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Report to Corporate Services Committee  

To: Chair and Members 
 Corporate Services Committee  
From: Anna Lisa Barbon, CPA, CGA, Deputy City Manager, Finance 

Supports 
Subject: 2022 Debenture Issuance Update 
Date: May 2, 2022 

Recommendation 

That, on the recommendation of the Deputy City Manager, Finance Supports, the following 
actions BE TAKEN: 

a) the issuance of serial debentures for a total of $21,000,000 BE APPROVED, noting 
the average all-in rate is 3.563% over a 10-year term; and 
 

b) the attached proposed by-law (Appendix A) BE INTRODUCED at the Municipal 
Council meeting on May 3, 2022 to authorize the borrowing upon serial debentures in 
the aggregate principal amount of $21,000,000 towards the cost of certain capital 
works of the Corporation of the City of London. 

Executive Summary 

The City typically issues debt through the capital markets using a fiscal agent for complete 
projects, substantially complete projects, or projects for which a significant milestone has 
been achieved. Civic Administration is recommending issuing a serial 10-year debenture in 
the amount of $21,000,000 representing the 2022 issuance. The purpose of this report is to 
obtain approval to enact the issuance of the $21,000,000 debenture at an average all-in rate 
of 3.563% in the capital markets.  

Linkage to the Corporate Strategic Plan 

Council’s 2019 to 2023 Strategic Plan for the City of London identifies “Leading in Public 
Service” as a strategic area of focus. Continuing to ensure the strength and sustainability of 
London’s finances and adhering to the City of London’s limit on authorized debt are strategies 
to maintain London’s finances in a well-planned manner to balance equity and affordability 
over the long term. This second 2022 Debenture Issuance report ensures that the proper 
mechanisms are in place to fund major capital projects while supporting intergenerational 
equity. 

Analysis 

1.0 Background Information 

1.1  Previous Reports Related to this Matter 
 
Corporate Services Committee, March 28, 2022, Agenda Item 2.2, 2022 Debenture Issuance. 
https://pub-london.escribemeetings.com/FileStream.ashx?DocumentId=91288 
 
Corporate Services Committee, August 30, 2021, Agenda Item 2.1, City of London’s Credit 
Rating. 
https://pub-london.escribemeetings.com/FileStream.ashx?DocumentId=84577 
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2.0 Discussion and Considerations 

At its session on April 12, 2022 Municipal Council authorized the Deputy City Manager, 
Finance Supports to proceed with the issuance of debentures to provide permanent financing 
for capital works in an amount not to exceed $21,000,000. 
 
Starting April 18, 2022, with Royal Bank of Canada (RBC) Capital Markets as lead fiscal 
agent, the Corporation of the City of London launched a serial debenture issuance for 
$21,000,000 with settlement on May 9, 2022.  The issuance of serial debentures is structured 
with coupon rates ranging from 2.400% to 3.650% from one to ten years and a net all-in rate 
of 3.563% (including fiscal agency fees) over the 10-year term.   
 
Over the past five years, the City has issued a total of approximately $204.4 million in 
debentures as follows:  
 

Issuance Date Amount of 
Issuance ($) 

Term 
(years) 

All in Rate 
of 

Borrowing* 
Agency 

 

16-April-2021 23,000,000 10 1.82% Capital Markets-
CDS&CO 

5-Jun-2020 36,000,000 10 1.67% Capital Markets-
CDS&CO 

2-Apr-2019 49,380,000 10 2.66% Capital Markets-
CDS&CO 

13-Mar-2018 55,000,000 10 2.98% Capital Markets-
CDS&CO 

7-Mar-2017 41,000,000 10 2.48% Capital Markets-
CDS&CO 

Total 204,380,000    
 
*All-in rate includes fees 
CDS&CO - nominee of CDS Clearing and Depository Services Inc – serial debentures 

 
2.1  Authorizing By-Law  
 
The attached by-law, to be introduced at Municipal Council on Tuesday, May 3, 2022, will 
allow the City to borrow upon serial debentures for the debenture term and amount identified 
above.  It will also authorize the Deputy Mayor, City Treasurer and City Clerk to execute all 
documents and other papers in the name of the Municipality in order to carry out the issuance 
of the serial debentures and settlement of the issuance on May 9, 2022. The by-law is 
attached as Appendix A along with its corresponding schedules:  
 

• Schedule A – Listing of projects to be financed by debenture; 
• Schedule B – Debenture certificate and legal opinion provided by WeirFoulds LLP; and 
• Schedule C – Repayment schedule. 

 
A presentation from RBC Capital Markets, the lead fiscal agent, providing a summary of the 
2022 debt issuance, is attached as Appendix B. 
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3.0 Financial Impact/Considerations 

The financial impact of this debenture issuance has been included in the 2020 to 2023 Multi-
Year Budget and will also be incorporated in future Multi-Year Budget submissions. While 
interest rates have moved higher in a short period of time recently, the principal amount to be 
issued is lower than budgeted for 2022. The City, through its budgeting processes and 
associated polices related to debt (such as the application of a portion of year-end surpluses 
and surplus assessment growth revenues to reducing authorized but unissued debt), is able 
to proactively influence the management of debt issuances and total debt levels. However, 
the City is a participant in the capital markets and does not influence market rates.  The City 
does not attempt to “time the market” and is generally an annual issuer in the traditional 
spring municipal issuance window.  Despite the effect of higher rates, the total debt servicing 
cost is accommodated with the existing established budget for 2022 due to the lower than 
budgeted amount of the debt issuance.  
 
Furthermore, proceeds from our debt issuance will represent a cash injection to the City to 
aid in managing cash flows and maintaining its positive liquidity position.  

4.0 Key Issues and Considerations  

4.1.  Current Market Conditions 
 
Investor appetite for municipal debentures remains strong. We have seen several issuances 
in the municipal space in 2022, with issuances from the City of Ottawa, First Nations Finance 
Authority (FNFA), Regional Municipality of Peel, City of Greater Sudbury, City of Montreal, 
Municipality Finance Authority of British Columbia, City of Toronto and Regional Municipality 
of Waterloo. All issuances were well received and at attractive levels for the issuers relative 
to underlying benchmarks. 

There has been a significant rise in rates over the last couple of months. At the April 13, 2022 
Bank of Canada (BOC) policy decision announcement, the BOC increased the overnight rate 
by 0.50% to 1.00%. This represents the second increase in rates this year, the first interest 
rate increase being an increase from 0.25% to 0.50% on March 2, 2022. The bank cited 
supply disruptions and economic uncertainties resulting from the events in Ukraine; increase 
in inflation due to spikes in oil, natural gas and other commodities as primary drivers to the 
increase in the overnight rate. The BOC also noted that there is an expectation of further 
rates increases as inflation persists, including the possibility of another further 0.50% 
increase in upcoming rate announcements.  

The overnight rate is the rate at which major financial institutions borrow and lend one-day (or 
"overnight") funds among themselves. While not the only determinant of interest rates on 
municipal debentures, changes in this rate influences other rates and has a resulting effect 
on bond yields, including municipal debentures. The bank acknowledged that economic 
growth is strong and labour market and wage growth is back to its pre-pandemic pace and 
rising. Further contributing to the rise in rates following the BOC announcement in March is 
that bond purchases through the quantitative easing (QE) program are coming to an end 
effective April 25, 2022. The QE program was originally introduced to provide for liquidity and 
keep rates lower further out the yield curve for longer duration borrowings as a response to 
COVID-19.  Additionally, the BOC is expected to implement a quantitative tightening (QT) 
program that involves reducing its bond holdings.  This may add further pressure to interest 
rates going forward.  To illustrate the dramatic move in rates over the past year, the following 
figure shows the Canadian yield curve at the time of the City’s 2022 debenture pricing (April 
20, 2022) compared to the timing of pricing of the 2021 issuance (March 24, 2021):  
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(Source: Refinitiv)  

The increase and simultaneous flattening in the yield curve demonstrate the market’s 
expectations of future interest rates, both in the short and long term. The shift considers the 
recent actions of the BOC but also the long-term rate sentiment within Canada, including 
recent economic data and forecasts.   

With this increase, the rate at which investors are willing to purchase bonds has increased as 
well, which has a resulting impact on the rate at which the City’s issuance is being priced. To 
provide a sense of the recent rate increases and volatility, the following graph presents a 
summary of the 10 Year Canada Bond rate over the last five years: 

 

(Source: Refinitiv)  

As the graphic illustrates, the volatility in the 10-year Canada bond yield over the past 2 
months has been dramatic, which is a key underlying determinant of the City’s issuance 
rates.  This benchmark rate has increased more than 100 basis points (1%) during this 2-
month period.  Fortunately, the City’s prudent debt management practices, including focus on 
maintaining our Aaa credit rating, ensures strong investor demand while minimizing the 
interest rates on London’s issuance.  The City will continue to emphasize these debt 
management practices to minimize the impact of further future interest rate increases should 
they materialize.  
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Conclusion 

The City of London has been successful in placing its debt in capital markets during a volatile 
period. Although rates have increased, Civic Administration is not anticipating a negative 
budgetary impact on the City’s debt servicing cost in 2022 due to the lower issuance amount 
in comparison to the budgeted issuance amount. 

The City’s 2022 planned debt issuance will provide the required long-term funding for the 
identified projects within Appendix A and aligns with the City’s Debt Management Policy. This 
approval will provide the authorization to execute the necessary documentation to issue 
debentures through the capital markets.  
 
 
Prepared by: Folakemi Ajibola, CTP, Manager, Financial Modelling, 

Forecasting and Systems Control (Treasury) 
Submitted by: Kyle Murray, CPA, CA, Director, Financial Planning and 

Business Support 
Recommended by:  Anna Lisa Barbon, CPA, CGA, Deputy City Manager, Finance 

Supports 
 
 
Attachment: Appendix A and B
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