
CORPORATION OF THE TOWNSHIP OF RUSSELL 

By-law # 2018-042 

Being a by-law to adopt the Municipal Debt Management 

Policy. 

WHEREAS under Section 8. (1) of the Municipal Act, 2001, S.O., 2001, c.25, as 

amended, (the Act) the powers of a municipality under this or any other Act shall be 

interpreted broadly so as to confer broad authority on the municipality to enable the 

municipality to govern its affairs as it considers appropriate and to enhance the 

municipality's ability to respond to municipal issues; and 

WHEREAS Section 224 of the Act, outlines the role of council, which includes 

developing and evaluating the policies and programs of the municipality and maintaining 

the financial integrity of the municipality; and 

WHEREAS Section 408 of the Act, outlines that a municipality shall authorize long term 

borrowing, and 

WHEREAS the Ontario Regulation 403/02 has set forth a formula, which sets the debt 

and financial obligation limits for municipalities, and 

WHEREAS the Council of the Corporation of the Township of Russell deems it a critical 

component of a municipality's long term financial plan to establish the framework and 

outline requirements for establishing a municipal debt repayment limit thresholds, 

authorizations required for use of a municipal debt as well as reporting requirements to 

Council; 

WHEREAS Council, at its Regular Council Meeting held on April 3, 2018, received report 

FS 07-2018 recommending to apply the necessary debt process structure and financial 

limits; now therefore be it 
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RESOLVED THAT THE COUNCIL OF THE CORPORATION OF THE TOWNSHIP OF 

RUSSELL ENACTS AS FOLLOWS: 

1. That Council accept and agree to abide to the Municipal Debt Management Policy 

as presented in Schedule "A". 

2. That the Clerk of the Township of Russell is hereby authorized to make minor 

modifications or corrections of a grammatical or typographical nature to this by-law 

and schedule, after the passage of this by-law, where such modification or 

corrections do not alter the intent of the by-law. 

3. That this by-law shall come into force and take effect upon final reading thereof. 

READ A FIRST, SECOND AND THIRD TIME AND FINALLY PASSED THIS 
3R0 DAY OF APRIL 2018. 

Pierre~ 
Mayor 

~#J.- Camu£ ~/QLL-; ;Q;m1e Camire Laflamme.v 
Clerk 
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Schedule 11 A 11 to By-law 2018-042 

Township of Russe11 

Debt Management Po1icy 

1. Purpose 

The purpose of this Debt Management Policy is to establish 
financial guidelines and appropriate controls for the 
issuance and use of new debt in the Township of Russell. A 

maximum debt limit below the provincially mandated maximum, 
provides a level of confidence to credit agencies and the 
banking syndicate that the Township can easily meet its 

future debt repayment requirements. 

The following are guiding principles for the management of 

the Township's debt obligations: 

1. Ensure long-term financial flexibility and 
sustainability 

2. Limit financial risk exposure 

3. Maintain the credit rating 
4. Minimize long-term cost of financing 
5. Comply with statutory requirements including 

monitoring and reporting 

2. Definitions 

"Act" means the Municipal Act, 2001, S. 0. 2001, c25 as 

amended. 

"Annual Debt Repayment Limit" The maximum amount of 
annual debt servicing costs that the Township can undertake 

or guarantee without seeking the approval of the Ontario 
Municipal Board. The annual amount is provided by the 
Ministry of Municipal Affairs and Housing and must be 
adjusted by the Director of Finance/Treasurer in the 
prescribed manner prior to the authorization by Council of 
a Long Term Debt or financial obligation. Refer to Ontario 
Regulation 403/02. The Regulation provides a formula which 
limits the annual debt service costs to an amount equal to 

25% of operating revenue. 



"Debt" - means any obligation for the payment of money. 

Long-term debt normally consist of debentures; short-term 

debt normally consists of notes or loans from financial 

institutions, but could also include loans from reserve and 
reserve funds, sinking funds or an endowment fund. 

Debentures issued to Infrastructure Ontario are also 
considered as debt. The Township issues debt that is 
repaid from a variety of sources including the water/sewer 

rate, development charges provincial/federal gas tax and 
property taxation. 

"Flexibility" - means the ability of the Township to issue 

new debt in response to emerging financial issues . 

"Long-Term Debt" - means any debt for which the repayment 

of any portion of the principal is due beyond one year. 

"Net Revenues" - means total Township consolidated revenues 

less grants from other levels of government less sales of 
land and development charges earned. These revenues do not 

include donations of tangible capital as~ets. 

"Own-Source Revenue" - means revenue for a fiscal year, 
excluding: 

a) grants from the Government of Ontario or Canada or 
from another municipality; 

b) proceeds from the sale of real property; 
c) contributions or net transfers from a Reserve Fund or 

reserve; 
d) Government of Ontario revenues received for the 

purpose of repaying the principal and interest of 
long-term debt, toward meeting financial obligations 
of the municipality; and 

e) other municipality or school board receipts for the 
purposes of repayment of the principal and interest 
on Long-Term Debt of the municipality borrowed for the 
exclusive purpose of the other municipality or school 
board. 

"Tax Supported Debt" - means debt that is to be recovered 

from non-water and sewer revenue sources and includes 
growth-related related debt. Repayment of this growth-



related debt (principal and interest) shall be recoverable 
through the Township's development charges. 

"User Rate Supported Debt" - means debt that is to be 

recovered from water and sewer user fee revenues and 
includes growth-related related debt. Growth-related debt 
(principal and interest) shall be recoverable through the 
Township's development charges. 

3. Purposes for Whi.ch Debt May be Used 

While debt is not a funding source, it is recognized that 

debt can be an efficient and effective financing tool when 
utilized appropriately and an important tool in 

establishing a long-range financial sustainability plan. 

Utilizing debt must be done with consideration of 

affordability while maintaining fiscal flexibility to 
respond to future financial challenges and opportunities. 

It is important to identify how the resulting debt payments 
will be funded (property taxes user rates, development 
charges, etc.). 

Cri.teri.a to use Debt: 

The Township may borrow by debenture, mortgage or other 
acceptable debt instruments to finance infrastructure under 

the following considerations: 

• the Township's share of the project exceeds $500,000; 
• with the exception of land, the estimated useful life of 

the asset is greater than 5 years; 
• the project has been approved by Council as part of the 

annual capital budget (or other finance document/report) 
and has clearly been identified as being funded by debt; 

• debt must be structured in a way that is fair and 
equitable to those that pay and benefit from the 
underlying assets, with consideration of inter
generational benefits; 

• the project is supported by a comprehensive analysis or 
business case that identifies: 
o total project cost; 
o cash flow of the project including debt issuance and 

funding sources of debt payments; 



o annual operating costs and asset management 
obligations; 

o community benefits; and 
• Funding cannot be accommodated within the tax or user

rate supported budget and other internal sources (i.e. 
reserves) and government grants/subsidies, private 
partnerships have been thoroughly investigated. 

Criteria to not use Debt: 

• The Township will only issue debt to finance capital 
expenditures and will not use debt to fund operational 
needs. 

• The Township should not use debt to fund regular/ongoing 
capital maintenance or rehabilitatiori expenditures (i.e. 
road resurfacing, general building repairs, etc.) as 
these activities should be funded on a "pay as you go 
basis" through user rates, reserve funds or the tax levy. 

• The Township will not fund the purchase of vehicles and 
small equipment, computer hardware and software through 
long-term debt even though their life expectancy, in 
some instances, may be greater than five years. This 
excludes heavy equipment such as graders and emergency 
equipment such as fire trucks. 

Eligible Capital Projects: 

The following types of capital works items are eligible 
for long-term debt financing: 

1. New growth-related development charge funded 
infrastructure. Repayment of this type will be recovered 
through future development charge revenues received; 

2. New Municipal Capital Facilities and Infrastructure not 
funded through Development Charges: 
a. Projects of a general function of government will be 

paid for with general tax revenues; and 
b. Water and sewer related projects to be financed from 

user rates. 

3. Major rehabilitation or reconstruction of existing 
assets as a short-term strategy to address significant 
backlogs or emergency situations (e.g. road or bridge 
repair); 



4. Projects that provide future cost savings or cost 
avoidance (e.g. LED Street lighting retrofit program); 

5. The purchase of land; and 

6. Funding of the Township's 10% share of Development 
Charges growth capital projects (usually funded through 
the tax levy) . 

4. Debt L~tations 

Statutory Limitations 

Capital financing may only be undertaken if and when 

compliant with relevant sections of the Municipal Act, 

2001, specifically Part XIII - Debt and Investment, Ontario 

Regulation 403/02 (O.Reg 403/02) as it relates to debt and 
financial obligations as well as the other relevant Ontario 
regulations relating to investments, interest rates and 

loans. 

The Township is not allowed under O.Reg 403/02 to issue 
debt which would result in the annual repayment limit being 

exceeded without OMB approval. The formula outlined in 
O.Reg 403/02 limits the annual debt service costs to an 

amount equal to 25% of operating revenue. 

Self-Imposed L~tations 

Notwithstanding the limits prescribed in the Regulation by 
the province, prudent financial management calls for more 

stringent criteria to limit debt. Debt charges for services 
other than water and sewer should be measured against own 
source revenue excluding water and sewer. This will ensure 

that operation and control of tax supported debt is 
separated. Therefore, the total debt limit for the Township 
should be limited to the following: 

• The maximum annual 
expenditures shall 
supported own source 

debt repayment 
not exceed 10 
revenues. 

for 
per 

tax supported 
cent of tax 



o Council may raise this limit to 15 per. cent with a 
simple majority vote if the project is deemed to have 
significant strategic importance or required to 
address health and safety issues. 

o At any point in time, if Township Council decides to 
surpass the limitations set out in this policy (beyond 
15 per cent), a resolution shall be passed, in an open 
Council session with a majority vote, which waives the 
policy restriction to surpass the maximum debt 
capacity as outlined above. 

• The maximum annual debt repayment for user rate supported 
expenditures shall not exceed 15 per cent of user rate 
own source revenues. 
o The maximum annual debt repayment will be calculated 

to exclude the existing debt associated with the 
Ottawa water pipeline. 

o At any point in time, if Township Council decides to 
surpass the limitations set out in this policy, a 
resolution shall be passed, in an open Council session 
with a majority vote, which waives the policy 
restriction to surpass the maximum debt capacity as 
outlined above. 

• The total cumulative debt (both tax and user rate 
supported) shall not exceed 15 per cent of own source 
revenues. The Development Charges funded debt limit will 
be further subject to a limit equal to 25 per cent of 
the 10 year forecast of average annual Development 
Charges revenues. 

5. Types of Debt 

Short-Medium Term Debt (Less than 5 Years) : 

1. Reserves and reserve funds (may be used as the primary 
source of short-term financing provided that interest 
is paid at the prevailing market rate); 

2. Bank line of credit; 
3. Short-term promissory notes issued to aforementioned 

institutions; and 
4. IO (or its successor organizations) short'-term 

advances pending issuance of long-term debentures. 

Lonq-Term Debt (5 Years or Greater) : 



1. Municipal or serial debentures; 
2. Term loans I mortgages with any Canadian bank, IO (or 

its successor organizations); 
3. Capital leases; and 
4. Reserve and reserve fund loads. 

6. Indicators to Monitor 

The Township should strive to report on metrics similar to 
those used by credit rating agencies, such as Standard and 

Poor's, to ensure long-term financial health. Some key 
indicators include: 

• Debt per capita; 
• Debt charges per capita; 
• Debt charges as a percentage of own source 

revenue; 
• Debt charges as a percentage of the municipal 

levy; and 
• Debt to total reserves and reserve funds. 

7. Structura1 Features of Debt & Administration 

• It shall be the responsibility of the Director of Finance 
to oversee and coordinate the timing and process of 
issuance of the Township's borrowing requirements 
required in support of the plan. 

• Council must authorize debt through a 
doing so, Council is required to obtain 
certification that the municipality 
capacity within its debt repayment 
additional debt. 

by-law. Before 
the treasurer's 
has sufficient 

limit to incur 

• Where possible, the term of a long-term debt issuance 
shall not exceed 7 5% of the useful life of the asset 
acquired. Furthermore, the repayment of principal on tax 
and user rate supported debt should generally not extend 
beyond 30 years unless there are compelling factors which 
make it necessary to extend the term beyond this point. 
By financing over the shortest term possible, lower 
interest rates and reduced future costs of financing 
result. This also allows for a debt-free period for the 
asset in which other financial policies such as capital 



reserve allocations can be initiated. See Appendix A for 
maximum debt lengths by asset type. 

• As debt is fully retired on an asset, the amount of 
revenue used to service the repayment should continue as 
a transfer to a capital reserve to support the future 
replacement of the asset. This reduces the need to 
finance the replacement of the asset through future debt. 

• Policy should be reviewed annually. 

Appendix A - Max~um Financing Ter.m of an Asset 

Max~um Length Assets to Finance 
of T~e 

10 Years 

20 Years 

• Specialized vehicle/equipment 
• Parking lot 
• Public works facility (depot, 

dome, etc. ) 
• Solid waste equipment 
• Transit vehicle 
• Retaining wall, embankment, flood 

control 
• Outdoor park facility 
• Sidewalk, path 
• Street lighting 
• Underground wiring 
• Land purchase (under $1,000,000) 

• Police, Fire or EMS station 
• Library 
• Recreational facility 



30 Years 

• Water main, hydrant, filtration 
plant, storage facility, pumping 
station 

• Sanitary sewer, storm sewer, 
treatment plant, pumping station 

• Solid waste landfill site 
• Office building 
• Dam, reservoir 
• Road and bridges 
• Land purchase ($1,000,000 or 

more) 

• Water and wastewater main 
projects, provided the assets 
have a useful life greater than 
30 years AND the project will have 
revenues for a similar period 


