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. The Problem: Why Canada Needs a New
Financial Architecture

Canada faces a structural, not temporary, affordable housing crisis.

Costs arerising, supply is lagging, aging buildings require reinvestment, and mission-
driven housing providers lack the financial tools to scale. The root causes go beyond
construction or zoning—they lie in how the system is financed.

1. A linear funding model that cannot scale

Canada relies heavily on grants and subsidies. Once spent, funding disappears.
Governments are required to refill the same gaps year after year, creating a cycle that is
fiscally unsustainable and unable to match the speed of population and cost growth.

2. No national investment pathway for impact capital

Institutional investors—including pension funds, insurers, foundations, and impact
funds—are actively seeking stable, purpose-driven impact investments. Canada offers no
federally backed, investment-grade product dedicated to affordable housing.

As a result, billions of potential capital remain untapped.

3. Mission-driven organizations lack scalable financing
tools
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Non-profits, Indigenous housing societies, and community organizations carry the greatest
public trust but lack access to low-cost, long-term capital. They face:

e higherinterest rates

o fragmented programs

e unpredictable timing

e barriers to refinancing

¢ limited pathways to build portfolios

This prevents them from shifting from single-project development to portfolio-level
ownership and growth.

4. CMHC’s existing power is underutilized

CMHC already insures most affordable housing mortgages and operates a securitization
platform—yet Canada does not use these tools to create a national impact capital
market. Other countries do:

e The U.S. uses Ginnie Mae
e The UK uses affordable housing investment trusts
e Chinaissues dedicated public REITs for affordable rental housing

Canada has the capacity but lacks the financial architecture to deploy it.

5. Public dollars are not being recycled

Housing investments generate mortgage payments, interest, and cash flows—yet none of
this is captured or redirected into future projects. Without a regenerative system,
governments must continually inject new money to maintain affordability.
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Il. What is CIFI? (Circular Impact Finance
Infrastructure)

CIFl is a national, circular financial system that mobilizes public and private capital
into affordable housing and regenerates that capital over time.

It creates a unified architecture that links federal tools, mission-driven housing providers,
and institutional investors into one continuous system.

CIFlis designed around three core components:

lll. How CIFl Works (Three Mechanisms)

1. Impact Mortgage-Backed Securities (Impact MBS)

A dedicated, government-backed securitization program for affordable and mission-driven
housing

Purpose:

To create Canada’s first federally supported, investment-grade impact product that directs
large-scale institutional capital into affordable, non-market, Indigenous, co-op, and
community-led rental housing.

How it works:

e CMHC creates a separate, impact-specific MBS category within its securitization
platform.

e Only mortgages on affordable or mission-driven housing qualify.

e Mortgages must be CMHC-insured, ensuring full federal credit protection for
investors.

e CMHC pools these mortgages and issues Impact MBS to pension funds, insurers,
asset managers, and impact investors.

e Because the securities are federally insured, investors underwrite the Government
of Canada, not the operational strength of individual non-profits or Indigenous
housing providers.

Why investors will buy:
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e Impact MBS are effectively Government of Canada-equivalent for credit risk.

e The underlying mortgages—though affordable—pose no additional risk to investors
due to federalinsurance.

e This mirrors the structure of other successful global social-housing securities (U.S.
Ginnie Mae, China ARH MBS, NHFIC in Australia).

e Investors gain access to a transparent, standardized, investment-grade impact
product with measurable social outcomes.

Outcome:
Impact MBS becomes the financial backbone of Canada’s affordable housing system,
unlocking billions in low-cost capital while maintaining strong impact integrity.

2. Impact Real Estate Investment Trust (i-
REIT)

A long-term, mission-governed portfolio platform that recycles returns and expands
community ownership

How It Works

The i-REIT operates as a mission-first, impact-governed real estate trust, with
affordability and community benefit embedded into its legal and financial design.

1. Mission-Alighed Ownership and Governance

e Community, Indigenous, municipal, and non-profit partners hold governance-
protected units or special decision-making rights.

o Affordability, Indigenous rights, and community benefit are enshrined through the
trust declaration and trustee requirements.

e Private investors may participate financially without gaining control of mission
outcomes.
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2. Government-Backed Seed Funding and Low-Cost
Capital

To ensure the i-REIT supports deep affordability and difficult-to-finance asset classes
(supportive housing, social housing, non-profit redevelopment), the federal government
can provide targeted catalytic support, such as:

a. Seed Funding for Early Portfolio Formation

e Initial capitalization to acquire or stabilize mission-driven assets
e Support for early contributions from Indigenous and non-profit partners
¢ Funding for due diligence, legal setup, and trust governance infrastructure

This ensures the REIT has a strong, stable foundation, reducing risk and attracting
institutional investors later.

b. Low-Interest or Government-Enhanced Development Capital

e Preferential financing rates for new affordable housing projects

¢ CMHC-enhanced loans to reduce cost of capital for deeply affordable or supportive
units

¢ Long-term, predictable financing that protects operating margins

This strengthens the pipeline of projects that will ultimately enter the i-REIT.

c. Operational Support for Supportive Housing & Social Housing

e Adedicated federal or provincial operating fund that supports
o supportive housing
o transitional housing
o specialized social housing
e Ensuresthese projects can be sustainably operated even with deep affordability
requirements.

This is critical for enabling the i-REIT to hold complex, high-support buildings while
maintaining long-term affordability and community outcomes.
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3. Stabilized Assets Create Predictable Cash Flow

e Mission-driven assets held by the i-REIT produce steady rentalincome.

e Lower-cost CMHC-insured financing (fed by Impact MBS) enhances financial
stability.

e Cash flow supports both operations and ongoing reinvestment.

4. Dividends Are Recycled Into New Projects

The i-REIT uses a unique circular dividend policy:

e A portion of returns is distributed to investors.

e Aportionis reinvested by the REIT or by mission partners to:
o acquire new sites

redevelop aging buildings

deepen affordability

expand Indigenous community ownership

o O O

This reinvestment mechanism makes the i-REIT a perpetual affordability engine.

5. Unlocks Institutional and Private Impact Capital

Because the REIT includes:

e government-backed financing (via Impact MBS)
e standardized impact reporting

e strong governance protections

e guaranteed affordability

...it becomes an attractive platform for:

e pensionfunds

e impactfunds

e insurers

e philanthropic capital
e community investors
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Investors receive stable, long-term returns aligned with ESG mandates while mission
control remains intact.

6. Supports Portfolio Growth for Mission Organizations

The i-REIT offers mission-driven partners:

e access to equity and refinancing tools

e« shared asset management infrastructure

e long-term stewardship protections

e scalable portfolio growth

o the ability to leverage the REIT without losing ownership control

This transitions non-profits and Indigenous groups from fragmented project-by-project
efforts to professionalized, resilient, portfolio-scale housing organizations.

Outcome

With government-backed seed funding, enhanced low-cost lending, and operating support
for deeply affordable housing, the i-REIT becomes a self-sustaining national platform
that:

o stabilizes mission-driven housing assets

e recycles returns to fund both new and existing supply

¢ empowers mission-driven organizations—non-profits, Indigenous housing
societies, municipalities, and community partners—to grow portfolios sustainably

e protects long-term affordability and community ownership

e reduces dependence on annual government grants

e creates an investable, impact-first vehicle that aligns private capital with public
purpose

The i-REIT serves as the long-term anchor of the Circular Impact Finance Infrastructure,
driving generational-scale affordability and community wealth-building.
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3. Impact Tax Rollover

A federal tax mechanism that unlocks private assets and equity for long-term impact use

Purpose

To enable individuals, corporations, developers, landowners, and institutional investors to
transfer real estate or equity into mission-aligned housing vehicles—without triggering
immediate capital gains tax—thereby unlocking billions of dollars of privately held assets
for affordable housing.

How it Works

Modeled after existing rollover provisions in corporate law (e.g., Section 85 of the Income
Tax Act), the Impact Tax Rollover would:

o allow property owners or investors to defer capital gains tax when transferring
assets into:

o

o O O O O O

o

Impact REITs (i-REIT)

Indigenous housing corporations

community land trusts

non-profit housing entities

blended public—private partnerships

Rental Protection Fund vehicles

charitable or philanthropic housing structures

municipal or provincial community housing corporations

e permit the rollover of:

o

o O O O

o

land

income-producing rental buildings

commercial assets being repurposed for mixed-use or housing
partnership units

shares of real estate companies

joint venture interests

e unlock intergenerational transitions (e.g., family-owned rental buildings seeking
impact stewardship)

e create a pipeline of impact-first equity that can flow into mission-driven entities
without losing value to taxation

o facilitate public—private deals where the government wants to secure long-term
affordability or Indigenous ownership

Why This Is Transformative
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The Impact Tax Rollover is broader and more powerful than traditional housing tools. It can
catalyze:

1. Rental Protection Fund transactions

Allows families and private owners to sell to mission-driven buyers without tax loss,
accelerating acquisition of aging rental stock.

2. Indigenous partnership opportunities

Enables joint ventures where private land or assets can be transferred into Indigenous
ownership over time.

3. Corporate and institutional participation

Large developers or corporations can contribute land or projects into an Impact REIT or
community trust as part of ESG commitments or impact-driven partnerships.

4. Estate and succession planning

A major source of privately owned rental housing (especially in B.C. and Ontario) is held by
aging families. The rollover becomes an attractive on-ramp to mission ownership.

5. New blended finance structures

The rollover enables hybrid public-private projects where private equity enters at reduced
tax friction and receives structured returns, while mission organizations retain long-term
control.

Outcome

The Impact Tax Rollover becomes a national gateway for moving private assets into
impact use — at scale — in ways that:

e protect affordability

¢ enhable Indigenous and community ownership

e deepen public—private collaboration

e reduce reliance on grant funding

e dramatically expand the supply of mission-driven equity

It becomes one of the most strategic tools in the CIFI architecture for engaging private and
institutional partners.
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IV. The Circular System (Why CIFI Works)

CIFI’s power lies in how the three mechanisms reinforce one another:

1. Impact MBS unlocks low-cost, large-scale capital into affordable housing
mortgages.

2. i-REIT stabilizes assets and recycles returns to support both new and existing
supply, and strengthens the capacity of mission-driven organizations.

3. Impact Tax Rollover continually injects private assets and equity into mission-
driven ownership.

Together, Circular Impact Financial Infrastructure creates a multi-cycle, regenerative
financing system where capital does not disappear — it grows, compounds, and fuels the
next generation of affordable housing.
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V. Benefits to Canada

For Government

Reduces future grant pressure

Turns existing programs into self-replenishing mechanisms
Builds a national impact investment market

Aligns federal housing, community, and Indigenous priorities

For Mission Organizations

Access to lower-cost mortgages
Pathways for portfolio growth
Long-term ownership protections
Increased financial resilience

For Investors

VI.

Safe, government-aligned impact investment products
Clear, measurable social outcomes
Opportunities for institutional, retail, and philanthropic capital

Conclusion

CIFlis not another program — it is a national financial infrastructure that allows Canada
to move from a linear housing funding model to a circular one.

By creating a scalable impact MBS market, a mission-governed REIT platform, and a tax
rollover that unlocks private assets, Canada can build a housing system that is financially
sustainable, socially accountable, and capable of delivering affordability for generations.
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