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Item No.   11.1.2              
 Halifax Regional Council 

 September 23, 2014 
  

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

Richard Butts, Chief Administrative Officer 
    
    
    
   Mike Labrecque, Deputy Chief Administrative Officer 
 
DATE:   August 29, 2014 
 
SUBJECT:  2014 Fall Debenture and Temporary Borrowing Resolutions 

 
ORIGIN 
 
Capital Funding Requirements. 
 
LEGISLATIVE AUTHORITY 
 
Halifax Regional Municipality Charter, Section 79(1)(ada) providing for, financing and installing energy-
efficiency equipment on private property including, without restricting the generality of the foregoing, solar 
panels; Section 83, 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; Section 112 Where the Municipality is 
authorized to borrow money, subject to the approval of the Minister; and Section 113, 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: 
 

1. Authorize the Mayor and Municipal Clerk to sign the Resolution for Pre-Approval of Debenture 
Issuance, subject to interest rate confirmation not to exceed 5.00%, to enable the Halifax 
Regional Municipality to issue a 10-year debenture of $20,280,000; 
 

2. Approve a Temporary Borrowing Resolution of $125,447,524 for financing of the debt funded 
portion of 2014/15 and previous year’s capital projects, ($115,447,524) and for re-financing of the 
Harbour Solutions Project ($10,000,000); and, 
 

3. Approve renewing a Temporary Borrowing Resolution of $5,455,000 for financing of the Solar 
City Pilot Program.  
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BACKGROUND 
 
The Halifax Regional Municipality Charter, Section 112, requires Municipalities in the Province of Nova 
Scotia 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 Service Nova Scotia and 
Municipal Relations. 
 
The Charter further provides the legislative authority for a Council to pass a resolution that sets the 
parameters for a debenture issue. 
 
DISCUSSION 
 
A temporary borrowing resolution is required for financing of the debt funded portion of the approved 
capital projects.  HRM currently has two TBR’s both of which have an amount available and expiry date.  
The expiry date needs to be coordinated in such a way that the TBR’s do not expire prior to HRM 
exercising its authority to debenture against them.  For this reason, TBR’s are consolidated and merged 
into one TBR from time to time.  The total amount of approved 2014/15 and previous year’s outstanding 
debt funded projects is $115,447,524, excluding the Solar City Pilot Project (see attached schedule).   
 
In 2004, Council approved a 20 year debenture for the financing of the Harbour Solutions Project.  At the 
end of 10 years, 2014, the 10 years remaining on the payment of that debenture, needs to be refinanced, 
and therefore, also requires a new TBR for the amount of refinancing which is $10,000,000.  This portion 
of the amount debentured is recoverable from Halifax Regional Water Commission.  With these two 
purposes combined, the total TBR required for HRM is $125,447,524. 
 
The TBR for the Solar City Pilot Project was approved by Council February 19, 2013.  The TBR is valid 
for 24 months from the date the Minister approves, and therefore, needs to be renewed for another 24 
month period as it expires on March 19, 2015.  We are keeping this TBR separate from our consolidation 
process, so that the project and funding can be easily tracked for reporting purposes. 
 
Staff analyzed our current active capital projects requiring debt funding to determine amounts required 
and appropriate length of debenture.  The result of the analysis is to request that $20,280,000 be 
financed over 10 years. 
 
To calculate the costs of borrowing these funds, an estimated interest rate of 5.00% was used.  The “all-
in” costs of the spring 2014 debenture were 2.82%.  It is anticipated that the fall 2014 debenture will have 
a rate lower than the 5.00% estimated interest rate. 
 
If the terms of the subsequently negotiated debenture issue are within the parameters, there is no longer 
a need for Council to approve the specifics of the issue and therefore, the debenture documents can be 
finalized in less time.  The parameters set out in the attached resolution for pre-approval of debenture 
issuance are as follows: 
 Borrow     $20,280,000 
 Maximum average interest rate  5.00% 
 Term     10 years 
 
The amortization schedule for the debenture with a 10-year term financed at the maximum rate of 5.00% 
and with an estimated issuance date of November 2014 is listed as follows: 
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FINANCIAL IMPLICATIONS 
 
The principal and interest payments on the anticipated 2014 Fall Debenture will not commence until the 
2015/16 fiscal year and will be included in that year’s operating budget. 
 
 
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 Tangible Capital Asset Accounting and Municipal Accounting & Reporting 
Manual 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 issue.  Staff does not recommend this as current interest rates are 
reasonably attractive 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 2015/16 fiscal year.  This is not 
recommended as using debt distributes the costs over a 10 year period and the costs to borrow are low. 
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ATTACHMENTS 
 

A. Resolution for Pre-Approval of Debenture Issuance Subject to Interest Rate $20,280,000 
B. Breakdown of Proposed Debenture 2014B1 by Asset Category 
C. Temporary Borrowing Resolution 2014/15-2 $125,447,524  

(HRM capital projects and refinancing of Harbour Solutions Project) 
D. Temporary Borrowing Resolution 2014/15-3 $5,455,000 (Solar City Pilot Project) 
E. Breakdown of Temporary Borrowing Resolution 2014/15-1 by Asset Category 

 
 
 
 

 
A copy of this report can be obtained online at http://www.halifax.ca/council/agendasc/cagenda.php then choose the 
appropriate meeting date, or by contacting the Office of the Municipal Clerk at 490-4210, or Fax 490-4208. 
 
Report Prepared by: Nancy Harper, CMM, Manager of Accounting Controls & Reporting 490-3696 
 
 
 
Report Approved by:  
   Louis de Montbrun, CA, Manager, Financial Reporting   490-7222 
  
 
 
   _________________________________________________________                                                                                                      
Report Approved by: Greg Keefe, Director of Finance & ICT/CFO    490-6308 
 

 












