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COUNCIL REPORT 

 File:  Bylaw 442 
Date: October 21, 2011 
 
From: Lynda Floyd, Chief Administrative Officer 
 
Subject: Village of Belcarra Water Supply and Distribution Local Area Service No. 1 

Establishment and Loan Authorization Bylaw No. 413, 2008 Amendment 
Bylaw No. 442, 2011 

 

 
Recommendation for Consideration: 

1. That a written request pursuant to the Community Charter be sent to the Inspector of 
Municipalities requesting the inspector‟s approval to amend “Village of Belcarra Water 
Supply and Distribution Local Area Service No. 1 Establishment and Loan Authorization 
Bylaw No. 413, 2008” without the approval of the electors, for the purpose of increasing 
the authorized borrowing from the stipulated “sum not exceeding $3,020,926” to stipulate 
a sum not exceeding $4,967,032, such request is due to the extraordinary 
circumstances being that: 

a) Subsequent to the 2008 cost estimates which formed the basis for the debt 
authorized by Bylaw No. 413, 2008, the project cost has increased due to 
changes associated with the Canadian Environmental Assessment Act 
Screening and Decision Record dated June 11, 2009, Ministry of Health 
requirements, existing unforeseen ground conditions, 2010-2011 tendered 
contract costs higher than 2008 estimates, and inflation based on the ENR 
Construction Cost index; 

b) The Village has insufficient reserve funds to facilitate financing the increased 
costs from its own assets; 

c) Construction of the project is approximately 70% complete; 
d) there is a need to let the most recent tender representing the final phase of the 

construction work and complete the project by the Municipal Rural Infrastructure 
Fund (MRIF) grant deadline of March 31, 2012 pursuant to the January 2010 
Canada – British Columbia – Communities MRIF Modification Agreement 
between the Village of Belcarra and the Province represented by the Minister of 
Community and Rural Development, 

2. That Village of Belcarra Water Supply and Distribution Local Area Service No. 1 
Establishment and Loan Authorization Bylaw No. 413, 2008 Amendment Bylaw No. 442, 
2011 be read a first, second and third time. 

3. That a written request be sent to the Inspector of Municipalities requesting authorization 
for the Village of Belcarra to exceed its liability servicing limits set out by regulation. 

Purpose: 

To present Village of Belcarra Water Supply and Distribution Local Area Service No. 1 
Establishment and Loan Authorization Bylaw No. 413, 2008 Amendment Bylaw No. 442, 2011 
for three readings and referral to the Inspector of Municipalities for authorization to exceed 
borrowing limit set by regulation. 
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Background: 

On January 11, 2010, Council adopted „”Village of Belcarra Water Supply and Distribution Local 
Area Service No. 1 Establishment Bylaw and Loan Authorization Bylaw No. 413, 2008”.  Bylaw 
413 authorized the borrowing of a sum not exceeding $3,020,926.00 to pay for Belcarra‟s share 
of the estimated project cost of $6,864,330 to construct a water supply and distribution system 
to benefit Local Area Service No. 1. 

Project construction commenced September 2010 and is currently underway, the estimated 
project completion date is March 31, 2012, stipulated under the terms and conditions of the 
$4,035,266 Canada-British Columbia Municipal Rural Infrastructure Fund Agreement.  Final 
costs to complete the potable water project are now estimated to be $8,872,575 (incl HST), 
identified in the October 12, 2011 letter from OPUS DaytonKnight attached. 

Project Budget Estimate Comparison to 2008 Estimate 
 

Component of Budget Notes Oct12/2011 Mar/18/2008 

Original OPUS DaytonKnight Project Estimate * 
Inflation * 
Items added to Project during construction * 
Original estimate components adjustments * 
*As estimated by OPUS DaytonKnight, Oct/12/2011 

(1) 
 

$6,864,000 
973,300 

1,306,206 
(423,531) 
8,719,975 

$6,864,000 
 

HST, non-rebateable (2) 152,600 0 

External interim financing costs (3) 33,400 192,192 

Internal  interim financing costs (3) 16,851  

 MFA, debenture financing fees (4) 29,802 0 

 MFA, debenture cash reserve contribution (4) 49,670 0 

  $9,002,298 7,056,192 

 
Additional debt required = $9,002,298 - $7,056,192 = $1,946,106. 

At its special closed meeting October 12, 2011 Council considered the report “Belcarra Potable 
Water Project 17188 – Final Construction Cost Estimates and Project Financing” and resolved 
as follows: 

“1. That the Village pursue additional long-term debt as the option to finance the additional 
Belcarra potable water supply and distribution project costs of $1,946,106. 

2. That the Village pursue the options under the Community Charter in a timely manner to 
amend “Village of Belcarra Water Supply and Distribution Local Area Service No. 1 
Establishment and Loan Authorization Bylaw No. 413, 2008”, namely to increase the 
debenture borrowing authorized, given that time is of the essence, due to the need to let 
the most recent tender and complete the Project by the MRIFF grant deadline of 
March 31, 2012, the impact on the publicly stated debt servicing parcel charge, and the 
nature and status of the Project. 

3. That the October 11, 2011 report from the Chief Administrative Officer titled “Belcarra 
Potable Water Project 17188 – Final Construction Cost Estimates and Project Financing” 
be released to the public.” 

On October 13, 2011: 

 the October 11 Council report was posted on the municipal website; and 
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 notice of an October 19, 2011 public meeting was posted and mailed to all Belcarra 
property owners including the non-resident owners of properties within local area service 
No. 1, defined by Bylaw 413, 2008. 

On October 19, 2011 the public meeting, attended by approximately 90 people, was held to 
present the information contained within the October 11, 2011 report, respond to questions and 
inform of Council‟s intent to pursue additional long-term debt to finance the additional costs to 
complete the potable water project. 

Bylaw 413, 2008 authorized the Village to borrow from the Municipal Finance Authority (MFA) 
for the property owners‟ share of the project costs.  MFA is the viable funding for additional 
external debt. 

Loan Authorization Bylaw Amendment 
Bylaw 413, 2008 requires an amendment to authorize borrowing the additional funds to 
complete the potable water project.  Authorization to amend Bylaw 413, 2008 without seeking 
assent of the electors, will be sought from the Inspector of Municipalities, as provided for in the 
Community Charter.  Attached is the proposed Amendment Bylaw 442, 2011. 

Project Funding 

Source Notes Amount 

Provincial Grant (Canada-BC Municipal Rural Infrastructure Fund)  $4,035,266 

Authorized Debenture Debt, Bylaw 413, 2008  3,020,926 

   Subtotal  7,056,192 

Additional Funding Required  1,946,106 

    Total  $9,002,298 

 
Debt Servicing Costs 

The impact on annual debt servicing costs, using the current MFA estimated 25 year debt 
interest rate of 4.13%, compared to the estimated MFA interest rate of 6% used in 2008. 

 Debt Outstanding Estimated Annual  
Debt Servicing 

(A) 

Estimated Annual Per 
Parcel Charge  

(= A / 281 parcels) 

Revised Debt 4,967,032 324,407 $1,154 

Currently Approved Debt 3,020,926 197,303 $702 

Additional Debt 1,946,106 127,104 $452 

 
In 2008, the Village obtained the Inspector of Municipalities approval to exceed its legislated 
Liability Servicing Limit, the annually allowable debt servicing costs of principle and interest, by 
about $50,000.  The approved annual debt servicing limit for the $3M of debt is $253,793.  
December 2009 information provided to the benefitting property owners within Local Area 
Service No. 1 informed that the parcel tax for the annual debt repayment would be 
($253,794/281 parcels) = $903. 

Using Belcarra‟s 2009 revenue of $1,087,583, the debt servicing limit is set at $271,896.  
Estimated debt servicing for the $4,967,032 is $324,407.  $324,407 - $271,896 = $52,511.  This 
is the amount Belcarra would exceed its debt servicing limit. (The NG Consulting October 12, 
2011 report estimating the liability limit would be exceeded by $70,613 used figures based on 
2007 revenues - consistent with figures used to calculate the debt servicing limit supporting 
Bylaw 413). 
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The parcel tax for the annual debt repayment supporting the increased debt will now be 
($324,407/281 parcels) = $1,154, an increase of $251 per parcel ($21 per month). 

Authorization from the Inspector of Municipalities to exceed the debt servicing limit will be 
required after third reading of Bylaw 442. 

Alternatives: 

 Council may request changes to proposed Bylaw 442; or 

 Council may give three readings and forward to the Inspector of Municipalities for 
authorization to exceed servicing limits set by BC Regulation 254/2004 

 

Attachments:  Village of Belcarra Water Supply and Distribution Local Area Service No. 1 
Establishment and Loan Authorization Bylaw No. 413, 2008 Amendment Bylaw 
No. 442, 2011.  

 October 11, 2011 Council Report titled “Belcarra Potable Water Project 17188 – 
Final Construction Cost Estimates and Project Financing”. 
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A bylaw to increase the authorized borrowing limit to provide financing for the 
construction of a water supply and distribution system for the special benefit of the 
“Water Supply and Distribution Local Area Service No. 1” 

 

WHEREAS pursuant to the provisions of Part 7, Division 5 of the Community Charter, the 
Council of the Village of Belcarra is empowered by bylaw to undertake any work or service 
coming within the powers of the municipality for the special benefit of a part of the 
municipality; 

AND WHEREAS to provide for the financing of construction of a water supply and 
distribution system the “Village of Belcarra Water Supply and Distribution Local Area 
Service No. 1 Establishment and Loan Authorization Bylaw 413, 2008” was adopted which 
authorized creating a debt to be borrowed in a sum not exceeding three million twenty 
thousand nine hundred and twenty-six ($3,020,926.00) Dollars; 

AND WHEREAS the estimated costs to complete the water supply and distribution system 
construction project to service Local Area Service No. 1 have increased since the adoption 
of Bylaw 413, 2008;  

AND WHEREAS it is deemed necessary to increase the amount of debt required for 
financing the water supply and distribution system construction project in order to complete 
construction by the end date of March 31, 2012, as stipulated in the January 2010 Canada – 
British Columbia – Communities Municipal Rural Infrastructure Fund Modification Agreement 
between the Village of Belcarra and the Province represented by the Minister of Community and 
Rural Development; 

AND WHEREAS the approval of the Inspector of Municipalities has been obtained; 

NOW THEREFORE, the Village of Belcarra Municipal Council, in open meeting assembled, 
enacts as follows: 

1. This Bylaw shall be cited as “Village of Belcarra Water Supply and Distribution Local 
Area Service No. 1 Establishment and Loan Authorization Bylaw No. 413, 2008 
Amendment Bylaw No. 442, 2011”. 

2. That “Village of Belcarra Water Supply and Distribution Local Area Service No. 1 
Establishment and Loan Authorization Bylaw 413, 2008” be amended: 

a) By replacing clause 4 in its entirety with the following: 

“4. The Village of Belcarra is hereby authorized to borrow upon the credit 
of the Village of Belcarra, a sum not exceeding four million nine 
hundred sixty-seven thousand and thirty-two dollars ($4,967,032) for 
the purpose of constructing a water supply and distribution system in 
accordance with plans available in the municipal hall for the special 
benefit of the Benefiting Area, and the maximum term for which 
debentures may be issued to secure the debt created by this bylaw is 
twenty-five (25) years.” 

  

VILLAGE OF BELCARRA 
Water Supply and Distribution Local Area Service 

No. 1 Establishment and Loan Authorization Bylaw 

No. 413, 2008 Amendment Bylaw No. 442, 2011 
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3. If a portion of this bylaw is held invalid by a Court of competent jurisdiction, then the 
invalid portion must be severed and the remainder of this bylaw is deemed to have 
been adopted without the severed section, subsection, paragraph, subparagraph, 
clause or phrase. 

4. This bylaw shall take effect on the date of its adoption by Council. 
 
READ A FIRST TIME on 
 
READ A SECOND TIME on 
 
READ A THIRD TIME on 
 
APPROVED BY THE INSPECTOR OF MUNICIPALITIES on 
 
ADOPTED by the Council on 
 
 
   

Mayor Ralph E. Drew  Lynda Floyd 
Chief Administrative Officer 

 
 
This is a certified true copy of 
Water Supply and Distribution Local Area Service No. 1  
Establishment and Loan Authorization Bylaw No. 413, 2008 
 Amendment Bylaw No. 442, 2011 
 
 

Chief Administrative Officer 
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COUNCIL REPORT 

 File:   
Date: October 11, 2011 
 
From: Lynda Floyd, Chief Administrative Officer 
 
Subject: Belcarra Potable Water Project 17188 - Final Construction Cost Estimates 

and Project Financing 
 

 
Recommendation for Consideration: 

1. That the Village pursue additional long-term debt as the option to finance the additional 
Belcarra potable water supply and distribution project costs of $1,946,106. 
 

2. That the Village pursue the options under the Community Charter in a timely manner to 
amend “Village of Belcarra Water Supply and Distribution Local Area Service No. 1 
Establishment and Loan Authorization Bylaw No. 413, 2008”, namely to increase the 
debenture borrowing authorized, given that time is of the essence, due to the need to let the 
most recent tender and complete the Project by the MRIFF grant deadline of 
March 31, 2012, the impact on the publicly stated debt servicing parcel charge, and the 
nature and status of the Project. 

Purpose: 

To provide Council with the final project estimate for the Belcarra potable water supply and 
distribution system and to seek Council endorsement to secure additional long term borrowing 
necessary to fund project completion, partially offset by the Canada- British Columbia Municipal 
Rural Infrastructure Grant  
 
Background: 

On January 11, 2010, Council adopted „”Village of Belcarra Watery Supply and Distribution 
Local Area Service No. 1 Establishment Bylaw and Loan Authorization Bylaw No. 413, 2008”.  
Bylaw 413 authorized the Village of Belcarra to: 

 borrow a sum not exceeding three million twenty thousand nine hundred and twenty-six 
dollars ($3,020,926.00) to construct Belcarra‟s potable water supply and distribution system 
to benefit Local Area Service No. 1 

 establish the local area service that would benefit from the water system; and  

 set the maximum term of twenty-five (25) years for which debentures may be issued to 
secure the debt created by the bylaw. 

Bylaw 413 received the assent of the electors conducted through the council initiative process.  
Valid petitions against Bylaw 413, returned to the Village by the 4:00pm deadline on Monday, 
January 4, 2010: 
a. were signed by owners of 6.2% of the parcels subject to the local area service tax; and 
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b. the persons signing the petitions were owners of parcels that in total represented 6.5% 
of the assessed value of land and improvements that would be subject to the local 
service tax. 

 
Given that signed petitions received by the Village were insufficient to meet the legislated 
sufficiency requirements, Council adopted Bylaw 413. 

In 2010, when Bylaw 413 was adopted, project construction and long term borrowing calculation 
estimates were predicated on Dayton & Knight Ltd.‟s March 18, 2008 letter “Village of Belcarra 
Potable Water Supply & Distribution System Construction Cost Estimates – 2008 Update”.  
Throughout 2010 and 2011 project engineering and design work continued, having been 
established in part by the requirements of the July 20, 2009 Canada – British Columbia – 
Communities Municipal Rural Infrastructure Fund (MRIFF) Agreement with Belcarra.  The 
project was segregated into phased components for tendering purposes.  Project construction is 
well underway subsequent to the following contracts awarded: 

Contract Name Date Awarded Contract Amount 

269.7.1 Marine Pipelines August 12, 2010 $2,129,325.00 incl 10% 
contingency; excl HST 

08.13A – Waterworks Construction September 13, 2010 $1,919,342.15 incl 10% 
contingency; incl HST 

269.7.2 - Potable Water Supply – 
North Vancouver Terrestrial Work 

May 9, 2011 $377,440.00 incl HST; plus 
10% contingency 

269.7.3 Potable Water Supply – 
Belcarra Terrestrial Work 

June 27, 2011 $838,880 incl HST; plus 5% 
contingency 

08.13 Ph II Waterworks Construction August 8, 2011 $1,647,572.48 incl 10% 
contingency; incl HST 

 
On September 23, 2011, tenders for 08.13 Ph III Waterworks Construction closed covering the 
last phase of works proposed for balance of the watermain not previously constructed over 
Marine Avenue, West Road, Kelly Road, Watson Road, and Senkler Roads.  The lowest bid 
received was $1,442,371.68, incl contingency and HST.  Until additional project funding is 
secured, it is recommended that award of this tender be held. 

Financial Considerations: 

The verbal report provided at Council‟s June 27, 2011 meeting noted that unexpected additions 
to the project scope had been encountered once construction commenced and that OPUS 
DaytonKnight June 14, 2011 cost estimates indicated a 4.4% increase since 2008, for an overall 
project estimate of $7,148,380 with work being done to determine final project estimates.   

Final costs to complete the potable water project, estimated to be $8,872,575, are identified in 
the attached October 12, 2011 letter from OPUS DaytonKnight, summarizing the items added to 
the project during construction, and the rationale for same.   
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Project Budget Estimate Comparison to 2008 Estimate 
 

Component of Budget Notes Sept/21/2011 Mar/18/2008 

Original OPUS DaytonKnight Project Estimate * 
Inflation * 
Items added to Project during construction * 
Original estimate components adjustments * 
*As estimated by OPUS DaytonKnight, Oct/12/2011 

(1) 
 

$6,864,000 
973,300 

1,306,206 
(423,531) 
8,719,975 

$6,864,000 
 

HST, non-rebateable (2) 152,600 0 

External interim financing costs (3) 33,400 192,192 

Internal  interim financing costs (3) 16,851  

 MFA, debenture financing fees (4) 29,802 0 

 MFA, debenture cash reserve contribution (4) 49,670 0 

  $9,002,298 7,056,192 

 
Additional debt required = $9,002,298 - $7,056,192 = $1,946,106 

 
(1) Estimate, inflation and items added, reviewed and confirmed by your as complete and 

accurate.  
(2) The HST cost was not included in the cost estimate as it was understood, in February 2010 

when this issue was addressed, that the full HST cost would be fully reimbursed to the 
Village. 

(3) The 2008 financing costs was estimated at 4% interest on anticipated expenditures starting 
in June 2009 and ending in September 2012. Lower actual costs anticipated due to greater 
focus on internal financing, lower market rates and earlier planned receipt of debt (Spring 
borrowing vs. Fall 2012). 

(4) Not included in original budget estimate. 
 

Project Funding 
 

Source Notes Amount 

Provincial Grant (Canada-BC Municipal Rural Infrastructure Fund)  $4,035,266 

Authorized Debenture Debt, Bylaw 413, 2008  3,020,926 

   Subtotal  7,056,192 

Additional Funding Required  1,946,106 

    Total  $9,002,298 

 
There are two funding sources for the Additional Funding Requirement: (A) Existing Village 
Resources (Internal Financing) or (B) Additional External Debt. 

The attached analysis dated October 12, 2011 of Belcarra‟‟s financial position and funding 
options, was prepared by Nancy Gomerich, NG Consulting. 

Bylaw 413, 2008 authorized the Village to borrow from the Municipal Finance Authority for the 
property owners‟ share of the project costs and the analysis shows that MFA would be the 
viable funding for additional external debt. 
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If the entire additional Project costs ($1,946,106) required is financed by additional long-term 
debt the impact on annual debt servicing costs, using the current MFA estimated 25 year debt 
interest rate of 4.13%, compared to the estimated MFA interest rate of 6% used in 2008. 

 Debt Outstanding Estimated Annual  
Debt Servicing 

(A) 

Estimated Annual Per 
Parcel Charge  

(= A / 281 parcels) 

Revised Debt 4,967,032 324,407 $1,154 

Currently Approved Debt 3,020,926 197,303 $702 

Additional Debt 1,946,106 127,104 $452 

 
In January 2010 when the debt of $3M and the related estimated debt servicing limit under 
Council Initiative was approved, the public was advised that $253,794 or $903 per taxable 
parcel ($253,794/281 parcels) would be the repayment.  Thus, the difference in the annual debt 
servicing costs and per parcel charge from the perspective of the public is the increase of 
$70,613 ($324,407 - $253,793) or $251 ($21 per month) ($70,613/281 parcels), respectively, 
which is relatively nominal and affordable. 

The Village obtained the Inspector of Municipalities approval to exceed its legislated Liability 
Limit (i.e. annually allowable debt servicing costs of principle and interest) by about $50,000.  
The approved annual debt servicing limit for the $3M of debt is $253,793. The additional debt 
will result in exceeding the Village‟s annual debt servicing limit by a further $70,613 ($324,407 - 
$253,794), or about 121,000 in total.  The approval by the Inspector of Municipalities to increase 
the amount exceeding Belcarra‟s legislated Liability Limit will be required. 

Loan Authorization Bylaw Amendment Process 

Pursuant to the Community Charter a bylaw that requires approval of the electors or assent of 
the electors may be amended or repealed without the approval or assent of the electors if the 
minister (sec 137 (2)) or inspector of municipalities approves (sec 180 (3)), subject to any terms 
and conditions the minister or inspector deems appropriate. 

Next Steps 

If Council supports the proposed recommendations, based on consultation with staff at the 
Ministry and MFA the next steps are: 

 Provide the Ministry with documentation supporting adoption of Bylaw 413 and Council‟s 
request; 

 Inform the affected property owners of the project costs, the rationale and the intent to 
amend the bylaw; and 

 Prepare an amending bylaw for 3 readings; and submit for approval together with 
authorization to exceed servicing limits from the Inspector of Municipalities 

 
Alternatives: 

None suggested. 
 
 
Attachments: 

 Opus DaytonKnight – Overall Project Budget and Engineering Scope, June 14, 2011 

 Opus DaytonKnight – Overall Project Budget Update, October 12, 2011 

 NG Consulting - Review of Potable Water Supply & Distribution System Project Costs and 
Funding Options, October 12, 2011 
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Nancy Gomerich, BBA, CA 

   
 
 
October 12, 2011 
 
Lynda Floyd, Chief Administrative Officer 
Village of Belcarra 
 
 
Re: Review of Potable Water Supply & Distribution System Project Costs and Funding Options   
 
The purpose of this letter is to summarize my findings and recommendations with respect to the estimated 
total capital project costs and related financing options of the Village of Belcarra Potable Water Supply & 
Distribution System (“Project”) as at September 30, 2011.   
 
My findings and recommendations are based on: 

 Discussions with yourself; Carol Arnold, Financial Analyst, Ministry of Community, Sport, and 
Cultural Development; and Shelley Hahn, Director of Business Services, Municipal Finance Authority 
(“MFA”) 

 Review of various documents provided, the most relevant being: 

 Letter from OPUS DaytonKnight dated October 12, 2011 providing the most recent project 
budget update and reason(s) for increases in the project cost beyond the 2008 estimate 

 Village Bylaw 413, 2008 and Liability Servicing Limit Certificate  (dated April 9, 2003) that 
provided the authority for the Village to borrow up to $3,020,926 debt for a maximum term of 
twenty-five (25) years 

 The Village public information bulletins on the Project dated January 24, 2008, February 11, 
2010 and December 9, 2009 

 The most recent audited Financial Statements of the Village dated December 31, 2010 

 The electronic file (“2011-2015 Financial Plan 2011 Budget (Approved 2011-05-09).xls”) 
providing details of the numbers supporting the Five-Year Financial Plan 2011-2015 Bylaw No. 
438, 2011 

 
Findings and Recommendations: 
 
Current Project Budget Estimate 
 
The current Project Budget Estimate is $9,002,298: 

Component of Budget Notes Amount 

OPUS DaytonKnight Project Estimate dated October 12, 2011 (1) $8,719,975 

HST, non-rebateable (2) 152,600 

External interim financing costs, estimated at 1.70% (3) 33,400 

Internal  interim financing costs, estimated at 1% (4) 16,851 

 MFA, debenture financing fees (5) 29,802 

 MFA, debenture cash reserve contribution (6) 49,670 

  $9,002,298 

   
(1) Estimate reviewed and confirmed by you as complete and accurate.   
(2) The Village HST cost is equal to 14.583% of the 12% HST charges.   
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(3) Financing costs on funds borrowed from the MFA to cash flow the Project to date, and estimated 
costs to Project completion.  The MFA interim financing rate is a variable rate and is equal to prime 
less approximately 1.30% (currently 1.70%).  The current outlook is for this rate to remain stable to 
the anticipated Project completion date of March 31, 2012. 

(4) Financing costs on the use of the Village’s own funds to cash flow the Project to date, and estimated 
costs to Project completion date of March 31, 2012.  The financing costs will be calculated using the 
MFA Money Market Interest rate for fiscal 2008, 2009, 2010 and 2011 to date on funds used 
(currently estimated at 1% pending provision of actual rates from MFA).  The MFA rate to be used is 
a reasonable approximation on the rate the Village would otherwise earn if it had invested these 
funds. 

(5) MFA debenture financing fees are fixed charges set at .6% of the gross debenture (debt) issue.  
(6) MFA debenture cash reserve contribution is a fixed charge equal to 1% of the gross debenture 

(debt) issue.  This cash will be withheld from the debenture borrowing by MFA and held as security 
until the maturity of the debenture.  These funds, together with interest thereon, will be returned to 
the Village when the debenture is fully repaid. 

 
Project Budget Estimate Comparison to 2008 Estimate 
 

Component of Budget Notes Sept/21/2011 Mar/18/2008 

Original OPUS DaytonKnight Project Estimate * 
Inflation * 
Items added to Project during construction * 
Original estimate components adjustments * 
*As estimated by OPUS DaytonKnight, Oct/12/2011 

(1) 
 

$6,864,000 
973,300 

1,306,206 
(423,531) 
8,719,975 

$6,864,000 
 

HST, non-rebateable (2) 152,600 0 

External interim financing costs (3) 33,400 192,192 

Internal  interim financing costs (3) 16,851  

 MFA, debenture financing fees (4) 29,802 0 

 MFA, debenture cash reserve contribution (4) 49,670 0 

  $9,002,298 7,056,192 

 
Additional debt required = $9,002,298-7,056,192 = $1,946,106 
 
(1) Estimate, inflation and items added, reviewed and confirmed by your as complete and accurate.  
(2) The HST cost was not included in the cost estimate as it was understood, in February 2010 when this 

issue was addressed, that the full HST cost would be fully reimbursed to the Village. 
(3) The 2008 financing costs was estimated at 4% interest on anticipated expenditures starting in June 2009 

and ending in September 2012. Lower actual costs anticipated due to greater focus on internal 
financing, lower market rates and earlier planned receipt of debt (Spring borrowing vs. Fall 2012). 

(4) Not included in original budget estimate. 
 

Project Funding 
 

Source Notes Amount 

Provincial Grant (Canada-BC Municipal Rural Infrastructure Fund)  $4,035,266 

Authorized Debenture Debt, Bylaw 413, 2008  3,020,926 

   Subtotal  7,056,192 

Additional Funding Required  1,946,106 

    Total  $9,002,298 

 
There are two funding sources for the Additional Funding Requirement: (A) Existing Village Resources 
(Internal Financing) or (B) Additional External Debt. 
 



 

3 
 

 
 
A. Review of Existing Village Resources Option (Internal Financing Option) 

 
As an alternative to additional external debt the Village could choose to finance all or part of the additional 
requirement with its own funds. 
 
A review of the Village’s audited December 31, 2010 Financial Statements details the Accumulated Surplus 
position as follows: 
 

 
   
The most significant component of Accumulated Surplus is the Investment in Non-Financial Assets which is 
equal to the Village’s non-financial assets (primarily tangible capital assets) less related debt.  This portion 
of accumulated surplus is not available to be used for internal financing as it is not cash and will not be 
converted to cash in the normal course of operations.  All of the Village’s tangible capital assets are 
necessary to support current services.  The Village does not have any surplus, marketable land (or other 
assets) that could readily be sold for cash without significantly impacting operations.   
 
The first step in determining the ability to use the Accumulated Surplus, Reserves or Unrestricted Surplus 
balances, requires a determination of the extent to which these balance are represented by available cash. 
 
A review of the Village’s audited December 31, 2010 Financial Statements show a cash position of 
$1,049,616 of which $420,773 is externally restricted and $429,107 is internally restricted by decision of 
Council (Reserves), leaving $199,736 of unrestricted cash (Unrestricted Surplus).   
 

 
 

Dec/31/2010 Financial Statements

429,107       Internally Restricted (Reserves)

3,692,861     Investment in Non-Financial Assets (Non Financial Assets less related Debt)

199,736       Unrestricted Surplus

4,321,704     

Dec/31/2010 Financial Statements

Short-term Cash Position: 176,675       Cash

841,062       Investments

858,658       Acounts Receivable (short-term)

(826,779)      Accounts Payable (short-term)

1,049,616     

Allocation of Cash Position:

Externally Restricted 153,272       Property Taxes paid in advance

79,844         Refundable Performance Bonds

72,871         Deferred Revenue - Grant receivable 

114,786       Deferred Revenue - GVTA (Bedwell Bay Road)

420,773       

Internally Restricted 255,142       Capital Reserve

(Reserves) 111,500       Equipment Reserve

48,933         Municipal Hall Reserve

13,532         Climate Reserve

429,107        

Unrestricted Surplus 199,736       

1,049,616     
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The $420,773 externally restricted funds are all of a short-term nature and are therefore not an appropriate 
source of long-term financing.   
 
The $429,107 of Reserve funds are for planned future expenditures, primarily of a capital nature.  The 
Capital, Equipment and Municipal Hall Reserves are Statutory Reserves which means that their use is 
restricted under the Community Charter.  While loans for the Project works can be made from these 
Statutory Reserves, the Community Charter requires that they be repaid with interest “no later than the time 
when the money is needed for the purposes of that Reserve.” The 2011-2015 Financial Plan projects a net 
decrease in the Reserves and Unrestricted Surplus balances of $90,480 in 2011, with a further net decrease 
of $87,379 by the end of 2015, leaving a balance of $450,984 at that time.  Thus, at best, the available 
Reserve and Unrestricted Surplus funds available to finance the Project works are only $450,000, and likely 
a lower amount if the debt term is much more than 10 to 15 years given the loan repayment requirements 
under the Community Charter for the Reserve funds. 
 
Additionally, it should be noted that using available Unrestricted Surplus funds to finance the Project works 
may result in the need for the Village to borrow to finance operations in the first one-half of each year until 
the major funding source (taxes) are collected in July1.   
 
Lastly, and perhaps the most important fact to consider, is that the Reserve and Unrestricted Surplus funds 
are necessary sources of capital financing for other Village capital works.  The Project will result in the 
Village’s Liability Limit being exceeded for potentially the entire 25 year debt term.  While it is possible for 
the Liability Limit to be reduced sufficiently by early debt payout and/or refinancing over a longer-term, the 
first option for this to be done is 10 years from the date of issuance of the debt.  Until such time as the 
Liability Limit is reduced, the Village will be unable to obtain any form of additional capital financing 
(including MFA equipment leases) other than short-term financing to bridge a cash-flow gap.2  Thus, it is 
imperative that the Village maintain its existing reserves and surplus balances to use for financing such 
works.3  This is particularly important given the unknowns respecting the future capital needs of the new 
water system and the need to be able to respond swiftly should the existence of a health or safety concern 
exit. 
 
B.  Additional External Debt Option 
 
With the addition of the approved Project debt ($3,020,926) the Village will exceed is legislated Liability Limit 
(i.e. annually allowable debt servicing costs of principle and interest) by about $50,000.  This event has 
been pre-approved by the Inspector of Municipalities.  The approved annual debt servicing limit for the $3M 
of debt is $253,793.  

                                                           
1
 The Village currently uses cash available from Externally Restricted funds and Unrestricted Surplus to finance 

operations during the first one-half of the fiscal year.  With stable annual operating expenses (excluding amortization 
expense) of about $690,000 the Village is easily able to internally finance operations with these cash balances. A total 
cash balance of $345,000 (50% of 690,000) would likely be sufficient. 
 
2
 See Community Charter, Section 174 (and related Regulation 93/2007).  The restriction is very broad.  The Village 

will not be permitted to incur any additional debenture debt, make any non-current capital commitments or 
contingencies (including capital lease arrangements, i.e. MFA leases), or make any loan guarantees, until such time as 
the Village’s Liability limit is reduced by an amount sufficient to permit the incurrence of the liability.   
 
3
 The Village is 100% residential and the recently updated Official Community Plan indicates that this make-up is to be 

maintained into the foreseeable future.  Thus, the ability to raise additional funds in any year is limited, with a 1% 
general municipal tax increase only raising approximately $5,500. 
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If additional debt is sought it must also be approved by the Inspector of Municipalities and a new or 
amended bylaw will need to be adopted following the same procedures followed for the $3M of authorized 
debt (see footnote for exception).4  
 
If the entire additional Project costs ($1,946,106) required is financed by additional long-term debt the 
impact on annual debt servicing costs, using the current MFA estimated 25 year debt interest rate of 4.13%5 
is: 
 

 Debt Outstanding Estimated Annual  
Debt Servicing 

(A) 

Estimated Annual Per 
Parcel Charge  

(= A / 281 parcels) 

Revised Debt 4,967,032 324,407 $1,154 

Currently Approved Debt 3,020,926 197,303 $702 

Additional Debt 1,946,106 127,104 $452 

 
The Revised Debt will result in the Village’s annual debt servicing limit being exceeded by a further $70,613 
($324,407-$253,794), or about 121,000 in total.  If the Village opts for a 30 year debt term (the maximum 
permitted under the Community Charter) the estimated annual debt servicing cost would be $293,701 with 
the debt servicing limit being exceeded by about $90,000. 
 
This being the case, at the time the currently approved debt of $3M was approved by Council Initiative 
(January 2010) the related estimated debt servicing limit that the public was advised of was $253,794 or 
$903 per taxable parcel ($253,794/281 parcels).  Thus, the difference in the annual debt servicing costs and 
per parcel charge from the perspective of the public is the increase of $70,613 ($324,407-$253,793) or $251 
($21 per month) ($70,613/281 parcels), respectively, which is relatively nominal and affordable.6 
 
 
 
 
 
 
 
 
 
 
 
 

                                                           
4
 Exception: Under sections of the Community Charter a bylaw that requires approval of the electors or assent of the 

electors may be amended or repealed without that approval or assent if the minister or inspector of municipalities 
approves, subject to any terms and conditions deemed appropriate. 
 
5
 MFA does not issue 25 year debt.  All debt issued by MFA is for ten years or less, thus the 4.13% is an estimated rate 

taking into consideration the current Fall 2010 ten year rate of 3.55% that would be in effect for a ten year term and 
estimates of market rates for the remaining 15 years of the 25 term, resulting in an estimated average of 4.13%.   
 
6
 The actual annual debt servicing costs that the Village will incur in the first ten years of the debt will be lower than the 

$324,407 as this amount averages the annual debt servicing costs over the life of the 25 year debt using 4.13% which 
is MFA’s estimate of the average annual cost of borrowing funds for 25 years.  The actual annual debt servicing costs 
for at least the first 10 years of the 25 year debt will most likely be about $50,000 less as the currently anticipated MFA 
interest rate for the first 10 years is in the range of 3.5%.  However, given the interest rate risk beyond the 10 year 
period, it would be prudent for the Village to budget and tax for the estimated average long-term cost of borrowing of 
$324,407.  The unspent portion would be transferred to a Reserve to use to fund future debt servicing costs or needed 
capital works given the limited financing options that will be available to the Village until its liability limit is reduced. 
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Conclusion and Recommendations 
 
It is recommended that the Village pursue additional long-term debt as the option to finance the additional 
Project costs of $1,946,106. 
 
Given that time is of the essence, due to the need to let the most recent tender and complete the Project by 
the Grant deadline of March 31, 2012, the relatively nominal impact on the publicly stated debt servicing 
parcel charge, and the nature and status of the Project, it is also recommended that the Village pursue the 
options under the Community Charter to amend the current debt authorization bylaw in a more timely 
manner. 
 
  
Sincerely, 
 
Nancy Gomerich, BBA, CA 
NG Consulting 
. 




