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Introduction

The 32-hectare Blue Bonnets Hippodrome site in western Montreal is a highly coveted lot of

land in the city’s landscape. Located near the juncture of the Côte-des-Neiges and

Notre-Dame-de-Grâce neighborhoods, both of which have high proportions of low-income,

unhoused and immigrant populations, the site is ideal for a social housing project which would

meet a large share of the city’s permanently affordable housing requirements.

The following report outlines the financial analyses for a development plan proposed by

McGill’s Master of Urban Planning students. The project focuses on creating a dynamic

community with a total of 6,721 units of subsidized, affordable, and market rate rental

housing units, as well as a number of limited equity units. It will include communal and

community-owned assets such as social and commercial spaces, parks and gardens,

biodiversity corridors, community amenities, and more. The community shall be developed,

and will continue to operate under the stewardship of a community land trust (CLT) whose

ultimate aim will be to make the Hippodrome home to a permanently affordable and thriving

neighborhood. The development will be constructed over the course of 20 years, and the

report discusses the operational finances incurred by the CLT over the course of 35 years.

This report delineates the financial stakes of the CLT, various levels of government, and/or

other entities. A development budget with the CLT as the prime developer has been drawn up,

and a summary of all operational revenue sources and expenses follows. While the financial

costs of this project may be high, the socio-economic and political benefits of such an

undertaking are indubitable. It can be realistically hoped that the Hippodrome affordable

housing project will serve to not only meet the city’s growing needs for permanently

affordable housing, but also as a basis for other such projects in North America.
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Finances in Brief

$3.9B
Total Development Cost

6,721
Total Units

15%
1-bedroom

units

20%
2-bedroom

units

45%
3-bedroom

units

20%
4-bedroom

units

25%
Subsidized

Rental

40%
Affordable

Rental

15%
Market-rate

Rental

20%
Equity

Ownership

Figure 1. Development Costs and Financing
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Figure 2. Financing Sources Figure 3. Annual Revenue and Expenses
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Definitions
Affordable rental housing, as defined in the purview of this project, is housing which costs

30% of the median pre-tax income in its local context, to rent.

Construction cost refers to the total hard costs of work borne by the owner/developer to

construct all the structures, like buildings and other amenities, that make up the project. This

includes costs of materials such as concrete, steel, wood, cement, tilework, cabinets, plaster,

paint, etc., and labor. It also includes construction management fees, coordination and

procurement fees and taxes, but excludes the costs of land and its development, as well as

soft costs such as fees owed to the architect and other consultants.

Construction loan is a financial loan that aids in covering the construction expenses of a

project, and is often repayable with an added interest rate.

Co-op or a housing cooperative is a legal entity which owns one or more residential units

where tenants or equity owners involve themselves in the organization, maintenance,

governance and other activities of the community.

Development costs is the sum total of hard costs, soft costs, land cost, and other

expenditures, including onsite and offsite improvements, required to complete the project

across all phases.

Equity, in financial terms, refers to the ownership of an asset like land or housing. Equity

accrues over time for homeowners, as they pay off their mortgage.

Expense refers to the money required for something. In the case of housing development,

this includes development costs, taxes, operation and maintenance costs, etc.

Financial viability is the financial and operational ability of a project to meet operational,

maintenance and other expenses with the income generated.

Forgivable loan is a loan amount that either does not need to be paid back, or is eligible for

deferral of repayment, as long as stipulated conditions and terms are fulfilled and maintained.

Gross Floor Area for an apartment unit is the proportional measure of total area of building

envelope (excluding shafts, terraces, walkways, steps, roof-overhangs, etc.) measured from the

exterior phase of exterior walls. It includes the net floor area of apartment units, and other

usable floor areas like corridors, foyers and basements.

Hard costs are those associated with the physical construction of structures that make up the

project, i.e., material and labor costs. It does not include taxes, fees, and other soft costs. It is

calculated as the product of quantity of material (or man hour for labor) and the cost per unit

of material (or man hour).

Inflation can be defined as the “general increase in prices and fall in purchasing value of

money”.

Inflation rate refers to the rate at which inflation occurs, i.e., the rate at which price for goods

and services rise/fall, and/or the rate at which money loses its purchasing value in the local and

international context.

Maintenance cost is the monetary cost incurred to carry out maintenance works, such as

repairs or upgrades, over the operational life period of a construction project.

Market rate is the price charged for a good or service in the local free market.

Market-rate housing refers to any type of publicly or privately owned housing that is rented

or sold at the current local market rates.
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Mortgage is a legal agreement between a lender and borrower wherein money is lent to the

borrower for purchasing an asset, where failure to repay the debt (capital borrowed +

interest charged) would result in the lender gaining possession of the asset.

Net Floor Area is the measure of liveable floor area within an apartment. It consists of

interior floor space of a unit and excludes walls, pillars, cabinet space, terrace/roofs, etc.

Operational/Operations cost is the monetary cost incurred to carry out the operational and

management services of a project. Operational costs include salaries for staff, water and

electricity charges for shared spaces, building insurance costs, taxes, etc.

Private loan is a loan given by a bank or private mortgage lender to help cover the upfront

expenses and capital costs.

Programming budget is the annual budget allocated to the CLT’s operating entities to carry

out programs and activities for the residential community. Some of the programs planned

include mental and community health programs, senior and childcare services, legal and

immigration services, linguistic services, placemaking, recreation programs, climate

resilience programs, etc.

Property tax is an annual tax paid by the owner of a property to the municipality or other

governing body, and is calculated as a percentage of the value of the property, i.e., property

value.

Property value is the estimated fair market value of a property which may be slightly higher

or lower than the value at which the property would sell. It includes the pessimistic valuation

of the land, building and other immovable structures on the site. It takes into account the size

and desirability of the property and is subject to changes in the market.

Rental revenue is the revenue/income generated by renting a good, like housing, over a

specific period of time.

Repayable loan is a loan (amount of money lent) to someone under the agreement that the

sum will be repaid within a stipulated period of time.

Reserve fund is money set aside annually for major maintenance, renovation and repair works

that will be required at a later stage in the project’s operational life (typically at the 25-year

mark).

Revenue is the total amount of monetary income generated by the sale, trade or rental of a

good or service over a specific period of time.

Social housing or subsidized housing is any type of rental housing owned by a governmental

entity and/or a non-profit organization with the aim of providing housing that is affordable to

lower-income residents of the neighborhood through subsidies. Tenants typically pay a rental

amount equal to a proportion of their household income, with the government paying the

difference (between chargeable rent and rent payable by the tenant) through rental subsidies.

Unlike affordable housing, tenants of social housing often need to undergo an official

application process and fulfill all eligibility requirements.

Soft costs include the “hidden costs” such as those associated with obtaining building permits,

filing paperwork, engineering and architectural fees, legal and accounting fees, taxes,

construction insurance, security, property maintenance, etc. For a preliminary project budget

estimate, these are calculated as an additional 25% of estimated hard costs.

Abbreviations and Acronyms

CLT: Community Land Trust, CMHC: Canada Mortgage and Housing Corporation, NHS:
National Housing Strategy, PSL: Programme supplément au loyer, PHAQ: Programme

d'habitation abordable Québec, MLI: Mortgage Loan Insurance, sq.ft: square foot or square

feet, sq.m: square meter
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Approach

Two broad guiding approaches were taken in completing this project. The analysis was an

iterative process where the numbers and proportions of units were repeatedly adjusted

until a viable model was arrived at (see figure 4). In doing so, 50% of non-rentable ground

floor flex space was converted into 300 new units, all of which are slated to be sold as equity

ownership units, thus increasing the proportion of equity units to 20%. The same process

was also applied ascertaining the various funding sources and estimating the sum of grants

and loans that the project could acquire from different sources.

Figure 4. Project approach flowchart

The second approach that guided the project methodology was to considerably simplify the

financial model, whilst still accounting for all major components. As the project is still in its

preliminary design stages, construction phasing was considered to be proportional to the

total number of residential units, commercial space and parking facilities, built over a period

of 20 years where the first two years would be dedicated to project mobilization and site

preparation with no actual construction. To simplify the calculation of loan interest and

repayment, it was assumed that the interest would be calculated as a simple interest and

repayment would occur in equal installments throughout the loan repayment period which

varies depending on the loan source.
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Assumptions

A number of assumptions were made to produce the figures in the model. While the

numbers themselves can be found in the attached sheets, this section will briefly cover the

key sources and methodology. Where specific numbers were concerned, they were either

derived from guidebooks, similar examples, or upon advice from contacts in the industry.

In nearly all cases, some inflation was assumed, which ranged from 1% to 5% depending on

the input. It is important to note that over a 35 year time frame, it is nearly impossible to

predict this figure with much confidence. Therefore, rates were assigned largely based on

best educated judgments on what to expect.

Property Tax Exemption
Of particular note is the expected increase in property value that would increase the tax

burden on the site, which would constitute a substantial proportion of expenses. While

Montréal currently does not exempt any properties from property taxes, there are several

precedents across Canada where property taxes were waived for social housing and other

similar philanthropic projects. The Ontario Assessment Act (section 3, sub-section 1)

exempts land and property owned by philanthropic organizations, municipalities, charity

organizations, senior and child care centers, etc. from property taxes. Similarly, in the City of

Regina, Saskatchewan, affordable and social housing units and buildings are also exempt

from property taxes for a certain period of time. Thus, it is assumed that Québec and the

City of Montréal would follow suit, and allow a waiver of property taxes for a project which

attempts to meet the city’s affordable housing needs with such a large proportion of

permanently affordable apartments. In line with this assumption, property taxes have been

deducted from the CLTs annual operational expenses.

Land Donation
The Blue Bonnet’s Hippodrome site is currently unoccupied and is a financial drain on the

city. As most federal and provincial housing policies and schemes are conditional upon

municipal contribution, it is hoped that the city would donate the land for execution of this

project, thereby absolving the CLT of the financial burden of purchasing this land. Moreover,

the city current;y spends millions of dollars purchasing and renovating old buildings to meet

the city’s growing affordable housing needs. Ergo, this project shall save the city money in the

long run while also contributing significantly to the city’s affordable housing goals.

Reserve Fund
As operations are underway for this development project, the reserve fund builds to a sizable

amount worth millions of dollars. It is thus assumed that the CLT, as a way of increasing

revenues, will earn a standard bank interest of 2% on the reserve fund annually.

The tables in the following pages summarize other assumptions and ways in which values

were determined.
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1. Revenue

1.1. Housing

Rent: Market Rate Rental prices were based on market research conducted by other

collaborating teams. Current market rental rates in the CDN-NDG

neighborhood for similar properties is higher than the CMHC 2021

Rental Market Report values. Thus, market rental rates for this

project were fixed at 50% higher than CMHC 2021 rental rates. It

is important to note that these rates are still comparatively lower

than rents charged in newly constructed condominiums.

Rent: Subsidized These types of units will have a net rental rate equal to that of the

affordable rental rate discussed below. While rent will ultimately

be 25% of tenants’ income, following some generalization and for

ease of calculation, it is assumed that 40% of the rent will be borne

by the tenant, and the remaining 60% shall be covered by the

provincial Rent Supplement Program (PSL), or its equivalent.

Rent: Affordable To ensure that housing units in this project will be permanently

affordable, affordable rental units will have a rental rate that

equals 30% of pre-tax median income in the neighborhood. This

value equates to roughly 90% of the market rental rate set for this

project, and aligns with the Montreal standard for affordable

housing.

Equity: property sales The selling price for equity ownership units was calculated as the

total development cost (hard cost + soft cost) for the unit, with a

15% markup. This goes towards covering development costs with

the 15% put towards the CLT’s reserve fund for major renovation,

and other expenses. This price roughly correlates to, but is still

lower than, current market selling prices for similar units.

1.2. Commercial

Lease: Market-Rate Rental rate charged per square foot for this type of space was

based on comparable units in the area.

Lease: Affordable This represents 75% of the market rate for commercial units.

1.3 Bank interest on
Reserve Fund

See section above. It is assumed that the CLT will receive a

standard bank interest of 2% on the reserve fund.

2. Expenses

2.1 Interest

Private loan A typical private loan charges an average of 5% interest on

principal amount. This was arrived upon through market study and

on recommendation of industry professionals.

CMHC loan Considered as 2% on the principal amount based on analyses of

CMHC loan schemes.

Private loan with MLI
backing

With CMHCs Mortgage Loan Insurance (MLI), private loans for

development of projects with social/environmental outcomes will

be insured by CMHC for a low interest rate of about 1%.

2.2 Reserve Fund Annually, 10% of operational revenues will be set aside for major
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renovation work expected 25-years after construction. As of year

25, the reserve fund adds up to $316 million which will cover

renovation costs for the buildings. As construction is phased over

20 years, properties constructed in year-20 will only need to be

renovated by year-45 during which time the reserve fund will have

grown. Under the CLTs discretion, the percentage of annual

revenue set aside as a reserve fund may be increased in later years.

2.3 Insurance Following a market study of prevalent building insurances,

insurance premiums on similar projects, and consultation with

industry experts, this value was fixed at 0.06% of building value per

year.

2.4 Management

Salaries A value of $1.5 million per year (later adjusted for inflation)

payable to employees of the CLT.

Professional fees This assumes that a yearly audit will be performed as well as the

occasional need for legal consultations. The final figure is based

upon recommendations from industry experts.

Fixed costs This was based on the costs reported by the Champlain Housing

Trust, a project similar to the proposed project.

2.5 Maintenance This was derived from data reported by Strawhomes.

Programming Budget An annual budget of $400k which will go towards covering a

portion of costs to carry out various social interest activities and

programs within the community. These costs can further be

supplemented by various public programs (refer report by Team

Social Infrastructure).

Taxes This is the standard Montreal property tax applied to the

estimated property value. Land value was determined through

comparisons to similar buildings, and building value was set as its

construction price. It is assumed that this amount will be waived

(see section above).
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1. Project Overview

This section presents an overview of the financial feasibility of the Hippodrome development

project with a breakdown of units by unit-size and tenure structure, commercial by rent

chargeable, the development phasing, and a summary of the financial model.

1.1 Land use plan
The plan includes residential, commercial and parking space, as well as other communal and

community owned public facilities. The residential portion consists of 6,721 units, and the

typological breakdown can be found in Figure 5. Within each tenureship category, the

following unit types will be available: 15% one-bedroom, 20% two-bedroom, 45%

three-bedroom and 20% four-bedroom.

Rental prices charged by tenure-type for each unit type are elucidated in Figure 6. 20% of

the total residential units will be sold as equity ownership units at prices listed in Figure 7.

Figure 5. Housing Models

Figure 6. Monthly Rents of Housing Models by Unit Size on Year 1

Figure 7. Equity Value of Ownership Units
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Commercial spaces will be located on the ground floor of mixed-use, mid-and high-rise

zones. Two types of commercial leases are proposed on the site: a traditional commercial

lease and a Social Economic Space Affordable-Lease (see figure 8). Traditional commercial

spaces will be leased out at market-rate rents and occupy 30% of the ground floor mixed-use

area. The social economy zone will levie affordable rental rates fixed at 75% of market-rate

rents for commercial space. This type of commercial space will occupy approximately 20% of

the total ground floor area.

Figure 8. Breakdown of Commercial Spaces

The construction cost and operation plan for underground parking are shown in Figure 9.

There will be 3,000 spots on the site; 80% of which will be designated for residents and the

remaining 20% will be allocated as visitors’ parking. The parking fee for residents is $250 per

month per spot; whereas the visitor’s parking fee is $3.5 per hour with a daily cap of up to

$20 maximum.

Figure 9. Underground Parking and Operating Plan

The site will also feature various public services and infrastructure like schools, community

centers, libraries, roads, greenhouses, gardens, and energy infrastructure. The costs

associated with these facilities and institutional buildings shall be borne by governmental

entities or covered by existing public schemes. They are therefore not accounted for in this

cost analysis.

1.2 Development phasing

The expected time for completion of construction on this site is twenty years, where the first

three years will be pre-construction and initial construction periods (see figure 10). The

construction of all types of housing models and commercial space will commence slowly in the

third year and enter full swing the following year. Occupancy of the first few units can

commence in Year-4. In the years following, housing will be built proportionally throughout

the proposed project time frame.

Construction of equity units will be finished first over the next ten years with an estimated

completion date of Year-12. Market-rate rental units will be built for another three years until

the end of Year-15. Subsidized and affordable housing units, as well as commercial and parking

spaces are expected to be completed over the full construction time span of twenty years. As

shown in the table, 212 units will be built in Year-3. 470 units will be built each year between

years 4 and 12. In the final 7 years, fewer units will be built as construction comes to an end.

Figure 10. Construction Phasing
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1.3 Financial feasibility study structure

This feasibility study is fundamentally based on an equation of cost, revenue, and profit. The

Hippodrome affordable housing project aims to strike a balance and remain permanently

affordable rather than perpetuate profitability. Thus, the model adheres to the following

basic equation, illustrated in Figure 11 below:

Figure 11. Components of the Financial Analysis

The three main components in this analysis are cost, revenue, and subsidy. Capital cost and

operating cost constitute the cost component. Revenue will be mainly drawn from residential

and commercial monthly rents. The subsidy stream covers possible resources and

supplements from the public and the third sector.

Figure 12 below illustrates payments, returns, and subsidies taking place at different stages of

the development and operational period. The planned construction phase is set to take 20

years. Parallel to each other are revenue and expenses; revenue and expenses begin after the

commencement of residents’ occupancy in the fourth year. The revenue model considers a 2%

vacancy allowance, and annual rent increases at 2.5%. In estimating expenses, components like

repayment of loan principal and interest, insurance, management, operating fees, etc. are

accounted for.

Figure 12. Development Timeline

Lastly, In the subsidy component, resources from government and social investors are

considered. Subsidy types include capital subsidy in the pre-construction and construction

period and rent supplement programs in the long-term operating stage.
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2.  Development Costs

Development costs include the construction costs and interests related to the project.

Construction costs include the hard and soft costs as follows:

● Gross floor area of residential units for buildings of 6 storeys or less;

● Gross floor area of   residential units for buildings of 7 storeys or more;

● Gross floor area of   mixed spaces (commercial and community) located on the first

floor of residential buildings;

● Soft costs: estimated at 25% of the subtotal, these costs include permits,

administrative fees, professional fees and taxes. This is a rough estimate and will

depend on the construction approach;

● Contingency fund: estimated at 5% of the sub-total, this fund will be used in case of

emergency during construction;

● Land costs: it should be noted that no costs associated with the land have been

included, given the assumption that the land would be donated by the city and that

no decontamination seems necessary.

Estimates are based on a cost per square foot sourced from the 2022 Altus Canadian Cost

Guide for the greater Montreal area. The highest cost for the region was used, plus a 5%

markup to reflect the likely increase in construction costs in the coming years. Given the

difficulty of finding a reliable average cost per square foot for the first floor of mixed-use

buildings, the price of office buildings was used, which is slightly lower than residential costs.

Finally, to determine the development costs, the amount of mortgage interest due — based

on the initial financing — is thus added to the construction costs (detailed in figure 14).

Figure 13. Gross Floor Area and Construction Cost by Type

Figure 14. Breakdown of Development Costs
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3. Revenue & Expenses

The following section discusses the operational revenue and expenses incurred by the CLT

over the 35-year operational period.

As the project completes its construction phases and commences tenancy and operations,

cash revenue comes in through various rents and subsidies. However, the CLT will also have

numerous expenses such as repayment of construction loans (including interests), taxes

(which would presumably be waived), building of a reserve fund for major renovations,

annual maintenance charges, and property insurance.

With construction commencing in the third year, building insurance costs need to be borne

by the CLT for the proportion of buildings constructed during this year. As of Year-4, revenue

is generated through sale of equity ownership units and rental income for residential,

commercial and parking spaces. 10% of this revenue will be set aside as the reserve fund for

major renovation which will occur after 25 years.

Sale of equity units shall continue until Year-13, following which a drop in revenue can be

observed (see figure 15). Between years 8 and 17, the CLTs expenses will exceed that of

revenue as the bulk of development loans are repaid. As of Year-18, repayment of certain

loans, such as the estimated private loan, will be complete, and revenues shall begin to

exceed expenses.

Construction of all residential, commercial and parking components will be completed by the

end of Year-20, and all loans will be repaid by Year-30. During this time, the gap between

revenue and expenses will widen with revenue far exceeding expenses. It is assumed that the

extra revenue will be used to repay the municipality for operational assistance or any

operational loan that may be taken, until Year-28 where the CLT will have paid off any and all

financial aids (see appendix). Between years 28 and 35, with extra revenue coming in, the CLT

will have considerable capital at its disposal, which may then be diverted to other social

housing endeavors within the city. As of Year-35, it is estimated that revenues will be as high as

$346 million, with $66 million in expenses.

Figure 15. Revenue and Expenses Projections — 25 Years
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4. Financing

In order to create as many affordable housing units as possible, this project will explore

financial support from a variety of sources. The proposed development is composed of a mix

of market rent rate units, affordable units, rent-geared-to-income units, and affordable

homeownership units. And as such, it is important to be mindful that each of these will be

eligible for different funding opportunities. Nonetheless, the project is eligible for financing

from all levels of government, particularly with the help of these programs mentioned in this

section.

The units are comparable to community norms in terms of floor space and amenities; the

proposed rents are lower than the current average market rent for the Cote des Neiges

neighborhood (CMHC) even considering that the units are brand new. The NHS prioritizes

the creation of units at affordable rent, with preference given to rent-geared-to-income. This

is evident in the abundance of resources that are most readily available for subsidized and

affordable rental housing. Comparatively, it is safe to anticipate that it’s going to be more

challenging to secure funding for market-rate rentals and co-ownership units. Figure 16

shows the proposed tenure models and which funding sources each is eligible for.

Thus, the project will leverage other conventional as well as unconventional sources. As per

typical development procedure, construction loans will be acquired from financial

institutions, such as BMO, that have expressed interest and financial commitment towards

affordable housing and infrastructure projects that increase access to housing and promote

economic development. The financial analysis accounts for considerably high bank interest

rates, especially compared to those of CMHC’s. In the long run, the co-ownership model is set

to generate funds as units are sold off. Consequently, the 15% “profit” made from unit sales

will go towards the reserve fund and to fulfill other expenses such as loan repayment.

Notably, provincial and federal funds are generally supportive of covering a great percentage

of capital costs involved in the development of affordable housing (see Figure 17). Assistance

Figure 16. Tenure Models and Eligible Funding Sources

from the Quebec government will be available for low-income households to live in

private-sector rental dwellings or dwellings belonging to housing cooperatives or non-profit

organizations, and to pay a rent similar to that for low-rental housing, i.e. rent equal to 30% of

their income. This signifies that the project, post development, will have to sustain itself solely

financed by rents and rent supplements, while also producing enough surplus to compensate

investors and allocate funds toward the reserve replacement. To this end, a new initiative

similar to PSL (Programme supplément au loyer) is proposed which would provide uncapped

operating funding for rent geared to income units. This program could potentially be an

alternative to the currently in place AccèsLogis component that offers capital and operating

funds for the first 5 years of tenancy.

CMHC’s funding (SEED, Co-investment, Rental Construction Financing Initiative) will make up

around 20% of the total capital cost. Funding from Co-investment would be provided in the

forms of a repayable loan and a forgivable loan that is rewarded for Higher Performance in

Affordability, Accessibility and Energy Efficiency. Also on the federal level, the project is also
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Figure 17. Details of Considered Funding Sources

eligible for funding from the Federation of Canadian Municipalities (FCM), particularly from

the Green Municipal Fund which aids in the construction of energy-efficient new builds that

emit lower GHG emissions.

As for provincial funding, contributions from Programme d'habitation abordable Québec,

which is a program that provides funding for rent geared to income and affordable housing, is

targeted. Certainly, the proposed project will be able to compete and succeed in receiving a

great deal of support from Quebec as a province that has always been particularly supportive

of affordable housing. Furthermore, it is speculated that in the coming years, the PHAQ

program will receive a bigger budget to disburse toward real estate development as

AccessLogis is phased out and replaced. The project makes a commitment to keep the

affordable units as “affordable” in perpetuity, with rent increases after initial occupancy being

made in accordance with rent increase guidelines and rules. This will play a role in instilling

good faith with funders who often require a 25+ year affordability commitment.

Moreover, in order to fill the funding gap, the project will look towards philanthropist grants,

such as the Fonds d’investissement de Montréal (FIM IV), the Fonds immobilier de solidarité

(FTQ), Caisse Desjardins des travailleuses et travailleurs unis, and other financial partners that

promote the development of real estate to help two-parent and single-parent families.

Allowance will also be made for the potential future prevalence of Student Union-led

affordable housing initiatives- similar to UQAM’s- UTILE- that can be successful in pooling

significant funds to invest into social purpose real estate. All of this in combination with a new

tool that is introduced: low interest, high social impact REIT (real estate investment trust)

community bonds. This tool targets institutions such as The Canadian pension fund, the Caisse

de dépôt et placement du Québec and other patient funders who would be open to investing

into the community without necessarily claiming ownership of any individual units or

buildings. A successful precedent for this type of tool has been set in Toronto’s Centre for

Social Innovation (CSI) that has successfully, with the backing of the City of Toronto, been able

to secure a better interest rate from Alterna Credit Union. In this model, the government of

Canada’s guarantee of the community bonds provide an extreme reinforcement as a

substantial and reliable source to finance the Blue Bonnets site development.
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Additionally, and granted that the City of Montreal acknowledges the long term

social and economic benefits of this project, this model accounts for support from

the municipality . This support, not currently provided for projects of this nature,

could be in the forms of land donation as well as waivers for the site plan and building

permit fees (capital contribution), and property tax abatement (annual operational

contribution depending on post-construction assessment). Furthermore, the

financial model counts on a substantial GST/QST rebate recovery particularly for subsidized

and affordable units run by nonprofits or charities.

Figure 18 summarizes the breakdown of anticipated financial sources for the project. For a

more detailed breakdown of the preliminary financial analysis of the project.

Figure 18. Financing Breakdown by Source
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5. Building Level Assessment

Building A- Private Loans

Obtaining private loans will be necessary for financing a number of buildings either in full or

in part. However, due to relatively high interest rates (5-6%), adjustments to the tenure

structure and the unit types would have to be made in order for the financial model to remain

viable. In this example, the count of single and double bedroom units is greater than that of

3-bedroom units. Building A is made up solely of Co-ownership and rental subsidized units.

In this scenario, the project would be bringing in $94,6 Million over 25 years, and would have a

net surplus after 31 years. While selling prices will remain lower than if the (co-ownership)

units were to be developed for profit, the need for larger (3 and 4-bedroom) rental units will

not be addressed.

Figure 19. Proposed Financing  Sources for Building A
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Building B- CMHC Supported

With support from the CMHC, a number of positive changes can be made. Here, this

development will obtain a substantial low interest CMHC CO-Investment repayable loan, as

well as a number of grants such as the Co-Investment forgivable loan, and the FCM-GMF

Grant. With this investment, significantly more market rate rental and affordable rental units

can be introduced, as well as a greater proportion of 3 and 4 bedroom units, which are

critically lacking in the region.

The building proposed in this scenario would bring in around $83,4 Million over 25 years, and

would have a net surplus after 26 years. Private loans will still have to be acquired, however

the more these can be minimized, the more current shortcomings of the housing market can be

addressed.

Figure 20. Proposed Financing  Sources for Building B
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Building C- PHAQ Supported

New provincial legislation is certainly encouraged; however, requirements for municipalities

to provide 40% of the capital funds poses a serious problem for the smallest order of

government. That being said, municipal support combined with that of the province would

help create more possibilities in facilitating such projects.

In the scenario presented here, the entire building consists of affordable and subsidized units,

with the majority being three and four bedrooms. This building would be bringing in $7,7

Million over 25 years, and would have a net surplus after 24 years.

Figure 21. Proposed Financing  Sources for Building C

— 21



Conclusion

This report is the culmination of a great amount of research and creative labor. It details

all the steps taken and assumptions made in order to arrive at precise figures through

many attempts and iterations. Incorporated into this analysis is the feedback from

professionals representing various actors involved in the affordable housing field in

Montreal and in Canada. Furthermore, it is important to note that this was a great

undertaking of a macro analysis of the financial feasibility associated with the

development and operation of 6,721 residential units in Cote des Neiges’ Blue Bonnets

Hippodrome site. And as such, all costs and amounts noted in this report are associated

with this grand scale project as a whole and over the span of many years.

From the onset, one of the key priorities was to avoid losing sight of the greater vision for

this project; that is, to provide affordable housing with a social purpose in what will

hopefully be an inclusive and sustainable neighborhood. This proved to be extremely

challenging as there is currently a significant mismatch between the rising development

costs and the limited support provided for projects of this nature.

The main discovery made through this analysis is that a project of this size and nature, if

not well supported by government funds, will either be unfeasible for the developer or

unaffordable for low income tenants. In an optimistic scenario, the developer would have

increased government subsidy at their disposal in lieu of further high interest loans from

private institutions. Ultimately, this analysis makes a case for the inescapable need for

more support from the public sector. The findings implore all levels of the government to

allocate more funding towards existing programs or introduce new financing programs

and tools to help bridge the gap. Beyond the project at hand, this report prompts an

important conversation regarding the long term sustainability of the entire housing

sector.

On a more positive note, this study has found that with governmental support, particularly for the

first 20 years of development period and a total of 30+ years of operation, a project of this scale

can meet development and operational costs. At a future point, the project promises to turn

profitable which can then be directed towards other public interest projects, more social and

affordable housing perhaps. This creates a scenario of long-term financial sustainability which is

often overlooked when considering proposals for affordable housing. Furthermore, the costs and

benefits of such a project goes well beyond the limits of finances; the social benefits of housing the

population at affordable prices benefits not only the tenants, but the community at large. It is

therefore paramount that governments, policy makers, planners, and the citizen community at

large, support greater investment in social housing, and make strides to regulate the housing

market in the country.
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Mise en garde

This financial assessment is based on a preliminary analysis. Although we ventured to

create realistic feasible scenarios, they remain hypothetical and subject to change. We

are not qualified experts on the topic of affordable housing development; however, we’ve

taken into consideration a tremendous amount of literature, feedback from professionals,

and the input of other teams.

Please keep in mind that the affordable housing landscape in Montreal is an

ever-changing one. It is challenging — and in fact impossible — to predict market trends

or COVID-19 impacts on the costs and supply of materials and labor. We estimate that it

will be quite some time before the housing market stabilizes. If not, we fear that

governmental support in its current state may never catch up with the rapidly growing

need and costs.
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Construction
Item Details Increase/yr Year 1 Year 2 Year 3 Year 4 Year 5 Year 6 Year 7 Year 8 Year 9 Year 10 Year 11 Year 12 Year 13 Year 14 Year 15 Year 16 Year 17 Year 18 Year 19 Year 20 Year 21 Year 22 Year 23 Year 24 Year 25 Year 26 Year 27 Year 28 Year 29 Year 30 Year 31 Year 32 Year 33 Year 34 Year 35
Units Built Cumul.
Revenue
Residential
Rent: Subsidized 2.00% $0 $0 $0 $136,509 $716,090 $1,318,798 $1,945,329 $2,596,393 $3,272,722 $3,975,066 $4,704,194 $5,460,897 $6,245,986 $7,060,295 $7,904,678 $8,780,012 $9,687,197 $10,627,158 $11,600,843 $12,609,224 $13,653,299 $13,926,365 $14,204,893 $14,488,991 $14,778,770 $15,074,346 $15,375,833 $15,683,349 $15,997,016 $16,316,957 $16,643,296 $16,976,162 $17,315,685 $17,661,999 $18,015,239

Rent: Affordable 2.00% $0 $0 $0 $545,803 $2,863,126 $5,272,924 $7,777,969 $10,381,106 $13,085,258 $15,893,423 $18,808,681 $21,834,192 $24,973,200 $28,229,034 $31,605,112 $35,104,942 $38,732,123 $42,490,350 $46,383,412 $50,415,201 $54,589,708 $55,681,502 $56,795,132 $57,931,035 $59,089,656 $60,271,449 $61,476,878 $62,706,415 $63,960,544 $65,239,754 $66,544,550 $67,875,441 $69,232,949 $70,617,608 $72,029,960

Rent: Market Rate 2.50% $0 $0 $0 $263,929 $1,656,977 $3,119,513 $4,654,140 $6,263,549 $7,950,520 $9,717,924 $11,568,729 $13,506,001 $15,532,906 $17,652,715 $19,868,807 $22,184,670 $22,739,287 $23,307,769 $23,890,463 $24,487,725 $25,099,918 $25,727,416 $26,370,601 $27,029,866 $27,705,613 $28,398,253 $29,108,209 $29,835,915 $30,581,812 $31,346,358 $32,130,017 $32,933,267 $33,756,599 $34,600,514 $35,465,527
Equity: property 
sales $0 $0 $0 $78,985,192 $78,985,192 $78,985,192 $78,985,192 $78,985,192 $78,985,192 $78,985,192 $78,985,192 $78,985,192 $78,985,192

Coop fees: Rentals 4% of total rental income $0 $0 $0 $37,850 $209,448 $388,449 $575,098 $769,642 $972,340 $1,183,457 $1,403,264 $1,632,044 $1,870,084 $2,117,682 $2,375,144 $2,642,785 $2,846,344 $3,057,011 $3,274,989 $3,500,486 $3,733,717 $3,813,411 $3,894,825 $3,977,996 $4,062,962 $4,149,762 $4,238,437 $4,329,027 $4,421,575 $4,516,123 $4,612,714 $4,711,395 $4,812,209 $4,915,205 $5,020,429

Coop fees: Equity $300/m/unit 5.00% $0 $0 $0 $560,189 $1,176,396 $1,852,824 $2,593,953 $3,404,564 $4,289,751 $5,254,944 $6,305,933 $7,448,884 $8,690,364 $9,124,882 $9,581,127 $10,060,183 $10,563,192 $11,091,352 $11,645,919 $12,228,215 $12,839,626 $13,481,607 $14,155,688 $14,863,472 $15,606,646 $16,386,978 $17,206,327 $18,066,643 $18,969,975 $19,918,474 $20,914,398 $21,960,118 $23,058,124 $24,211,030 $25,421,581

Commercial

Lease: Affordable $9/sqft/m 2.50% $0 $0 $0 $201,957 $1,064,602 $1,970,253 $2,920,522 $3,917,072 $4,961,625 $6,055,957 $7,201,904 $8,401,364 $9,656,296 $10,968,723 $12,340,737 $13,774,496 $15,272,230 $16,836,242 $18,468,909 $20,172,686 $21,950,110 $22,498,863 $23,061,334 $23,637,868 $24,228,814 $24,834,535 $25,455,398 $26,091,783 $26,744,078 $27,412,680 $28,097,997 $28,800,446 $29,520,458 $30,258,469 $31,014,931

Lease: Market-Rate $12/sqft/m 2.50% $0 $0 $0 $795,840 $4,195,214 $7,764,060 $11,508,726 $15,435,772 $19,551,978 $23,864,347 $28,380,115 $33,106,755 $38,051,990 $43,223,795 $48,630,408 $54,280,336 $60,182,367 $66,345,575 $72,779,328 $79,493,304 $86,497,491 $88,659,928 $90,876,426 $93,148,337 $95,477,045 $97,863,971 $100,310,570 $102,818,335 $105,388,793 $108,023,513 $110,724,101 $113,492,203 $116,329,508 $119,237,746 $122,218,690

Parking

Tenant's Parking $0 $0 $0 $174,182 $561,254 $948,326 $1,335,398 $1,722,470 $2,109,542 $2,496,614 $2,883,686 $3,270,758 $3,657,830 $3,934,310 $4,210,790 $4,487,270 $4,695,736 $4,904,202 $5,112,668 $5,321,134 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600 $5,529,600

Visitor's Parking $0 $0 $0 $110,376 $355,656 $600,936 $846,216 $1,091,496 $1,336,776 $1,582,056 $1,827,336 $2,072,616 $2,317,896 $2,493,096 $2,668,296 $2,843,496 $2,975,597 $3,107,698 $3,239,798 $3,371,899 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000 $3,504,000

Subsidies

PSL (60%) 60% balance for subsidized units 2.00% $0 $0 $0 $204,617 $1,073,364 $1,976,779 $2,915,902 $3,891,798 $4,905,564 $5,958,324 $7,051,232 $8,185,473 $9,362,263 $10,582,851 $11,848,517 $13,160,577 $14,520,380 $15,929,310 $17,388,790 $18,900,277 $20,465,268 $20,874,573 $21,292,065 $21,717,906 $22,152,264 $22,595,310 $23,047,216 $23,508,160 $23,978,323 $24,457,890 $24,947,048 $25,445,989 $25,954,908 $26,474,007 $27,003,487

Interests 2% annual interest on reserve fund $0 $0 $0 $0 $6,063 $27,744 $50,426 $74,147 $98,948 $124,872 $151,964 $180,270 $209,838 $240,718 $270,775 $302,067 $334,638 $364,429 $395,393 $427,570 $461,000 $495,725 $507,395 $519,369 $531,658 $544,271 $557,216 $570,505 $584,146 $598,151 $612,531 $627,295 $642,457 $658,028 $674,020

Total Revenue $0 $0 $0 $82,016,444 $92,863,383 $104,225,801 $116,108,871 $128,533,202 $141,520,216 $155,092,176 $169,272,231 $184,084,446 $199,553,846 $135,628,102 $151,304,391 $167,620,835 $182,549,091 $198,061,095 $214,180,512 $230,927,721 $248,323,737 $254,192,991 $260,191,959 $266,348,439 $272,667,028 $279,152,474 $285,809,684 $292,643,732 $299,659,863 $306,863,500 $314,260,250 $321,855,916 $329,656,498 $337,668,205 $345,897,464

Expenses
Loans
Federal Loan 
Repayment

$0 $0 $0 $0 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $53,892,000 $0 $0 $0 $0 $0 $0
Private Loan 
Repayment

$0 $0 $0 $0 $0 $0 $0 $56,773,000 $56,773,000 $56,773,000 $56,773,000 $56,773,000 $56,773,000 $56,773,000 $56,773,000 $56,773,000 $56,773,000 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0 $0
Social Outreach 
Loan Repayment

$0 $0 $0 $0 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $6,180,000 $0 $0 $0 $0 $0 $0
Pvt Loan MLI $0 $0 $0 $0 $0 $0 $0 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $88,000,000 $90,352,979 $90,352,979 $90,352,979 $90,352,979 $90,352,979 $90,352,979 $90,352,979 $90,352,979 $90,352,979 $90,352,979 $0 $0 $0 $0 $0 $0 $0 $0
Reserve fund 10% of annual operating revenue $0 $0 $0 $303,125 $1,387,213 $2,521,286 $3,707,325 $4,947,386 $6,243,608 $7,598,211 $9,013,507 $10,491,898 $12,035,882 $13,538,738 $15,103,362 $16,731,877 $18,221,445 $19,769,667 $21,378,512 $23,050,015 $24,786,274 $25,369,727 $25,968,456 $26,582,907 $27,213,537 $27,860,820 $28,525,247 $29,207,323 $29,907,572 $30,626,535 $31,364,772 $32,122,862 $32,901,404 $33,701,018 $34,522,344
Insurance 0.08% of building value 1.00% $0 $0 $50,512 $170,126 $296,919 $431,214 $573,350 $723,678 $882,563 $1,050,385 $1,227,537 $1,414,432 $1,569,369 $1,732,374 $1,903,793 $2,055,659 $2,214,960 $2,382,009 $2,557,128 $2,740,651 $2,823,419 $2,908,686 $2,996,528 $3,087,024 $3,180,252 $3,276,295 $3,375,239 $3,477,172 $3,582,182 $3,690,364 $3,801,813 $3,916,628 $4,034,910 $4,156,764 $4,282,299
Management
Salaries Total staff @ $1.5M/yr 1.00% $0 $0 $0 $48,682 $158,432 $270,372 $384,536 $500,955 $619,665 $740,698 $864,091 $989,877 $1,118,092 $1,214,630 $1,312,987 $1,413,189 $1,493,631 $1,575,539 $1,658,937 $1,743,845 $1,830,285 $1,848,588 $1,867,074 $1,885,745 $1,904,602 $1,923,648 $1,942,884 $1,962,313 $1,981,936 $2,001,756 $2,021,773 $2,041,991 $2,062,411 $2,083,035 $2,103,865
Professional fees Fees @ $1M/yr 1.00% $0 $0 $0 $32,454 $105,621 $180,248 $256,357 $333,970 $413,110 $493,799 $576,060 $659,918 $745,395 $809,753 $875,325 $942,126 $995,754 $1,050,360 $1,105,958 $1,162,563 $1,220,190 $1,232,392 $1,244,716 $1,257,163 $1,269,735 $1,282,432 $1,295,256 $1,308,209 $1,321,291 $1,334,504 $1,347,849 $1,361,327 $1,374,941 $1,388,690 $1,402,577
Fixed costs Office costs @ $700k/yr 1.00% $0 $0 $0 $22,718 $73,935 $126,174 $179,450 $233,779 $289,177 $345,659 $403,242 $461,942 $521,776 $566,827 $612,727 $659,488 $697,028 $735,252 $774,171 $813,794 $854,133 $862,674 $871,301 $880,014 $888,814 $897,702 $906,679 $915,746 $924,904 $934,153 $943,494 $952,929 $962,458 $972,083 $981,804
Maintenance $1 per sqft, x1.5 every 5y 1.00% $0 $0 $0 $479,723 $1,584,028 $2,710,372 $3,859,083 $5,030,498 $6,224,956 $7,442,800 $8,684,377 $9,950,043 $11,240,153 $12,226,860 $13,232,177 $14,256,378 $15,091,774 $15,942,452 $16,808,635 $17,690,547 $18,588,417 $18,962,044 $19,151,665 $19,343,181 $19,536,613 $19,731,979 $19,929,299 $20,128,592 $20,329,878 $20,533,177 $20,738,509 $20,945,894 $21,155,353 $21,366,906 $21,580,575
Energy costs
Programming 
Budget

1.00% $0.00 $0.00 $0.00 $12,471.37 $41,180.02 $70,461.60 $100,324.70 $130,778.01 $161,830.35 $193,490.66 $225,768.00 $258,671.53 $292,210.56 $317,862.01 $343,997.26 $370,623.44 $392,341.26 $414,456.37 $436,974.54 $459,901.64 $483,243.58 $488,076.02 $492,956.78 $497,886.34 $502,865.21 $507,893.86 $512,972.80 $518,102.53 $523,283.55 $528,516.39 $533,801.55 $539,139.57 $544,530.96 $549,976.27 $555,476.03
Taxes Property value (Rentals) @ 2.5% 1.00% $2,522,838 $2,599,028 $4,256,034 $8,074,827 $12,120,394 $16,402,948 $20,933,114 $25,721,942 $30,780,923 $36,122,007 $41,757,619 $47,700,678 $52,648,139 $57,850,921 $63,319,934 $68,181,292 $73,278,525 $78,621,448 $84,220,249 $90,085,513 $92,806,095 $95,608,839 $98,496,226 $101,470,812 $104,535,231 $107,692,195 $110,944,499 $114,295,023 $117,746,733 $121,302,684 $124,966,025 $128,739,999 $132,627,947 $136,633,311 $140,759,637

-$2,522,838 -$2,599,028 -$4,256,034 -$8,074,827 -$12,120,394 -$16,402,948 -$20,933,114 -$25,721,942 -$30,780,923 -$36,122,007 -$41,757,619 -$47,700,678 -$52,648,139 -$57,850,921 -$63,319,934 -$68,181,292 -$73,278,525 -$78,621,448 -$84,220,249 -$90,085,513 -$92,806,095 -$95,608,839 -$98,496,226 -$101,470,812 -$104,535,231 -$107,692,195 -$110,944,499 -$114,295,023 -$117,746,733 -$121,302,684 -$124,966,025 -$128,739,999 -$132,627,947 -$136,633,311 -$140,759,637
Total Expenses $0.00 $0.00 $50,512.50 $1,069,300.11 $63,719,327.91 $66,382,128.16 $69,132,426.63 $216,746,045.66 $219,679,908.42 $222,710,042.35 $225,839,583.72 $229,071,781.98 $232,367,877.15 $235,252,044.91 $238,229,367.48 $241,274,340.70 $243,951,933.13 $192,294,714.59 $195,145,294.23 $198,086,296.86 $201,010,940.44 $202,097,166.30 $203,017,676.17 $203,958,899.03 $204,921,397.03 $205,905,750.25 $206,912,557.41 $117,589,457.44 $118,643,046.57 $59,649,004.54 $60,752,011.72 $61,880,770.83 $63,036,007.82 $64,218,472.71 $65,428,940.52

Yearly Balance $0.00 $0.00 -$50,512.50 $80,947,144.22 $29,144,054.96 $37,843,672.46 $46,976,444.13 -$88,212,843.31 -$78,159,692.85 -$67,617,866.27 -$56,567,352.86 -$44,987,336.01 -$32,814,031.34 -$99,623,942.79 -$86,924,976.66 -$73,653,505.82 -$61,402,841.89 $5,766,379.93 $19,035,218.18 $32,841,424.00 $47,312,796.73 $52,095,825.13 $57,174,282.37 $62,389,539.94 $67,745,630.84 $73,246,723.46 $78,897,126.81 $175,054,275.00 $181,016,816.58 $247,214,494.96 $253,508,238.26 $259,975,144.78 $266,620,489.76 $273,449,732.37 $280,468,523.01

Running Balance $0.00 $0.00 -$50,512.50 $80,896,631.72 $110,040,686.68 $147,884,359.14 $194,860,803.28 $106,647,959.97 $28,488,267.12 -$39,129,599.15 -$95,696,952.01 -$140,684,288.02 -$173,498,319.36 -$273,122,262.15 -$360,047,238.81 -$433,700,744.63 -$495,103,586.52 -$489,337,206.59 -$470,301,988.41 -$437,460,564.40 -$390,147,767.68 -$338,051,942.55 -$280,877,660.18 -$218,488,120.24 -$150,742,489.40 -$77,495,765.94 $1,401,360.87 $176,455,635.88 $357,472,452.46 $604,686,947.42 $858,195,185.67 $1,118,170,330.45 $1,384,790,820.21 $1,658,240,552.58 $1,938,709,075.60
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