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AUDITORS' REPORT

To the Board of Directors of
Ottawa Community Housing Corporation

We have audited the balance sheet of Ottawa Community Housing Corporation [the
“Corporation™] as at December 31, 2009 and the statements of operations and surphus,
reserves, and cash flows for the year then ended. These financial statements have been
prepared to comply with the requirements of the Directors, Shareholder and Service
Manager of the Corporation and the Social Housing Reform Act. These financial
statements are the responsibility of the Corporation’s management. Our responsibility is
to express an opinion on these financial statements based on our audit.

We conducted our audit in accordance with Canadian generally accepted auditing
standards. Those standards require that we plan and perform an audil to obtain
reasonable assurance whether the financial statements are free of material misstatement.
An audit includes examining, on a test basis, evidence supporting the amounts and
disclosures in the financial statements. An audit also includes assessing the accounting
principles used and significant estimates made by management, as well as evaluating the
overall financial statement presentation.

In our opinion, these financial statements present fairly, in all material respects, the
financial position of the Corporation as at December 31, 2009 and the results of its
operations and its cash flows for the year then ended in accordance with the basis of
accounting described in note 2 {o the financial statements.

These financial statements, which have not been, and were not intended to be, prepared in
accordance with Canadian generally accepted accounting principles are solely for the
information and use of the Directors, Sharcholder and Service Manager of the
Corporation. These financial statements are not intended to be and should not be used by
anyone other than the specified users or for any other purpose.

As required by the Ontario Business Corporations Act, we report that, in our opinion,
these principles have been applied, on a basis consistent with that of the preceding year.

Ottawa, Canada, Chartered Accountants
March 26, 2010, Licensed Public Accountanis
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Ottawa Community Housing Corporation
Incorperated under the laws of Ontario

BALANCE SHEET
As at December 31
2009 2008
$ $

ASSETS
Current
Cash and cash equivalents 6,720,280 11,163,119
Marketable securities fnote 3] 18,597,158 -
Subsidies receivabic, net

City of Ottawa ["Service Manager"} fnote 157 — 1,416,110
Remts receivable 1,215,843 1,104,333
Other accounts receivable 141,765 134,931
GST receivable 1,063,654 841,142
Prepaid expenses ' 1,856,911 1,697,779
Total current assets 29,595,611 16,357,614
Marketable securities fnote 3] — 35,087,748
Capital assets, net fnotes 4 and 3] 298,097,907 312,648,585

327,693,518 364,093,947

LIABILITIES AND SHAREHOLDER'S EQUITY

Current
Subsidies payable, net

City of Ottawa ["Service Manager"] fnote 13] 2,019,036 —
Accounts payable and accrued liabilities fnore 157 14,391,794 11,336,298
Accrued interest on long-term debt 928,441 982,615
Prepaid rents and subsidies 1,135,040 995,450
WSIB future benefit costs - current fnote 12] 192,231 207,247
Current portion of long-term debt /note 6} 15,090,834 14,276,438
Total current liabilities 33,757,376 27,798,048
Vested employee benefits fnotes 10 and 1] 2,565,091 2,109,512
WSIB future benefit costs fnote 12] 1,594,546 1,254,471
Deferred capital contributions [rote 37 2,034,001 2,067,601
Long-term delt [note 6] 270,046,813 285,084,989
Total liabifities 309,997,827 318,314,621

Commitments and contingencies [notes 13 and 14]

SHAREHOLDERS' EQUITY

Share capital 100 100
Contributed surplus 1,650,135 [,650,135
Reserves [nore 8] 16,045,456 44,129,091
Total shareholders' equity 17,695,691 45,779,326

327,693,518 364,093,947

See accompanying notes

On behalf of the Board:

Dircctor Director



NOISSNOSIA Y04 1IvVEa WV £1°8 010T/50/50

160°621°vF 95HSH0'91 IPLLET'E — 905659 16¢°9ET'6 oL 1L {18L'80¢'C1)  SEL'RBE'SL
— — — (6£5'69L) (PSO'TLE'PI) — — - €69 THT'ST
(res'o65'cz)  (SPBPSR'LY) - (ogt*ce) — — — (ozg‘cRz'or)  (SES'RES1T)
{8¥5'058'E) 595659 008°6LT‘T — B8IL¥T _— REP'SY e GEGILL Y
(Chixazal (OLL'IEF'T) (ZL0 65 — (£81°96) — (85L°LT) — (L5L'8SR'T)
PEEOIET PST9LYL — (r1r'ss} — (8L6°58T) 199°8S S85'195°'T 100°00Z
TLSPO8'CT T1Z°LTE YT (6£5902) 6£2°098 SSLLEY'T — — 802°08H'S 8PS's5L°E
— 050°081 868 10 - — - — IST'SH —
S15'E08 e 160°6Z1'FY FEO'1EST — 008°ZHS el 60F'TTF'6 £TTCE 001°S8L°E S8 TI8'F!
[[o]g siou] {{p]g aou] {{iig suf [[8]g aiou] fiqls a1ouj {[n]g aou] [[o]g aiouf
3 B g g 7 g § 5 5
8007 6002 pUNJ JAIRS2Y  pung sniding R DPIGAA angng yjoad-noy
GG Supendo jmaugsaamay  dugvaadQ repdey uj LRFWELERY
Sugsneg Lunmo’) [uLapag JudMIEIAUT jppdu)
agng
SHAYASTE AO INHIWHLV.LS

D8STITI-TIA0 M

saou Budundinooop aag

An3ak 3o pua ‘auseg
[fy]p arou] s1ajsuny pungiay

sasnadxa aasasal pude)
O[ES-10J-2[qU[[EAT SB
panuSisap sjuaLUnLYSu] BISURUL

wogy (Sassop) sumd pazifosun

[£ arou] pawrsa
3M00u; J0 J5lU "Sass0] PAZIuaY

SUOPNGLOIOD IO
suopeiado wol SEoRNGLITGD

Juswdeda1 103 paamam oTouey
aniAIag 217} m ojqeAedal Apisqng

Juak jo Sujunrdaq ‘soneyeg

[ € Jaquanag] 1 5V

uoneaodao)) SUISNOH ANUNUIWO]) BMENQ



Ottawa Community Housing Corporation

STATEMENT OF OPERATIONS AND SURPLUS

Year ended December 31

REVENUE
Rents
Subsidies
Service Manager [note 15]
Service Manager - Safer Communities
Other
Total revenue

OPERATING COSTS

Utilities

Maintenance material and services
Administration

Maintenance salaries, wages and benefits
Safer Communities

Other

Total operating costs

FIXED COSTS
Municipal taxes

Interest on long-term debt
Depreciation

Less recoveries

Taotal fixed costs

Total expenses

Net revenue before
reserve contributions

Reserve contributions - Public Honsing Operating Reserve
Transfer to capital reserve fund [iote 8]

Transfer to capital reserve fund - Safer Communities [note §]
Transfer to reserves frote 8]

Net surplus for the year

See accompanying notes

2009 2008
5 $

62,237,015 62,031,452
64,768,550 63,324,333
2,148,876 2,i48,881
2,647,405 2,358,794
131,801,846 125,863,460
23,770,822 22,405,988
13,704,023 16,366,223
13,071,472 11,534,998
9,849,221 9,460,707
2,137,435 1,988,627
2,042,317 2,080,761
66,575,290 63,837,304
20,229,872 19,644,978
16,453,286 17,380,859
14,422,931 13,599,886

(356,794) (404,139}
50,749,295 50,221,584
117,324,585 114,058,888
14,477,261 15,804,572
(104,641) 1,198,137
13,681,663 13,603,293
40,000 40,000
860,239 963,142
14,477,261 15,804,572




Ottawa Community Housing Corporation

STATEMENT OF CASH FLOWS

Yeuar ended December 31

OPERATING ACTIVITIES
Net revenue belore reserve contributions for the year
Add (deduct) ilem not affecting cash
Debenture subsidy
Depreciation
Vested employee benefits
WSIB future bencfit costs
Changes in non-cash warking capital balances
related to operations
Subsidies receivable from /payable to the
Service Manager
Rents receivibie, other accounts receivable,
GST receivable and prepaid expenses
Accounts payable and accrued lishilities
Accrued interest on long-term debt
Prepaid rents and subsidies
Cash provided by operating activities

INVESTING ACTIVITIES
Purchase of marketable securities, net
Disposal of land

Capital expenses charged to reserves
Cash wsed in investing activities

FINANCING ACTIVITIES
Mortgage, debenture and loan repayments
Cash used in financing activities

Net decrease in cash and cash equivalents during the year
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year

Supplemental cash flow disclosure
Cush paid for interest

See accompanying notes

2009 2008
5 5
14,477,261 15,804,572
(5,018,822)  (4,686,042)
14,422,931 13,599,886
455,579 (285,106)
325,059 (290,197)
3,435,146 (1,217,895)
{499,788) (176,631)
3,055,496 1,633,663
(54,174) (33,365)
139,590 105,425
30,738,278 24,454,310
20,308,387 678,299
— 26,723
(46,284,546)  (21,191,995)
(25.976,159) _ (20,486,973)
(9,204,958) (8,700,731
(0204,958) (8,700,731
(4,442,839)  (4,733,394)
11,163,119 15,896,513
6,720,280 11,163,119
16,507,460 17,414,224




Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

1. ORGANIZATION

Ottawa Community Housing Corporation [the “Corporation”] provides and manages quality, safe
and affordable housing for low and mederate income hounseholds in Ottawa.

Most of the mortgaged properties of the Corporation are governed by operating agreements with
the Province of Ontario and/or Canada Mortgage and Housing Corporation [“CMHC”]. These
agreements include provision for approval of rental rates, depreciation charges and contributions
to the capital reserve. The operating agrecments are administered by the Service Manager [“City
of Ottawa™] under the Social Housing Reform Act, which has replaced operating agreements for
SOME programs.

The Corporation is a non-profit erganization under paragraph 149(1)(d) of the Income Tax Act
{Canada) and, as such, is not subject to income taxes.

2. SUMMARY OF SIGNIFICANT ACCOUNTING POLICIES

The Equity Program is not governed by the Social Housing Reform Act and is accounted for in
accordance with Canadian generally accepted accounting principles for non-profit organizations.
For all other programs, these financial stalements have been prepared in accordance with the
significant accounting policies set out below, to comply with the requirements of the Social
Housing Referm Act, which differs from Canadian generally accepted accounting principles
because:

[a] Due to the requirements of the operating directives as administered by the Service Manager,
purchases of office furniture and equipment are charged directly to the capital reserve fund
rather than being capitalized on the balance sheet and amortized aver their useful lives and
transfers to reserves are reported as operating costs,

[b] Capital assets are recorded at cost, less any external grants and funding from the reserves.

fc] Amortization of capital assets governed by the Social Housing Reform Act is provided for on
a sinking fund basis, which matches the same basis as principal repayments on mortgages,
debentures and loans during the year.

[d] Realized and unrealized gains and losses and any impaimment related to marketable securitics

are recorded directly to the statement of reserves rather than being recorded in the statement
of operations and surplus.

WR# 0D[2-1112580 05/05/2010 B:13:50 AM DRAFT FOR DISCUSSION 1



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

Except as noted, these financial statements are expressed in Canadian dollars and the following is
a summary of the significant accounting policies used in the preparation of the Corporation’s
financial statements:

Use of estimates

The preparation of these financial statements requires management to make estimates and
assumptions that affect the reported amounts of assets and [abilities and the disclosure of
contingent assets and liabilities at the date of the financial statements and the reported amounts of
revenue and expenses during the year. Actual results could differ from those estimates.

Cash and cash equivalents

Cash and cash equivalents include cash on hand and highly liquid investments with original
maturities of three months or less.

Revenue recognition

The Corporation recognizes subsidies as revenue when received or receivable if all conditions
required for the subsidy are met, the amount to be received can be reasonably estimated and
collection is reasonably assured. The Corporation uses the accrual method of accounting to
recognize rent revenue.

Financial instruments

Marketable securities have been classified as available-for-sale and are carried at fair value. Fair
value is based on bid price for financial assets and offer price for financial liabilities. When the
bid price is unavailable, the fair value is based on closing market price. The investment portiolio
consists of bonds and equity instruments. Realized and unrealized gains and losses and any
impairment related to marketable securitics are recorded directly to the statement of reserves.
Settlement date accounting continues to be used for all marketable securities and transaction costs
are expensed as incurred.

Long-term liabilitics for sites where operating agreements are governed by the Social Housing
Reform Act are recorded at cost. Long-term liabilities under the Equity Program are classified as
other liabilities and are initially recognized at fair value and subsequently recorded at amartized
cost. Where loans contain forgiveness clauses, they are recorded net of the forgiveness.

WR# 0912-1112580 (#5/05/2010 8:13:530 AM DRAFT FOR DISCUSSION
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Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

The Corporation's other financial assets and liabilities are initially recognized at fair value and
subsequently recorded at amortized cost. As at December 31, 2009, there are no significant
differences between the carrying values of these items and their estimated fair values, because of
the short term nature of these instruments, all of which are due within one year.

Capital assets

Housing developments under the Social Housing Reform Act are recorded at cost, net of any
government and reserves funding, less accumulated depreciation. Cost includes the original cost
of the land and buildings, and other related costs. The cost of major improvements necessary to
renovate and refurbish buildings which are financed by mortgages is included in housing
development costs. Capital assets under the Equity Program are recorded at cost less accumulated
depreciation.

The capital assets in the Public program were recorded at carrying cost at the time of
incorporation.  The building value is equal to the outstanding debt obligation at the time of
incorporation. Land was nominally valued at the time of incorporation. The buildings are
amortized at an amount equivalent to the retirement of the respective long-term debt which
approximates the remaining useful life of the asset.

Depreciation

For sitcs where operating agreements are governed by the Social Housing Reform Act, the
depreciation of capital assets is provided on the same basis as the principal repayments on
mortgages, debentures and loans during the year. The depreciation of capital assets acquired by

the Corporation under the Equity Program is caleulated vsing the straight-line method based on
the estimated uscful lives of the assets, which range from 30 to 40 years.

Accrual accounting

The Corporation uses the acerual basis of accounting, Under this basis, cxpenses are recognized
in the year incurred as a result of the receipt of goods or services and the creation of a legal
obligation to pay.

Interest on long-term debt

Interest on long-term debt includes interest accrued from the dates of the [atest interest payments
to the end of the financial year.

WRA 0912-1152580 . 03/05/2010 8:13:50 AM DRAFT FOR DISCUSSION 3



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

Deferred capital contributions

Deferred capital contributions for the purpose of acquiring depreciable capital assets or for major
improvements to depreciable capital assets arc deferred and amortized on the same basis, and over
the same periods, as the related capital assets.

Reserves and investment in capital assets

Transfers to/from capital reserves and reserve contributions from operations are recorded in the
statement of operations and surplus. Expenditures made from reserve funds are recorded in these
funds and are not on the statement of operations and surplus, Realized and unrealized gains and
losses and any impairment related to marketable securities of the reserve funds are recorded
directly to the statement of reserves.

Special grant contributions for capital repairs are recorded directly to the statement of reserves and
are not recorded in the statement of operations and surplus.

Employee-related costs
The Corporation has adopted the following policies with respect to employee benefit plans:

[i(1 The Corporation’s contributions to a multi-employer, defincd benefit pension plan are
expensed when contributions are due;

[ii] The costs of termination benefits and compensated absences are recognized when an event
that oblipates the Corporation oceurs; costs include projected future income payments, health
care continuation costs and fees paid to independent administrators of these plans, calculated
on a present value basis;

[iii] The costs of other employee benefits are actuarially determined using the projected benefits
method prorated on service and management’s best estimate of retirement ages of employees,

salary escalation, expected health care costs and plan investment performance;

[iv] Employee future benefit linbilities arc discounted using current interest rates on long-term
bonds; and

[v] The costs of the workplace safety and insurance obligations are actuarially determined by the
Workplace Safety and Insurance Board [“WSIB™] and expensed when incurred.

WR# 0912-1112580 05/05/2010 8:13:50 AM DRAFT FOR DNSCUSSION 4



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

Changes in accounting policies

Effective January 1, 2009, the Corporation adopted the recommendations of CICA 1535 Capital
Disclosures which require the disclosure of qualitative and quantitative information that enables
users of the financial statements to cvaluate the Corporation's objectives, policies and processes
for managing capital. The adoption of these recommendations only required additional
disclosures, which are provided in note 16.

3. MARKETABLE SECURITIES

The Corporation is subject to market risk, foreign currency risk and interest rate risk with respect
to its investment portfolic. To manage these risks, the Corporation has adopted an investment
policy, with a target mix of investment types designed o achieve optimal return within reasonable
risk tolerances.

The Corporation adopted an investment policy to establish principles and guidelines appropriate
for the management of assets accumulated by the Corporation for the purpose of maintaining and
preserving its residential properties. The objectives of the policy are:

fa] to maintain the safety of capital;
[b] to effectively utilize the assets that have accumulated; and

[c] tomaximize return at an acceptable level of risk.

2009 2008
Amortized Fair Amortized Fair
cost value cost value
§ § 5 5
Liquid assets 241,442 241,442 2,067,690 2,080,262
Government of Canada fixed

Income — — 0R6,528 1,028,247
Provincial fixed income 1,825,465 1,842,427 1,661,623 1,732,770
Municipal fixed income 129,598 134,790 64,754 66,538
Corporate fixed income 614,422 647,159 2,882,624 2,929 386
Canadian common equities 1,130,650 1,301,785 2,522,628 2,584,920
Foreign common equities 11,348,066 8,435,032 16,455,320 11,886,647
Mutual funds 6,365,688 5,994,523 15,551,865 12,778,978

21,655,331 18,597,158 42,193,032 35,087,748

WR# 0912-1112580 05/05/2010 8:83:50 AM DRAFT FOR DISCUSSION 5



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

As at December 31, 2009 the realized loss, net of income eamned of $2,431,770 included in the
statement of reserves [2008 - $1,342,308] contains $2,234,816 [2008 - $2,996,806] recognized by
the Corporation as other than temporary impairment. Factors reviewed to determine whether an
impaimment is other than temporary include significant or prolonged declines in fair value,
financial recrganization, corporate restructuring, bankruptcies and other indications ef liquidity
problems, or the disappearance of an active market for the asset because of financial difficulties.

4. CAPITAL ASSETS

Capital assets as at December 31 consist of the following:

2009 2008
$ 8
Land 71,760,182 71,760,182
Prepaid [and leases 1,103,996 1,103,996
Buildings and equipment 378,297,387 378,297,387
Leaschold improvements 684,000 717,600
451,845,565 451,879,165

Less accumulated depreciation (153,747,658) (139,230,580}
Net book value 298,097,907 312,648,585

Capital assets in the Equity Program are capitalized at their full cost, and depreciated. Capital
assets in the Equity Program, net of accumulated depreciation decreased by $236,179
[2008 - $249,225]. The depreciation of the Corporation’s head office by $495,799 [2008 - $51,905]
reduced the Investment in Capital Assets Reserves [2008 - further reduced by $26,723 for the
disposal of land]. At December 31, 2009, this reserve decreased by $285,978 to $9,136,491
[2008 - §9,422,469],

WR# 0912-1112580 05/05/2010 8:13:50 AM DRAFT FOR DISCUSSION 6



Oitawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

5. DEFERRED CAPITAL CONTRIBUTIONS AND FORGIVABLE
LOANS

As at December 31, deferred capital contributions consist of the following:

2009 2008
5 §
Forgivable loan - Canada-Ontario Affordable Housing
Program 1,740,000 1,740,000
Forgivable loans - Residential Rehabilitation Assistance
Program [“RRAP”] 294,001 327,601
Deferred capital contributions 2,034,001 2,067,601

Ministry of Municipal Affairs and Housing

In 2005 the Corporation received a capital contribution totalling $1,740,000 from the Ministry of
Municipal Affairs and Housing [*MMAH”] under the Canada-Ontaric Affordablc Housing
Program for the 60 units of housing developed at 380 Somerset Street. The capital contribution
and interest have a term of 20 years. The loan is not repayable as long as the project is operated
within the terms and conditions of the agreement entered into with the MMAH. As at
December 31, 2009, the Corporation is in compliance with the terms and conditions of this
agreemernt.

Canada Mortgage and Housing Corporation

In prior years, the Corporation has received capital contributions totalling $1,564,700 from CMHC
for Community Sponsored family housing funded through mortgage agreements with CMHC.
The Corporation received loans totalling $748,366 under the Federal Government’s RRAP which
are forgivable. These amounts have been rccorded as leasehold improvements which are
depreciated at the same rate that the loans are forgiven. As at December 31, 2009, a principal
balance of 294,001 [2008 - $327,601] remains as forgivable.

The capital contributions of 31,564,700 and the unforgiving portion of the RRAP loans are not
repayable as long as the projects are managed and operated within the terms and conditions of the
mortgage and operating agreements entered into with CMHC. As at December 31, 2009, the
Corporation is in compliance with the terms and conditions of this agreement.

WR# 0912-1112580 05/05/2010 8:13:50 AM  DRAFT FOR DISCUSSION 7



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

Ontario Mortgage Corporation

Tn prior years, the Corporation received a forgivable interest-free first mortgage loan totalling
$378,146 from the Ontario Mortgage Corporation for the Bruyere Street Rooming House. This
amount has been netted against the capital cost of the rooming house. The mortgage has a term of
25 years from December 1, 1988 and is forgivable at the rate of 1/15 of the loan amount on each
anniversary date after the first 10 years as long as the project is managed and operated within the
terms and conditions of the Permanent Housing for the Homeless Program. As at
December 31, 2009, the Corporation is in compliance with the terms and conditions of this
agreement.

6. LONG-TERM DEBT

As at December 31, long-term debt, which is described in detail in the accompanying Schedule A
of these financial statements, consists of the following:

2009 2008
5 5
Mortgages 210,243,182 219,448,137
Debentures 74,894,465 79,913,200
285,137,647 299,361,427
Less current portion of long-term debt {15,090,834) (14,276,438)
Long-term debt 270,046,813 285,084,989

Mortgages payable include all mortgages for which agreements have been signed.

The capital assets are pledged as collateral for the mortgages payable. Under the terms of the
operating agreements and the Social Housing Reform Act, the Corporation may not further
mortgage the capital assets of subject properties without the prior written approval of the MMAH
for the Province of Ontario and/or CMHC,

WR# 0912-1112580 05/05/2010 8:13:50 AM DRAFT FOR DISCUSSION 8



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

Pecember 31, 2009

Principal repayments required for the years 2010 to 2014 and thereafier for the Corporation’s debt
outstanding as at December 31, 2009 are expected to be approximately as follows:

5
2010 ' 15,090,834
2011 16,029,308
2012 16,966,208
2013 17,770,475
2014 18,609,925
Thereafter 200,670,897

285,137,647
7. CREDIT FACILITY

'The Corporation has credit facilitics totalling $2,000,000 with a chartered bank in the form of an
operating credit line, standby letters of credit and letters of puarantee, These instrurnents bear
interest at the bank's prime rate plus 2.25% per annum and are repayable on demand. As at
December 31, 2009 and 2008, no amount has been drawn against these instruments.

8. RESERVES

The Corporation has the following reserves;

[a] Capital Reserves

Capital reserves for the renovation or improvement of the contributing property, for work
which meets the definition of capital repairs and maintenance. In addition, acquisitions of
new capital assets required to maintain and manage the portfolio are expensed against the
capital reserves, Contributions arc made on an annual basis in accordance with program
requirements or operating agreements.

Non-profit Program: For the year ended December 31, 2009, the contributions from
operations for the Non-profit Program amounted to 33,755,548 [2008 - $3,690,115]. In
addition, in 2009 the Scrvice Manager approved a special one-time contribution of $200,000
[2008 - 5675,000] to fund cmergency capital repairs for the Municipal Non-profit Program
[the “MNP Program™).

WR# 0912-1112380 G3/05/2010 B:13:50 AM DRAFT FOR DISCUSSION 9



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

Pecember 31, 2009

[b]

[€]

Safer Communities Program: During the year, the Corporation has identified a capital
reserve contribution for the Safer Communities Program of $40,000 [2008 - $40,000] to
cover the replacement costs for security vehicles and hardware purchases for the program.
The Non-profit Program was allocated $11,992 {2008 - $11,992] of the contribution and the
Public Program received 328,008 [2008 - $28,008]. In addition to this contribution,
$208,786 [2008 - $152,579] was spent on capital work related to safer communities for
digital video equipment, cameras and access systems.

Public Program: The annual approved cadpital spending for the Public Program is
centributed to the capital reserves for the program. Capital spending is funded from the
reserve. The remaining balance is carried forward into the next year. For the year ended
December 31, 2009, the Service Manager approved 58,452,200 [2008 - $8,587,200] in capital
spending for thc Public Program. In addition, the Service Manager approved a special
one-time contribution of §1,561,585 [2008 - $1,592,299] to fund emergency capital repairs
for the Public Program.

For 2009, $26,283,826 [2008 - $11,930,539] was spent on capital repairs and capital
maintenance. The deficit balance in the capital reserves for the Public Program as at
December 31, 2009 is $12,408,781 [2008 - surplus balance of §3,785,100].

Vehicle Reserve

‘The Vehicle Reserve is used to equalize vehicle operating costs from one operating budget
year to another. Contributions are made at year end in amounts set down in the operating
budget.

In 2009, 358,661 was contributed to the Vehicle Reserve [2008 - §84,170]. This contribution
is shown in the statement of reserves as other coniributions, and is included as a net cost of
administration in the statement of operations and surplus.

Public Housing Operating Reserve Fund

In 2008, the Service Manager and the Corporation agreed on a new operating agreement that
took effect January 1, 2009 which includes a revision to the calculation of subsidy tunding
for the Public Housing Program. The new subsidy funding follows a formula for the
Provincial Reformed Program and allows for both operating and capital reserves for the
Public Housing Program. As a result, in 2009 the Utility and the Rent Revenue Stabilization
Funds that were established for the Public Housing Program were consolidated and re-named
the Public Housing Operating Reserve Fund.

WR# (0912-1112580 05/05/2010 B:13:50 AM DRAFT FOR DISCUSSION 10



Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

Contributions are made at year end in amounts set down in the subsidy calculations. There is
no lenger a reconciliation of budpgeted operating expenses te actual costs for the Public
Program.

As part of the 2008 subsidy scttlement for the Public Housing Program occurred in 2009, the
Service Manager waived $150,050 that was included in the subsidy repayable. As a result,
the Corporation recognized in the current year $48,152 to the Public Housing Capital
Reserves and $101,898 to the Public Housing Operating Reserve Fund.

For the 2009 fiscal year, $206,539 was drawn from [2008 - 31,198,137 contributed to] the
Public Housing Operating Reserve Fund. The 2009 draw on the Public Housing Operating
Reserve, net of the 2008 subsidy settlement was $104,641.

[d] Community Reinvestment Fund

The Community Reinvestment Fund is a discretionary fund that exists to maintain or develop
housing or services, The fund consists of retained earnings from housing programs not
subject to operating agreements. Contributions from operations to the Community
Reinvestment Fund are included in the determination of excess revenue or expenses for the
year.

{i] The Corporation contributed to (received trom) the Community Reinvestment Fund an
amount equal to the excess revenue of all projects in certain programs,

The contributions by program were:

20069 2008

5 B
Equity Program 1,630,484 1,610,406
Municipal Non-Profit (85,178) (312,879)
Provincial Reformed (685,067) (334,385)
860,239 963,142

{ii] The balance in the Community Reinvestment Fund was contributed to the capital
reserves in the Equity Program.
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Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

[e] Intermal Borrowings

[l

[i] Tn 1999, the Corporation refinanced a mortgage for the Somerset Rooming House in the
amount of $251,577 from the Community Reinvestment Fund. This liability is being
repaid at an interest rate set annually in May at the prime rate plus 1% for a term of 15
years, calculated semi-annually and amortized over a peried of 15 years. The payments
arc charged to the Somecrset Rooming House operations. Interest and principal
repayment is credited back to the Community Reinvestment Fund. As at
December 31, 2009, a principal balance of $87,476 [2008 - $108,670] is outstanding and
committed to the Community Reinvestment Fund.

[ii] In 1996, the Corporation refinanced a mortgage for the Bronson Roaming House in the
amount of $118,700 from the Community Reinvestment Fund. This liability is being
repaid at an interest rate set annually in May at the prime rate plus 1% for a term of
15 years, calcnlated semi-annually and amertized over a period of 15 years. As at
December 31, 2009, a principal balance of $11,424 [2008 - $22,706] was outstanding
and is committed to the Community Reinvestment Fund.

Federal Operating Surplus

The Federai Operating Surplus consists of the cumulative operating surpluses generated in
the community sponsored and the limited dividend apartment programs, for sites where
operating agreements still exist.

Operating surpluses in the Federal program are contributed either to the capital reserves for
the sites in the program, or to the Federal Operating Surplus.

As part of the 2008 Service Manager reconciliation for the program, the Corporation agreed
to retain an amount equal to $508,500 plus any interest earned in the accumulated Federal
Operating Surplus and transfer the remaining funds to the Capital Reserves for the sites in the
program. It was agreed with the Service Manager that this adjustment would be identified in
the 2009 financial statements. The Federal Operating Surplus was identified in 2004 and
consists of the cumulative operating surpluses penerated in the community spensored and the
limited dividend apartment programs, for sites where operating agreements still exist. "For
2009, the operating surplus of $1,437,755 [2008 - $1,337,969] generated by these sites, was
contributed to the capital reserves for the sites in this program.
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Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

[g] Investment in Capital Assets

Investment in Capital Assets consists of housing acquisitions within the Equity Program.
The account relates to contributions that were made toward the purchase of new rental units
from retained carnings of housing programs not subject to operating agreements. The fund
balance reflects the depreciation of the assets.

[h] Interfund Transfers

The Interfund Transfer identified in the statement of reserves includes the transfer of
514,472,054 [2008 - $1,337.969] from the Federal Operating Surplus to the site capital
reserves in the federal program. The operating surplus in the Equity Program, net of the
deficits in the MNP and Provincial Reformed Program and the internal loan, was transferred
to the capital reserves in the Equity Program.

9. PENSION AGREEMENTS

The Corporation makes matching contributions to the Ontario Municipal Employees Retircment
Fund [*0.M.E.R.8."] which is a multi-employer plan on behalf of 280 [2008 - 261] members of its
staff. The plan is a defined benefit plan which specifies the amount of the retirement benefit to be
received by the employees based on length of service and rates of pay.

The amount contributed te O.M.ELR.S. for 2009 was $1,198,248 [2008 - 51,090,627] for current
year service and is included as an expense in the statement of operations and surplus.

10. LIABILITY FOR ANNUAL LEAVE BENEFITS

The Corporation recognizes sick teave and annual leave expenses as they accrue to employees.
This results in the creation of a liability for vested employee benefits. As at December 31, 2009,
the Corporation reported a liability of $897,026 [2008 - 5817,310]. Banked sick leave has no cash
value and is not payable upon termination,
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Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

11. LIABILITY FOR FUTURE EMPLOYEE BENEFIT COSTS -
MEDICAL COVERAGE

The Corporation provides medical coverage to bargaining unit employces who retire between the
ages of 55 and 65 with an unreduced pension. The cost of the benefit is expensed over the life of
the employee’s service with the Corporation. As at December 31, 2007 the Corporation
performed an actuarial valuation of this benefit which was extrapolated annually thereafter and
estimated the liability at $1,668,065 [2008 - $1,292,202] as at December 31, 2009. The net
petiodic benefit cost was $391,458 [2008 - $309,364].

The discount rate used to determine the accrued benefit obligation was 6.25% [2008 - 7.75%)].
The amount of the employee fature benefits and related accrued benefit obligation are affected by
escalation of health care costs. The assumed health care cost trend rate for 2609 used to measure
the expected cost of benefits covered by the plan is 10% [2008 - 10%], grading linearly to 5%
in2018. A 1% increase in the assumed health care cost trend rate would result in a $216,848
increase of the estimated liability and the net periodic benefit cost while a 1% decrease in the
assumed health care cost trend rate would result in a $183,487 decrease of the estimated liability
and net period benefit cost.

12. LIABILITY FOR FUTURE BENEFIT COSTS - WORKPLACE
SAFETY AND INSURANCE BOARD

As at December 31, 2009, the Corporation reported a liability of $1,786,777 [2008 - $1,461,718]
as actuarially determined by the WSIB for the valuation of the benefits liabilitics, of which
$192,231 is current [2008 - $207,247].

13. CONTINGENCIES

In the normal course of operations, the Corporation becomes involved in claims and legal
proceedings. While the final outcome with respect to claims and legal proceedings pending at
December 31, 2009 cannot be predicted with certainty, it is the opinion of management that their
resolution will not have a material adverse effect on the Corporation’s financial position or results
of operations.

14. COMMITMENTS

The Corporation has commitments on capital projects at December 31, 2009 in the amount of
$13.2 million.
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Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

15. RELATED PARTY TRANSACTIONS

The Corporation transacts with its sole shareholder the City of Ottawa and its subsidiaries [the
“City”], who also acts as the Service Manager for the subsidized programs. The transactions
inctude receipt of subsidy payments from the City and payments of property taxes, purchase of
electricity and water and sewage charges to the City. These transactions are all in the normal
course of business for the Corporation. Total subsidy revenue amounted to $66,917,426
[2008 - $65,473,214], with a balance of $2,019,036 payable as at December 31, 2009
[2008 - 51,416,110 receivable]. Included in the December 31, 2009 payable, the Corporation
recorded from the City a capital grant of $1,761,585 [2008 - $2,722,299]. Property taxes of
520,229,872 [2008 - $19,644,978], electricity charges of $7,380,596 [2008 - $6,598,775] and
water and sewage charges of $9,966,803 [2008 - $8,971,743] were expensed in 2009, with a
balance of §2,427,228 payable as at December 31, 2009 [2008 - §2,342,222].

Public program

In 2008, the Service Manager and the Corporation agreed on a new operating agrecment that took
effect January 1, 2009 which includes a revision to the caleulation of subsidy funding for the
Public Housing Program. During 2009, $34,017,941 [2008 - $34,144,936] was recorded as
subsidy revenue, of which $8,452,200 [2008 - 38,587,200} was allocated to fund capital
maintenance expenditures. An additional $48,152 was allocated to the capital reserves for the
Public Program to reflect the additienal contribution resulting from the 2008 vear end settlement
for the program.

16. CAPITAL MANAGEMENT

in managing capital, the Corporation focuses on liquid resources available for operations and
capital expenditures. The Corporation’s objective is to have sufficient liquidity to manage both
operating and capital expenditures. The need for sufficient liquidity is considered in the
preparation of an annual budget and in the monitoring of cash flows and actual results compared
to budget. As at December 31, 2009 and 2008, the Corporation has met its objective of having
sufficient liquidity to meet its current obligations.
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Ottawa Community Housing Corporation

NOTES TO FINANCIAL STATEMENTS

December 31, 2009

17. FINANCIAL INSTRUMENTS

Credit risk

The Corporation is exposed to credit risk on the rents receivable from tenants and on other
receivables from other parties. In order to reduce its credit risk, the Corporation has adopted credit
policies which include the regular review of outstanding receivables, The Corporation does not
have a significant exposure to any individual tenant or other parties,

Interest rate risk

The investments with flexible interest rates will expose the Corporation to interest rate risk. There
is risk of market value adjustments on investments which may result in cash flow risk.

The short-term bank credit facilities bear interest at fluctuating rates. Dne to the positive cash
flow of the Corporation, there has been no necd to use the credit facility in the last few years, thus
the exposure to interest rate risk on this facility is nominal. All other financial assels and
liabilities, in the form of receivables and payables, are non-interest bearing. There is an interest
rate risk in the Equity Program with regard to refinancing of mortgages at renewal. However, no
mortgages in the Equity Program are due to mature in 2010.

Market risk

Investment in financial instruments does expose the Corporation to market risk. These include the
risk arising from changes in interest rates, in raies of exchange and in the equity markets both
domestic and foreign. They also include the risks arising from the failure of a party to a financial
instrument to discharge an obligation when it is due.

Concentration of risk exists when a significant portion of the portfolio is invested in securities
with similar characteristics or subject to similar economic, political or other conditions. The

Corporation has adopted an investment policy, with a target mix of investment types designed to
achieve optimal return within reasonable risk tolerance.

18. COMPARATIVE FIGURLS

The comparative financial statements have been reclassified from statements previously presented
to conform to the presentation of the current year financial statements.
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ACCOUNTANTS’ REPORT

Our audit of the financial statements of Ottawa Community Housing
Corporation [the “Corporation”] as at December 31, 2009 and for the year then
ended was made for the purpose of forming an opinion on the financial statements
referred to in our Auditors’ Report to the Board of Directors dated
March 26, 2010,

The following Schedule of Program Summaries comprising Schedule B, is
provided for purposes of additional analysis and is not a required part of the
financial statements. This information has not been subjected to the auditing
procedures applied in the audit of the financial statements and, accordingly, we do
not express an opinion on the fair presentation of the information in the Schedule
of Program Summaries.

Ottawa, Canada, Chartered Accountants
March 26, 2010. «Licensed Public Accountants
Ontario purpeses only»
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