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1. PURPOSES

e Long term debt shall only be issued as partial funding for the following capital projects:
a) Construction of new buildings
b) Expansion or major repurposing of existing buildings

2. TERM

e Goal will be to issue for a fifteen (15) year term
e Director of Finance/Treasurer may recommend for Council’s approval, a ten (10) or twenty
(20) year term, that takes into account factors such as:
= current and forecasted interest rates
= amount of the debt required
= future debt retirements and requirements

3. MAXIMUM DEBT PER PROJECT

a) Definition — Total Cost of Construction; includes contract administration, furniture, fixtures
and equipment, but excludes design fees and land acquisition costs

b) Internal Debt Only
e 100% debt funded to a maximum of $3.0M per project

c) Combination of Internal & External Debt
¢ Shall not exceed 30% of the Total Cost of Construction

4. EXTERNAL AND INTERNAL BORROWING

d) Debt may be issued in two ways:
o External - a debenture issued by the Region of Durham
¢ Internal - borrowing from the Town’s discretionary reserves; requires approval by
the Region of Durham

e) Allocation Between External and Internal Debt
= Wil vary for each long term debt issuance
= Director of Finance/Treasurer will recommend allocation for Council approval
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USE OF TAX ROOM FROM RETIRED DEBT

e Tax room created from the elimination of the annual principal and interest payments on
retired (paid off) debt, shall be converted to General Levy Reserve Allocations to the:

a) Debt Repayment Reserve and/or
b) Building Maintenance Reserve

e The split between the two reserves will be approved by Council as part of the annual
budget

INTERIM BORROWING DEBT ISSUANCE

e Council must authorize the issuance of interim borrowing through a Council resolution
e The Director of Finance/Treasurer and Mayor can execute the documentation required for
interim borrowing arrangements

e Methods
a) Internal from the Revenue Fund
» Terms and conditions to be determined by the Director of Finance
= Evidenced by a signed and sealed promissory note

b) External from a Financial Institution
= Formal agreement with the financial institution

THIRD PARTY DEBT & EXTERNAL REVENUES

e The Town shall not:
a) Issue debt on behalf of any external agency or organization
b) Guarantee or otherwise secure debt issued directly by an external agency or
organization
c) Issue debt where all or a portion of the principal/interest payments are reliant on
the receipt of future revenues from external third parties

LIMIT ON TOTAL DEBT

e The Annual Debt Repayment Limit (ARL) established by the Province, requires that a
municipality’s total annual debt payments (excluding internal debt), cannot exceed 25% of
its annual Net Revenues

¢ Notwithstanding the ARL, the Town’s Debt Limit shall be 7.5% of Net Revenues, as
determined in the ARL calculation, including both external and internal debt
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