REPORT
General Committee

DATE:

December 7,2009

REPORT TITLE: CHAPELVIEW APARTMENTS UPDATE - FINANCING REQUIREMENTS,
CITY OF BRAMPTON, WARD 3
FROM:

Janet Menard, Commissioner of Human Services

RECOMMENDATION
That Capital Project 03-5001 Chapelview Apartments, i n the amount of $40,356,000 be
increased by an additional $1,550,000 for a.combined total budget amount of $41,906,000
(excluding applicable taxes);
And further, that funds i n the amount of $100,000 be redeployed from Capital Project
08-5016 Leeding the Way t o Capital Project 03-5001;
And further, that the proposed financing plan for Capital Project 03-5001 be approved as
detailed in the report of the Commissioner of Human Services, dated December 7, 2009,
titled "Chapelview Apartments ,Update - Financing Requirements, City of Brampton,
Ward 3".
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75 per cent complete and occupancy is expected for April 2010
The building is expected to achieve LEED Platinum designation for environmental
excellence in building design
Several upgrades in materials and food donations have been provided through the
corporate sponsor program
Financial pressures have occurred in the development of the project resulting in an
increase in gross capital costs of $1,550,000

DISCUSSION
I.Background
On August 14, 2003, Council approved the Region of Peel's participation in the Provincial
Community Rental Housing Pilot (CRHP) program. Under the terms of the CRHP, Council
further approved a construction contract to Martinway Contracting Limited. Martinway
Contracting Limited had earlier submitted a proposal for a 200-unit SeniorsISingles
apartment complex in downtown Brampton, in response to the Region of Peel's request for
proposal through Document 2003-41 6P. The initial report's primary objective was to meet a
provincial government program deadline.
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On September 18, 2003, Council approved a clarifying report for the long term financing
portion of Capital project 03-5001 Chapelview Apartments in the amount of $20,809,425,
and providing for a total capital budget of $25,855,675. Approved funding for this project
from the CRHP program, the Social Housing Reserve Fund and internal long-term financing
was further clarified.
On September 9, 2004, Council approved the incorporation of a municipal parking garage
into the Chapelview residential project. Council further authorized entering into a
Memorandum of Understanding with the City of Brampton to provide the basis for moving
forward with the combined project.
On March 9, 2006, Council further authorized the execution of the Provincial Contribution
agreement required to receive funding from the Province under the CRHP program. The
primary objective of this report was to meet a provincial government program deadline and
to identify an additional $2,850,000 funding from the CRHP program for a new total of
$5,800,000.
On May 18, 2006, Council approved the capital budget increase for Capital Project 03-5001,
Chapelview Apartments, to $40,356,000 to include the municipal parking garage. The
report also authorized the solicitation and acceptance of private sector contributions and set
out the conditions and interests associated with the permanent subsurface easement.
2. Development Progress
To date significant progress has been made developing the Chapelview project.
Construction is over 75 per cent complete and is on target for occupancy in April 2010.
Martinway Contracting Limited has received tremendous support from corporate sponsors
providing goods and materials that has significantly increased the quality and value of the
building and will in turn improve the quality of life for our residents.
Further progress has been achieved under the corporate sponsor program to obtain the
Leadership in Energy and Environmental Design (LEED) Platinum designation. This is the
highest rating possible under the industry standard used to measure environmental
excellence in building design. This significant accomplishment supports the Region of
Peel's long term environmental and operational objecthes, and brings profile and
opportunity to market our building in a unique and modern way.
The project has achieved several major milestones and staff has worked very hard to find
efficiencies and incorporate cost saving measures wherever possible, while attempting to
work within the original contingency. However, due to various factors beyond the control of
the Region and the contractor, significant financial pressures have occurred in the
development of the project resulting in an increase in gross capital costs of $1,550,000.
The previous increase in funding from the Ministry of Municipal Affairs and Housing was
used to assist in offsetting commodity increases in order to meet the program objective of
providing the most "affordable" rents possible. Meeting this objective has become
increasingly difficult due to various factors including: the economic downturn resulting in a
shortfall with the corporate sponsorship program, contractual issues due in part to City of
Brampton requirements and ongoing land claims and real estate negotiations which are
expected to be completed shortly.
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Compounding this, Hydro One recently approached the Region to discuss a second
easement that is required to relocate service lines to serve our project as well as
surrounding buildings.
Typically, additional costs related to construction of the building would be absorbed by the
developer through the modified turn-key agreement. In the case of Chapelview there are
several costs that fall outside of the agreement (costs not known at the time of signing the
agreement) hence the developer cannot be held responsible for them. Many of these items
are cost shared items that are still being negotiated with the City of Brampton as a result of
the partnership to build the underground municipal parking garage.
In summary, these costs include (noted in the following chart as Change Orders and Safety
Items):

e

e

Site safety conditions - including paving of surrounding environs, lighting
Equipment upgrades - including additional fire sprinklers, variable speed water pumps,
building furniture
Underground parking safety - including "Code Blue," C C W
Accessibility features - including Universal Accessibility features

Additional upgrades and repaving of surrounding lanes are conditions that were required for
Site Plan approval as set out in the Site Plan Agreement between the City of Brampton and
Region of Peel dated May 30, 2007. The specific upgrade requirements were not detailed in
the site plan agreement and staff was not able to obtain a suitable cost estimate from the
developer prior to the last report to Council. Given that this is an infill project in a key redevelopment area, it is recommended that the Region participate in ensuring that the
surrounding area is improved to reflect the established neighbourhood standard.
Staff have analyzed outstanding costs and compared the total development cost of
Chapelview with other regional projects. The cost increases are in line with other projects
and remain below the identified cost per unit ranges for construction within the Region. In
staff's opinion these figures represent a fair value considering the quality and content of the
building materials compared to other projects.
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The cost increaselcost recovery summary is as follows:
Category
Change Orders

Total Amount
$

433,000

580,000

Corp. Sponsorship
to attain Platinum
LEED

Estimated
Comments
Recoveries
$
227,000 City of Brampton change
orders that the Region will be
recovering via progress
payments
300,000 FCM funding that the Region
will have to claim after Iyear
of operations substantiating
the required energy savings.

Safety Items

70,000

-

Land Claims and
Settlements
Contingency

67,000

-

Total

$

Additional money
request with no
potential recovery

190,000 Parking control equipment

400,000
1,550,000

$

717,000

$ 833,000

In order to complete the project, the Region must continue a payment process that pays out
all of the required funds up front and work through a process to recover the funds upon
completion of the project. For the most part, this is a straightforward transaction however,
as noted later in this report, some of the funds related to the corporate sponsorship
program and the Federation of Canadian Municipalities (FCM) have eligibility terms and
conditions that will need to be met to ensure recovery. This approach has been positive as
additional funds and support have been gained through this leveraging process.
LEED Platinum UpdatelCorporateSponsorship Program
As has been previously reported, Martinway, through its corporate sponsorship program
has been actively soliciting sponsorship to obtain LEED Platinum status for Chapelview.
Once accredited, Chapelview will be the first affordable housing project in North America to
achieve the highest industry recognition for environmental standards and sustainability. In
a plaque ceremony earlier this year, Council heard of the efforts that Martinway was going
to in order to achieve this standard. Based on credible modeling, LEED Platinum status will
result in the following:
0

Annual energy cost savings in the range of $100,000-$150,000 which can be reinvested
for other social housing purposes once the capital investment in LEED is repaid,
Increased quality and durability of materials resulting in longer product life cycles and
reduced operational and capital expenditure,

0

Improved resident well being as a result of a state-of-the art ventilation system,
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Reduced greenhouse emissions and a reliance on products that are renewable and that
offer a reduced carbon footprint, and
The corporate sponsorship program has also moved beyond simply attaining LEED
Platinum status, but one sponsor will be providing food to all 200 units.

Since its inception, Martinway's corporate sponsorship program has resulted in
considerable cost savings and added value for the Region and our clients. To date,
Martinway has reported receiving just over $2,000,000 in sponsorship for Chapelview
through this program. Discussions with additional sponsors are ongoing and it is
anticipated that an additional $500,000 will be raised by the time the building is opened.
When first establishing the corporate sponsorship goal for Chapelview in 2004, Martinway
was confident that its targets would be met. As the impacts of the economic slowdown
began to be felt, it was clear that achieving the sponsorship targets would be compromised.
Quite simply, most sponsors are prepared to assist but cannot contribute what they
promised. As this building is nearly complete and most elements have been installed and
paid for, it is recommended that the Region provide an up front contribution of $580,000
that will ensure achievement of LEED Platinum and subsequent accreditation.
As noted, these funds are expected to be recovered through operational savings. To
ensure that saving opportunities are realized, staff will work closely with residents to inform
and educate them as to how to effectively utilize the energy saving features in their new
home.

FINANCIAL IMPLICATIONS
The budget for Capital Project 03-5001 will be increased by $1,550,000 to $41,906,000 to
reflect the increase in change orders and site conditions and the partial loss of corporate
sponsorship due to the economic downturn.
The increase in capital costs of $1,550,000 will be partially offset by the estimated recovery of
$227,000 from the City of Brampton for requested change orders. There is also the potential for
additional recoveries of $490,000 of which $300,000 is for meeting specified energy reductions
and the remaining $190,000 is for parking control equipment which is currently being discussed
with the City of Brampton. These recoveries would result in a net increase in request for
funding of $833,000. If the potential additional recoveries of $490,000 are not realized, there
will still be a remaining balance of $1,323,000 to be financed.
On May 22, 2008, Council approved the establishment of project 08-5016 (Resolution 2008612) to provide grant funding to social housing projects that meet LEED certification. Staff
propose that Council approve the redeployment of $100,000 from Capital Project 08-5016
Leeding the Way to Capital Project 03-5001 Chapelview Apartments. The purpose of this
redeployment is to partially offset the financial impact of the reduced corporate sponsorship.
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Chapelview will be the first energy efficient social housing project in the Region of Peel. The
project is expected to achieve the LEED Platinum level upon its completion. In early 2009, the
Region of Peel applied for and received conditional approval from the Green Municipal
Corporation (GMC) to receive financing from the Green Municipal Fund (GMF) for the
Chapelview project subject to meeting the program requirements. GMC is a not-for-profit
company created and owned by the FCM. The GMF provides low-interest loans and grants to
build capacity and share knowledge to support municipal governments and their partners in
developing communities that are more environmentally, socially and economically sustainable.
The conditional approval under the GMF program includes program financing in the form of a
$2 million below market interest loan and $300,000 in a grant. The loan will be disbursed in
one payment at project completion, provided that the project is implemented as described in
the application to GMF. The amortization period would be 40 equal semi-annual blended
payments of principal and interest over 20 years. The interest is a fixed rate based on the
Government of Canada benchmark bond rate for the same maturity, quoted by the Bank of
Canada at or close to the time of disbursements minus 1.5 per cent. Interest is accrued and
payable semi-annually in arrears.
Based on the Government of Canada benchmark 20 year bond yield on December 9, 2009, the
borrowing rate was 2.46 per cent compared to 4.9 per cent, the internal borrowing rate with the
Region which was approved by the Regional Council on May 18, 2006 (Resolution 2006-480).
The low interest borrowing rate will result in an estimated $615,000 savings over the 20-year
period. Grant funds will be disbursed after one year of operations and after third party
verification of direct environmental results. The actual reduction in energy consumption has to
be at least 40 per cent.
Chapelview is a pioneer energy efficient housing project. No historical data is available to
confirm the energy consumption other than the feasibility study in simulation modeling. To be
conservative, staff recommend applying the grant to reduce the internal borrowing when the
grant is received in the future rather than including the $300,000 grant as an external recovery
in the budget.
In order to receive the FCM loan, the Region is required to issue debentures as security for the
loan. A report detailing the necessary financing arrangement and debenture by-law will be
provided to Council at a later date.
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Funding for the project is summarized as follows:
Financing Source
City of Brampton
Recovery
Community Rental
Housing Pilot (CRHP)
program
R1285 - Housing Policy
and Programs Working
Fund
R1160 - New
Development Reserve
Redeploy from Capital
Project 08-5016; funded
by New Development
Reserve R1160
R1030 - Internal
Borrowing
Loan from FCM
Total Financing

Approved
Capital Project
Financing
$8,697,000

Revised Capital
Project Financing

Increasel(Decrease)

$8,924,000

$227,000

5,800,000

5,800,000

0

4,962

4,962

0

2,836,326

2,836,326

0

0

100,000

100,000

23,OI 7,712

22,240,712

(777,000)

0
$40,356,000

2,000,000
$41,906,000

2,000,000
$1,550,000

The Community Rental Housing funding will be disbursed during the development and
construction phase of the project which reduces the need for interim financing. The Region is
liable for the repayment of the full amount of the funding of $5.8 million if at any time over the
next 20 years the project does not meet the terms and conditions of the agreement under the
program. As a result, the Community Rental Housing funding cannot be used to finance the
project until all the facilities provisions detailed in the contribution agreement with the Ministry of
Municipal Affairs and Housing have been met. For accounting purposes, the funding will be
recorded as Deferred Revenue when received with internal borrowing being used to bridge the
financing requirements until the Deferred Revenue can be recognized.
During the construction phase of the project, any accrued interest will be rolled into the final
financing amount. On the date of building occupancy of the project, the total amount of
financing shall convert to an amortizing loan. Although the amortization period for the internal
loan is 35 years, the loan is fully open and can be repaid earlier without penalty.
The proposed financing plan will reduce the borrowing from Regional reserves and provide
financial savings with an external below market borrowing rate. Staff will continue to work with
the CFO to explore other potential funding mechanisms and report back to Council if other
potentially viable options are identified.
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CONCLUSION
By far, Chapelview remains one of the most unique and high profile projects in the Region's
affordable housing portfolio. Not only has this project contributed to the ongoing revitalization of
Brampton's downtown, it has also earned the Region significant profile for its partnership with
Martinway Contracting and the potential attainment of LEED Platinum status. Additional cost for
this project has arisen as a result of a number of factors which for the most part were not
anticipated and related to the underground parking structure or the surrounding site. As
indicated in this report, many of these costs are recoverable and will be repaid to the Region as
part of a cost share agreement with the City of Brampton or through the receipt of a grant from
FCM. In the meantime, up front funding is required to fully complete this project in time for the
April 2010 opening.
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