Attachment 2

Report No.: OCHC-041/10 Meeting Date: May 4, 2010

OTTAWA COMMUNITY HOUSING CORPORATION
REPORT TO THE BOARD OF DIRECTORS

FOR APPROVAL

1. SUBIJECT

Infrastructure Ontario (IO) Loan Application — General Security Agreement and Municipal
Guarantee

2. RECOMMENDATIONS

That the Board of Directors delegate to the Treasurer and the Chief Executive Officer
the following authority:

a) to approve a General Security Agreement in relation to the Infrastructure
Ontario loan of $18.7 million, and

b) to request that the City of Ottawa, as Shareholder of Ottawa Community
Housing, provide a Municipal Guarantee for this loan.
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o-Anne Paoirier Contact: Ven Giannantonio
Chief Executive Officer 613-520-2279

3. BACKGROUND

On December 17, 2009, the Finance and Audit Committee recommended that the Board
of Directors authorize a loan application to Infrastructure Ontario (I0) of approximately
$20.9 million to fund the capital repair program based on an anticipated operating
surplus of $1.5 million and a 2010 Capital Budget envelope of $72.37 million.

On January 14, 2010, the Board of Directors approved a revised operating budget that
reduced the projected operating surplus to $1.3 million. This reduction in debt servicing
capacity resulted in the approval of a loan application of approximately $18.7 million and
a 2010 Capital Budget envelope of $70.17 miliion.
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On February 11, 2010, to support this loan application, the Board of Directors approved
the following:

1) Board Resolution on Capital Project Financing (Ref: OCHC-016/10)
2) Officer’s Certificate (Ref: OCHC-016/10)
3) Certificate of Officer Regarding Litigation (Ref: OCHC-016/10)

The Board Resolution, Officers Certificate, and Certification were provided to
Infrastructure Ontario on February 12, 2010.

4. DISCUSSION

On February 19, 2010, Infrastructure Ontario provided a draft Financing Proposal. OCH
staff reviewed this draft proposal, as well as a sample General Security Agreement, and
Municipal Guarantee, with staff from the City of Ottawa and with OCH legal counsel.

As a result of that review, OCH proposed a number of revisions that were well received
by Infrastructure Ontario. A revised Financing Proposal (Attachment 1) was signed off
by OCH and submitted on March 19, 2010. The financing rate of 5.16% is indicative
and will not be locked in until approval of the loan by the IO Credit Review Committee.

At the suggestion of IO staff, OCH has submitted a project budget of $52.2 million
reflecting capital maintenance and redevelopment projects that have been completed.
By using this approach, the loan wili be disbursed as a single draw of $18.7 million
which will replenish the capital reserves in order to support the 2010 Capital Works
Program.

The Financing Proposal offers OCH two options in order to secure the loan. A second
mortgage option would create a significant economic burden on the corporation as it
would require market appraisals of a set of properties, approval by current lenders and
approval by the Minister of Municipal Affairs and Housing, and/or Canada Mortgage and
Housing Corporation where titles are encumbered. This would result In significant
expenses and delays during a time of rising interest rates. It is important that OCH
proceed on the basis that OCH will provide a Corporate Guarantee and the City of
Ottawa will provide a Municipal Guarantee for this loan.

Staff have carefully identified the funds that are available to service this debt and are
confident that OCH will be able to make these debt payments over the 30 year term.
On April 8, 2010, OCH received a Term Sheet (Attachment 2) from Infrastructure
Ontario that covers all the major legal clauses. The next step is to secure a Financing
Agreement that locks the rate and terms for the loan.
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When IO provides the Financing Agreement, they will also provide a revised General
Security Agreement and a form for a Municipal Guarantee. In order to execute these
documents in a timely manner, and provide access to these funds, the Board of
Directors is requested to delegate authority to the Treasurer and the Chief Executive
Offtcer.

5. CONSULTATION

The draft Financing Proposal, General Security Agreement and Municipal Guarantee
were reviewed with legal counsel and with staff from the Housing Branch of the City of
Ottawa. This collaboration has continued to inform and support the various stages of
the loan application process, including the review and approval of the General Security
Agreement and the submission of the request to the Sharehoider for a Municipal
Guarantee for the loan.

This report was received on April 1, 2010 by the Finance and Audit Committee and the
Committee will continue to provide oversight of this loan application.

6. FINANCIAL IMPACT

OCH has applied to Infrastructure Ontario for a loan of $18.7 million which will be repaid
over a 30 year term. Based on the draft Financing Proposal that was provided by
Infrastructure Ontario, the annual debt payment (blended principal and interest) will be
approximately $1.2 million, assuming an indicative interest rate of 5.16%. A rate
change will impact the amount of funds required to service this debt. A detailed analysis -
has conflirmed the ability of the corporation to sustain this debt,
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VerNGfannantonio
Director of Finance

ATTACHMENTS

Attachment 1: Infrastructure Ontario Financing Proposal — Indicative and
for discussion only

Attachment 2: Infrastructure Ontario Loan Term Sheet
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Infrastructure COntarlg

The purpose of this mema is to propese the terms and conditions wnder which Infrastructure Ontario ["1O™} migt
partidipate in a loan to Otmwa Commamity Housing Corporation (the “Borrower”), This is not a commitmant and
should not be relied upon by the Borrower for any purpases. It represants the posison thar 10"s staiTwill take w its
Credit Review Commiittee for fissl approval which approval &5 required bafore 10 £an complete any negobiation and
which approval inay not be chtainad. Onece the Borrower hasreviewsd and Signed this docement, Infrastructure
Ontarbe staff will presant the propasal to its Credit Review Commiitiee. 1Fthe Credit leview Commitea approves this
memuo than 10 will be ahle to ksus a final term sheetwith terms and conditions appraved by the credit Review
Committes that will form the basic of a Finandng Agreement. 1f the Cradit Review Committee does not approve this
memo then new proposed tems and conditians may be proposed or disrussions with the Borrowermay be
discontinued. Additionally please confirm the acuracy of tha information an. which frastnycture Ontsrio has based
Tes assumptions.

Loan Details:

Borrower: .
Dittawa Community Housing Corparation - OCHC [tha *Borrower”).

Purpose;
Take-put Term Lnan Jor the redevelopmeant and capital maintenance projects 1o the existing Ottawa Community
Housing portfolio.

Loan Amount and Term proposed by 10 and Indicative Interest Rave:

S18,700,000 Amortizing Loan with 2 36-year tanm at an indicative inarest rate of 5.165% p-u. on A semianaval
equivalent basis as at &arch 16, 2010. The interest is on a fixed rate basis for the eatire term of the Ioan_ The loanis
repaid iz 350 equal moathly instaliments of blended principal and interest of appraximately 5102 333

The fiends shalf be advancad in ane single drawfdebanture.

Sources and Uses:

10's Terms and Conditions are based on tha following sources and usas provided tous. Please confirm the accuracy of
such information.

5 i
Use of funds
7 N 3 1|

] e
Taotak: 852,153,270 100%

stnrces of funds
Capital Rapair Grant 23 0100048 5%
Infrastructure Ontarfo ACt 2008 Grant $1J80, 758 2%
Social Housing Renovation and Retrofit 2008 Grant 5B I1230% 165
OCHC Internal Raserves and Annual Contribution 520,080,377 3%
1CY's 30-year Amortizng Loar 518,700,500 6%
ol 352,193, 470 100%




Proposed Terms and Conditions

Security;
Corpofate Guarantea from OCHE and a General Senerity Agresment on 21l the Borroveer's agsers, subjectto
existing regtstrations.

b

2 nenicipal Guarantes from the City of Ottawa ora 2™ mortgage charge gver a salect number of real estate
assers which have a net asset value ofs minkmum 85% 24TV in total,

Sueh othertypical security as may be reasonably desmed nacessary by the tendar's spliitors, acting
razsonakHy.

Cavenants for the Term Loan

Positve Covenants:
4. The Borrower shall comply in all respects with the requiremerns af any appliabia Environmental Law and shall

notify 10 mmediately of any violztion of =ny Environmental Law,

Financial Covenants;

The Borrower shall malnkain its Dabt Service Coverage Ratio at 1.1 to 1 or higher for the tarm of this
financing. This ratio zhall bz tested on an anmal basts upon receipt of the Bomower's year end andited
financizl statements. . :

*Debt service Coverage ratio is defined as net oparating sumlirs before degrectation, interest expanse, and
aliveations to the replacement reserva dividad by the sum of principal and interest payments made o sl
nterast bearing deht

Reporting requirements:

8. The Borrower shall submit to 1O:
1) awdited financizl statements svithin 280 days after the and of each fiscal year Jor the tarm of this
firancing. A separate compliznce report with detafled ciculation of regoired financal covenants shalt

be submitted conourrent)y

Conditions precedent to the first and only Advence:

The Borrower shall provide a writien certification that the profect budzet is 552,253,470 and the
capial mainkenance and radevelopment profects have bezn complated. The Certification to be signed Ly the

chair of the Board and the CEO of DCHC,

7.

8.  such other typical conditions as m3y be reasonahly deemed necessary by the i) and fts solicitors, arting
reasonzbhy.

Required Dotamentation: [to be completad hy Corporate Legal)

9. Copy of Artictes of Incorporation;



10. Certificate of Mo Litdzation {Original with Seall;

11 Geheral By-law/Borrowing By-Law [Copyl;

12 Ofifcer's Certiiste w) atsdiments (Original with Seal);

13. Borrving Resclution (Originat with Seal or Certified True Copy with Seal);

1. tepal Opinion by External Legal Counsal.

1 sceept Infrastruciure Ontario’s Finandng Proposal and would like you to proceed with the term sheet to s=ck

thie appraval of your Cradit Review Committes.

Borrmwer

Prnt Mame Sipnsture

Date

Print iNarre Sisnatire

Date

for:
GtEwa Community Housing Corporaton
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Loan Defails: e

] - Ottawa Community Housing Corporation o Appl'nID; 9134

Aroewy IR

social Housing

Quaws,Ontario . T

$52,193,470 Redevelopment and eapital maintenance projects to the existing
OCH portfolio

552,193,470 .
518,700,000 Redevelopment and capital malntenance projects to the existing
518,700,000 CCH portfalio

30-year Amnrtiz]ngr Loan

' Condition(s) Precedent (FA):
.. Non standard actiens required before signing of Financing Agreements
‘ See attached Financing Proposal signed and dated March 19, 2010,

T T IPR

- Condition(s) Precedent (Flow of Funds):
| Non stpndard actions required before funds are to be flowed S
i

* See attached Financing Proposal signed and dated M&Er}"ﬁ,"idibf'

Financial Covenants & Security:
. Man standard actions sequired of the barrower (o be included in the Financing Agreements

+ See attached Financing Proposal signed and dated March 15,2010, ltem # 2 in the
! Security section is amended as follows:

© # 2~ Municipal Guarantee from the City of Ottawa or a 2™ mortgage charge over a select
. number of real estate assets which have a net asset value of a minimum 85% LTV in total.
In the event infrastructure Ontario (“10™) will take 2™ mortgages over various real estate
assets, insurance appropriate to the risks involved will be maintained by OCH, with loss

- payable to I0. The insurance policies must show 1O as the Loss Payee. All applicable
insurance policies shail be maintained during the term of this financing.

*Disclaimer; The proposed tenms contained herein an: for discussion purposes only and shall not be enforceable against any party, and
shall have no force and effect, unless a Financing Agreement sontaining such proposed terms has been fully execsted by ull partics. This
document is confidential and must not be distritbuted w any person ot involved in the proposed transaction without the consent of
Infrastructure Ontario. Infrastrecture Catario does not aceepl any liability whatsoever fior any direct, indireer or consequential loss wrising
from any actions undertaken in reliance an anything contained in this propased lerm sheet. This pruposed senm sheel s provided on the
basis that you have the capability 1 make your owa independent evaluntion of the linancial, marker, fepal, regulstery, eredit, tax ant
accounting risks and conseguences involved in the deseribed wransaction and its suinbility for your purpnses,
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Infrastructure Ontario _ _

“Project Mgmt Covenants/Requlrements | :

. Non standard actions required of the borrower to be included in the Financing Agreements

Credit Momtormg/Reportmg Requirements:
- Required ongoing submissions to help moniter borrower's performance end adherence to covenants afier signing of
¢ the Financing Agreement

See attached Financmg Proposal signed and dated March 19, 2010.

'Required Documentation: .

Al decumentation required from the client prior ta execution of the Financing Agreement
b

_Ses attached Finencing Proposal signed and dated March 18, 2010.

Approved:

QL Aol /2o

David Gossen, V:ce—PreSldent Date
Treasury and Risk Management

*Disclaimer: The proposed terms contained herein are for discussion purpases only and shall ant be enforcesblz against nny porty, and
sholl have no foree und effect, unless a Financing Agreement containing such proposed terms has been fully executed by af) paries. This
document §s confidential and must not be distriboted i0 any person nol involved in the proposed trmnsaction without the consent of
Infrastruciure Ontards. Infrasiruciore Cutario does not accept any liabilisy whatsozver for any direet, indirect or consequential loss arising,
from any actions undenaken in reliapee on anything contained in this proposed tenn sheet. This proposed term shoet is provided on the
hasis that you have the capability to make your owa independent evaluation of e financial, market, lego), regulnlory, eredit, sax and
aucountiag risks and consequences invelved in the described tmnsactien and its svitability for your pumpnses.
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Acceptéd:
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Infrastructure Ontarlo

Print Name

Date

Signature

Print Name

Date

For:

Signature

Ottawa Community Housing Corporation

“Disclaimer: The proposed terms comained herein are for discussion purposes anly and shall not be enforceable againsl any party, and
shall have ne foree and effect, unless a Financing Agreement contuining such proposed teoms has been fully execated by all parties. This
document is confidential and must not be distributed o any person not involved in e propased transaction without the consent of
Infrastructure Ontaro. Infrastructure Ontarin does not acespt any liahility whatsosver for
from any netions usdertaken in relinace on anything contained i
basis that you have the cepability o make

acepunting risks and consequences invotved in the deseribed transaetion and its suilabilily for your puepusus.
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any direet, indireet or consequential loss arising
this propused lesm shees. This proposed rerm sheet is powided on the
your awn independent evaluation of the faacial, marker, legal, regulatory. credit, tax and



