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Subject: Debt Information Report – 2019 Debenture Issuance 

Report to: Corporate Services Committee 

Report date: Wednesday, June 12, 2019 
 

Recommendations 

1. That this report BE RECEIVED for information. 

Key Facts 

 The purpose of this report is to provide information on the 2019 debenture issuance 
requirements as follows: 
 

Debt Term Region Amount LAM Amount  Total  

1-15 Year Debt $39.1M $32.1M $71.2M 

20-30 Year 
Debt $32.0M  $2.6M   $34.6M  

Total $71.1M $34.7M $105.8M 

 

 Issuance of the proposed $71.1 million in Regional debentures will increase the 
Region’s 2019 issued/outstanding debt from $357.0 million to $392.8 million (net of 
2019 principal repayments of $35.3 million, see Appendix 2).  

 Previously authorized but unissued debt for the Region will decrease from $195.8 
million to $129.6 million. 

 This debenture issue will increase the Region’s annual repayment limit from 7.26% 
to 8.23%, well below the 25% Annual Repayment Limit (ARL) set by the Province.  

 The Debt Risk Management Framework was unanimously not supported at the 
February 20, 2019 Corporate Services Committee, and as a result the Region is 
relying solely on the due diligence conducted by the Local Area Treasurers.   

 Niagara Region’s fiscal agents will negotiate on Niagara Region’s behalf the sale of 
debentures for financing requirements in 2019 for the Region and certain local area 
municipalities (LAMs) identified in Appendix 1;  

 Should issuing debentures through the capital markets become a less desirable 
financing option based on prevailing interest rates, Infrastructure Ontario (IO) 
debenture financing may be used to the extent possible for the funding of capital 
projects identified in Appendix 1 

 The debenture amount in this report for local area municipalities does not include 
2019 requests of $12.2 million that are being considered for issuance exclusively 
through Infrastructure Ontario. These will be reported separately to committee once 
all the information is available and approvals have taken place. 
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Financial Considerations 

The total debt will be recorded as a long term liability on Niagara Region’s financial 
statements with a corresponding debt recoverable from the LAM for the amount issued 
on behalf of the LAMs. All debt servicing costs associated with Niagara Region 
approved debt have been included within the Region’s operating budget. The estimated 
debt servicing costs associated with Niagara Region’s debt requirement of $71.1M total 
to $5.9M. All debt servicing costs for the LAM are budgeted by the LAM and recovered 
by the Region from the LAM. The latest published ARL for each LAM is included in 
Appendix 1. 

Analysis 

Each year, as the need arises, Niagara Region raises funds through the sale of Niagara 
Region debentures in the capital market to finance its capital needs and those of the 
area municipalities. This authority is granted solely to Regional government in 
accordance with the Municipal Act.  
 
A listing of the preliminary debenture requirements through the capital markets is shown 
in Appendix 1 (Debenture Request): 
 

 For the 1-15 year term the Regional portion totals $39.1 million. This 
requirement includes projects for Niagara Regional Housing, Roads, Niagara 
Regional Transit, General Government, Properties Management, and Police. 
Included in this requirement is the refinancing of a balloon payment totaling 
$4.85M for previously issued debt. At the time of debenture issuance for these 
projects, the longer term debt was not available, as a result the Region issued a 
debenture for the shorter duration available, with the option to refinance for an 
additional ten years. The proposed requirement for the municipalities of 
Wainfleet, Niagara Falls, Welland, St. Catharines, Pelham, and Niagara-on-the-
Lake totals approximately $32.1 million. 
 

 For the 20-30 year term the Regional portion totals $32.0 million for Roads, 
Public Health, Police, Wastewater, and Water. The proposed requirement for the 
municipality of Lincoln is $2.6M. 

 
Niagara’s Fiscal Syndicate is comprised of three Fiscal Agents: National Bank Financial, 
CIBC World Markets, and RBC Capital Markets. CIBC World Markets will be leading the 
2019 Capital Markets transaction as per the established annual rotation. Discussions 
with the Region’s Fiscal Agents indicate that the market is receptive at this time for 
municipal bonds and prevailing all-in costs are around 3.0% for a 1-25 year debenture. 
 
However, it should be pointed out that the markets are moving and these rates may 
change according to subsequent market conditions and timing of the actual debenture 
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issue. For comparison purposes, the Region was able to obtain an all-in rate of 3.207% 
in 2018 for the 1-25 year serial debenture issuance of $65.8 million. 
 
Niagara Region staff have compared the capital markets rates with those of 
Infrastructure Ontario’s lending program. The Region is able to obtain more favourable 
rates through the Capital Markets in comparison to Infrastructure Ontario at the present 
time. Through the Capital Markets the Region can secure financing more quickly, with 
settlement expected this Summer, whereas the IO debenture would close in the Fall. 
The 25 year rate is 3.08% through Infrastructure Ontario and 3.0% through capital 
markets as at May 7, 2019.  

Alternatives Reviewed 

There would be no option for the Region to not proceed with issuance of debentures, 
given the debt has already been approved through prior capital budgets and capital 
projects are nearly complete. Staff can choose to issue debentures either through the 
Capital Markets or Infrastructure Ontario. The 25 year rate is 3.08% through 
Infrastructure Ontario and 3.0% through the capital markets as at May 7, 2019. Staff 
recommends proceeding with the debenture issuance through the Capital Markets, 
given the favourable interest rates. In the event that the capital markets become less 
favourable as a result of interest rates, debentures may be issued through Infrastructure 
Ontario.  

Relationship to Council Strategic Priorities 

This is an information report to communicate the term and proposed amount of the 
capital markets debenture issue. The proposed debt will fund capital infrastructure 
projects that were previously approved by Council through the annual Capital Budget. 
These projects support the sustainment of existing infrastructure as well as 
infrastructure required to support growth in the Region in alignment with Council’s 
strategic priorities.  

Other Pertinent Reports  

2019 and prior approved Capital Budgets 
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________________________________ 
Prepared by: 
Talib Valli 
Senior Treasury Analyst 
Enterprise Resource Management 
Services 

________________________________ 
Recommended by: 
Todd Harrison, CPA, CA 
Commissioner/Treasurer 
Enterprise Resource Management 
Services 
 

________________________________ 
Submitted by: 
Ron Tripp, P.Eng. 
Acting, Chief Administrative Officer  
 
This report was prepared by Talib Valli, Senior Treasury Analyst, Margaret Murphy, Associate 
Director, Budget Planning & Strategy and Helen Chamberlain, Director, Financial Management 
& Planning. 

Appendices 

Appendix 1 Debenture Request  
Appendix 2 Annual Repayment Limit 
 
 


