Weirkoulds»

CMHC Insured Financing: A Lender Side Playbook for
Multi Residential Transactions

May 27, 2026

By Arturo Pugliese, Yalda Mousavi

For lenders active in Ontario’s multifresidential market, CMHCRlinsured financing remains a critical tool despite shifting rates,
construction cost volatility, and heightened regulatory scrutiny. Although insured lending is often framed as a borrower benefit, its
real value for lenders is how it transfers credit risk, improves capital efficiency, and adds predictability that can be hard to achieve in
conventional lending. From a lender perspective, CMHC financing is a distinct regime with its own risk allocation, security

expectations, enforcement mechanics, and compliance obligations.
Understanding CMHC Financing from the Lender’s Perspective

The Canada Mortgage and Housing Corporation (“CMHC") is a federal Crown corporation that plays a central role in Canada’s housing
finance ecosystem by insuring qualifying mortgage loans advanced by approved lenders. Importantly, CMHC does not generally lend
directly. Instead, it provides mortgage loan insurance that protects lenders against loss, subject to strict adherence to program

requirements.

This insurance shifts transaction economics. By transferring much of the credit risk to CMHC, lenders can offer longer amortizations,
higher advance rates, and more competitive pricing than would otherwise be feasible; features that are particularly attractive for

purposellbuilt rental assets held over long investment horizons.

A critical distinction is that CMHC insures lenders, not borrowers. The lender remains responsible for underwriting, administration,
and enforcement, and coverage is conditional. Ongoing compliance with CMHC requirements matters throughout the term, and

failures in reporting, affordability compliance, or unapproved changes to structure or use can jeopardize coverage.
Applying CMHC Financing to MultiZlUnit Residential Assets

Purposellbuilt rental housing sits at the core of CMHC'’s insured lending mandate and continues to receive strong policy support. For
lenders, this can translate into predictable cash flow, improved construction takeZout certainty, longer amortizations, and reduced
refinancing risk. Insured rental loans can offer a compelling riskZreturn profile for lenders seeking lowerlvolatility exposure with

downside protection.

CMHC financing is also available for mixed?use developments where residential income predominates. These transactions require
careful structuring so commercial components do not undermine insurability, including attention to income allocation, valuation,
security priorities, and sharedBluse or title arrangements. Proper structuring at the outset helps preserve coverage and avoid closing

delays.

Affordable and social housing projects present a different risk profile. These transactions are often supported by explicit policy



initiatives and, in some cases, layered with government subsidies or nonZprofit sponsorship. While they may involve tighter
operational oversight and more restrictive covenants, they frequently offer enhanced takellout certainty and reduced execution risk.
For construction lenders in particular, insured takeZlout on affordable housing projects can substantially mitigate completion and

refinancing exposure.

Across all asset types, multifunit residential transactions raise structuring considerations that are less common in other commercial
asset classes. Phased developments require careful coordination of insurance approvals and advances, while the distinction between
acquisition, refinance, and construction financing materially affects timing and documentation. From a lender’s standpoint, aligning

insured takelout timing with construction milestones is often one of the most critical, and complex, elements of deal execution.

CMHC Programs and Policy Alignment

While CMHC offers a range of insured financing products, lenders frequently encounter programs aimed at expanding rental housing
supply, including the Apartment Construction Loan Program which provides low-cost loans to build rental apartment projects, during
the riskiest phase of development: from construction through to stabilized operations. Although specific criteria vary, these programs
generally impose requirements related to rental tenure, affordability thresholds tied to local market metrics, energy efficiency or

climate performance, and sponsor experience.

Selecting the appropriate program early in the underwriting process is not merely an administrative exercise. Program choice directly
affects loan terms, security documentation, closing mechanics, and ongoing compliance obligations. For lenders, early clarity on

program fit can significantly reduce execution risk and avoid costly last?Zminute restructuring.

Security, Certificates of Insurance, and the Role of Counsel

A key difference between CMHCinsured loans and conventional commercial mortgages is the security package. Insured financings
typically involve a first@ranking mortgage drafted to CMHCEIcompliant standards, plus covenants governing affordability, operations,

reporting, and changes to the property or ownership structure.

Central to this framework is the Certificate of Insurance (the “COI”). The COl is not a formality; it evidences coverage and defines its
scope, including the insured amount, approved amortization, permitted uses of proceeds, and conditions that must be met on an
ongoing basis. In practice, most of the COIZdriven requirements show up in the mortgage/charge terms, often in the charge schedule

and the related covenant package.

Experienced legal counsel plays a critical role in managing this risk. Lender counsel must ensure that security documents align with
CMHC requirements, that insurance coverage is not inadvertently impaired through amendments or restructurings, and that closing
mechanics are carefully coordinated among the borrower, lender, and CMHC. Counsel is also central to advising on defaults and

enforcement, where preserving insurance coverage can be just as important as realizing on security.

What's Unique About the COI in a CMHCBInsured Transaction

¢ Itis the insurance contract evidence for the loan. Unlike a typical “certificate of insurance” delivered in commercial real estate
(which often just confirms existence of property/liability coverage), the CMHC COI evidences the mortgage loan insurance
backing the lender’s credit.

¢ |t ties coverage to an approved loan structure. The COI generally reflects the insured loan amount and key structural
parameters (for example, approved amortization and other CMHCZlapproved terms). Changes to the deal postZapproval can
create coverage risk if not processed through CMHC.

¢ Coverage is compliancelllsensitive. The COl sits within a broader compliance framework: ongoing reporting and covenant



compliance (including any affordability/operations commitments baked into the approval) can be integral to maintaining
coverage.

¢ |t informs closing mechanics and counsel’s role. Lender’s counsel typically coordinates deliverables and confirmations with an
eye to preserving insurability, because if the loan closes on terms that diverge from what CMHC approved, the lender may
face a gap between expected and actual coverage.

¢ |t matters on amendments, renewals, and enforcement. In conventional deals, amendments are primarily bilateral
lenderZlborrower matters. In insured deals, certain amendments, waivers, or restructurings may need CMHC visibility/consent
to avoid impairing coverage - particularly when they touch loan terms, security, project scope, or ownership/operational

covenants.

Practical takeaway: treat the COl as a transactioncritical deliverable, not a postclosing formality. From a lender process
perspective, it is prudent to (i) confirm early which deal terms are “CMHCBapproved” and therefore effectively locked, (ii) route
material term changes through the insured@lending team before documents are finalized, and (iii) maintain a clear compliance trail

(reporting, approvals, and change requests) so that coverage is defensible if a claim scenario ever arises.

Strategic Considerations for CMHCZActive Lenders

From a strategic standpoint, CMHC financing adds the most value in transactions involving stabilized or nearstabilized purposelZbuilt
rental assets, loans where extended amortization materially improves cash flow, and construction financings where insured takeZout
significantly reduces refinancing risk. In Ontario, this often includes assets in major employment and transitZoriented nodes (for
example, in the GTA and surrounding areas, Ottawa, Hamilton, and KitchenerWaterloo), where longliterm rental demand supports
durable underwriting. In these contexts, the benefits of insurance typically outweigh the additional documentation, oversight, and

compliance requirements.

Conversely, insured financing may be a poor fit for highly transitional assets, projects relying on aggressive leaseZlup assumptions, or
structures that conflict with CMHC's policy objectives. In such cases, pursuing insurance can consume underwriting resources without

delivering commensurate benefits.

Across all transactions, early coordination is essential. Successful CMHCHinsured financings depend on close alignment among
lenders, borrowers, CMHC program staff, and legal advisors from the earliest stages of deal structuring. Where that coordination is

lacking, delays and coverage issues are more likely to arise.

Conclusion

CMHCHinsured financing remains a cornerstone of multiflresidential lending in Canada, and it is particularly impactful in Ontario’s
purposellbuilt rental landscape where execution, compliance, and longlliterm cashiflow stability drive outcomes. Not because it is
universally applicable, but because it offers a unique combination of credit enhancement, duration, and stability when deployed in the
right context. For lenders willing to engage with its structural and compliance requirements, insured financing continues to provide a

durable platform for capital deployment across market cycles.

| regularly advise lenders on CMHCElinsured multifresidential transactions, including construction financings, and welcome the

opportunity to support lenders navigating the complexities of insured lending.

This article is provided for information purposes only and does not constitute legal advice or a statement of CMHC policy. The
information and comments herein are for the general information of the reader and are not intended as advice or opinion to be relied
upon in relation to any particular circumstances. For particular application of the law to specific situations, the reader should seek

professional advice.
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