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Honourable Tom Osborne 
Minister of Finance 
Government of Newfoundland and Labrador 
Confederation Building 
St. John’s, NL 
A1B 4J6 
 
Dear Minister Osborne: 
 
In accordance with Section 13 of the Municipal Financing Corporation Act, section 9 of 
the Transparency and Accountability Act and on behalf of the Board of Directors, it is 
my pleasure to submit the annual report of the Newfoundland and Labrador Municipal 
Financing Corporation (NMFC) summarizing the Corporation’s activities for the fiscal 
year ended March 31, 2017. 
 
NMFC was established to consolidate the long-term borrowing programs of all 
municipalities in one central Crown agency. The proceeds of these borrowings were 
then used to provide long-term financing to meet the capital requirements of 
municipalities. In 2005-06, Government financing of its portion of municipal capital 
projects through NMFC was ceased as most municipalities financed their share 
independently through financial institutions. Consequently, NMFC is in the process of 
winding up its operations. This report outlines the progress made in 2016-17 on the 
collection of outstanding receivables and payment of outstanding debenture debt. 
 
The Board of Directors has approved the financial statements and other information 
contained in this annual report, and the Board is accountable for the results reported 
herein. 
 
Sincerely, 
 

 
 
 
Donna Brewer 
Chair of the Board 
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1.0 OVERVIEW 
 
The Newfoundland and Labrador Municipal Financing Corporation (“NMFC”) was 
established in 1964 and operates pursuant to the provisions of the Municipal 
Financing Corporation Act. NMFC operates with a March 31 fiscal year end and the 
results of its activities are fully consolidated in the Province’s annual financial 
statements. 
 
The NMFC was established to consolidate the long-term borrowing programs of all 
municipalities in one central Crown agency. The proceeds of these borrowings were 
then used to provide long-term financing to meet the capital requirements of 
municipalities. As most municipal projects were cost shared with the Province, the 
financing provided was recovered partially from the municipality with the balance, 
representing the Province’s share, paid by the Department of Municipal Affairs and 
Environment (“MAE”). 
 
1.1 Mandate 
However, NMFC’s mandate and role evolved over time to a situation whereby most 
municipalities were capable of financing their capital programs independently 
through financial institutions, primarily banks. The NMFC continued to borrow to 
provide financing for the Provincial share of capital projects for a period of time but, 
in 2005-06, this practice ceased and funding requirements were instead provided 
directly through annual budgetary allocations. Consequently, the NMFC 
discontinued its capital markets borrowing program and will wind-up operations 
when it collects its outstanding loans receivable and repays its outstanding 
debenture debt.  
   
1.2 Board Membership 
The affairs of NMFC are overseen by a Board of Directors appointed by the 
Lieutenant Governor in Council. All Board members are employees of the Province 
with the position of Chair held by the Deputy Minister of Finance. The Board meets 
at least annually to approve its Annual Financial Statements and Annual Report, 
both of which are then tabled in the House of Assembly by the Minister of Finance. 
The members of the Board as of March 31, 2017 and their positions were as follows: 
 
Ms. Donna Brewer (Chair) 
Deputy Minister of Finance 

Mr. Ted Lomond 
Deputy Minister of Tourism, Culture, Industry 
and Innovation 

Ms. Maureen McCarthy (Secretary)  
Director of Pensions and Debt 
Management Division  
Department of Finance 

 
Ms. Denise Hanrahan 
Assistant Deputy Minister 
Financial Planning and Benefits Administration  
Department of Finance 

Mr. Thomas Skinner 
Manager of Capital Markets and Financial     
Assistance Programs 
Pensions and Debt Management Division 
Department of Finance 

 
Mr. Jamie Chippett 
Deputy Minister of Municipal Affairs and 
Environment 
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1.3 Sources of Funding 
The NMFC has traditionally been self-supporting from a funding perspective, 
primarily through matching the terms of its borrowing program to the lending 
program for municipal capital works projects. The NMFC has independent banking 
arrangements, including facilities to provide short-term financing of cash flow 
deficiencies and investment of temporary cash surpluses. The Corporation’s day-to-
day affairs are managed by employees of the Department of Finance and the NMFC 
is billed quarterly by the Province for reimbursement of these expenses on a cost 
recovery basis. 
 
1.4 Operational Information 
NMFC has no direct employees as the day-to-day affairs are administered by 
employees of the Department of Finance. On a quarterly basis, the Province 
invoices NMFC for its share of the salary costs of the employees who are involved in 
its administration.  Contact information is as follows: 
  
Mailing Address:    Office Location: 
 
Newfoundland and Labrador    Pensions and Debt Management Division 
Municipal Financing Corporation  Department of Finance 
c/o Department of Finance   Confederation Building 
Confederation Building   East Block, Main Floor 
East Block, Main Floor   Telephone: (709) 729-6684 
P. O. Box 8700    Fax: (709) 729-2070 
St. John’s, NL  A1B 4J6 
 
The 2017-2020 Activity Plan as well as previous annual reports are available online 
at www.fin.gov.nl.ca. 
 
2.0 HIGHLIGHTS AND PARTNERSHIPS 
 
An important issue for the Corporation, and the Province as guarantor of the 
Corporation’s debenture debt, is the level of municipal loan arrears. Loan arrears at 
March 31, 2017 amounted to $2.4 million (2016 - $2.5 million). Historically, the 
Corporation collected a significant amount of arrears through the interception of 
municipal operating grants and from allocations from a Reserve Fund established 
with the Corporation and funded by the Province to assist towns most in need.     
 
During 2009-10, the Corporation reached an agreement with MAE on a strategy to 
reduce and ultimately eliminate arrears on municipal loans. As part of this 
agreement, MAE negotiates repayment arrangements with communities in arrears 
and provides the Corporation with periodic direction on the application of the 
Reserve Fund to individual accounts in arrears. 
 

http://www.fin.gov.nl.ca/
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During 2016-17, $21,000 in late fees relating to three municipalities was allocated 
from the Reserve Fund and applied to their arrears, leaving a balance in the Fund of 
$4.13 million.  
 
The Provincial Government has decided that the Corporation will no longer be used 
as a vehicle to finance the Province’s share of the cost of municipal capital projects.  
Since most of the Province’s municipalities already arrange long-term financing from 
banks and other financial institutions, the Corporation is in the process of winding up 
operations as it collects the loan portfolio and retires its debenture debt and this 
process continued during the fiscal year. 
 
Collection of outstanding loans receivable in 2016-17 amounted to $7.0 million as 
the Corporation’s loan portfolio was reduced from $16.6 million to $9.6 million.  
During the same period, outstanding accounts receivable, consisting of arrears on 
loan payments, decreased from $2.5 million to $2.4 million. 
 
The net debenture debt of the Corporation decreased from $12.4 million to $6.7 
million due to loan repayments of $5.7 million during the year. 
 
Finally, on March 29, 2017, NMFC paid $3.0 million to the Province of Newfoundland 
and Labrador, which represented excess funds held by NMFC that were returned to 
the Province. There is an expectation that NMFC will continue to have positive cash 
flow until it winds up operations as it collects its outstanding loans receivable and 
repays its outstanding debenture debt. Approval was given by the Board of Directors 
of NMFC in March, 2017, that NMFC would pay this dividend on or before the fiscal 
year end. 
 
3.0 REPORT ON PERFORMANCE  
 
NMFC discontinued its capital markets borrowing program several years ago with 
any subsequent municipal requirements to be met through the annual budgetary 
process. Consequently, NMFC is currently in the process of gradually winding down 
its operations through the collection of its outstanding loans receivable and 
retirement of its remaining debenture debt as it matures. This activity was the focus 
of NMFC’s 2014-17 Activity Plan. As detailed below, NMFC has met its collection 
and repayment priorities for 2016-17. 
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Objective: 
By March 31, 2017, NMFC will have executed the collection of loans receivable and 
payment of debenture debt in accordance with the schedule of planned payments 
and collections for the fiscal year 2016-17. 
 

Objective for Fiscal 
Year 

Debt Maturities 
($ thousands) 

Loan 
Collections 

($ thousands) 
2016-17 $5,666 $6,980 

 
Indicators (amounts in thousands): 
 Net outstanding loans to municipalities reduced by $6,980. 
 Net outstanding debenture debt reduced by $5,666. 
 
Results of 2016-17 Objective (amounts in thousands): 
 Net outstanding loans to municipalities reduced by $6,980. 
 Net outstanding debenture debt reduced by $5,666. 

 
The 2016-17 objective of reducing net balances of outstanding loans receivable and 
debenture debt payable have been met. 
 
4.0 OPPORTUNITIES AND CHALLENGES 
 
The primary opportunity for the upcoming year will be the continuing implementation 
of the strategy agreed to with MAE in 2009-10 to address outstanding municipal 
arrears as detailed in the Highlights and Partnerships section of this document. 
 
5.0 FINANCIAL STATEMENTS 
 
Management’s Responsibility for Financial Statements 
 
The financial statements of the Newfoundland and Labrador Municipal Financing 
Corporation are the responsibility of management and have been prepared in 
accordance with Canadian public sector accounting principles. The financial 
information presented elsewhere in the Annual Report is consistent with the financial 
statements and the underlying information from which the financial statements were 
prepared. 
 
The Auditor General of Newfoundland and Labrador, appointed as the external 
auditor under the Municipal Financing Corporation Act, performed an audit on the 
financial statements in accordance with Canadian generally accepted auditing 
standards. The Auditor’s Report attached to the financial statements outlines the 
scope of the examination and contains the Auditor General’s opinion on the 
Corporation’s financial statements.  
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