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Item No. 14.1.5                
 Halifax Regional Council 

 October 2, 2018 
  

 
TO:   Mayor Savage and Members of Halifax Regional Council 
 
 
SUBMITTED BY:  

Jacques Dubé, Chief Administrative Officer 
    
    
 
DATE:   August 24, 2018 
 
SUBJECT:  2018 Fall Debenture 

 
ORIGIN 
 
Capital Funding Requirements. 
 
 
LEGISLATIVE AUTHORITY 
 
Halifax Regional Municipality Charter (HRM Charter),  
83 (1)  The Municipality may borrow to carry out an authority to expend funds for capital purposes 
conferred by this Act or another Act of the Legislature; 
 
111 (2)  No money may be borrowed by the Municipality or a committee created by an inter-municipal 
services agreement pursuant to the provisions of this Act or another Act of the Legislature until the 
proposed borrowing has been approved by the Minister;  
 
112 (1) Where the Municipality is authorized to borrow money, subject to the approval of the Minister 
 

(a) the sum shall be borrowed by the issue and sale of debentures, in one sum or by 
instalments, as determined by the Council; 

(b)  the Council shall determine 
(i)  the amount and term of, and the rate of interest on, each debenture, 
(ii)  when the interest on a debenture is to be paid, and 
(iii)  where the principal and interest on a debenture are to be paid. 

 
113  (1) Where the Municipality is authorized to borrow money, the Municipality may, with the 
approval of the Minister, postpone the issue of debentures and borrow the money on terms and 
conditions agreed upon with the lender. 
 
 
RECOMMENDATION 
 
It is recommended that Halifax Regional Council authorize the Mayor and Municipal Clerk to sign the 
Resolution for Pre-Approval of Debenture Issuance, subject to interest rate confirmation not to exceed 
4.00%, to enable the Halifax Regional Municipality to issue a 10-year debenture of $11,454,000.  
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BACKGROUND 
 
Subsection 83 (1) of the HRM Charter allows the Municipality to borrow for capital purposes, providing the 
Municipality has the authority to expend funds for that capital purpose. Clause 112(1)(b) of the HRM 
Charter provides the legislative authority for Council to pass a resolution that sets the parameters for a 
debenture issue. 
 
Subsection 111(2) of the HRM Charter states “No money may be borrowed by the Municipality or a 
committee created by an inter-municipal services agreement pursuant to the provisions of this Act or 
another Act of the Legislature until the proposed borrowing has been approved by the Minister.” The 
process to fulfill this requirement is for Council to approve Temporary Borrowing Resolutions (“TBR’s”) 
in order to borrow money for capital purposes. This resolution must subsequently be approved by  
the Minister of Municipal Affairs. 
 
 
DISCUSSION 
 
The HRM Charter further provides the legislative authority for Council to pass a resolution that sets the 
parameters for a debenture issue.   This is the Resolution for Pre-Approval Form attached. 
 
HRM currently has one TBR (pending approval) with an available balance of $172,673,900.  HRM will be 
utilizing this TBR for the 2018 Fall Debenture Issuance.   
 
Staff has analyzed our current active capital projects requiring debt funding to determine the amount 
required and appropriate length of debenture. The result of the analysis is to request that $11,454,000 be 
financed over 10 years. 
 
To calculate the costs of borrowing these funds, an estimated interest rate of 4.0% was used.   The Fall 
2017 debenture; 10 - year term rate was 2.84%.  Spring 2018 debenture was 3.18%.  It is anticipated that 
the Fall 2018 debenture will have a rate lower than the 4.0% estimated interest rate.  Staff recognizes that 
the large difference between the interest rate contained in the Resolution for Pre-Approval of Debenture 
Issuance Subject to Interest Rate and the anticipated actual borrowing rate has at times been a concern. 
The interest rate of 4.0% provides a substantial “cushion” to ensure that a debenture issue can be executed 
even if market conditions change. If the terms of the subsequently negotiated debenture issue are within 
the parameters, there is no longer a need for Council to reapprove the specifics of the issue and the 
debenture documents can be finalized without returning to Council. 
 
The parameters set out in the attached resolution for pre-approval of debenture issuance are as follows: 

 
Borrow          $11,454,000 
Maximum “all-in” interest rate               4.00% 
Term      10 year 
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The amortization schedule for the debenture with a 10-year term financed at the maximum rate of 4.0% 
and with an estimated issuance date of November 2018 is listed as follows: 
 

          
For comparison purposes, if the interest rate is 3%, the cost of borrowing the $11,454,000 would be reduced 
from $2,519,880 to $1,889,910. 
 
 
FINANCIAL IMPLICATIONS 
 
The interest payment on the anticipated 2018 Fall Debenture will not commence until the 2019/20 fiscal 
year and will be included in that year’s operating budget. 
 
 
RISK CONSIDERATION 
 
Without debt funding to fund these projects, it could impact operating funds, which could increase tax rates 
or reserve withdrawals. 
 
 
COMMUNITY ENGAGEMENT 
 
N/A 
 
 
ENVIRONMENTAL IMPLICATIONS 
 
N/A 
 
 
ALTERNATIVES 
 
As these projects were identified in the budget process to be funded by debt, this is the logical source of 
permanent funding.  Subject to the Financial Reporting and Accounting Manual (“FRAM”) guidelines, on 
the timing of the permanent financing of capital projects, Council could choose not to approve the current 
recommendation to finance these projects now in the hope of obtaining better interest rates at a future bond 

Yr Fiscal Mon
Opening 
Balance Total Payment Principal

Interest 
Payment

Total Interest 
by Fiscal Yr Principal Total P + I Fiscal Year

1 2019 May $11,454,000 $229,080 $229,080 $0
1 2019 November $1,374,480 $1,145,400 $229,080 $458,160 $1,145,400 $1,603,560 2019/20
2 2020 May $10,308,600 $206,172 $206,172 $0
2 2020 November $1,351,572 $1,145,400 $206,172 $412,344 $1,145,400 $1,557,744 2020/21
3 2021 May $9,163,200 $183,264 $183,264 $0
3 2021 November $1,328,664 $1,145,400 $183,264 $366,528 $1,145,400 $1,511,928 2021/22
4 2022 May $8,017,800 $160,356 $160,356 $0
4 2022 November $1,305,756 $1,145,400 $160,356 $320,712 $1,145,400 $1,466,112 2022/23
5 2023 May $6,872,400 $137,448 $137,448 $0
5 2023 November $1,282,848 $1,145,400 $137,448 $274,896 $1,145,400 $1,420,296 2023/24
6 2024 May $5,727,000 $114,540 $114,540 $0
6 2024 November $1,259,940 $1,145,400 $114,540 $229,080 $1,145,400 $1,374,480 2024/25
7 2025 May $4,581,600 $91,632 $91,632 $0
7 2025 November $1,237,032 $1,145,400 $91,632 $183,264 $1,145,400 $1,328,664 2025/26
8 2026 May $3,436,200 $68,724 $68,724 $0
8 2026 November $1,214,124 $1,145,400 $68,724 $137,448 $1,145,400 $1,282,848 2026/27
9 2027 May $2,290,800 $45,816 $45,816 $0
9 2027 November $1,191,216 $1,145,400 $45,816 $91,632 $1,145,400 $1,237,032 2027/28

10 2028 May $1,145,400 $22,908 $22,908 $0
10 2028 November $1,168,308 $1,145,400 $22,908 $45,816 $1,145,400 $1,191,216 2028/29

$13,973,881 $11,454,000 $2,519,880 $2,519,880 $11,454,000 $13,973,881

2018 Fall Debenture Amortization Schedule
10 Year Amortization Schedule

with estimated 4% interest rate
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issue.  Staff does not recommend this alternative as current interest rates are low and the future level of 
interest rates is unknown.  Additionally, permanent funding sources are required to be in place within a year 
after an asset is put into use. 
 
Another alternative is for Council to fund these projects through the General Tax rate in one year.  This may 
increase the Tax Rate or reduce other projects to be funded in the 2019/20 fiscal year.  This is not 
recommended as using debt distributes the costs over a 10-year period and the costs to borrow are low. 
 
 
ATTACHMENTS 
 

A. Copy of TBR 18/19-1 & Schedule A outlining TBR by Asset Class (pending Council and 
Ministerial approval at time of this report being written)  

B. Resolution for Pre-Approval of Debenture Issuance Subject to Interest Rate $11,454,000 
C. Breakdown of Proposed Debenture 2018B1 by Asset Category 

 
 
 
 
 
A copy of this report can be obtained online at halifax.ca or by contacting the Office of the Municipal Clerk at 
902.490.4210. 
 
Report Prepared by: Nancy Harper, Accounting Controls & Reporting Manager, Finance & Asset Management 

902.490.3696 
 
 










