to the number of households currently receiving RGI
subsidy. The Co-op should agree to fill vacant RGI units using the Region’s
coordinated access system. ‘

€) The agreement in principle between the service manager and the Co-op should
include a commitment to negotiate the rent supplement agreement in good
faith to resolve any operational issues that arise from such negotiation,
including '

a. acommitment by the Co-op to pay its property taxes and make its
mortgage payments in a timely fashion so that the service manager can be
assured that it will suffer no financial loss arising from its commitment to
hold the Province harmless with regard to the mortgage; :

b. an agreement between the parties that there will be a cap to the increase of
the market housing charges each year (for example CPI). This will achieve
two goals. First, the Region’s exposure to increased rent supplement costs
will be limited. Second, the Co-op will still be assured housing charge
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increases voted on by the members will be accepted by the service
manager as eligible for subsidy; and

‘c. an agreement that the administration of the RGI assistance will be
governed by Part V of the Act.

f) The Co-op and the service manager should agree in principle that the rent
supplement agreement will have a term that will expire no earlier than the full
amortization of the mortgage.

g) The rent supplement agreement should not give the service manager the right
to review or approve the Co-op’s operating budget unless the Co-op falls into
financial difficulty or fails to make its mortgage or tax payments in a timely
fashion. '

I further recommend that CHFC — Ontario offer to facilitate one or more meetings

- between the Co-op and the service manager to try to bring about a solution acceptable to

all parties.

Conclusion

In my view, the funding model equation set out in Part VI of the Act clearly states that
mortgage subsidy and RGI assistance are to be calculated in a single equation, that there
can be a “negative mortgage™ and that this “negative mortgage” payment can be neited
against the RGI subsidy.

The above notwithstanding, I understand that others, including the Co-op, may have
different mterpretatlons At the same time, I understand that neither the Co-op nor the
service manager is seeking litigation at this time because of the financial consequences of

losing.

Given the almost unique financial circumstances of the Co-op before it was devolved, in

that it had already repaid its bridge subsidy, I do not think that this case would be a useful

precedent for any subsequent disputes about the funding model between other providers
and service managers. Thus, I suggest that all parties agree to terminate the provider’s
obligations under Part VI of the Act to clear the way for the Co-op and the service
manager to sign a rent supplement agreement that is satlsfactory to them and which meets
the overall intent of the Act.

A Note of Qualification
This memo is prlmarlly intended for your use as an agent of the Co-operative Housmg

Federation of Canada — Ontario Region. I understand there is a possibility you will give
this memo to other parties with an interest in the outcome of the dispute between
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Thornhill Green Co-op and the Region of York, but I have no contractual obligation to
any other party and am not offering them advice.

Appendix A: Relevant sections of the Act

Duty to pay subsidy

102. (1) The service manager in whose service area a housmg project to which
this Part applies is located shall pay a subsidy to the housing provider
that operates the project.

Termination
102. (2) The duty to pay a subsidy for a housing project is terminated on the
date prescribed by the Minister.

Application, Housing Providers

92. (2) This Part ceases to apply to a housmg project on the date the duty to
pay a subsidy for the housmg project is terminated under subsection
102 (2).
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