
THECORPORATIONOFTHE
MUNICIPALITYOFKINCARDINE

Subject: Financing ofKincardine Business ParkLandsatHighway 9/21

ReportNumber: Treasury-2019-80

MeetingDate:Monday, November4, 2019

Recommendation: THATCouncil approve thedraftborrowing by-lawfor
servicing thebusiness parklandsatHwy9/21asauthorized inthe2019budget.  

DatetobeconsideredbyCouncil:  Monday, November 4, 2019

ReportSummary:  Thepurpose ofthisreport istoobtainCouncil’sapproval of
theborrowing by-lawinorder toinitiate theexternal borrowing process through
Infrastructure Ontario tofundtheservicing oftheHighway 9/21business park
lands, asperthe2019capitalbudget.  

Origin: 2019budget

ExistingPolicy:  GG.2.23DebtManagement Policy

thBackground/Analysis: AttheOctober 7 meeting, Council awarded the
construction tender fortheprovision ofservices atthe9/21Kincardine Business
Parkforacostof $1,841,007. Thescopeofworkforthisphase included the
extension ofroadsurface andsidewalk onDurham StandMillennium Wayas
wellastheinstallation ofstormsewer, waterandsanitary services.   

The2019capital budget included atotalof $4,265,000incosts, including
construction andengineering, forthefirstphaseoftheservicing. Asreported in
staff reportPW-2019-74, notalloftheelements haveyetbeentendered dueto
thescopeofrequirements beingdependent uponthenatureofthedevelopments
whicharenotyetknown. Fulluseoftheserviced lands isanticipated for2021.   

While these costswillultimately berecovered through Area-Specific
Development Charges (ASDCs), theMunicipality willbefinancing these costs
upfront through external borrowing, netof ~ $430,000fromthe2019OPG
hosting payment, forananticipated borrowing amount of $3,835,000.  



Staffhavecompleted theloanapplication through Infrastructure Ontario (IO), and
theattached borrowing by-lawisbeingsubmitted forCouncil’sreview and
approval. Through discussions withIO, staffhasdetermined thattheappropriate
loanforthisworkwould betheFloating RateCapital Loan. Thisproduct isbest
suited forborrowers whoanticipate receiving future incoming cash flowstopay
forspecific capital expenditures forinfrastructure projects. AstheMunicipality
expects torecover itscosts through ASDCs, thiswouldbetheideal loan
structure.  Theloandetails areasfollows:  

Allows borrowers todrawshort-termloans forupto5years
Theborrower isabletomake interest onlypayments monthly foruptoa5-  
yearperiod fromthedatethefundsarefirstadvanced
Atmaturity after5years, theborrower musteitherconvert toafixedrate
termloanorreimburse theinterest-onlyloanbalance
Thecurrent IOfloating rateasofthedateofthisreport is2.21%  

Therearenofixedprincipal andinterest payments under this loan, andtherefore
theMunicipality willonlyberequired tomakemonthly interest payments onthe
advanced funds.  Whilestaffexpects thatsufficient development willoccurover
thenext5yearssuchthattheASDC’swillbecollected within theborrowing term,  
anyunpaid loanbalance canbeconverted toafixedratetermloanandwould
notbecome immediately due.  

Theloanapplication wascompleted for $4.25million intheeventofany
unanticipated costoverages, however actual borrowing wouldberestricted tothe
maximum budgeted capof $3.815million. Anyborrowing requirements thatmay
extend beyond thebudgeted maximum would require priorCouncil approval.  

CommunityPlanandIntegratedCommunitySustainabilityPlan (ICSP)  
Considerations:  

FinancialImplications: Theinterest payments willneedtobeincluded inthe
operating budget beginning in2020, however interest willbeincluded inthe
calculation oftheASDC’sandwilltherefore berecoverable fromfuture
development. Annual interest payments onthefullextentof $3.835million in
borrowing wouldamount to ~ $85,000atthecurrent interest rate. Theinterest
expense wouldbeallocated 60% totheroadsbudget, 30% tothewaterbudget,  
and10% tothesewer budget, calculated using theforecasted construction costs
attributed toeachassetarea.   

Attachments: Draftborrowing by-law



ReportApprovalDetails

Document Title: Financing oftheHighway 9and21Kincardine Business
Park - Treasury-2019-80.docx

Attachments:   

FinalApproval Date: Oct28, 2019

Thisreportandallofitsattachments wereapproved andsigned asoutlined
below:  

Sharon Chambers


