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Agenda Item:  	D.3	

Request for Decision
		

	Title 
	[bookmark: _Hlk526760]Bylaw 1447/19 – Debenture for Alberta Industrial Heartland Waterline Project (First Reading)

	
	

	Proposed Motion
	That Council give first reading of Bylaw 1447/19.

	

	Administrative
Recommendation
	Administration recommends that Council give first reading of Bylaw 1477/19 to debenture for the Alberta Industrial Heartland Waterline Project as economic investment in the Industrial Heartland area.

	
	

	Previous Council Direction
	[bookmark: _Hlk25306198]June 11, 2019 - Motion 208/19: 
That Council approve a budget of $1,404,225 for the engineering and land acquisition for the Alberta Industrial Heartland Waterline Project funded by the General Operating Reserves.

March 14, 2017 – Motion 112/17:
That Council authorize the CAO to execute agreements with proponent noted within Attachment 1 of the Request for Decision titled "Economic Development Opportunity" dated March 14, 2017.

	 
	

	
Report
	Background Information
· [bookmark: _Hlk9859871][bookmark: _GoBack]The Alberta Industrial Heartland (AIH) Waterline project involves the construction of 4.8 kilometres of pipeline with size 450-millimetre pipe, which will run along Highway 825 and will be adjacent to the 300- millimetre waterline currently servicing the Heartland Industrial area. The project will also incorporate a 1.6 kilometre pipeline to completely loop the water system in the Heartland area.
· The proposed Debenture Bylaw 1477/19 is for $10,000,000. The estimated preliminary cost of construction is $6,703,675. To avoid the risk of project delay, Administration recommends proceeding with a value greater than preliminary estimates to ensure that the tenders received in April 2020 can be fully funded. If tenders received are greater than the Debenture Bylaw, the process would be delayed. Administration will only draw on the debenture funds for the project as required. 
· The debenture includes the cost of land acquisition and the cost of looping the water system in the industrial area.
· The County’s share of the project cost is estimated to be 62%, while the remaining 38% will ultimately be borne by an existing developer. 
· The servicing cost for the proposed debenture will be funded by taxes and developers’ contributions. 
· The tax supported portion ($6,213,870) of the debenture is for a 15-year term with semi-annual payment of principal and interest in line with Sturgeon County’s Debt Management Policy.
· The developers’ contribution funded portion ($3,786,130) of the debenture is a 10-year term with semi-annual interest payments for 10 years and a payment of the principal at the end of the term. This is structured to match the expected cash-flows from the existing developer.
· Administration will only draw on the debenture in the amount that is required to fund the project based on forecasted costs.
· The total outstanding debt principal as of December 31, 2018, is $30,814,015 (audited). 
· Total long-term debt principal at December 31, 2019 is anticipated to be $27,383,964.88
· Sturgeon County’s debt limit as of December 31, 2018, per the Municipal Government Act (MGA), is $102,997,562.
· Sturgeon County’s debt limit as of December 31, 2018, per Sturgeon County’s Debt Policy, is $82,393,049.
· Remaining debt limit available based on MGA regulations is $72,183,547; based on Sturgeon County Policy it is $51,584,035. 
External Communication
· The bylaw will be advertised in various media outlets and posted on the Sturgeon County website. 

Relevant Policy/Legislation/Practices:
· Municipal Government Act, RSA 2000 c.M-26
· Debt Management Policy 

	
	

	Implication of Administrative Recommendation
	Strategic Alignment:
Maintain and Enhance Strong Communities – The waterline construction demonstrates the County’s commitment to strengthening the economic foundation of the County.

Organizational: 
It is expected that the County will require right-of-way access of about 10 to 15 metres from landowners for the project. Detailed design is currently underway and will take several months to complete. It is expected that completion will occur in early March 2020. Tender for construction is expected to close by April 2020. This schedule will allow construction to occur during the more favourable weather months.




Financial:
The Debenture Bylaw request is for $10,000,000 with preliminary project estimates of $6,703,675. The tendering process is planned to commence in April 2020 which will provide the total cost of construction.  

Sturgeon County’s portion of this project is proposed to be funded through a debenture over a 15-year period. There is interim funding in place in the amount of $1,404,225 from the General Operating Reserve that will be replenished to the balance utilized for this project upon the issuance of the debenture. 

The current interest rates for a 10-year and 15-year debenture are 2.290% and 2.471% respectively. 

Details for the debenture are summarized below: 
The debenture will be funded from developers’ contribution (10 years) and taxes (15 years).

	Funding
	Debenture
	Total Interest
	Annual Payment

	Developers' Contribution 
	             3,786,130 
	   867,023
	86,702* 

	Taxes 
	6,213,870
	1,260,437
	498,287




	
	*Developer principal will be paid in Year 10 with the annual interest payment


	Alternatives Considered
	Council could decide to defeat the Bylaw and not procced with the project.

	
	

	Implications of Alternatives 
	Strategic Alignment: 
Inconsistent with the County’s goal of supporting a strong thriving business environment to strengthen our economic foundation.

Organizational:
Without proceeding with this project, the existing developer would only build the 300-millimetre waterline to connect the existing waterline. A 300-millimetre waterline would not have enough capacity to accommodate future growth.

Financial:
Forfeiture of costs already incurred towards engineering and land acquisition and potential legal implications.

	
	

	Follow up Action
	1. Financial Services will work with Corporate Communications to ensure that the Debenture Bylaw is advertised in various media outlets and posted on the Sturgeon County website.

2. Financial Services will bring Bylaw 1447/19 back to Council for consideration of second and third reading at the January 28, 2020 Regular Council Meeting.

	
	




	Attachment(s)
	1. Proposed Bylaw 1447/19 
2. Debt Management Policy 
3. Reserve Policy
4. Summary of Fiscal Principles, Practices and Policies

	
	

	Report Reviewed by:
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Ed Kaemingh, Director, Financial and Strategic Services 
[image: ]




Reegan McCullough, County Commissioner – CAO 



Strategic Alignment Checklist						
Vision: Sturgeon County: a diverse, active community that pioneers opportunities and promotes initiative while embracing rural lifestyles.
Mission: Provide quality, cost effective services and infrastructure to meet the diverse needs of the Sturgeon County community, while improving competitiveness and sustainability.

	Focus Areas
	Not consistent
	N/A
	Consistent

	Planned Growth and Prosperity
	
	
	

	We encourage varied and integrated enterprises that enhance our strong economic 
base, while balancing the needs of the community and natural environment.
(Strategic Plan and MDP pg. 36)
	☐	☒	☐
	· Supports a strong thriving business environment to strengthen our economic foundation
	☐	☐	☒
	· [bookmark: _Hlk524429560]Plans for responsible growth through the MDP and regional growth plan.
	☐	☒	☐
	· Manages growth for current and future developments through:
·  transparent bylaws, policies and processes to enable responsible land development
	☐	☒	☐
	· targeting growth around existing and identified future growth areas
	☐	☐	☒
	Maintain and Enhance Strong Communities
	
	
	

	We are committed to a safe and viable community, where our residents are  
provided with access to opportunities and quality of life. 
(Strategic Plan and pg. 27 MDP)
	☐	☒	☐
	· Provides access to programs and services that have a positive impact on residents’ quality of life
	☐	☐	☒
	· Provides access to safe and reliable infrastructure assets
	☐	☐	☒
	· Supports the safety of people and property
	☐	☒	☐
	Strong Local and Regional Governance
	
	
	

	We promote consistent and accountable leadership through collaborative and 
transparent processes (Strategic Plan and pg. 27 MDP)
	☐	☒	☐
	· Provides effective leadership and management consistent with Strategic Plan, MDP, master plans, bylaws, policies, community engagement 
	☐	☒	☐
	· Considers fiscal stability and sustainability
	☐	☐	☒
	· Fosters collaborative intergovernmental partnerships 
	☐	☐	☒
	Community Identity & Spirit
	
	
	

	We will build upon our strengths, where together we will create an inclusive, caring community (Strategic Plan and MDP pg. 27)
	☐	☒	☐
	· Promotes and/or enhances residents’ identification with Sturgeon County
	☐	☒	☐
	· Support and/or collaborate with voluntary organizations in the region
	☐	☒	☐
	Environmental Stewardship
	
	
	

	We foster a healthy environment and minimize our impact on ecosystems. (Strategic Plan and MDP pg. 27)
	☐	☒	☐
	· Plans and partnerships that minimize environmental impact on natural areas
	☐	☒	☐
	· Provides awareness of environmental issues impacting the County
	☐	☐	☒
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