
Attachment 3

Debt Update - December 31, 2021

Municipal Government Act Debt & Debt Servicing Limits

The Municipal Government Act (MGA) and related regulations establish limits for municipal debt levels to two times
revenue and annual debt servicing costs to 35 per cent of revenue. The following provides an update on the City’s
compliance with the Municipal Government Act debt and debt servicing limits. Forecasted debt in the following
charts is based on currently approved debt projects.

Page 1 of 7 March 14, 2022 - City Council |FCS01019



Attachment 3

Total projected debt peaks in 2025 at $4.92 billion primarily due to matching funding from other orders of
government for large transit and road projects such as Valley Line LRT, Valle Line West and Yellowhead Trail
Freeway Conversion projects.
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Debt Management Fiscal Policy Debt Servicing Limits

The Debt Management Fiscal Policy (DMFP) - C203C sets more conservative debt service limits than those
established in the MGA, with limits for all City operations and tax-supported operations. DMFP limits in the table
below are 22 per cent of City revenues for total debt servicing and 15 per cent of tax levy revenues for
tax-supported debt servicing.
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The City borrows almost exclusively through the Government of Alberta’s Treasury Board and Finance (TBF),
formerly known as Alberta Capital Finance Authority (ACFA). TBF maintains a credit review process for borrowers
who:

i) have exceeded borrowing limits established under the Municipal Government Act ,

ii) are within 25 per cent of the limit established under the Municipal Government Act and have a credit rating less
than “A” , or

iii) are considered to be in financial difficulty.

Based on the criteria, the City considers debt and debt servicing risk to be elevated when they are within 25 per
cent, or have exceeded 75 per cent, of the debt and debt servicing limits established under the Municipal
Government Act. The City may not fall under the credit review process when exceeding 75 per cent of the limits as
the credit rating is currently higher than an A rating.

The interest rate on 20 year debentures borrowed on December 15, 2021 was 3.270 per cent, up 1.186 per cent
from 2.084 per cent on December 15, 2020.  In December 2021, the Province announced new loan pricing for local
authorities, which includes an increase of approximately 0.5 per cent to 0.75 per cent over rates the City received in
the past.
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Attachment 3

Debt and Debt Servicing Update - December 31, 2021
The following table provides a breakdown of the borrowing by quarter, as well as outstanding debt and debt
servicing compared to both the MGA and DMFP debt limits.
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The following table provides a breakdown of projected outstanding debt by major project:
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