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CANADA MORTGAGE AND HOUSING LOAN -TOWN OF MARKHAM 
 
The Finance and Administration Committee recommends the adoption of the 
recommendations contained in the following report dated April 9, 2010, from the 
Commissioner of Finance. 

 
 

1. RECOMMENDATIONS 
 
It is recommended that: 
1. Regional Council support an application by the Town of Markham to Canada 

Mortgage and Housing Corporation (CMHC) under the Municipal Infrastructure 
Lending Program for the development of the Birchmount Energy Centre in an amount 
not to exceed $13.055 million for a term not to exceed 20 years subject to the 
conditions outlined in Table 1 of Section 4 of this report. 
 

2. The Regional Chair and the Regional Treasurer be authorized to execute all 
documents, including any financial instruments required to give effect to the Town of 
Markham loan subject to review of Legal Services. 

 
 

2. PURPOSE 
 
This report recommends supporting the Town of Markham’s loan application through the 
Region to Canada Mortgage and Housing Corporation (CMHC) to fund the construction 
of the Markham District Energy Birchmount Energy Centre.  
 
 

3. BACKGROUND  
 
Markham District Energy Corporation and the Town of Markham are 
exploring methods to most effectively finance the Birchmount Energy 
Centre  
 
The Markham District Energy Corporation (MDEC) which is wholly owned by the Town 
of Markham is developing a new district energy plant, the Birchmount Energy Centre. 
The Centre will produce hot and chilled water which will supply cooling and heating to 
customers in the downtown Markham Centre.  
 
As explained in the attached December 2009 Report to the Town’s General Committee 
(Attachment 1) the Town has proposed entering into an arrangement whereby the Town 
will build and own the project on MDEC’s land and lease it back to the MDEC in the 
amount of the financing costs associated with the development of the project. 
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The Town has made an application under the Building Canada Stimulus Fund (BCSF) to 
fund the project. If this application is approved the Town will receive one-third of the 
estimated project cost of $13.055 million cost from the federal government and another 
third from the province.  If the Town’s application under the BSCF is successful, it will 
apply for its one-third of the project cost ($4,351,667) to Canada Mortgage and Housing 
Corporation under its Municipal Infrastructure Lending Program.  
 
The Municipal Infrastructure Lending Program provides low interest rate loans to 
municipalities to develop projects which relate mainly to residentially related 
infrastructure. The Town’s Council Report approving the application to CMHC in March 
2010 is attached as Attachment 2 to this report. Although not indicated in the Town’s 
report the term of the financing being sought is up to 20 years. Obtaining CMHC 
financing could result in significant savings to the Town of between 85 and 100 basis 
points on the interest to be repaid. 
 
As further outlined in Attachment 2, the Town may apply for the entire $13.055 million 
cost of the project to CMHC if its application to the BCSF is not successful.  
 
CMHC Loans in Ontario to local municipalities must be approved by their 
regional municipalities 
 
Under the Municipal Act, 2001 local municipalities in Ontario cannot issue their own 
debentures The Municipal Act, 2001 mandates that such debentures are issued by 
Regional municipalities on behalf of their local municipalities. Further, CMHC executes 
its loan agreement only with Regional municipalities in Ontario.  
 
 

4. ANALYSIS AND OPTIONS 
 
The Region is not fully protected under the provisions from non-
performance on the part of the local municipality 
 
The Region’s external counsel has indicated that the Region is protected under provisions 
of the Municipal Act, 2001 in respect of repayment of the loan. However, the Region will 
not be protected in a situation where the local municipality does not perform its 
development obligations under a contract signed only between the Region and CMHC.  
For example, the CMHC agreement calls for significant penalties if the Town does not 
complete the project by March 31, 2012. 
 
As such, our counsel has advised that the Region and the Town will need to enter into an 
indemnification agreement whereby the Town agrees to indemnify the Region against 
any lack of performance which is described in the CMHC- Region Agreement.  
 



 
Report No. 5 of the Finance and Administration Committee 

Regional Council Meeting of May 20, 2010 
 
 

It is recommended Regional Council support of the loan application and any subsequent 
execution of the loan agreement by the Region be subject to normal borrowing 
documentation required by the Region in addition to the conditions as outlined below. 
 
Conditions required for Regional approval of Town of Markham CMHC loan 
• Solicitor’s opinion from the Town indicating that the lease arrangement between the Town 

and MDEC is fully compliant with all regulations and statutes 
• Confirmatory letter from CMHC that the arrangement being contemplated by the Town 

meets all CMHC’s program objectives; 
• An indemnification agreement from the Town to the Region which satisfies the Region in its 

sole discretion that it will not be at risk due to any non-performance by the Town concerning 
the loan arrangements made between CMHC and the Region 

• Any other statutory and regulatory requirements required by the Region  
 
 
 

5. FINANCIAL IMPLICATIONS 
 
There are no financial implications to the Region arising from the recommendations in 
this report. 
 
 

6. LOCAL MUNICIPAL IMPACT 
 
Receiving a low interest cost loan from CMHC will enable the Town of Markham to 
develop a cooling and heating plant for its new downtown Centre in a cost effective 
manner. 
 
 

7. CONCLUSION 
 
The Town of Markham has requested a low interest rate loan from Canada Mortgage and 
Housing Corporation in an amount up to $13.055 million which could result in significant 
savings to the Town. The actual loan agreement will be required to be signed by the 
Region requiring the Town and the Region to satisfactorily conclude an indemnification 
agreement. The Region will require the Town to meet other conditions as outlined in this 
report. 
 
For more information on this report, please contact Len Bulmer at Ext. 1676. 
 
The Senior Management Group has reviewed this report. 

 
(The two attachments referred to in this clause were included in the agenda for the 
May 6, 2010 meeting.)  
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