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September 4, 2014 

 

 

Honourable Charlene Johnson 

Minister of Finance 

Government of Newfoundland and Labrador 

Confederation Building 

St. John’s, NL 

A1B 4J6 

 

Dear Minister Johnson: 

 

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, 2014. 

 

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 decided to no longer finance its portion of municipal capital 

projects through NMFC as most municipalities finance their share independently through 

financial institutions.  Consequently, NMFC is in the process of winding up its 

operations.  This report outlines the progress made in 2013-14 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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CORPORATE OVERVIEW 

 

Authority 

 

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. 

 

Purpose 

 

The Corporation was established to consolidate the long-term borrowing programs of all 

municipalities in one central Crown agency. 

 

Board Representation and Accountability 

 

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 no less often than annually 

and approves 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 at 

March 31 and their positions were as follows: 

 

Ms. Donna Brewer (Chair)   Mr. Alastair O’Rielly 

Deputy Minister of Finance   Deputy Minister of Innovation, Business and  

      Rural Development  

 

Ms. Colleen Janes    Mr. Peter Au 

Deputy Minister of Municipal Affairs Assistant Deputy Minister of Taxation and  

      Taxation and Fiscal policy Branch 

      Department of Finance 

Mr. Paul Myrden (Secretary)    

Director of Debt Management    

Department of Finance 
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Operational and Corporate 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     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)-729-6686 

P. O. Box 8700    Fax: (709) 729-2070 

St. John’s, NL 

A1B 4J6       

 

 

Departmental Website: 

 

www.gov.nl.ca/fin 

 

http://www.gov.nl.ca/fin
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SHARED COMMITMENTS 

 

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, 2014 

amounted to $3.0 million (2013 - $3.3 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.  Subject to the approval of the Minister of Finance, the 

Fund was periodically allocated as the Department of Municipal and Intergovernmental 

Affairs (MIA) completed negotiations with town councils to determine the eligible levels of 

financial assistance towards arrears. 

   

Given that NMFC is no longer borrowing and lending the proceeds to municipalities, it does 

not have sufficient leverage with individual municipalities that can be used to collect 

outstanding amounts receivable.  Consequently, the Corporation is reliant on MIA to take the 

necessary action to address outstanding arrears.   

 

During the 2009-10 year, the Corporation reached an agreement with MIA on a strategy to 

reduce and ultimately eliminate arrears on municipal loans.  The components of this strategy 

were as follows: 

 

 MIA would make a lump sum payment of $4 million to the Corporation.  This was 

received in November 2009. 

 

 This $4 million would be combined with existing Debt Relief funding of $1.77 

million for a total of $5.77 million available to be applied against arrears. 

 

 The Corporation would discontinue the application of late fees on accounts in arrears 

effective November 1, 2009. 

 

 MIA would negotiate repayment arrangements with communities in arrears and 

provide the Corporation with periodic direction on the application of the $5.77 

million to individual accounts in arrears. 

 

 MIA would monitor active loan payments and implement additional collection efforts 

as required. 

 

In addition to the agreed payment of $4 million, a further $1 million was paid by MIA to the 

Corporation in March, 2010 for future application against arrears bringing the total available 

to $6.77 million. 

 

From April 1, 2010 to March 31, 2013, a total of $2.52 million was allocated from the 

Reserve Fund and applied to municipalities in arrears.  During fiscal year 2013-14, an 

additional $43,000 in late fees relating to six municipalities was allocated from the Reserve 

Fund and applied to their arrears, leaving a balance in the Fund of $4.21 million.  
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HIGHLIGHTS AND ACCOMPLISHMENTS 

 

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 2013-14 amounted to $14.2 million as the 

Corporation’s loan portfolio was reduced from $51.7 million to $37.5 million.  During the 

same period, outstanding accounts receivable, consisting of arrears on loan payments, 

decreased from $3.3 million to $3.0 million. 

 

The net debenture debt of the Corporation decreased from $35.4 million to $25.6 million due 

to loan repayments of $9.8 million during the year.
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REPORT ON PERFORMANCE  

 

Progress on Strategic Priorities 

 

As a result of a Government policy decision, 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 2011-14 Activity Plan.  As detailed below, NMFC has met its collection 

and repayment priorities for the 2011-14 fiscal year time frame. 

 

Goal: 

 

By March 31, 2014, NMFC will have executed the collection of loans receivable and 

payment of debenture debt in accordance with the schedule of planned payments and 

collections as set out below: 

 

 

Objective by  

Fiscal Year 
Debt Maturities Loan Collections 

 ($ thousands) ($ thousands) 

2011-12 $   25,116  $   17,907 

2012-13 19,816  16,602 

2013-14 9,816  14,168 

 

 

Measure:  Net balances of outstanding loans receivable and debenture debt payable reduced 

by planned amounts. 

  

 

Indicators: 

 Net outstanding loans to municipalities reduced by $48,677,000. 

 Net outstanding debenture debt reduced by $54,748,000. 

 

 

Results of 2011-14 Goal 

 Net outstanding loans to municipalities reduced by $48,689,921. 

 Net outstanding debenture debt reduced by $54,748,000. 

 

 

2011-14 goals of reducing net balances of outstanding loans receivable and debenture debt 

payable have been met. 
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Objective: 

By March 31, 2014, 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 2013-14. 

 

Measure:  Net balances of outstanding loans receivable and debenture debt payable reduced 

by planned amounts. 

 

Indicators (amounts in thousands): 

 Net outstanding loans to municipalities reduced by $14,168. 

 

 Net outstanding debenture debt reduced by $9,816. 

 

 

Results of 2013-14 Objective (amount in thousands): 

 

 Outstanding loans to municipalities have been reduced by $14,156. 

 

 Outstanding debenture debt was reduced by $9,816. 

 

 

Variance of 2013-14 Objective: 

 

 The amount collected on loans to municipalities is less than forecast as a result of an 

early loan payout in a previous fiscal year. 

 

 

OPPORTUNITIES AND CHALLENGES AHEAD 

The major challenge for the upcoming year will be the continuing implementation of the 

strategy agreed to with MIA in 2009-10 with respect to outstanding municipal arrears as 

detailed in the Shared Commitments section.  

 

NMFC’s activity plan for the 2014-17 planning cycle was tabled on June 27, 2014. 
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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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AUDITOR’S REPORT & AUDITED FINANCIAL STATEMENTS 

 

The audited Financial Statements are attached. 


































