A (draft) business plan for a

for the City of London

COUNCIL HOUSING LEADERSHIP COMMITTEE - APRIL 3, 2014

A

POLICY + RESEARCH + COMMUNITY DEVELOPMENT Cl.p Ltﬂ[

e Qe ous CONSULTING D CUHFUSE MaRS | S e H ROBINS APPLEBY



Presenter
Presentation Notes





The (draft) Business Plan

What makes the HDC's business model

Page ? Pages
EXECUTIVE SUMMARY A FINANCIAL MODEL 2475

Why an HDC for the Pages  GOVERNANCE & CORPORATE Poges
THE NEED & OPPORTUNITY 613 STRUCTURE 26-32
What does the look lke? Page CONCLUSIONS & Pages
THE BUSINESS MODEL 14 RECOMMENDATIONS 33-34
What makes the HDC's business model

° 2% APPENDICES 0%
THE APPROACH 523 S

.éé‘, SHS CONSULTING %\\\T\ URPOSE MaRS | SRR e H ROBINS APPLEBY

= Capital

A



Presenter
Presentation Notes
The report we are presenting today highlights the case for a housing development corporation (HDC) in the London community. It identifies why an HDC for the City of London is needed, what it looks like, and how the approach is innovative and sustainable.

Most specifically, the business plan identifies what the City of London can do through an HDC that wouldn’t happen with the status quo. It includes rethinking how we create more affordable housing, the regeneration of the public housing stock, access to sustainable funding, and economic and social benefits to the community. 



Why an HDC for the

THE NEED & OPPORTUNITY


Presenter
Presentation Notes
When building an effective business model, it is vital to understand the need and related set of problems that are faced in the market …




Refer to page 6 of the Draft Business Plan for more information

The Need and Problem

Tremendous Need for Affordable Housing in the City of London
= A growing need for affordable housing, as identified by the City of London

Homeless Prevention and Housing Plan (November 2013)

0 Growing population

O Flattening income levels

O Decrease in vacancy rates

O Little development in the related market segment

O Static available stock of rental housing
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Presentation Notes
The problem is clear:  there is a tremendous need for more affordable housing in the City of London. 

A growing population (over 12,000 new residents added between 2006 and 2011), especially in groups likely to require single bedroom units such as youth and seniors
Flattening income levels (around $70,000 since 2004) results in a growing population among those requiring rental housing at or below AMR.
London’s unemployment rate is among the highest amongst large cities in Canada (8%)
Decrease in vacancy rates from 5% in 2009 to below 3% in 2015 (projected by CMHC)
Little development in the related market segment, with most development at or above average market rent and the supply falling well below of the identified demand
As a result, there is static available stock of rental housing at or below AMR
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Refer to pages 7-9 of the Draft Business Plan for more information 5

The Need and Problem

= Developing and Acquiring = Limited Financial Resources
Affordable Housing Units is to Sustainably Finance
Costly and Complex Affordable Housing

= Lack of Coordinated = City’s Capacity and Structure
Financial and Technical Limits its Opportunity to
Expertise, Capacity in Respond
Marketplace
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Presenter
Presentation Notes
The need is clear but there are a number of real challenges to addressing this need:

Developing and Acquiring Affordable Housing Units is Costly and Complex
Sustainable revenue model a challenge when addressing low incomes as revenue is capped
It can be challenging balancing the interests of all of the multiple stakeholders involved in AH
 
Many market players, but no actor in the marketplace with the financial and technical expertise or mandate to increase the size of the city’s affordable housing portfolio
Or act as a central repository of existing supports, programs, market need, and  array of players

Limited Financial Resources to Sustainably Finance Affordable Housing 
Federal government support is limited and decreasing, especially for public housing stock, 
City’s capital reserves are depleted and there’s a need for new sources of capital funds for the creation of new affordable units, as well as the regeneration of LMHC’s housing portfolio. 
City will also need to turn its attention to reinvesting and extending agreements with its social housing providers as their existing operating agreements come to an end. 

City’s Capacity and Structure Limits its Opportunity to Respond 
In recent years, the City has experienced challenges responding to emerging opportunities due to limited internal capacity and expertise, required internal approvals, time constraints, lack of focus on outcome across City departments.  
City has found it difficult to make it a priority to put in place a comprehensive tool kit of incentives given other competing priorities. 
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Refer 1o pages 9-12 of the Draft Business Plan for more information

The Opportunity

Available Supply of Housing
and Land in London

Existing and New Tools and
Resources

More Effective Response to
Emerging Opportunities
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Available Supply of Capital

Existing Stakeholder Interest,
Expertise, and Involvement

Housing Development has

Economic and Social Benefits
for the City
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Presenter
Presentation Notes
There are a number of related challenges facing London, but there are also a number of opportunities and potential for meeting the identified need. 

There are:
significant resources available in the city: land, housing, financial capital, existing and new incentives, technical expertise, and willing stakeholders. 
If effectively deployed, these resources could generate tremendous economic and social benefits for the City of London and its citizens.  
A housing development corporation could play a pivotal role in capitalizing on the identified opportunities.
  
Most Importantly, an HDC Provides a More Effective Response to Emerging Opportunities
does not have to rely strictly on property taxes, user fees and licensing charges to raise the financing for AH development
can generate revenue through market activity, build capital reserves, and partner with other entities and convert profits into sustainable funding and reinvestment
can direct profits to future affordable housing and organizational sustainability.  
can act more expeditiously than a municipality on time-sensitive matters and diversify its activities. 
can directly develop various forms of housing on its own, partner with local non-profit and private sector developers , help community partners gain access to surplus municipal lands and available federal and provincial housing programs.
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Refer 1o page 13 of the Draft Business Plan for more information

The Time is Now

= Affordable Housing Situation Reaching a Critical Stage
= Addressing Need and City’s Affordable Housing Targets a Challenge

= The HDC Can Play a Pivotal Role in Capitalizing on Opportunities
a focused mandate on affordable housing development

a structure that allows real time decision making

a Board of experts in development

O O O O

best framework to apply existing and new resources to meet the need for affordable housing in
London

2
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Presentation Notes
The Affordable Housing Situation Reaching a Critical Stage
Supply lags behind the demonstrated and growing need
Significant investment in existing social housing stock, especially LMHC, needed
Increased AH development is vital to success of London’s economy; housing for lower paid residents, it’s an engine of job creation and it has a significant impact on GDP

Addressing This Need and City’s Affordable Housing Targets Will be a Challenge in the future given limited and decreasing government resources to sustainably finance affordable housing

An HDC can play a pivotal role in capitalizing on the identified opportunities including available land, financial capital, existing and new incentives, technical expertise, and willing stakeholders. 
The HDC we are proposing has:
A focused mandate on affordable housing development
a structure that allows real time decision making
a Board of experts in development
best framework to apply existing and new resources to meet the need for affordable housing in London

 



What does the look like?

THE BUSINESS MODEL
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Private realtors,
developers, and builders

Non-profit developers
and property managers

Financial institutions and
credit unions

Federal, provincial and
municipal government

Employment and training
providers

Other community players
and thought leaders

Refer to page 14 of the Draft Business Plan for more information

]

Coordinate deployment of
government funding

Enhance and better utilize
municipal incentives

Regenerate public housing
stock

Establish revenue
generating activities

Explore and initiate
innovative financing and
investment tools (i.e.
Resilient Communities
Fund)

Unite collaborators

The Business Model Canvas
//%1

ﬁ
The HDC is the optimal
vehicle to directly
achieve the City of
London’s affordable
housing goals and to
ncrease the City's

capacity to develop
affordable housing

2

City of London
Property owners
Private developers

Non-profit community
organizations

Investors

London residents,
including individuals and
families in identified need
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Presenter
Presentation Notes
As you may recall, we used a Business Model Canvas to develop our Minimum Viable Product for the HDC.

There are four main elements that we explored and validated with the London community:

Value Proposition is the core concept underpinning a business model, and that is the need for exchange of value.  The HDC’s value proposition is …

Like any corporation, an HDC will need a clearly defined customer base.  The key customers for the HDC are ….

As you may recall from previous consultations, we identified that there are three interconnected pillars that underpin real estate development:  land, financing and tools and incentives.  The key activities of the HDC emerged from these three pillars and include ….

And finally, key collaborators who can be involved in various stages and aspects of affordable housing development have been identified, including …


Refer 1o page 14 of the Draft Business Plan for more information 10

The Business Model Canvas

Core Mandate
The HDC stimulates the development and sustainability of affordable housing throughout

London.

Supporting Mandates
1 The HDC supports the local need for revitalized and strengthened neighbourhoods,
and diverse and inclusive communities.

2. The HDC collaborates with all three sectors (private, non-profit and public) to create
and sustain affordable housing and stimulate economic growth
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Presenter
Presentation Notes
Building on the value proposition and other elements of the BMC, as well as research from other jurisdictions and consultations, a core and supporting mandates for the HDC were developed.
 
The feedback from the London community consultations is clear: an HDC for the City of London should have a broad mandate focusing on multiple policy objectives.  

However, its core mandate needs to focus on affordable housing with direct links to the London Homeless Prevention and Housing Plan.  The Plan’s housing vision is that all members of the community have access to housing that is safe, secure, and suitable to their needs and ability to pay.  

With this vision in mind, the proposed HDC core mandate and supporting mandates are…



What makes the HDC's business model

THE APPROACH
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Refer to page 16-21 of the Draft Business Plan for more information 12

Goals and Strategic Directions for HDC

Goal 1I: Improve and Enhance Current Programs Goal 2: Build New Business Lines

Coordinate A i]ecfa De\éleloHper of

STRATEGIC Deployment of ' STRATEGIC ordable Housing
..+ DIRECTION H#1 Covernment @9 DIRECTION H3 19 Estoblsn Ofner
A Funding PAYAYAYA Activities

& Enhance and PR Explore and

~~ STRATEGIC #2 Better Utilize ~rsoies STRATEGIC #4 Initiate Innovative
~éos DIRECTION Municipal a3ty DIRECTION Financing and
AYATATA Incentives IR Investment Tools

2
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Presenter
Presentation Notes
Building on the core and supporting mandates, we’ve identified two goals and four strategic directions for the HDC …


Refer to page 22 of the Draft Business Plan for more information.

Impact of the HDC

THE POTENTIAL (2016-2025)

13

THE IMPACT

STATUS STRATEGIC #1 Coordinate Development 450 units

in?yncci)on DIRECTION of Government Funding %\g
STRATEGIC ,,, Enhance and Better L @nde
Util M | 450 t (o)
DIRECTION #2 })filiz¢ Municipe units  gagy
with the
STRATEGIC Establish R . . QAo
DIRECTION #3 Generating Activities 100 units aaat
""""""""""""""""""""""""""""""""" =1000 total units
with the . o o
Explore and Initiate up to 500
'i-!\lglgd?nnd S TRATEGIC H4 Innpovotive Financing and additional ggﬁ%ﬁ%
the ch DIRECTION Investment Tools units ATATATAY

2 X

MORE AFFORDABLE
UNITS CONSTRUCTED
OR REGENERATED

AFFORDABLE
t HOUSING
PORTFOLIO

1000 HOUSING UNITS
CONSTRUCTED =

3000 JOBS

+ $158 MILLION
INVESTMENT IN

AFFORDABLE HOUSING

+ $221 ;llLLION
GDP GROWTH
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Refer to page 23 of the Draft Business Plan for more information

How is it Innovative?

14

CURRENT PROGRAMS

developers

property
owners

City of
London

community
groups

investors

CURRENT

MARKET
ACTIVITIES
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Presenter
Presentation Notes
We see an HDC shifting the way affordable housing is currently developed.

Instead of having multiple players working individually on developing affordable housing, an HDC will rejuvenate or build new units, more efficiently, and in partnership with the London community. 

It will provide a new, flexible and innovative approach to fully meet (if not exceed) London’s affordability target, one that does so in collaboration with all players in the affordable housing market.



What makes the HDC's business model

FINANCIAL MODEL


Presenter
Presentation Notes
We’ve developed a financial model that we believe demonstrates a sustainable approach for the HDC in terms of operations and creating new affordable housing units in London on an ongoing basis.

What we’ve presented in our draft report is a high level summary of the model.  In particular, some of the costs and revenues have been bundled in this report for illustrative purposes, or to show what could be.  

Over the next month, we will be working with staff from Finance and Housing to ensure the that  financial model is clearly understood from a cost, risk and revenue perspective.  Finance will be looking at the incremental costs of the proposed financial model as some of the tools suggested are already in effect, although not as broadly as being proposed (e.g. you’re already providing some of these incentives in the Old East Village CIP)

Additional details will be integrated into the final report as well as an accompanying City report.  


Refer to page 24 of the Draft Business Plan for more information 16

Financial Impact of HDC Activities

12 0%
1003 . . .
Funding comes from a combination of a number of sources:
*  Owner equity
\ * Federal, provincial, municipal capital grants
* Enhanced and new municipal grants and incentives
| * Revenue from HDC revenue generating activities
F“”'*E';E;ﬂ“‘w * New investment vehicles (Residual Communities Fund)
40%
Mortgage
Supported by
0% Rents at 809 of
AMR
40%
044
o A\
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Presenter
Presentation Notes
 A pro forma was developed to identify the funding gap for the creation or regeneration of an affordable rental housing unit in the London community.  

Rental revenue based on rents set at about 77% of average market rents (1/3 at 70% of AMR and 2/3 at 80% of AMR) and can support a mortgage equivalent to about 40% of the cost to build an affordable housing unit. 

It is expected that about 10% of the costs will be covered by equity from the housing developer.  

The balance, the funding gap, represents about 50% of the cost to build an affordable housing unit or about $100,000. 

This $100,000 figure represents 1 unit of affordable housing.  For every $100,000 the HDC raised or saved, 1 unit of affordable housing can be generated.




Refer to page 24 of the Draft Business Plan for more information

17

Financial Impact of HDC Activities

\L? KEY ACTIVITIES of HDC are estimated to generate about $100 milion for the creation and

b
[ ]

™ N
A

55
BN

regeneration of approximately 1000 units of affordable housing over 10 years.

Administer federal/provincial affordable housing capital grant programs

Identify, secure or inform community partners about funding programs

Administer other complementary senior government funding initiatives such as energy efficiency, rehabilitation
Administer municipal grants, such as housing partnership strategy and convert-to-rent

Research and recommend to the City enhanced and new incentives and tools for affordable housing including planning, housing and
other municipal incentives

g,@,\ 0  Surplus municipal lands policy for affordable units
ATATATA 0 City-Wide Community Improvement Plan (CIP) for Affordable Housing offering a range of incentives
0 Second Unit incentive program.
Promote the comprehensive tool box of incentives to customers and collaborates of the HDC
Act as a knowledge portal for market data, and available grants, loans and development supports for affordable housing
Identify opportunities to leverage existing municipal assets, e.g. existing municipally owned land, public housing stock.
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Presenter
Presentation Notes
The financial model included in this report is an indicative model of a range of housing needs that could be met through the activities of the HDC. 

Once established, the HDC will have as one of its first tasks the completion of a thorough review of the key financial assumptions, and the preparation of a financial plan for carrying out its approved activities.  

Details on the potential financial impact of the HDC activities are outlined in Appendix 6.  





Refer to page 24 of the Draft Business Plan for more information 18

Financial Impact of HDC Activities

3.
= Be a developer of affordable housing in the London community focusing on publically owned properties
and joint ventures, although not exclusively
= Build relationships and broker partnerships with landowners and developers
= Build relationships and broker partnerships with organizations that contribute equity to a development
= Provide development and project management services for the regeneration of LMHC properties
= Work strategically with other government partners to acquire surplus government lands
= |dentify, investigate and undertake revenue generating to support the creation of more affordable
housing:
0 Developing consulting services for HDC developments, as well as community developments where the
HDC or City has an interest
0 Profits from enhancing land value through rezoning, sub-dividing properties and sale of surplus property
0 Administrative fees related to acquiring or disposing of government properties
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Refer to page 24 of the Draft Business Plan for more information

Financial Impact of HDC Activities

4. Explore and Initiate Innovative Financing and Investment Tools (uwp to
$500 milion over 10 vears)

.= Further explore and define the Resilient Communities Fund

=
58

EXENENSY
EXENEY

= Once tested, establish and operate mortgage investment fund
= Once tested, establish and operate affordable housing endowment fund

BXENEN
EXENEY
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Refer to page Appendix 8 of the Draft Business Plan for more information

Resilient Communities Fund
Affordable Housing and the Need for “Catalytic Capital”

Goal of the RCF property

=  Create a sufficient and stable pool of funds owners
to build and maintain affordable housing
=  Offer a conduit through which new capital

can be injected developers community

HDC groups
The Two Funds
=  Mortgage fund investors
= Endowment fund City of

London

Types of Investors

= The HDC will aim to attract two categories of investors:
O Investors that are primarily seeking competitive financial returns

. e o . . . mortgage
0 E.g. high net worth individuals and institutions looking to invest in the mortgage fund
fund
O Investors that are primarily seeking social impact _
0 E.g. foundations and philanthropists looking to invest in the endowment fund rem\:g;g&g'ng

20

RCF

endowment
fund

socially-motivated
investors



Refer to Appendix 8 (page 80) of the Draft Business Plan for more information

FROM THE PROPERTY INVESTOR'S PERSPECTIVE

Nancy Tenant

“I can afford
$520/month”

“The Londonian” l":’, -9 ‘
Unit 201 - $150K ‘ ).

“We've
Visits paﬂnEl'Ell:’NWIth Wants 1,0. bUY H&Ch m%’
property HDC ’ an ’“"9"‘“9"' find tenant “We'll cover what
s?f!es .o property Nancy can’t”
office _
. Looking for HOC partners
W— market-rate ~ with foundations $280/month
rental stream to supplement
o L rent
Needs a “I need S800/month!” HDC Endowment Fund
Suzie Investor competitive
mortgage
HDC offers Suzie
_a competitive $125K @ 4%
mortgage

“1 need a $125K mortgage!” HDC Mortgage Fund

21



Refer to Appendix & (page 81) of the Draft Business Plan for more information.

FROM THE TENANT'S PERSPECTIVE Suzle Investor

“l can afford
$520/month”

We've Nancy 4 4

X .
- “The Londonian” " partnered with pays -
—r Unit 201 - $800,’month what she
I Wanfs fo can
/ live in a si afford to
= gns up to Fund covers
i ch:n";::;:y Resilient landlord  gifference in
o W hatshe T Communifies market rent
° Program with :
| @ Y0, can't afford local NPO

“We’'ll cover what

Housing Services NPO

Nancy Tenant Nancy can’t”
NPO Arranges
supplement with $280/month
HDC Endowment
Fund

HDC Endowment Fund

22



Refer to page 25 of the Draft Business Plan for more information

Operating the HDC (prelminary)

23

Program Administration Fees $175,500 $213,000
Resilient Communities Fund Management Fees, Interest S$758,983 51,958,573
Annual Total Revenue $934,483 $2,171,573
HDC Resources
Expertise in Management, Development, Financial, Administrative S375,000 S495,000
Office Overhead
Equipment, supplies, communication $100,000 $100,000
RCF Resources
Expertise in Fund Management, Loans $190,000 $230,000
Annual Total Expenses $665,000 $825,000
Annual Profit/Loss $269,483 $1,346,573
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Presentation Notes
A preliminary operating budget has been established for the HDC as outlined below.  

It’s a high level picture of the HDC’s projected revenues and expenses, which has a range of underlying assumptions which we will review in more detail with Finance and Housing over the next month.

This budget does not incorporate any expenses that could be offset by existing City budgets until new developments are underway.  It also does not include the transition budget for the period 2014 to 2015.



GOVERNANCE & CORPORATE
STRUCTURL



Have the expertise necessary to govern a ® Be able to partner and contract with
sophisticated development and financial  confidence (can withstand some political

organization turbulence)
Be able to attract money, land, people, = Balance accountability, transparency, and
and credibility value for money
Isolate development and financial risk = Be responsive to other City development
from the City goals
Be able to retain earnings as = Achieve City’s policy objectives with
“development equity” to seed projects respect to affordable housing
Be capable of decision making on " Not to be engaged directly in
development and financial industry construction lending
timelines = Not to take on the role of housing
operator
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Presentation Notes
Municipal governments often establish separate arm’s length agencies or corporations for activities that involve market-based transactions, similar to those proposed for the HDC, rather than those which focus on public service administration or direct delivery, similar to the system service manager’s role in affordable housing. 

While the decision making process within a public arm’s length corporation is just as geared to the transparency required in the expenditure of public money, once a decision is made, they take advantage of a corporate governance structure led by a CEO to execute their decisions in a more efficient way.  

The municipal authority to set up a business is outlined in Appendix 7.
 
Keeping this in mind, key objectives of the structure of the HDC were identified by the Consulting Team and validated by the Corporate Resource Committee.  These objectives build on the mandate and expected activities of the HDC and are as follows:
 



Refer to page 27 and Appendix 7 of the Draft Business Plan for more information 26

The Consulting Team’s Recommendation

= For the HDC to take a corporate form for two principal reasons:
0 Allows for risk associated with the HDC's activities to be alienated from the City;
0 And allows the City to tailor the governance and reporting structure to the mission of the HDC.

The Consulting Team’s Recommendation

= That the HDC be incorporated under the Business Corporations Act (Ontario)

0 Provides a known and transparent accountability framework in which the City would act as sole
shareholder, appoint a board, and set reporting mechanisms

0 Provides flexibility should the City ever wish to repatriate funds from the HDC to the City through a
shareholder dividend

& = | F
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Presentation Notes
Three general models were identified in consultation with the Corporate Resources Committee and tested against the objectives identified above. The three models examined were: 
A City department
London & Middlesex Housing Corporation (LMHC) as a platform for the HDC
Creating a separate entity, under the Business Corporations Act (i.e. for profit) or under the Corporations Act (Not-for-Profit)
 
The results of our analyses are included in Appendix 7, as well as the complete report prepared by Consulting Team member Robins Appleby LLP.
 
Based on key City objectives, the use of a City department and the LMHC were eliminated as models as these entities should not take on any development or financial risk. As real estate development is almost always financed with debt, and has its own universe of risks, neither of these entities was an appropriate choice. The Consulting Team’s recommendation is therefore that the HDC take a corporate form for two principal reasons: it allows for risk associated with the HDC’s activities to be alienated from the City; and it allows the City to tailor the governance and reporting structure to the mission of the HDC. 



»

Refer to page 28 and Appendix 7 of the Draft Business Plan for more information

= |n general, corporations are governed by a board of directors
= Shareholders meet annually, elect directors, and approve financial statements

= Two governance models for the operation of the HDC have been identified
0 A governance model based on a management committee structure
O A governance model based on a board governance model (similar to Build Toronto)

our recommendation

A0 movwL  MIdIRRD | vePactinvestine S eemees e socitons
= Capital
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 Structure and Accountability 
The Corporation is set up in a traditional way, but a “Shareholder Direction” from the City of London to the HDC sets out the mandate and powers of the Corporation. This model used by Build Toronto and Toronto Community Housing.  The following diagram illustrates the proposed structure and control mechanisms. 
 
There are two key accountability mechanisms that govern the HDC: Firstly, the Shareholder Direction governs the relationship between the board and the City (as Shareholder), and secondly a set of corporate policies governs the relationship between the board and the operations staff led by a Chief Executive Officer. The relationship between the HDC and third parties is primarily contractual and we have shown some potential contractual relationships. Of course, the HDC will function in the community on many non-contractual levels (such as community engagement) but we have not shown this relationship in this report. 


Refer to page 29 of the Draft Business Plan for more information 28

Housing Development Corporation Structure and Control Mechanisms

City of
London
(Shareholder) |
:r Shareholder 1:
___Drection __;
Board of I
Directors s
. Corporate 1:
| ____Polces____}
HDC S ,
Administration E Contracts i

Partnerships and Service Relationships

City of

Not for Profit London

Contractors .
Groups as Granting

Agency

>
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Shareholder Direction
The Shareholder Direction could include direction with respect to the following:
Establish the City’s expectations and objectives of the HDC.
Identify the HDC’s relationship to City departments engaged in housing and real estate related activities (if desired).
Set out the board responsibilities, term, compensation and composition.
Define which, if any, decisions require the consent of the City (example: Amalgamate with another corporation or sell all of its assets, change the relationship of the HDC to the City).
Set out the parameters of the HDC’s business plan.
Establish reporting protocols to the City.
  
Board Composition
City Manager or designate
6 members of the community 
 
Expertise of Community Members:
Real estate development
Real estate finance
Investment finance
Planning and Urban Design
Housing (affordable or social)
Governance
 



Refer to page 32 of the Draft Business Plan for more information 23

Challenges

= The proposed structure is capable of achieving accountability, transparency, and deliver value for
money

= Important consideration: whether public accountability would impact the ability of the HDC to deliver
value for money

= Concern was expressed that the HDC would replace not for profit housing providers

= Should the HDC be both the grantor and grantee of IAH funding, there is a conflict of interest

O The City could mitigate this by assigning grants in such a manner that a set proportion cannot be used by the HDC,
or by simply awarding all capital funding to the HDC

= Care will need to be taken to ensure that the City’s role as a regulator is not vested in the HDC

© :
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Refer o page 33 of the Draft Business Plan for more information

Conclusions
The Need and Challenge The Opportunity
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Presenter
Presentation Notes
Affordable housing situation in the London community has reached a critical stage:  affordable housing supply lags behind the demonstrated and growing demand
there is a growing need for significant investments in the maintenance of LMHC’s housing stock
City of London’s target to create new affordable housing units over the next 10 years will be a real challenge for the London community to meet, especially given the limited and decreasing government resources to finance affordable housing.
City needs to find a new way to sustainably add to the supply of affordable housing, and the establishment of a housing development corporation can help achieve this goal.
 
An HDC can play a pivotal role in capitalizing on the identified opportunities including available land, financial capital, existing and new incentives, technical expertise, and willing stakeholders.  
Effectively deployed, these resources can generate tremendous economic and social benefits for the City of London and its citizens. 
London & Middlesex Housing Corporation has recognized the need to regenerate its portfolio and has endorsed working collaboratively with an HDC.  
 
With a focused mandate on affordable housing development, a structure that allows real time decision making, a Board of experts in development and the resulting multiplier effect for economic and social benefits, the housing development corporation is the best framework to apply existing and new resources to meet the need for affordable housing in the City of London. 

There are two genuinely innovative pieces to our proposed HDC and financial model and that is the establishment of the RCF which offers a conduit for new capital to be invested in affordable housing.  The RCF has two components:  First, is a vehicle for impact investing and the second is the creation of units through individual condo investors.
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Draft Recommendations

= Corporate Structure and Governance (recommendations 1 to 3)
= Core and Supporting Mandates (recommendation 4)
» Goals and Objectives (recommendation 5)

= Key Activities of the Housing Development Corporation
(recommendations 6 and 7)

* Financial Model (recommendation &)
* I[mplementation Plan (recommendations 9 to 11)
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Presenter
Presentation Notes
Based on our findings we have identified a range of draft recommendations for your consideration:

Corporate Structure and Governance (recommendations 1 to 3)
Approve the establishment of an HDC for the City of London
Incorporate the HDC under the Business Corporations Act with the City of London as the sole shareholder
Put in place a “Shareholder Direction” from the City of London to the HDC setting out its mandate and powers
Key Activities of the Housing Development Corporation
Direct the HDC to thoroughly review the proposed key activities and report back to the City with its short- and long-term plans for meeting the approved goals and directions
Direct the HDC to partner with the City of London and the London & Middlesex Housing Corporation regarding redevelopment opportunities
Financial Model
Direct the HDC to thoroughly review the proposed financial model for the operation of the HDC, and the plan for sustainable funding/financing of affordable housing development and regeneration 
Implementation Plan
Put in place an implementation team to continue the work started through the HDC business plan process to ensure that the HDC is operational by December 31, 2015
Direct the HDC to prepare a business plan for the period of 2016 to 2020 (and in five-year increments thereafter), including its plan for how it will proportionately allocate available government funds to the HDC and community partners
Direct the implementation team or HDC to assess the feasibility of and structure of the Resilient Communities Fund 



NEXT STEPS


Presenter
Presentation Notes
What we’ve tabled and presented today is our draft business plan for the HDC for your input.  

We will also being going out to the community on April 14th to obtain their input, as well as some guidance on what they see as priorities, where they see themselves fitting into the process and some more detail on outcomes.
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Next Steps

Incorporate feedback from today’s meeting

Work with City’s Finance team on a detailed review of the costs and implications to the
City, both for start-up and long term

Share draft business plan with key stakeholders (week of April 7)

Hold a consultation session with select group of stakeholders to obtain their feedback on
the draft plan (April 14)

Hold Corporate Resource Committee meeting to consider feedback and revisions (May 28)
Finalize the business plan for HDC and submit to CHLC (May 1)

Meet with CHLC to discuss stakeholder feedback and present final business plan (May 12)
C&PS Meeting to consider HDC business plan (May 21)

Council Meeting to consider HDC business plan (Jun 10)
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THANK YOU & QUESTIONS
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APPENDICES

Appendix 1: Project Approach

Appendix 2: Community Engagement and Consultation

Appendix 3: The Business Model Canvas in Detail

Appendix 4: Best Practices in Housing Development Models
Appendix 5: Overview of Municipal Tools and Incentives

Appendix 6: Financial Model Assumptions

Appendix 7: HDC Structuring Considerations and Recommendations

Appendix 8: The Resilient Communities Fund
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Presenter
Presentation Notes
an HDC does not have to rely strictly on property taxes, user fees and licensing charges to raise the financing required to play an active role in housing development.  It can, for example, generate revenue through market activity, build capital reserves, and partner with other entities and convert profits into sustainable funding and reinvestment.  It can direct profits to future affordable housing and organizational sustainability.  It can act more expeditiously than a municipality on time-sensitive matters and diversify its activities. An HDC could directly develop various forms of housing on its own, partner with local non-profit and private sector developers in development initiatives, help community partners gain access to surplus municipal lands and available federal and provincial housing programs.
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