
 

  

 
  

 

   

 

City  of  Kingston  
Information Report  to  Council  

Report Number  19-254  

To:  Mayor and Members of Council  
From:  Desirée Kennedy, Chief Financial Officer and City  Treasurer  
Resource  Staff:  Lana Foulds, Director of Financial  Services  
Date  of  Meeting:   November  19,  2019  
Subject:  Debt  Management Plan  

Executive Summary: 

At the July 9, 2019 meeting of Council, the following Council motion directed staff to provide 
information on the City of Kingston’s (“the City”) debt management plan and related capital 
funding strategies. 

Whereas  a core principle of Council's Strategic Plan, 2019-2022 is fiscal responsibility;  
and  

Whereas  the Corporation of the City of Kingston is in the range of  $400,000,000 of  
debt, including debt issued on behalf of Utilities Kingston; and  

Whereas  the City of  Kingston spends approximately $16,000,000 a year paying interest  
on this debt; and  

Whereas  the City of  Kingston occasionally has unplanned surpluses from  spending less  
than anticipated or receiving additional transfers from Utilities Kingston; and  

Whereas  said municipal surpluses are deposited into the working fund reserve of the 
City of Kingston to be  spent on other projects and programs; and  

Whereas  reducing debt provides a return on investment in the form of savings on 
interest payments;  

Therefore Be It Resolved That council direct staff to report back with detailed 
information on the City’s debt management plan including but not limited to; long-term 
borrowing strategies, current and projected debt position, debt servicing costs and 
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maturities  as well as  other measures and strategies that would reduce the City’s  
reliance on debt by Q3 in time for the budgetary planning process of 2019-2020.  

This report provides a summary of the City’s debt management policies and practices since 
amalgamation and provides information on how debt levels and related servicing costs are 
managed. 

A comprehensive long term fiscal plan and capitalization policy was approved by Council shortly 
after amalgamation which supported a commitment to increase capital investment and to build 
sustainable capital reserve fund balances. A dedicated one percent incremental capital levy and 
the responsible use of debt in the short term were approved strategies that were implemented in 
support of the long term fiscal plan. 

Debt management strategies have been modified over time to accommodate financial 
requirements. With the implementation and continuation of the 1% capital levy the reliance on 
debt has lessened and outstanding debt balances are projected to decline. Paying for goods 
and services as resources will allow is the preferred funding option for asset replacement and 
renewal expenditures with debt funding used primarily for large scale projects and growth 
related investments. 

The City of Kingston’s 2018 Audited Financial Statements report a balance of $360M in issued 
debt. An additional $190M of debt approved but not yet issued is projected to be issued over the 
next three to four years as large scale projects are completed. Total debt outstanding is well 
below the provincial thresholds and is managed within the City’s self-imposed limits. Sound 
management practices have also assisted the City to secure a continued ‘AA’ credit rating from 
Standard and Poor’s. The City’s draft 2020 capital budget recommendations do not contemplate 
adding any new debt over this term of Council. 

Recommendation: 

This report is for information only. 
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Authorizing Signatures:  

Desirée Kennedy, Chief  
Financial  Officer and City  
Treasurer  

Lanie Hurdle, Interim Chief  
Administrative Officer  

Consultation with the following Members of the Corporate Management Team: 

Peter Huigenbos, Acting Commissioner, Community Services  Not Required  

Brad Joyce, Acting Commissioner, Corporate Services  Not Required  

Jim Keech, President & CEO, Utilities Kingston  

Sheila Kidd, Commissioner, Transportation & Public Works  Not Required  

nbarrett
Original Signed by CFO & Treasurer


nbarrett
Original Signed by CAO
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Options/Discussion: 

Introduction  and Regulatory Framework  

A fundamental component of capital planning is the ability of a municipality to incur long-term 
debt. Long-term debt is a capital financing tool that allows for the payment of capital assets over 
a period of time. Long-term debt is restricted for use in funding capital assets whose useful life 
and benefits extend over a number of years. As the benefits extend into the future, so can the 
payment for those benefits through an annual debt charge, supporting the principle that users 
are responsible for the costs of the benefits they receive. Capital funding strategies support two 
primary funding options – pay for goods and services as resources will allow (pay-as-you-go) or 
issue debentures and pay for them over time. Debentures are long-term loans, with a fixed 
payment schedule and rate of interest. Debenture terms can vary and are determined based 
many factors including the useful life of the asset, the value of the benefit that future generations 
will receive from the asset, other revenues that may be generated over time by the asset, cash 
flow projections to support repayments and current and projected interest rates. 

It is important to note that in the municipal realm, long-term debt can only be used to fund 
capital projects. Unlike upper levels of government, municipalities cannot issue debt to fund 
operating deficits. If a municipality has an operating deficit in one year, they must raise taxes or 
other revenues in the following year to fund the prior year’s deficit. 

Local governments generally cannot operate without incurring some debt for capital purposes. 
As an analogy, that would be the equivalent of all residents purchasing a home without the 
necessity for a mortgage. While the deferral of capital expenditures until funding resources are 
available is an option, reality is such that the need to support growth and to maintain the 
infrastructure necessary to support services will influence the timing of capital investments. 

As part of Standard and Poor’s (S&P) annual credit rating review, they provided a 
comprehensive perspective with respect to the debt position of the Canadian municipal sector. It 
was noted that high levels of capital expenditures required to address growing infrastructure 
deficits, have contributed to a build-up of debt at the municipal level; however, from a credit 
rating perspective, the debt burden is still considered relatively low. Of the 35 rated entities, S&P 
noted that 30 have a credit rating of “AA” or higher. Strong operating performance in conjunction 
with a low debt burden underpin the credit quality of municipalities overall. Municipalities rely on 
a stable revenue source and growth prospects that are particularly relevant for the larger 
municipalities and low interest rates have helped municipalities to manage their cost of debt. 
Also noted, Canadian rated municipalities hold large liquidity reserves – on average rated 
Canadian municipalities have cash reserves worth 5.7 times their annual debt service which 
mitigates the risk of default. The City of Kingston currently has cash reserves worth 
approximately 4.3 times our annual debt service costs. 

The regulatory framework governing municipal borrowing supports responsible debt 
management. The Province provides for municipalities to incur debt for municipal purposes in 
the Municipal Act, 2001 with imposed limits in the form of a financial indicator that measures the 
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proportion of current fund expenditures required for debt charges. This measure is similar to the 
one used by the banks in calculating the percentage of a household income that would be 
required to cover mortgage payments. Ontario Regulation 403/02 Debt and Financial Obligation 
Limits incorporates a limit on the amount of debt that a municipality may incur. That limit is 
calculated based on the overall guideline that no more than 25% of annual operating revenues 
(excluding certain revenues such as government grants and transfers from reserves and 
reserve funds) can be used for the payment of both interest charges and principal repayments. 

The  City Treasurer is required to  report  annually to Council  on the municipality’s debt limits,  
based on the latest Annual Repayment Limit (ARL) provided by the Ministry of  Municipal Affairs. 
This report  provides Council with information with respect to the municipality’s existing levels of  
long-term debt as well as the additional long term borrowings that could be available as per the 
provincial guidelines.  The 2019 Municipal Debt Limits  report was provided to Council on April  
16, 2019.  

When a municipality proposes to undertake long-term borrowing (or other long-term financial 
obligations), the City Treasurer is responsible for updating the limit issued by the Province and 
for determining whether there is capacity for the proposed additional annual debt carrying costs 
within the municipality’s ARL to undertake the planned borrowing. 

Debt Policy 

The City’s current debt policy provides for the issuance of long-term debt at a level that will not 
impair the financial position of the municipality. It outlines principles that ensure debt is 
managed responsibly, in accordance with corporate goals, financial planning objectives and 
legislative provisions. 

Inherent in the policy is the overriding philosophy that debt be affordable and financially 
sustainable. It establishes sustainable debt limits within legislative and internally imposed limits, 
ensures that debt is used strategically to fund capital projects and ensures that the debt is 
appropriately structured with sufficient revenues to cover annual debt servicing costs. 

Specifically noted in the City’s debt policy, the term of debt shall not extend beyond the useful 
life of the related asset with consideration for current interest rates, the value of the asset to 
future generations and revenue streams the asset may generate. The policy also directs that 
debt financing only be considered if other effective sources of financing are not available and 
that the municipality’s annual debt limit not exceed 10% of previous year’s own source 
revenues. 

When Does Debt Make Sense? 

There are differing philosophies over whether to use a “pay-as-you-go” approach (funding 
capital from existing capital reserve funds) versus “pay-as-you-use” (issuing debt and paying off 
the debt over the respective life of the capital asset). Depending on the municipality’s size, 
service responsibility and fiscal policies, municipalities may decide to use long-term debt as a 

https://www.cityofkingston.ca/documents/10180/33714974/City-Council_Meeting-13-2019_Report-19-098_2019-Municipal-Debt-Limits.pdf/62274f6c-3552-4360-9dc9-745320d3cd3f
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funding alternative to finance infrastructure and other capital assets. There are a variety of 
considerations discussed below that can influence a capital financing decision. 

Affordability 

Affordability and cash flow considerations may influence the decision to use debt financing. 
While the use of debt funding increases the total cost of a project by the additional cost of 
interest, it may also allow you to complete capital projects sooner. 

Cashflow considerations 

Municipalities may not have the resources to finance a capital project up front. Borrowing allows 
them to spread the cost of the project over its useful life and allows infrastructure costs to be 
paid by those benefiting from the service. Spreading payments over a longer period will also 
create a more predictable cash flow that aligns with annual revenue streams. 

The benefit principle 

Since current and future residents of the community will benefit from the capital assets, it is 
appropriate that both current and future residents should pay for the cost of that asset over its 
useful life. 

The investment in capital assets supports the delivery of services to the community, often for 
many years. The decision to use debt financing for major capital expenditures spreads the cost 
of capital over the useful life of an asset in relation to the term of those benefits. Since current 
and future residents of the community will benefit from the capital asset, it is appropriate that 
both the current and future residents should pay for the cost of that asset over its useful life. 
Debt financing accomplishes this by charging project costs over a number of years in the form of 
debt servicing. As the benefits are being received, the cost of the capital asset supporting the 
service is being funded. 

Low interest rates or escalating project costs 

Interest rates are an important consideration for when and if to issue debentures. A low interest 
rate environment can be utilized to advance capital investment. If interest rates are lower than 
the rate of inflation for certain construction projects, it may make sense to borrow for a project 
sooner, rather than pay a higher cost for the project later. 

Long-Term Fiscal Planning 

On January 1, 1998, the City was amalgamated with Kingston Township and Pittsburgh 
Township to form the new City of Kingston. Post-amalgamation planning necessitated the 
municipality to consider its long term capital planning approach in an environment, not unlike 
many municipalities, that was dealing with aging infrastructure and an historic pattern of 
inadequate investment in capital assets. The approach required the development of a 
comprehensive long term fiscal plan and capitalization policy for the future of the newly 
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amalgamated city. The following principles formed the foundation upon which the capital plan 
and related funding strategies would be developed: 

• A commitment to address the increasing infrastructure deficit; 

• A commitment to ongoing capital investment requirements to maintain, repair, and 
replace the City's existing capital asset portfolio; 

• A commitment to the investment required for new capital to support the municipal and 
utility services needed for population growth; 

• A desire to maintain responsible and consistent tax rate increases; 

• A desire to maintain responsible debt levels; and 

• A commitment to increase and maintain sustainable capital reserve fund balances. 

More importantly, it was agreed that the primary objective of the long-term capital funding 
strategies over time would be an increased reliance on pay-as-you-go capital funding and 
reduced reliance on debt. This became the overarching principle that continues to influence our 
fiscal policy setting processes today. 

In 1999, Council provided formal direction to develop a capitalization policy that reflected a 
progressive increase in contributions to capital reserve funds along with the responsible use of 
debt until such time as increased contributions would support a pay-as-you-go strategy. 

The following motion was carried at the February 2, 1999 Council Meeting: 

That, subject to final budget review by Council, the following recommendations be 
approved: 

1. That the municipality develop a Capitalization Policy that would include: 

a) Progressive increase of contributions from current operation to reserves for Capital; 

b) Initial increase of debt level, using debt capacity, until offset by pay-as-you-go; 

c) Use of Utility dividends and asset sales as contributions to reserves 

2. Create a Working Fund Reserve for stabilization of taxes, i.e. ad hoc events, snow 
precipitation variance, new legislation, etc. 

3. Approve in principle the proposed budget strategies presented. 

To implement the recommendations, the City introduced a capital policy in 1999 that included a 
1% incremental tax increase allocated annually to infrastructure renewal and capital works, 
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currently referenced as the 1% capital levy. The policy also incorporated a 1% incremental 
increase on fees and charges revenues also to be allocated for capital purposes. The annual 
fees and charges by-law supports this policy and ensures that the proportion of user fees and 
taxation subsidy for services is maintained. 

The City’s long term fiscal management has continued to be guided by the following capital 
investment strategies: 

• Upgrading and replacing aging infrastructure and historic pattern of inadequate 
investment in capital assets. 

• A fiscal plan to “catch up” and maintain the necessary level of investment in capital while 
managing debt levels. 

• Strategies to: 

o Increase reliance on pay-as-you-go strategy 

o Reduce reliance on debt 

o Increase contributions to capital reserve funds 

o Support responsible use of debt in the short term 

o Support appropriate use of debt in the long term 

Over the last 20 years, the City has remained committed to the post-amalgamation capital 
planning strategies. The 1% incremental capital levy remains in place with the objective of 
reaching a defined level of sustainable capital investment. 

Where Are We Today? 

Contributions to capital reserve funds 

In 2019, the annual 1% capital levy contributed approximately $38M to capital reserve funds for 
municipal purposes. An additional $20M is contributed annually to the capital reserve funds 
through services that are supported in whole or in part by an incremental 1% annual increase on 
user fees and charges. With additional contributions from federal gas tax grants, investment 
income and other sources, approximately $75M is contributed annually to capital reserve funds 
for municipal purposes, supporting the increased use of pay-as-you-go capital funding. With the 
continuation of the 1% incremental capital levy, annual transfers to capital reserve funds for 
municipal purposes are projected to reach approximately $100M by 2026. 

This level of contribution continues to move closer to a sustainable level of annual capital 
investment, which based on the existing capital asset portfolio is currently estimated to be in the 
range of $115M as outlined below. Staff continue to develop and implement asset planning 
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strategies and to align asset management plans with provincial legislation. The first requirement 
is to develop a plan for core infrastructure assets by July 1, 2021. All other assets will be 
incorporated into the plan by July 1, 2023. These efforts will provide better data to more 
accurately identify the necessary capital investment required to properly maintain and replace 
the City’s capital assets. 

Estimated Annual 
Capital Investment 

Road and related infrastructure $ 40M 

Equipment and fleet 15M 

Facilities 12M 

Parks 8M 

Information technology 5M 

Total capital investment $ 80M 

Debt charges (principal and interest) 35M 

Total $ 115M 

The City’s long-term capital planning approach is also utilized for water, wastewater and gas 
services. Budgets for municipal utility services are presented to Council for approval. Utility rates 
are set through the budget process to fund municipal utility operations and related capital 
investment. Taxation revenues are not used to support municipal utility operations. Utilities 
Kingston has increased its annual contribution to utility capital reserve funds through utility rates 
over the past few years in order to reduce the reliance on debt for ongoing asset management 
investment. Utility operating budgets currently contribute approximately $30M annually to the 
utility capital reserve funds, for capital investment in water, wastewater and gas services. 

The City’s Debt Position 

Further information is provided below with respect to the City’s debt models and projected debt 
balances over the next fifteen years. The information illustrates that, in accordance with the 
1999 capitalization policy, debt capacity has been used to attain an increased level of capital 
investment. Debt balances are projected to increase over the next three to four years before 
starting to decline as we reach a point where we no longer require the use of debt capacity to 
supplement the pay-as-you-go funding approach. 
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A review of the debt funding approvals as recommended in more recent annual capital budgets 
illustrates a reduced reliance on debt funding. In the past, debt funding was used to finance not 
only growth related or large scale projects but also routine asset management costs to maintain 
and rehabilitate existing assets. As capital reserve funds have built up over time, the City has 
been able to increase its use of pay-as-you-go funding for asset replacement and renewal 
investments and limit debt funding for significant projects and growth related investments. 

This has been evidenced by the last four years of annual capital budget submissions which 
recommended the strategic use of debt funding for the following major projects only: Kingston 
East Community Centre $7.0M; Central Library Renovations $11.3M; Airport Expansion $10.0M 
and K&P Trail $3.0. 

The City of Kingston’s Audited Financial Statements at December 31, 2018 reported a total 
long-term debt balance of $366.7M of which $360.3M relates to debt issued by the City. Of the 
total debt, 37% is tax supported, 25% is repaid through user charges and 38% is repaid through 
utility rates. Debenture terms generally align with the useful life of the respective capital asset; 
the City’s outstanding debentures have varying maturities up to 2047. City of Kingston’s total 
debt outstanding per capita is approximately $2,850 (tax and ratepayer supported). 

2018  2017  

(In thousands of dollars)  
Long-term liabilities incurred by the City, 
with varying maturities up to 2047 and a weighted average 
interest rate of 4.0% $  360,376  $  375,759  
Long-term liabilities incurred by Kingston &  Frontenac Housing  
Corporation, with an i nterest rate of 5.4%, 3.6% and 3.0%,   
maturing  2028, 2032 and 2036  6,008  6,237  
Long-term liabilities incurred by Town Homes  Kingston,   
with interest rates ranging from 2.1%  to 6.5% and varying  
maturities  up to 2028  13,374  14,361  
Proportionate share of KFLA Public Health  long-term debt,  
with a current interest rate of  6.1%, maturing in 2029  3,061  3,270  
Total long-term liabilities  $  382,819  $  399,627  
Less long-term borrowings  from own funds  (16,104)  (17,095)  
Long-term liabilities to be recovered from  
future revenues  $  366,715  $  382,532  

The outstanding debt balance includes debt issued for municipal as well as water and 
wastewater infrastructure. The following provides a breakdown of the City’s outstanding debt 
balance of $360.3M by source of repayment. 
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Repayment source 
Outstanding Debt at

December 31, 2018 ($M) 
Repayment
Source (%) 

Tax Supported $ 132.0 37% 

Utility Rates 137.4 38% 

User Charges 90.9 25% 

Total Debt Issued at December 31, 2018 $ 360.3 100% 

The audited financial statements also provide information on the principal payments due on the 
total long-term liabilities by source of repayment as follows: 

(In thousands of $) 
2019 2020 2021 2022 2023 2024+ Total 

Tax sources $ 7,364 $ 7,612 $ 7,870 $ 8,082 $ 8,303 $ 92,826 $ 132,057 
Utility user fees 4,620 4,773 4,935 5,103 5,278 112,685 137,394 
Other user fees 2,643 2,769 2,902 3,040 3,188 76,383 90,925 
Public Health 224 239 255 272 291 1,780 3,061 
Town Homes 1,089 1,132 1,178 1,225 1,006 7,744 13,374 
Housing Corp 239 250 262 275 288 4,694 6,008 

$ 16,179  $16,775  $17,402 $ 17,997 $18,354 $296,112 $  382,819  

Debt Approved and Not Yet Issued 

At December 31, 2018, there was $193.6M of debt previously approved by Council but not yet 
issued. Several large projects make up the majority of the outstanding amount including: 
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Project 

Balance Approved
Not Yet Issued 
December 31, 2018 ($M) 

Cataraqui Bay Wastewater Treatment Facility $ 78.0 

Third Crossing (Municipal and Development Charges) 30.0 

John Counter Boulevard Widening 15.6 

Central Library Renovations 12.1 

Rideau Heights Community Centre 10.5 

Airport Expansion 10.0 

Fleet Maintenance Garage 9.5 

Kingston East Community Centre 6.0 

Other 21.9 

Total Debt Approved Not Yet Issued December 31, 2018 $ 193.6 

The balance of debt approved but not yet issued will be strategically issued over the next three 
or four years as projects are complete to ensure that total outstanding debt balances remain 
within a self-imposed maximum capacity level as discussed further below. 

Debt Models 

The City’s financial capacity and financing models reflect the capital and financing requirements 
for capital asset reinvestment strategies as well as new capital asset investments as provided 
for in the 15 year capital plans. Debt models are updated annually to reflect the 15-year capital 
plans. 

Capital expenditures are financed primarily through the City’s capital reserve funds, using a pay-
as-you-go method whereby funds are withdrawn from the reserve funds to pay for the capital 
costs or through the issuance of debt whereby funds are borrowed to pay for the capital costs 
and the capital reserve funds are utilized to pay debt principal and interest charges. The 
continuation of the 1% annual increase for capital infrastructure purposes, as endorsed by 
Council, is incorporated in the capital funding models until annual capital investments are at a 
sustainable level based on the existing capital asset portfolio at which time strategies for 
reducing the incremental levy can be considered. 

The graph  below illustrates the City’s debt models. The vertical bars depict the level of debt over  
time based on the cash flow analysis of the approved and future planned debt financing for the 
capital expenditure requirements over the 15 year projection period. The graph includes a line 
that reflects the provincial ceiling indexed at the rate of 2% to which the City could borrow and 
still be within its  provincial  debt capacity level. However,  Council has endorsed the City  
Treasurer’s recommendation to remain substantially below  the provincial ceiling using a self-
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imposed maximum capacity level in 2019 of $460M, escalated at 2% for future years in line with 
projected inflation. This self-imposed maximum considers cash flow requirements and reflects 
the City’s ability to manage debt. Standard and Poor’s rating methodology is also considered in 
order to maintain a preferred credit rating. Staff continue to update capital plans and reprioritize 
projects and scheduling in order to manage financial capacity and debt balances. 

This graph depicts the estimated debt levels over the next 15 years based upon the 2019 capital 
budget forecasts. As discussed above, the graph shows that over time the reliance of debt will 
decrease for the municipality. It also demonstrates that debt levels are significantly lower than 
the restrictions imposed by the Provincial government. 

The graph shows that the level of debt only marginally exceeds the desired levels in 2022; 
however, it is projected to correct itself and thereafter will be well below the parameter ceiling. 
Conservative assumptions have been used in projecting future debt and it is likely that the 
actual timing of projects will provide further opportunity to defer the timing of debt issuance in 
order to remain well below accepted levels. 

The debt model illustrates, 20 years after  the implementation of the City’s capitalization policy in 
1999, the success of  Council’s objectives.  Not only has the City used debt  capacity to increase  
the necessary level of  capital  investment, it is projecting reduced debt  levels  into the future in 
conjunction with an  increased pay-as-you-go funding  strategy. The graph illustrates that the  
responsible use of debt in the short  term will  be replaced with increased reliance on a pay-as-
you-go strategy  in the longer  term.  

Projected Debt Balances 
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Debt Servicing Costs 

Debt financing of capital expenditures is repaid through annual debt charges for the term of the 
debenture. Debt servicing cost is the amount of principal and interest that a municipality must 
pay each year to repay the debt and related interest. The City’s debt servicing costs are funded 
by capital reserve funds, using up some of the funding capacity available to fund pay-as-you-go 
capital expenditures. In 2018, the City paid approximately $30M in total debt charges including 
principal and interest payments, on both municipal and utility debt. 

As discussed above, the Province imposes limits in the form of a financial indicator that 
measures the proportion of current fund expenditures required for debt charges, based on an 
acceptable percentage of operating revenues. That limit is calculated based on the overall 
guideline that no more than 25% of own source revenues (defined as annual operating 
revenues excluding certain revenues such as government grants and transfers from reserves 
and reserve funds). 

The City’s 2018 annual debt service costs as a proportion of own source revenues was 7.4%, 
well below the Provincial threshold of 25% of own source revenues. Own source revenues are 
made up of taxation revenues and revenues internally generated from programs and services; 
government grants and transfers from reserves and reserve funds are excluded from own 
source revenues. The City’s debt policy currently provides for a maximum debt repayment limit 
of 10%. 

Standard & Poor’s Credit Rating 

A credit rating is an unbiased, informed opinion about an issuer’s likelihood to meet its financial 
obligations in full and on time. Credit ratings provide transparent third-party information that’s 
not only forward-looking, but standardized for consistency. They serve as a universal 
benchmark to assess and demonstrate creditworthiness and while they are not a guarantee or 
absolute measure, they are a crucial tool for investors in the decision-making process. 

Credit ratings are issued by an independent credit rating agency using a combination of 
qualitative and quantitative methods to determine the overall rating. Every year Standard and 
Poor’s performs a comprehensive review of the City’s financial records and policies. This review 
considers a broad range of factors in evaluating the creditworthiness of a municipality: 

• Strength and stability of the economy – including development activity, demographic 
trends and assessment base 

• Management and governance – including Council priorities, senior staff composition 
and financial policies 

• Budgetary performance – including operating budgets and assumptions, capital 
expenditure and funding plans, tax and revenue capacity 
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• Debt balances – including debt issuance projections and long term debt forecasts 

• Liquidity – including cash and investment balances 

As a result of the rating review, Standard and Poor’s releases a credit rating and outlook 
assessment. The following is an excerpt from Standard and Poor’s rating definitions: 

Rating Definition 
AAA Investment Grade: Extremely strong capacity to meet financial commitments 

AA Investment Grade: Very strong capacity to meet financial commitments 

A Investment Grade: Strong capacity to meet financial commitments, but somewhat 
susceptible to economic conditions and changes in circumstances 

BBB Investment Grade: Adequate capacity to meet financial commitments, but more 
subject to adverse economic conditions 

BB Speculative Grade : Less vulnerable in the near-term but faces major ongoing 
uncertainties to adverse business, financial and economic conditions 

B Speculative Grade : More vulnerable to adverse business, financial and economic 
conditions but currently has the capacity to meet financial commitments 

Below B Speculative Grade : Various levels of vulnerability, dependent on economic 
conditions, default likely 

Standard and Poor’s recently released their 2019 Research Update Report which affirmed the 
City’s ‘AA’  credit rating with a stable outlook. The report commented on t he City’s local economy  
–  its positive demographic trends, the role tourism plays and the recently made gains in the food 
processing industry.  It  also gave  credit to the City’s financial management strategies, prudent  
debt and liquidity policies, manageable debt levels and a strong political consensus in setting 
strategic priorities and  approving budgets that are built  on realistic  assumptions.  

The credit rating process is an important validation of our fiscal strategies and approach. As 
discussed above, the City implemented a long term fiscal plan in 1999, using debt capacity to 
fund increased capital investment until such time as increased capital reserve fund contributions 
would support a pay-as-you-go strategy. It is important to note that the long-term fiscal plan was 
accompanied by a credit rating that continued to climb, confirming the rating agency’s 
confidence in the City’s long-term fiscal approach. The table below summarizes the annual 
credit ratings issued by S&P back to 2001. Exhibit ‘A’ provides further comparator analysis of 
municipal credit ratings. The Credit Rating Highlights document is regularly published by CIBC 
and provides a summary of current credit ratings for all three levels of government. 
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Year of 
review Credit Rating 

2019 AA / stable outlook 

2018 AA / stable outlook 

2017 AA / stable outlook 

2016 AA / stable outlook 

2015 AA / stable outlook 

2014 AA / stable outlook 

2013 AA / stable outlook 

2012 
Upgraded to AA / stable 
outlook 

2011 
Upgraded to AA-/positive 
outlook 

2010 
Upgraded to AA- / stable 
outlook 

Year of  
review  Credit Rating  

2009  

No 2009 release, due to 
change timing of annual  
review  

2008  A+ with a positive outlook  

2007  
Upgraded to A+ with a 
positive outlook  

2006  A+ with a stable outlook    

2005  A+ with a stable outlook    

2004  A+ with a stable outlook    

2003  A+ with a stable outlook    

2002  A+ with a stable outlook    

2001  A with a stable outlook  

Debt Reduction Strategies 

The majority of the City’s long term borrowing is done through Infrastructure Ontario, a Crown 
Agency of the Province of Ontario which supports the renewal of public sector infrastructure by 
delivering affordable long-term loans to municipalities and other public sector clients. Rates 
available through Infrastructure Ontario have generally been more competitive than local lending 
institutions or private debenture issues and the issuing process is streamlined and efficient. 
Rates are fixed for the term of the debenture providing stable cash flow requirements and 
eliminating the risk of volatility in interest rates. 

Prepayment of debt 

Prepayment of an issued debenture with Infrastructure Ontario is discouraged. Similar to other 
borrowing instruments, agreements with Infrastructure Ontario include penalty clauses for 
breaking any of the terms. Once the loan is locked in with Infrastructure Ontario, debentures are 
issued in the market and purchased by investors to match the length of the loan term. If the 
debenture was to be broken and the loan paid down, a breakage fee would be issued by the 
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market as the debenture would have to be re-set/re-structured. The fee could be significant 
depending factors such as current market conditions, the loan amount, how many years are left 
in the term and the effective interest rate. 

There are number of other debt reduction strategies that contribute to the management of debt 
funding levels. 

Pay-as-you-go funding 

Where possible, pay-as-you-go-funding is the preferred funding option for capital asset 
replacement and renewal investment. Where debt funding has been approved, subsequent 
changes in financial resources can provide an opportunity, as part of the capital project close 
out process, to switch out previously approved debt funding for funding from capital reserve 
funds. Funding changes would be recommended to Council for approval as part of the quarterly 
capital status reports. 

Project prioritization 

Capital plans are impacted by changing priorities, which can require Council and staff to 
reprioritize projects and scheduling in order to address related financial and resource capacity. 
Project prioritization considers debt funding requirements and can provide an opportunity to 
defer or reduce the need for debt. 

Capital project surpluses 

When a completed capital project has come in under budget, final funding reconciliations will, 
where possible, reduce debt funding rather than pay-as-you-go funding to recognize the surplus 
position. Funding changes would be recommended to Council for approval as part of the 
quarterly capital status reports. 

Accelerated repayment terms 

While debenture terms normally align with the useful life of an asset, considerations such as 
cash flow availability may provide opportunity to accelerate repayment terms. 

Debt Funded Project Dashboard 

The following table provides information at the project level of a sample of major capital projects 
with debt funding by year of issuance, details of debenture terms and outstanding debt balances 
at December 31, 2018. The information illustrates the drawdown of debt over time by project as 
well as the historical trend of interest rates. 

While spending and close out details are provided at a project level when the project is complete 
and reported out to Council as part of the quarterly capital project status reports, debt is issued 
and managed at a consolidated level, with debentures often issued for a number of different 
projects. 
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For the sample of projects below, we have combined the project and debenture information. We 
have also referenced the respective capital project close out report which provides further detail 
on the project’s total cost, budget variance and non-debt funding sources upon closing. For 
larger projects, staff will review opportunities to expand project information as part of the capital 
close out report to include a broader summary of the project details including budget to actual 
results, sources of funding and debenture terms, where applicable. 

Project 

Council 
Report Close 

Out 
Approved 

Total Budget 
Final Total 

Cost 
Total Debt 

Issued Debt Funding 
Year of 

Issuance 

Debt 
Term 

(Years) 
Interest 

Rate 
Debt 

Maturity 

December 31, 
2018 

Outstanding 
External Debt 

Point Pleasant Water Facility N/A 62,190,788 62,075,495 11,800,000  Utilities 2017 30 3.41% 2047 11,569,117 

26,500,000  Impost 2017 30 3.41% 2047 25,981,491 

Artillery Park 16-106 14,047,618 14,050,104 10,946,618  Municipal 2017 25 3.34% 2042 10,660,600 

Calvin Park Library 10-307 5,300,000 5,303,862 3,000,000  Municipal 2012 25 3.79% 2037 2,220,000 

Invista Centre 09-239 33,607,750 32,593,482 30,842,757  Municipal 2009 30 5.27% 2039 26,578,668 

Grand Theatre 09-239 17,252,400 11,727,400 6,727,400 Municipal 2009 30 5.27% 2039 5,659,535 

5,000,000 Municipal 2005 25 4.96% 2030 3,180,119 

Police Building 09-102 37,080,000 37,136,718 9,641,718  Municipal 2009 30 5.27% 2039 8,111,254 

8,350,000  Municipal 2008 10 2.11% 2018 -

12,005,000  Municipal 2005 25 4.96% 2030 7,635,463 

Leon's Centre 09-239 46,500,100 45,133,892 25,500,000  Municipal 2007 30 5.39% 2039 21,375,575 

Market Square 09-239 6,185,000 6,117,949 845,000  Municipal 2005 25 5.03% 2030 537,440 

1,362,204  Municipal 2005 25 4.50% 2030 1,055,463 

500,000  Municipal 2005 10 4.50% 2015 -

Conclusion 

Debt is one of the traditional funding sources accessed by municipalities to help finance the cost 
of municipal infrastructure. The City’s capital investment and debt management strategies 
continue to reflect the philosophy of the corporation’s long-term fiscal plan approved by Council 
in 1999. Increased reliance on pay-as-you-go funding and reduced reliance on debt will continue 
to support an increasing and sustainable level of capital investment with responsible use of debt 
capacity in the short-term and appropriate use of debt in the long term. 

In accordance with debt policy, the following objectives will continue to influence the City’s 
capital financing and debt program: 

• Adhere to statutory requirements and self-imposed limits 
• Maintain a strong credit rating 
• Ensure long term financial flexibility 
• Limit financial risk exposure 
• Minimize long-term cost of financing 
• Maintain appropriate balance of capital reserve funds 
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• Align the term of financing with the useful life of the capital asset or related term of benefit 
• Be responsive and fair to both current and future taxpayers 

The City’s draft 2020 capital budget recommendations do not contemplate adding any new debt 
over the remaining term of Council. Over the same term, principal repayments of more than 
$15M will be made annually, reducing the total long-term debt balance by more than $60M. 

The continuation of the long-term capital planning strategies as outlined in this report will require 
the ongoing commitment of Council to support the objectives listed above and to prioritize 
capital investment in a manner that will address financial and resource capacity. 

Existing Policy/By-Law: 

Capital Policy 

Debt Policy  

Tangible Capital Asset Policy  

Capital budget by-laws for all years up to and including 2019 with capital budget amendments  
as approved by  Council.  

Notice Provisions: 

Not applicable 

Accessibility Considerations: 

Exhibit A to this report will be provided in an alternate format upon request. 

Financial Considerations: 

Not applicable 

Contacts: 

Desirée Kennedy, Chief Financial Officer and City Treasurer 613-546-4291 x2220 

Other City of Kingston Staff Consulted: 

Randy Murphy, Chief Financial Officer, Utilities Kingston 

Exhibits Attached: 

Exhibit A: CIBC Credit Rating Highlights 
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Exhibit 'A' to Information Report to Council Number 19-254 

Canadian Government Credit Ratings 
Macro  Strategy  
Government Credit  

August 22, 2019 

Maria Berlettano, CFA 
+1 416 594 8041 
maria.berlettano@cibc.com 

Tom Bognar, CFA 
+1 416 956 6032 
tom.bognar@cibc.com 

Credit Rating Highlights 
Our latest summary of Canadian public sector credit ratings/outlooks follows. We highlight 
changes since our last update on June 19, 2019. 

City of Edmonton’s long-term debt was downgraded to AA Stable from AA+ Negative 
by S&P (July 25, 2019): “The downgrade reflects Edmonton's significant capital spending 
plans and corresponding growth in debt over the next several years. Under our new criteria, 
our assessment of a government's debt burden is weighted more heavily in its individual 
credit profile than before. However, this criteria change, by itself, was not the prominent factor 
in our decision to lower the ratings. Edmonton recently approved the C$2.6bln total cost and 
funding strategy for the Valley Line West light rail transit (LRT) project. We understand the 
provincial and federal governments have committed about C$2bln in grants to fund 
construction, allowing the city to build a key piece of infrastructure without placing excessive 
stress on its credit profile. Still, Edmonton's own funding contribution of about C$600mln is 
significant, in our view, particularly given that the city is also funding the final construction 
stages of the Valley Line Southeast LRT, in addition to several other notable projects. Taken 
together, we expect these projects to lead to wider after-capital deficits in 2019 and 2020, 
with the associated borrowing requirements keeping Edmonton's tax-supported debt burden 
more in line with that of 'AA'-rated peers.” 

Province of Newfoundland and Labrador and City of St. John’s downgraded to A1 
Stable from Aa3 Negative by Moody’s (July 29, 2019): “The downgrade of the BCA to a3 
and long-term debt ratings to A1 reflects Newfoundland and Labrador's elevated debt and 
interest burdens and continued expectation of material consolidated deficits over the next 2 
years. The downgrade also reflects heightened credit risk stemming from the large debt level 
and weak financial metrics of Nalcor, the province's wholly owned utility, which raises the 
likelihood the province will need to provide financial support to, or assume debt service from, 
Nalcor.” St. John’s rating follows the province’s: “Moody's notes that fiscal pressures faced by 
the province, reflected in the provincial rating action, are not expected to impact the 
standalone creditworthiness of the city, which is reflected by the affirmation of the a1 BCA. 
The A1 rating reflects Moody's baseline credit assessment (BCA) of a1 for the City of St. 
John's as well as the assumption of a high level of extraordinary support from the Province of 
Newfoundland and Labrador (A1 stable) should St. John's face an acute liquidity stress.” 

County of Lambton rating raised to AA Stable from AA- Stable on application of 
revised criteria by S&P (August 1, 2019): “The upgrade reflects our application of the new 
criteria, under which we assign a smaller weighting to Lambton's relatively limited budget 
flexibility than before. Lambton continues to benefit from a track record of healthy and stable 
budgetary balances and a very low debt burden, well below 30% of operating revenues. It 
also demonstrates sound financial management practices, which support strong budget 
results. At the same time, we expect the county's economic growth will remain slower than its 
peers.” 

Province of Prince Edward Island upgraded to A Stable from A(low) Positive by DBRS 
(August 15, 2019): “The upgrades recognize the sustained improvement in the Province’s 
credit profile over the past five years. The Province has pursued pro-growth policies aimed at 
increasing the population, which have materially lifted economic activity and improved the 
longer-term economic outlook. The previous Liberal government undertook a significant multi-
year effort to balance the provincial budget, and as a result, the Province has presented 
either balanced or positive operating results in each of the past three years. Improved 
operating results and stronger economic growth have contributed to reduced borrowing 
requirements and a pronounced decline in the Province’s debt-to-gross domestic product 
(GDP) ratio.” 

mailto:tom.bognar@cibc.com
mailto:maria.berlettano@cibc.com
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City of Yellowknife’s outlook changed to Stable from Negative by Moody’s (August 16, 
2019): “The revised outlook to stable from negative reflects an improved forecast of financial 
metrics under the city's revised funding plan for key capital projects, resulting in lower debt 
accumulation than previously anticipated. Moody's now expects that Yellowknife's net debt 
will only rise modestly to around 60% of operating revenue by 2021 (from 50% in 2018) to 
finance the replacement of the city's aging water intake pipeline and its new aquatic center. 
Moody's revised expectations are primarily due to the city benefitting from federal funding 
support for the projects, including CAD25.8mln under the federal Disaster Mitigation and 
Adaptation Fund that is expected to cover 75% of the cost of the pipeline replacement.” 

Long-Term Credit Ratings 
Issuer DBRS Fitch Moody’s S&P 
Sovereign 
Canada, Government of AAA AAA Aaa AAA 
Federal Crown Corporations/Trusts 
Business Development Bank of Canada AAA – Aaa AAA 
Canada Housing Trust No.1 AAA – Aaa AAA 
Canada Mortgage & Housing Corp. AAA – Aaa AAA 
Canada Post Corp. AAA – Aaa – 
Canadian Wheat Board, The – – – – 
Export Development Canada AAA – Aaa AAA 
Farm Credit Canada AAA – Aaa AAA 
Muskrat Falls/Labrador Transmission Assets Fdg Trust/ 
Labrador Island Link Fdg Trust AAA – Aaa AAA 

Strait Crossing Finance Inc. – – Aaa – 
Other 
First Nations Finance Authority – – A2 A+ 
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Issuer DBRS Fitch Moody’s S&P 
Provincial and Provincially Guaranteed 
Alberta, Province of AA [Neg] AA Aa1 [Neg] A+ 
Alberta Treasury Branches (ATB Financial) – – Aa1 [Neg] – 
Alberta Capital Finance Authority (ACFA) AA [Neg] – Aa1 [Neg] A+ 
British Columbia, Province of AA(high) AAA Aaa AAA 
British Columbia Hydro & Power Authority AA(high) – Aaa AAA 
Manitoba, Province of A(high) – Aa2 A+ 
New Brunswick, Province of A(high) – Aa2 A+ 
New Brunswick Municipal Finance Corp. A(high) – Aa2 A+ 
Newfoundland & Labrador, Province of A(low) – A1 A 
Newfoundland & Labrador Hydro* A(low) – – A 
Newfoundland & Labrador Municipal Financing Corp. A(low) – – – 
Northwest Territories, Government of the – – Aa1 – 
Nova Scotia, Province of A(high) – Aa2 AA-
Nova Scotia Municipal Finance Corp. A(high) – – – 
Nunavut, Government of AA(low) -- -- --
Ontario, Province of AA(low) AA- Aa3 A+ 
Ontario Electricity Financial Corp. AA(low) – Aa3 A+ 
Prince Edward Island, Province of A – Aa2 A 
Québec, Province of A(high) [Pos] AA- Aa2 AA-
Financement-Québec* A(high) [Pos] AA- Aa2 AA-
Hydro-Québec* A(high) [Pos] AA- Aa2 AA-
Saskatchewan, Province of AA AA Aaa AA 
Yukon, Territory of – – – AA 

*Guaranteed Long-Term Debt 
Municipalities — Alberta 
Calgary, City of AA(high) – – AA+ 
Edmonton, City of – – – AA 
Municipalities — British Columbia 
Municipal Finance Authority of British Columbia – AAA Aaa AAA 
TransLink (South Coast British Columbia Transportation Authority) AA – Aa2 – 
Vancouver, City of – – Aaa AAA 
Municipalities — Manitoba 
Winnipeg, City of – – Aa2 AA 
Municipalities — Newfoundland & Labrador 
St. John’s, City of – – A1 A+ 
Municipalities — Northwest Territories 
Yellowknife, City of – – Aa2 – 
Municipalities — Ontario 
Barrie, City of – – – AA 
Belleville, City of – – – AA-
Brampton, City of – – – AAA 
Durham, Regional Municipality of – – Aaa AAA 
Essex, County of – – – AA+ 
Guelph, City of – – – AA+ 
Haldimand, County of – – – AA 
Halton, Regional Municipality of – – Aaa AAA 
Hamilton, City of – – – AA+ 
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 Issuer DBRS  Fitch   Moody’s  S&P 
Municipaliti   es — Ontari  o cont’d      
Kingston, City of   –  –  – AA 
Lambton, County of   _  _  _ AA 

 London, City of   –  –  Aaa  – 
Mississauga, Ci  ty of   –  –  – AAA 
Muskoka, District Municipali  ty of  –  –  Aa2  – 
Niagara, Regional Municipali  ty of  –  –  – AA 
Norfolk, County of   –  –  – AA- 
North Bay, City of   –  –  Aa2  – 
Ottawa, City of   –  –  Aaa  AA 
Oxford, County of   –  –  –  AA+ 
Peel, Regional Municipali  ty of  –  –  Aaa AAA 
Peterborough, City of   –  –  –  AA 
Sault Ste. Marie, City of   –  –  – AA- 
Simcoe, County of   –  –  – AA 

 Thunder Bay, City of   –  –  –  AA 
 Toronto, City of  AA  –  Aa1 AA 

Waterl  oo, Regional Municipali  ty of  –  –  Aaa  – 
Welli  ngton, County of   –  –  –  AA+ 
Windsor, City of   –  –  – AA 
York, Regional Municipality of   –  –  Aaa AA+ 
School  Boards/Infrastructure —  Ontario     
55 School Board Trust, The   –  –  Aa3   A+ 
Durham District School Board   –  –  –  A+ 
Ontario Infrastructure and Lands Corp. (OILC)   –  –  Aa3  – 
Ontario School Boards Financi  ng Corp. AA(l  ow)  –   A1   – 
Ottawa Catholi  c School Board   –  –  –  A+ 
Si  mcoe County District School Board   –  –  –  A+ 
Toronto Community Housing Corp.   –  –  – AA- 
York Region District School Board   –  –  –  A+ 
Municipaliti   es — Québec      
Laval, Vill  e de  –  –  – AA  
Montréal, Vill  e de A(high)   –  Aa2 AA- 
Québec, Vill   e de  –  –  Aa2  – 
Société de transport de Montréal  A(high)   –  Aa2 AA- 
Municipaliti   es — Saskatchewan      
Regina, City of   –  –  – AAA 
Saskatoon, City of   –  –  – AAA 

Source: CIBC Capital Markets - Macro Strategy, DBRS, Fitch, Moody’s, S&P 
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Short-Term Credit Ratings 

 Issuer DBRS  Fitch   Moody’s  S&P 
Sovereign      
Canada, Government of  R-1(high)   F1+ P-1  A-1+  
Federal Crown Corporations/Trusts      
Business Development Bank of Canada  R-1(high)   – P-1  A-1+  
Canada Mortgage & Housing Corp.  R-1(high)   – P-1  A-1+  
Canada Post Corp.   –  – P-1   – 

 Export Development Canada  R-1(high)   – P-1  A-1+  
Farm Credit Canada  R-1(high)   – P-1  A-1+  
Provincial and Provincially Guaranteed     
Alberta, Province of   R-1(high) [neg]   F1+ P-1  A-1+  
Alberta Treasury Branches (ATB Financi  al)  –  – P-1   – 
British Columbia, Province of  R-1(high)   F1+ P-1  A-1+  
British Columbia Hydro & Power Authori  ty R-1(high)   –  –  – 
Manitoba, Province of  R-1(mid)   – P-1  A-1  
New Brunswick, Province of  R-1(mid)   –  – A-1+  
New Brunswick Municipal Finance Corp.  R-1(mid)   –  –  – 

 Newfoundland & Labrador, Provi  nce of R-1(low)   –  – A-1  
 Newfoundland & Labrador Hydro  R-1(low)   –  – A-1  

Nova Scotia, Province of  R-1(mid)   –  – A-1+  
Nova Scotia Municipal Finance Corp.  R-1(mid)   –  –  – 
Ontario, Province of  R-1(mid)   F1+ P-1  A-1  
Prince Edward Island, Province of  R-1(low)   –  – A-1  
Québec, Province of  R-1(mid)   F1+ P-1  A-1+  
Financement-Québec  R-1(mid)   F1+ P-1  A-1+  
Hydro-Québec  R-1(mid)   F1+ P-1  A-1+  
Saskatchewan, Province of  R-1(high)   F1+  – A-1+  
Municipaliti   es — Alberta      

 Calgary, Ci  ty of R-1(high)   –  – A-1+  
Edmonton, City of   –  –  – A-1+  
Municipaliti   es — British Columbia      
Municipal Finance Authority of British Columbia   –  – P-1  A-1+  
TransLink (South Coast British Columbia Transportation Authority)  R-1(mid)   –  –  – 

 Vancouver, City of   –  –  – A-1+  
Municipaliti   es — Ontario      
Ottawa, City of   –  – P-1   – 

 Toronto, City of   –  – P-1  A-1+  
Municipaliti   es — Québec      
Montreal, Vill  e de  –  – P-1   – 
Société de transport de Montréal  R-1(low)   – P-1  A-1+  

Source: CIBC Capital Markets - Macro Strategy, DBRS, Fitch, Moody’s, S&P 
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CIBC Capital Markets 
Comprehensive Economic and Cross-Asset Strategic Coverage 

Macro Strategy  
www.cibcmacro.com  

Canadian Government Credit  
Maria Berlettano, CFA  
+1 416 594-8041  
maria.berlettano@cibc.com  

Tom Bognar, CFA  
+1 416 956-6032  
tom.bognar@cibc.com  

Energy Commodities  
& Foreign Exchange  
Joan Pinto  
+1 416 594-7268  
joan.pinto@cibc.com  

Economics  
https://economics.cibccm.com  

Economics  Team  
Avery  Shenfeld  
+1 416 594-7356  
avery.shenfeld@cibc.com  

Benjamin Tal  
+1 416 956-3698  
benjamin.tal@cibc.com  

Andrew Grantham  
+1 416 956-3219  
andrew.grantham@cibc.com  

Royce Mendes  
+1 416 594-7354  
royce.mendes@cibc.com  

Katherine Judge  
+1  416  956-6527  
katherine.judge@cibc.com  

Taylor Rochwerg  
+1  416  594-7355  
taylor.rochwerg@cibc.com  

FICC Strategy  
www.cibcmacro.com  

Rates  
Ian Pollick  
+1 416 594-7057  
ian.pollick@cibc.com  

Foreign Exchange  
Jeremy Stretch  
+44 0 207 234-7232  
jeremy.stretch@cibc.com  

Bipan Rai  
+1 416 594-7925  
bipan.rai@cibc.com  

Patrick Bennett  
+852 3907-6351  
patrick.bennett@cibc.com  

Foreign Exchange & R ates  
Sarah Ying  
+1 416 594-8302  
sarah.ying@cibc.com  

Canadian Corporate  
IG  Credit  
Adam Bulley  
+1 416 594-8510  
adam.bulley@cibc.com  

Growth Markets  
(LATAM  & Caribbean)  
Luis Hurtado  
+1 416 594-8284  
luis.hurtado@cibc.com  

Institutional Equity Research 

Equity Portfolio Strategy 
Ian de Verteuil  
+1 416 594-7462  
ian.deverteuil@cibc.com  

Shaz Merwat  
+1 416  956-6428  
shaz.merwat@cibc.com  

Energy Sector 
Jon Morrison  
+1  403 216-3400  
jon.morrison@cibc.com  

See separate disclaimer.   
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Disclaimer 

MACRO STRATEGY 

This communication, including any  attachment(s), is confidential and has  been prepared by the Macro Strategy Team and may include contributions from  CIBC Economics,  
CIBC Capital  Markets Desk Strategists  and the Research Department  within the Global  Markets  Group at CIBC Capital  Markets.  
CIBC  Capital  Markets  is  a  trademark  brand name under  which different  legal  entities  provide different  services.  Products  and/or  services  offered through CIBC  Capital  
Markets include products and/or services offered by the Canadian Imperial Bank of Commerce and various of its subsidiaries. Services offered by the Canadian Imperial Bank  
of  Commerce  include corporate lending services,  foreign exchange,  money  market  instruments,  structured  notes,  interest  rate  products  and  OTC  derivatives.  CIBC’s Foreign 
Exchange Disclosure Statement relating to guidelines contained in the FX  Global Code  can be found at  www.cibccm.com/fxdisclosure.  Other products and services, such as  
exchange-traded equity and equity  options, fixed income securities and futures execution of Canadian securities are offered through directly or indirectly  held by CIBC  World 
Markets  Inc. or other CIBC subsidiaries as indicated below.  
The contents of  this communication are based on  macro and  issuer-specific  analysis, issuer  news, market events  and general institutional  desk  discussion. The author(s) of  
this  communication is  not  a Research Analyst  and this  communication is  not  the product  of  any  CIBC  World Markets  Inc.  Research Department  nor  should it  be construed as  
a Research Report.  The author(s)  of  this  communication is  not  a  person or  company  with actual,  implied or  apparent  authority  to act  on  behalf  of  any  issuer  mentioned in the  
communication.  The commentary  and any  attachments  (other  than  any  attached  CIBC  World Markets  Inc.  branded  Research Reports)  and  opinions  expressed herein are 
solely those of the individual  author(s), except  where the author expressly states them to be the opinions of CIBC  World Markets  Inc. The author(s) may  provide short-term  
trading views  or ideas on issuers, securities, commodities, currencies or other financial instruments but investors should not expect continuing analysis, views or discussion  
relating to the securities, securities,  commodities,  currencies  or  other financial  instruments  discussed herein.  Any information provided herein is not intended to represent an 
adequate basis  for investors to make an informed investment decision and is subject to change without notice. CIBC  World Markets  Inc., Canadian Imperial Bank of  
Commerce  or  its  affiliates  may,  currently  or  at  any  time in  the future,  engage in these  trading strategies  or  hold positions  in these issuers,  securities,  commodities,  currencies  
or  other financial instruments  discussed in this communication and may abandon such trading strategies or unwind such positions at any time without  notice.  
The contents  of this message are tailored for particular client  needs and accordingly, this message is intended for the specific recipient only. Any dissemination,  re-distribution 
or  other  use of  this message or the market commentary  contained herein by any recipient is unauthorized.  If  you are not the intended recipient, please reply to this e-mail and  
delete this communication and any  copies  without forwarding them.  
This report  does not take into account the investment objectives, financial situation or specific needs  of any  particular client of CIBC. Before making  an investment decision on  
the basis of  any information contained in this  report, the recipient should consider  whether such information is  appropriate given the recipient’s particular investment needs,  
objectives and financial  circumstances. CIBC suggests  that,  prior to acting on any information contained herein,  you contact one of our  client advisers in your jurisdiction to  
discuss  your particular circumstances.  Since the levels and bases of taxation can change, any reference in this report to the  impact  of taxation should not be construed as  
offering tax advice; as  with any transaction having potential tax  implications, clients should consult  with their  own tax  advisors. Past  performance is  not a guarantee of future  
results.  The information and any  statistical  data contained herein were obtained from  sources  that  we believe to be reliable,  but  we do not  represent  that  they  are accurate or  
complete,  and they  should not be relied upon  as  such.  All estimates and opinions  expressed herein  constitute  judgments  as  of  the date of  this  report  and are  subject  to  
change  without notice. T his  report may provide addresses  of,  or  contain hyperlinks to,  Internet  web sites. CIBC  has not reviewed the linked  Internet  web site  of  any  third party  
and takes  no responsibility for the contents thereof.  Each such address or hyperlink is provided solely for  the recipient’s  convenience and information, and the content of  
linked third-party  web sites is  not in any  way incorporated into this  document.  Recipients  who choose to access such third-party  web sites or  follow such hyperlinks  do so at  
their own risk.  
Distribution in Hong Kong: This communication has been approved and is issued in Hong Kong by Canadian Imperial Bank of Commerce, Hong Kong Branch, a registered 
institution under  the Securities  and Futures  Ordinance (the “SFO”) to “professional investors”  as  defined in clauses (a) to (h) of the definition thereof  set  out in Schedule 1 of  
the SFO. Any  recipient in Hong Kong who has any questions or requires further information on any matter  arising from or relating to this communication should contact  
Canadian Imperial Bank of Commerce,  Hong Kong Branch at Suite 3602,  Cheung Kong Centre, 2 Queen’s Road Central,  Hong Kong (telephone number:  +852 2841 6111).  
Distribution in Singapore: This communication is intended solely for distribution to accredited investors, expert investors  and institutional investors  (each,  an “eligible  
recipients”). Eligible recipients should contact  Danny Tan at Canadian  Imperial Bank of Commerce, Singapore Branch a t 16 Collyer Quay  #04-02 Singapore 049318  
(telephone number +  65-6423 38 06)  in respect  of any  matter arising from or  in connection with this report.  
Distribution in J apan:  This communication is distributed in Japan b y CIBC  World Markets (Japan) Inc.  
Distribution in Australia: Communications concerning derivatives and foreign exchange contracts are distributed in Australia to “professional investors”  within the meaning of  
the Corporations Act 2001 by CIBC  World Markets  Inc. Communications concerning securities are distributed in Australia by CIBC Australia Ltd (License no. 240603; ACN  
000 067 256) to CIBC Capital  Markets  clients.  
CIBC  World Markets  Inc.  is a member  of the Canadian Investor  Protection Fund and the Investment  Industry  Regulatory Organization of  Canada.  In the United States, CIBC  
World Markets  Corp.  is  a member  of  the Financial  Industry  Regulatory  Authority  and the Securities  Investor  Protection Fund.  CIBC  World Markets  plc  is  authorized by  the  
Prudential  Regulation Authority  and regulated by  the Financial  Conduct  Authority  and Prudential  Regulation Authority.  Canadian Imperial  Bank  of  Commerce,  Sydney  Branch 
(ABN: 33 608 235 847), is an authorized foreign bank branch regulated by the Australian Prudential  Regulation Authority (APRA). CIBC Australia Ltd (AFSL No: 240603) is  
regulated by the Australian Securities  and Investment Commission (“ASIC”).  CIBC  World Markets (Japan)  Inc. is a member of the  Japanese Securities Dealer Association.  
Canadian Imperial Bank of Commerce, Hong Kong Branch, is a registered institution under the Securities  and Futures  Ordinance, Cap 571. Canadian Imperial Bank of  
Commerce, Singapore Branch, is  an offshore bank licensed and regulated by the Monetary Authority of Singapore.  
Unauthorized use,  distribution, duplication or  disclosure without the prior  written permission of CIBC  World Markets  Inc. is prohibited and may  result in prosecution.  
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