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Message from the Chair
As Chair of the Nova Scotia Municipal Finance Corporation, it is my
pleasure to present the Nova Scotia Municipal Finance Corporation’s 32nd
Annual Report for the 2011–12 fiscal year.
Debenture Issues and Short-Term Financing

The primary goal of the Corporation is to provide the lowest possible longterm and short-term interest rates to its clients. In 2011–12, the Corporation
was able to achieve this goal through its annual debenture issuance. The
Corporation placed two debenture issues for $30.3 million, and $41.0 million,
two Federation of Canadian Municipalities loans for $1.3 million, and $442,811
resulting in total long-term loan activity of $73.0 million during the fiscal year.
The Corporation issued $4.3 million in short-term loans in 2011–12. Due to
favourable market conditions, financing rates provided to municipalities were
the lowest in the Corporation’s history.
Accomplishments

I am pleased to report that this has been another productive and successful
year at the Municipal Finance Corporation.
The Audit Committee, which was established in 2009–10, was very
active this year. The Audit Committee provides greater accountability and
transparency to our clients by assisting the Board of Directors of the Municipal
Finance Corporation in fulfilling its oversight responsibilities related to the
quality and integrity of financial reporting.
In the 2011–12 fiscal year, the Municipal Finance Corporation completed
its sponsored series of Municipal Finance Workshops. Dalhousie University
Professor Jack Novack led four sessions of one-day workshops focused on
municipal finance and budgeting for non-financial municipal staff and
Councillors. The workshops were extremely successful, with each workshop
receiving excellent feedback from the attendees.
In July of 2011, the Municipal Finance Corporation moved to the 15th floor
of Maritime Centre. The new offices have provided the Corporation with much
needed space, but still allows the Corporation to remain close to the Municipal
Services Division of Service Nova Scotia and Municipal Relations.
At this time, I would like to extend my appreciation by thanking the
Board Members, the staff of the Corporation, and the staff of the Provincial
Departments of Service Nova Scotia and Municipal Relations, Finance, and
Justice for their advice and assistance throughout the year.

Kevin Malloy, CA
Chair

32nd annual Accountabilit y Repor t 2012 | 3

Marc Britney
Councillor
Town of Middleton
Keith Hunter
Warden
Municipality of the County of Cumberland
Janet Murphy
Consultant
Halifax, Nova Scotia
Cathie Osborne CGA
Deputy Auditor General
Halifax Regional Municipality
Byron Rafuse CMA
Associate Deputy Minister
Department of Finance

On December 8, 2008, Kevin
Malloy was appointed Deputy
Minister of Service Nova Scotia
and Municipal Relations
(SNSMR). He joined SNSMR in
November of 2004 to fill the
Assistant Deputy Minister (ADM)
position. Prior to joining SNSMR,
he took over the responsibilities
of Controller for the Province of
Nova Scotia on July 19, 1999.
As the senior financial position
in government, the Controller
is responsible for leading and
directing the corporate financial
systems including accountability
control systems; the central
accounting system; the Internal
Audit function; internal and
external reporting systems; and
government payroll services.
Prior to being appointed
Controller, Kevin was Director
of Finance for the Department
of Transportation and Public
Works. Kevin joined government
in 1984. He spent five years with
the provincial Auditor General’s
office, and subsequent to those,
nine years with the Department
of Education.
Kevin is past-President of the
Institute for Citizen Centred
Service, a member of the
Institute of Chartered
Accountants of Nova Scotia,
serves as Past President of the
Financial Management Institute
(Halifax Chapter), and is on a
number of boards.
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marc Britney

Kevin Malloy CA, Chair
Deputy Minister
Service Nova Scotia and Municipal Relations

Kevin Malloy

Directors of the Corporation (as of March 31, 2012)

Marc Britney graduated from
Dalhousie University with a
Bachelor of Arts in 1987 and
earned his Certified Financial
Planner designation in 1998.
He has been a financial planner
and branch manager with SISIP
Financial Services since 2001.
Marc was first elected to the
Council of the Town of
Middleton in 1993 and has
served on various boards and
committees during his terms
on Council. Marc was appointed
to the Municipal Finance
Corporation Board of Directors
on the recommendation of
the Union of Nova Scotia
Municipalities in 2010.

Janet Murphy is an independent
financial services consultant with
a Master’s degree in Business
Administration from Saint Mary’s
University and a Bachelor of Arts
in Economics from Memorial
University. Her career in financial
management of over 20 years
has included Business Manager
for the Hydro Production Division
of Nova Scotia Power and
Controller for the Nova Scotia
Barristers’ Society. She has
volunteered on various
committees including the
Professional Development
Committee of HRANS,
Dr. P. Anthony Johnstone
Scholarship Committee, Student
Advisory Council for Beechville
Middle School, and served the
Roman Catholic Archdiocese of
Nova Scotia. She was appointed
to the Municipal Finance
Corporation’s Board of Directors
as Member at Large in 2010.

Cathie Osborne began municipal
service in 1979 with the City of
Dartmouth. With over 30 years
of experience in municipal
government, Cathie brings a
wealth of public sector
experience to the Board. Cathie
is a graduate of Saint Mary’s
University, where she earned
her Bachelor of Commerce
degree and Certificate in Human
Resource Management in 1999.
Cathie achieved her Certified
General Accountant designation
in 2003 and has held the position
of Deputy Auditor General for
the Halifax Regional Municipality
since April 1, 2010. Cathie’s prior
responsibilities include the
establishment and management of the first internal audit
function in HRM and operational responsibility for general
revenues.

byron rafuse

cathie osborne

Jane t Murpjhy

keith Hunter

Keith Hunter graduated from
Dalhousie University with a
Bachelor of Science degree
in 1969. He owned Jerry’s
Supermarket in Amherst, Nova
Scotia, from 1969–2006. In
1991, Keith was elected to the
Council of the Municipality
of the County of Cumberland
(presently in 6th term), and
served as Deputy Warden from
1998–1999. In 2000, he was
elected Warden of Cumberland
County. Keith has also served
on various boards, such as:
1991–2007, Board Member and
Chair, Athol Forestry Cooperative;
2005–present, Board Member of
Nova Scotia Municipal Finance
Corporation; 1991–2001, Board
Member of Central Nova Tourist
Association; 2006–2007, Board
Member of Federation of Canadian Municipalities; 2006–2007,
Chair of Atlantic Caucus – FCM;
Past Chair, Cumberland Joint
Services Management Authority (Solid Waste); Past Chair,
Entrance Development Committee (a sub-committee of CREDA,
established to beautify the area
between the NS/NB border and
the Town of Amherst, to attract
more tourists to Amherst and
our Sunrise and Glooscap Trails);
1992–2006, Chair, North Tyndal
Wellfield Advisory Committee.
From 2006–2010, Keith served
on the UNSM Board of Directors.
2008–2010 and 2011–2012,
Keith served as the Rural Caucus
Chair on the UNSM Board of
Directors.

Byron Rafuse was appointed
Controller for the Province of
Nova Scotia in June 2005, and
additionally as Associate Deputy
Minister of Finance in March
2010. Byron has more than 25
years of experience with the
provincial government, where he
has held several senior financial
and program positions within
the departments of the Solicitor
General, Justice, Finance and
Health.
Byron’s previous work experience
includes several high ranking
accounting and financial
positions for several government departments. He has also
participated in the development
of the corporate budget for the
Province of Nova Scotia.
Byron graduated from
Saint Mary’s University with
a Bachelor of Commerce. He is
a Certified Management
Accountant and is currently on
the Board of the Nova Scotia
Society of Management
Accountants, as well as various
other boards and trusteeships.
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Chief Executive Officer
and Treasurer
Bob Houlihan, CGA
Nova Scotia Municipal
Finance Corporation
Corporate Secretary
Paul Wills, CMA
Municipal Advisor
Service Nova Scotia and
Municipal Relations
General Counsel
Jennifer Glennie
Department of Justice
Assistant Treasurer
Roy Spence
Director,
Liability Management &
Treasury Services
Department of Finance

Paul Wills is currently a Municipal
Advisor with Service Nova Scotia
and Municipal Relations with the
Province of Nova Scotia and has
been in this role since September
2008. Prior to this he was the
Manager, Municipal Finance,
with the same department.
He graduated from Saint Mary’s
University in 1987 and obtained
his Certified Management
Accountant (CMA) designation
in 1994. Paul worked with the
County of Kings where he was
employed as the Chief Accountant for eight years. From there,
he moved to the Town of New
Glasgow in the role of Director of
Corporate Services for two years
before accepting the Manager’s
position with the Province. Paul
is the past Chair of the Tangible
Capital Asset Committee for Nova
Scotia and the past chair of the
Financial Reporting and Accounting Manual Committee.
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Jennifer Glennie is a solicitor
with Legal Services, who joined
the Justice team in July of 2008.
Before joining Justice, Jennifer
was a partner practicing
corporate and commercial law
with a large Atlantic Canadian
firm. She is currently serving
the Department of Finance,
Municipal Finance Corporation,
as well as crown corporations and
agencies for which the Minister
of Finance is responsible.
Jennifer is a Peer Volunteer
and Committee Member of the
Lawyers’ Assistance Program,
and she is the Chair of Justice’s
Head Office Healthy Workplace
Committee.

roy spence

jennifer glennie

Chair
Kevin Malloy, CA
Deputy Minister
Service Nova Scotia and
Municipal Relations

paul willis

Officers of the Corporation

Roy Spence joined the Department of Finance in October 1998
as the Director, Liability Management and Treasury Services.
Prior to joining the Province of
Nova Scotia, Roy was the Director
of Fiscal Management in the
Provincial Treasury, Province
of Prince Edward Island. That
position had responsibility for
liability management and other
finance functions.
Roy graduated from Lakehead
University with a Master of Arts
in Economics. He also taught
both graduate and undergraduate courses in economics
for a number of years prior to
joining the public service.

Manager of Client Services
Melissa Mosher, MPA
Administrative Assistant
Margo Horne
Summer Student
Kristen Stallard

Bob Houlihan has been
employed in the government
finance field for 25 years. He
has held various positions with
the City of Halifax, Halifax
Regional Municipality and the
provincial government including
Municipal Advisor with Service
Nova Scotia and Municipal
Relations and Senior Corporate
Financial Analyst with the
Treasury Board Office. Bob was
appointed CEO and Treasurer
of the Corporation in October
of 2010. He has a Bachelor of
Commerce from Saint Mary’s
University and is a Certified
General Accountant.

Margo Horne has over 30 years of
experience working with
municipalities and with the
Province of Nova Scotia. She has
extensive experience working
with municipal finance and
administration.

melissa mosher

bob audoux

Bob Audoux has been employed
by the Corporation for over
13 years. In addition to Bob’s
many years of service with the
Corporation, he has many years
of previous experience with the
Provincial government and the
private sector. Bob completed
his Certified General Accounting
designation in 2009.

Melissa Mosher has been
employed by the Provincial
Government since 2006, where
she began her career at the
Corporation as the Manager of
Client Services. During her time
at the Corporation, she had the
opportunity to take a 15-month
secondment with the Municipal
Services Division of Service Nova
Scotia and Municipal Relations.
Melissa earned her Bachelor
of Arts from the University of
Manitoba (2004) and her Master
of Public Administration from
Dalhousie University (2006).

kristen stallard

Manager of
Financial Services
Bob Audoux, CGA

margo horne

Chief Executive Officer
and Treasurer
Bob Houlihan, CGA

bob houlihan

Staff of the Corporation

Kristen Stallard is the 2012
Master of Public Administration
student summer intern. She
holds a Bachelor of Arts in
Political Science from St. Francis
Xavier University and a Master
of Arts in Political Science from
the University of Toronto. She
is currently working towards a
Master of Public Administration
from Dalhousie University
(expected 2013). Kristen is
originally from New Glasgow,
Nova Scotia.
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How the Corporation Functions
Authorit y

The Nova Scotia Municipal Finance
Corporation was established by an
Act of the Legislature of the Province
of Nova Scotia in 1979, Chapter 301
of the Revised Statutes of Nova Scotia,
1989. The legislative authority for
the Corporation is located in the
Municipal Finance Corporation Act.
Mission and Purpose

The mission of the Corporation is
to provide financing to its clients
for approved capital projects at
competitive rates, within acceptable
risk parameters, and to provide advice
and assistance to clients regarding
financial management.
The Corporation was created to
provide financial assistance for
municipalities, municipal enterprises,
school boards, and hospitals through
a centralized borrowing authority.
The Corporation fulfils its purpose
through the issuance of pooled
debenture issues. Pooling of
borrowing requirements eliminates
the need for individual municipalities
to negotiate and administer their
own debenture issues.
All municipalities and municipal
enterprises must finance their
external capital requirements through

the Corporation. Exceptions exist
where funds may be borrowed from
other governments. Most school
board and hospital capital projects
are financed directly by the Province
of Nova Scotia.
The Corporation collaborates
with the Association of Municipal
Administrators of Nova Scotia and
Service Nova Scotia and Municipal
Relations, as well as with other
professional associations, in the
building of financial management
capacity in local governments across
Nova Scotia.
Administration

A Board of Directors appointed by
the Governor-in-Council governs the
Corporation. There are currently six
Directors on the Board: two members
are senior public servants, two
members are appointed upon the
recommendation of the Union of
Nova Scotia Municipalities, one
member is appointed from the
community at large, and one member
is appointed upon the recommendation of the Association of Municipal
Administrators of Nova Scotia.
The Corporation is completely
self-funded. The Minister of Service
Nova Scotia and Municipal Relations

Richmond Administration Building
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is required by legislation to approve
the annual administrative budget.
The Corporation levies fees on loans
made to its clients to help offset the
administrative expenses of the
Corporation.
Support staff and resources of the
Provincial Departments of Finance
and Service Nova Scotia and
Municipal Relations have been
provided to the Corporation. The
Corporation contracts with the
Department of Justice for the
provision of legal services. The advice
and assistance given by all three
provincial departments is a valuable
contribution to the operation of the
Corporation.
Office location

Suite 1501, Maritime Centre
1505 Barrington Street
Halifax, NS B3J 3K5
Mailing address:
PO Box 850, Station M
Halifax, NS B3J 2V2
Telephone (902) 424-6333
Fax (902) 424-0525
www.nsmfc.ca

Yarmouth District Administration Building

Market Conditions 2011–12
The Corporation issued two pooled debenture
issues in 2011–12. The all-in costs of funds to our clients
are detailed below.
The global economy suffered a major setback during
2011 with real Gross Domestic Product (GDP) growth
falling to an estimated 3.9%, down from the increase of 5.3%
in the recovery in 2010, according to the International
Monetary Fund (IMF). The pace of the recovery across
economies was uneven, with the advanced economies
expanding by an estimated 1.6% and emerging market and
developing economies growing by 6.2%. The IMF expects
global economic growth to drop to about 3.5% in 2012 due
to weak activity during the second half of 2011 and the
first half of 2012.
The European sovereign debt crisis continued throughout the 2011–2012 fiscal year in spite of the adoption of the
commitment of European Union members to deal with
their deficits and debt, and the provision of liquidity by the
European Central Bank to maintain the viability of the
European banking system and decrease pressure on
sovereign bonds yields. Throughout the year there was
increased uncertainty about the potential for Greece to exit
from the Euro area or a fragmentation of the monetary
union. This uncertainty led to some flight-to-safety in
capital markets, in particular to the government bonds of
Germany, the United States and Canada.
In the United States, there was improved economic
activity in the second half of 2011; however, the United
States economy only managed real GDP growth of 1.8%
in calendar year 2011. The United States employment
situation appears to have entered a long period of slow
progress. Employment in the United States remains
5 million below the peak reached at the beginning of 2008,
and only 3.8 million above the recent low in early 2010.
The Federal Reserve Board has a “dual mandate”, the key
objectives for monetary policy being maximum employment and stable prices. As such, the employment situation
in the United States suggests that low administered interest
rates and quantitative easing measures may be in effect for
some time to come.
Canada initially posted a strong recovery from the
recession of 2009, growing real GDP by 3.2% in 2010. Real
GDP in 2011 grew at a slower pace of 2.4%. Most of the
economic growth in 2011 occurred in the third quarter
with an annualized growth of 4.5%, well above the decline
of 1% in the second quarter and the 3.6% annualized rate
for the first quarter. The Canadian economy ended the year
at a slower pace, with an annualized rate of 1.9% for the
fourth quarter. Canada’s economy also advanced at a rate

of 1.9% in the first quarter of 2012, matching the United
States growth for that quarter. Canada’s growth in 2011 was
spread across a number of sectors with mining/oil/gas,
utilities, and construction leading the national average.
Manufacturing and agriculture/forestry/fishing lagged
behind the other goods-producing sectors in 2011. Growth
in Canada in the first quarter of 2012 continued to be
supported by increased business investment, particularly
a pick-up in residential investment
Interest Rates

Interest rates in Canada and the United States fell during
the 2008–2009 credit crisis and European crisis in late 2010,
and continued to fall even further in late 2011 and the first
part of 2012. The Bank of Canada has held administered
interest rates at 1% since September 2010, stating that
while global economic conditions and conditions in Canada
are improving, the risk remained elevated due to sovereigndebt issues and supply shocks from rapidly rising
commodity prices.
While both the spring and fall 2011 Municipal Finance
Corporation debt issues were 1 to 15 year serial debentures,
the 10-year sector continues to provide an indication of the
changes in yields on these serial debenture issues. Over
fiscal year 2010–2011, the Canada 10-year bond yield
ranged from a low of 2.11% in mid-December 2011 to a
high of 3.49% in early April 2011, and averaged 2.46% over
the entire fiscal year. The all-in yield for the 2011 spring
issue was 3.73%, relatively high compared to the fall issue in
2010, as the Government of Canada 10-year bond yield was
above the average for the year at 3.18%. The fall issue had an
all-in yield of 3.07%, a record low all-in interest cost for the
Municipal Finance Corporation. In large part, the low
yield on the fall issue was due to very low Government of
Canada bond yields – 2.30% in the 10-year term, partially
offset by a higher Nova Scotia provincial 10-year credit
spread at 104.5 basis points compared to 76 basis points
in the spring issue. The all-in cost of borrowing for the
Municipal Finance Corporation remained attractive
throughout the fiscal year by historical standards.
Spring Issue –
settled May 30, 2011

Fall Issue –
settled November 9, 2011

5 years

2.89%

5 years

2.18%

10 years

3.68%

10 years

3.03%

15 years

4.12%

15 years

3.53%

20 years

4.32%

20 years

3.74%

All-in costs

3.87%

All-in cost

3.20%
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Directors’ Report
The Nova Scotia Municipal Finance Corporation plans
its programs and services in accordance with the needs of its
clients. The Corporation must ensure that it has ready access to
capital markets and that it has the financial and administrative
capacity to respond to local governments’ demand for
capital infrastructure financing. In order to ensure that the
Corporation meets the demand for capital infrastructure
financing, the Corporation’s Board of Directors approves a
Business Plan on an annual basis.
Business planning is an evolving process. Outcomes,
measures, and indicators are evaluated during the course of the
year for effectiveness and responsiveness to the Corporation’s
long-term strategic vision. Through the evaluation process,
outcomes and measures may be changed to ensure that they
are within the Corporation’s area of responsibility, the
Corporation can influence the outcome, and the Corporation’s
performance can be measured.
The strategic goals of the Corporation are supported by
the operational priorities. The operational context for the
Corporation’s activities is strongly influenced by the ability to:
• Identify its clients’ needs and respond to them
• Be well-informed of developments in local government
capital finance
• Maintain financial self-sufficiency
The Annual Report reflects the Corporation’s results as
measured against the 2011–12 Business Plan. Along with
measuring the longer-term strategic goals of the Corporation,
operational results are included, which are important in
ensuring that the Corporation can meet its priorities and goals.

Town of New Glasgow, wind turbine foundation
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Audit Commit tee

The Audit Committee was established in 2009–10 in response
to a recommendation of the Auditor General, to assist the
Board of Directors of the Corporation in fulfilling its oversight
responsibilities related to the quality and integrity of financial
reporting. The Corporation’s Audit Committee ensures more
accountability and transparency. Some of the responsibilities
of the Audit Committee include reviewing financial reports
and annual statements, reviewing financial and accounting
policies, and reviewing and assessing both risk and internal
controls.
The Audit Committee must be comprised of at least two
members, who must be Board Members (excluding the Chair)
of the Corporation. The Audit Committee may include
additional members, who will be recommended by the
Association of Municipal Administrators of Nova Scotia.
As of March 31, 2012, the Audit Committee is comprised of:
Marc Britney
Municipal Finance Corporation Board Member
Union of Nova Scotia Municipalities Representative
Councillor, Town of Middleton
Keith Hunter
Municipal Finance Corporation Board Member
Union of Nova Scotia Municipalities Representative
Warden, Municipality of the County of Cumberland
Melony Robinson
Director of Finance
Town of Annapolis Royal

Town of New Glasgow, wind turbine

Business Plan and Str ategic Goals		
Strategic Goal 1
To provide capital infrastructure financing to
our clients at the lowest available cost, within
acceptable risk parameters, to meet their
particular debt structure and timing needs.

Strategic Goal 2
To ensure access to capital markets through
prudent management of all financial aspects
of the Corporation, including credit risk and
asset/liability management.

Strategic Goal 3
To help build financial management knowledge
in municipalities and promote municipal capital
project planning and financing.

Outcome

Provide the lowest available cost of financing
to clients in a timely manner

Ensure that a sustainable source of funding is
available to clients to ensure the operational
viability of the Corporation

Client use of the Debt Affordability Model; client
use of the Financial Management Best Practices;
increased overall municipal finance knowledge
among municipalities; increased knowledge and
uptake of the Corporation programs and services

Measures

• Percentage of clients satisfied with the timing
and processing of debenture issues
• Percentage of clients that agree the debenture
terms and structure are flexible enough to
meet their needs
• Quality of credit loans
• Pricing received from lead managers in
relationship to the Province of Nova Scotia’s
cost of funds

Client default rates; match assets and liabilities

Percentage of municipal clients using the
Debt Affordability Model and the Financial
Management Best Practices; attendance at
Corporation sponsored Municipal Finance
Workshops; number of tools used to promote
programs and services effectively

Results
in
2011–12

• 70% of clients were satisfied with the timing
and processing of debenture issues 1
• 85% of clients agreed that the debenture terms
and structure are flexible enough to meet their
needs 2
• Procedures ensure creditworthiness of loans
• Provincial guarantee allows the Corporation to
price off the Province of Nova Scotia spread

• 0% default rate
• Assets were closely matched to term and
timing

• 25% of clients used the Debt Affordability
Model 5
• 13% of clients used the Financial Management
Best Practices 6
• 75% of capacity attended workshops in
2010-11
• Increased communications through listserv
emails, mail, and built a new website

Targets
for
2012–13

• 80% client satisfaction rate with the timing
and processing of debenture issues 3
• 95% client satisfaction rate with the
debenture terms and structure flexibility
• Regular review of loan procedures 4
• Maintain credit enhancement through access
to the provincial guarantee

• 0% default rate
• Maintain matching strategy
• Update Corporation’s risk management
framework

• 35% of clients using the Debt Affordability
Model
• 20% of clients using the Financial
Management Best Practices
• 90% of capacity attended workshops
• Increase by two or update the avenues to
promote programs and services

Outputs
2011–12

• Issued 38 loans to 29 municipalities, and
5 municipal enterprises
• Issued $73.0 million in debentures and
on-loaned a similar amount to clients
• Administered $4.3 million in short-term
financing pending issuance of a debenture
• Administered $733.1 million in outstanding
loans to municipalities and hospitals

• Reviewed all municipal requests with
Service Nova Scotia and Municipal Relations
to ensure that the loans to municipalities did
not pose a credit risk to the Corporation
• Managed assets and liabilities of the
Corporation to mitigate risk and ensured that
the Corporation did not incur any negative
carrying costs
• Managed the administration budget of the
Corporation prudently and ended the fiscal
year with a net loss of $118,210 and a reserve
fund balance of $6.26 million

• Continued promotion of the Corporation’s Debt
Affordability Model to municipalities
• Encouraged the implementation of
recommended practices of the Financial
Management and Capacity Building
Committee in Nova Scotia municipalities
• Sponsored a finance professional to attend
the annual Government Finance Officers
Association Conference in San Antonio in 2011
• Supported and participated in the Association
of Municipal Administrators of Nova Scotia’s
Municipal Finance Officers Forum
• In cooperation with Dalhousie University,
sponsored workshops on municipal finance
for elected and administrative officials
• Created a new and more user friendly website

Data collected from the 2011 Client Satisfaction Survey conducted by the Nova Scotia Municipal Finance Corporation
Data collected from the 2011 Client Satisfaction Survey conducted by the Nova Scotia Municipal Finance Corporation
3
Ibid
4
Ibid
5
Data collected from the 2011 Client Satisfaction Survey conducted by the Nova Scotia Municipal Finance Corporation
6
Ibid
1
2

32nd annual Accountabilit y Repor t 2012 | 11

26.4

Recreation
8.6
Streets
10.4
Sewer
11.0

Overview of Loan Portfolio
Loans to Municipalities,
School Boards, and Hospitals

Water
16.2
Transit
14.0

loans made during the year

The Corporation’s loan portfolio consists
of loans to municipalities and municipal
enterprises, school boards, and hospitals/
health authorities. Municipal enterprises
are serviced or guaranteed by
Nova Scotia municipalities, school
boards are supported by the Province
of Nova Scotia, and hospitals/health
authorities are also supported by the
Province. There are no arrears.
Service Nova Scotia and Municipal
Relations perform the credit checks
using debt policy guidelines approved
by the Minister. The Minister approves
all capital-borrowing requests by
municipalities and municipal enterprises.
The Corporation’s interest rate risk is
minimized by matching the interest
rates, term, and features of its debenture
issues with those on the loans it makes
to its clients.
During the year, long-term loans
totalling $73 million were made to 29
municipalities, and 5 municipal
enterprises. They were used for the
purposes as shown below.

Municipal Enterprises 5.9

By jurisdic tion

Rural
17.7
Regionals
53.2
Towns
23.2

Solid Waste 2.6
Equipment 3.9
Sewage Treatment 5.9

Recreation
8.6
Streets
10.4
Sewer
11.0

Water
16.2
Transit
14.0

Municipal Enterprises 5.9
Regional

Town

Rural

Municipal
Enterprises

Water

—

6,101,295

2,130,000

Sewer

4,746,589

1,655,275

1,608,000

Streets

4,729,891

2,888,261

—

16,068,556

1,180,142

1,318,330

Equipment

1,897,128

921,525

—

Recreation

1,812,845

1,661,957

2,832,000

238,453

260,000

—

Buildings

Buildings
26.4

BY Purpose

Schedule of New Loans
Purpose

Other 1.0

3,573,000
Rural
17.7
—
—
710,100
Towns
—23.2

Total

Percent

11,804,295

16.2%

8,009,864
Regionals
7,618,152
53.2
19,277,128

11.0%
10.4%
26.4%

2,818,653

3.9%

—

6,306,802

8.6%

1,355,000

59,895

1,913,348

2.6%

843,869

3,424,728

—

4,268,597

5.9%

9,302,538

922,400

—

—

10,224,938

14.0%

Other

—

463,474

270,000

—

733,474

1.0%

Totals

38,796,000

16,898,198

12,938,058

4,342,995

72,975,251

53.2%

23.2%

17.7%

5.9%

100%

Solid Waste
Sewage Treatment
Transit

Percent
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Overview of Loan Portfolio
Year Ended March 31, 2012

The accumulated loans outstanding
at March 31, 2012 amounted to
$733.1 million, comprising
$725.1 million to 70 municipalities
and enterprises and $8.0 million to
two district health authorities.
The table at right shows the total
loans outstanding at the end of each
of the last 10 fiscal years, broken down
by category.
Outstanding Borrowing
Program

Funds totalling $73.0 million for loans
to municipalities and municipal
enterprises were raised through two
issues in the Canadian domestic market.
The two issues were placed privately
with the Province of Nova Scotia, which
purchased a $30.3 million issue in
May 2011 and a $41.0 million issue in
November 2011. Interest rate coupons
ranged from 1.219% to 4.597%.

Town of Lunenburg, Town Hall restoration

Ten-Year History of Loans to Municipalities, School boards,
and Hospitals
New Long-Term Loans During the Year: Fiscal year ending at March 31 ($millions)
Year

Municipal

Hospitals

School Boards

Total

2003

84.6

11.0

—

95.6

2004

73.1

—

—

73.1

2005

167.7

—

—

167.7

2006

112.0

—

—

112.0

2007

108.3

—

—

108.3

2008

139.5

0.5

—

140.0

2009

110.9

—

—

110.9

2010

114.2

—

—

114.2

2011

119.0

—

—

119.0

2012

73.0

—

—

73.0

Loans Outstanding at Year End: Fiscal year ending March 31 ($millions)
Year

Municipal

Hospitals

School Boards

Total

2003

469.7

11.0

2.2

482.9

2004

481.5

10.8

0.7

493.0

2005

579.5

10.5

0.3

590.3

2006

611.1

10.2

—

621.3

2007

632.4

9.8

—

642.2

2008

679.6

9.9

—

689.5

2009

700.3

9.5

—

709.8

2010

719.5

9.0

—

728.5

2011

748.1

8.5

—

756.6

2012

725.1

8.0

—

733.1

Town of Wolfville, aerial ladder firetruck
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Schedule of Outstanding Loans Year Ending March 31, 2012
By Jurisdiction
Principal March 31/11
New Loans
Principal Repaid
Regional Municipalities
Halifax
Cape Breton
Queens
Total regional Municipalities

Principal March 31/12

$336,637,088
129,861,536
4,256,511
470,755,135

$24,266,000
14,530,000
—
38,796,000

$(45,825,506)
(15,435,573)
(802,246)
(62,063,325)

$315,077,582
128,955,963
3,454,265
447,487,810

8,530,594

—

(529,702)

8,000,892

6,285,068
307,200
3,366,500
2,088,173
1,040,557
7,281,600
805,924
260,000
1,249,712
2,361,685
7,566,310
337,754
2,287,000
889,200
689,229
283,000
7,301,873
1,243,276
8.686
3,618,000
7,119,765
1,084,330
4,962,027
13,296,643
2,351,348
27,450
12,662,000
1,481,394
8,117,320
3,260,742
5,163,347
108,797,113

1,065,050
—
900,000
544,100
1,585,067
721,000
—
—
486,924
—
2,561,000
—
1,123,000
—
398,000
—
1,520,200
1,183,500
—
442,811
1,200,000
1,015,046
—
—
—
200,000
1,332,000
272,500
—
348,000
0
16,898,198

(701,113)
(99,300)
(238,500)
(205,043)
(283,267)
(1,032,300)
(65,252)
(20,000)
(191,874)
(205,883)
(2,178,670)
(59,395)
(204,700)
(61,400)
(139,903)
(56,500)
(703,050)
(870,276)
(8,686)
(258,233)
(618,545)
(147,094)
(776,563)
(680,817)
(192,936)
(4,575)
(905,000)
(151,603)
(491,993)
(671,642)
(698,340)
(12,922,453)

6,649,005
207,900
4,028,000
2,427,230
2,342,357
6,970,300
740,672
240,000
1,544,762
2,155,802
7,948,640
278,359
3,205,300
827,800
947,326
226,500
8,119,023
1,556,500
—
3,802,578
7,701,220
1,952,282
4,185,464
12,615,826
2,158,412
222,875
13,089,000
1,602,291
7,625,327
2,937,100
4,465,007
112,772,858

District Health Authorities
Total district health authorities

Towns
Amherst
Annapolis Royal
Antigonish
Berwick
Bridgetown
Bridgewater
Canso
Clark’s Harbour
Digby
Hantsport
Kentville
Lockeport
Lunenburg
Mahone Bay
Middleton
Mulgrave
New Glasgow
Oxford
Parrsboro
Pictou
Port Hawkesbury
Shelburne
Springhill
Stellarton
Stewiacke
Trenton
Truro
Westville
Windsor
Wolfville
Yarmouth
Total Towns
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Schedule of Outstanding Loans Year Ending March 31, 2012
By Jurisdiction
Principal March 31/11
New Loans
Principal Repaid
Rural Municipalities
Annapolis
Antigonish
Argyle
Barrington
Chester
Clare
Colchester
Cumberland
Guysborough
Hants East
Hants West
Inverness
Kings
Lunenburg
Pictou
Richmond
Shelburne
Victoria
Yarmouth
Total

Principal March 31/12

3,645,500
2,769,697
0
972,866
5,590,131
2,725,000
10,606,981
929,927
1,790,600
28,713,689
2,982,000
1,400,000
7,960,883
14,844,579
46,406
3,038,061
224,582
951,000
3,182,500
92,374,402

0
2,766,330
1,272,728
0
1,393,000
0
2,832,000
0
0
615,000
565,000
1,000,000
2,355,000
0
0
0
0
0
0
12,799,058

(417,500)
(744,897)
0
(145,168)
(735,150)
(243,750)
(1,677,076)
(123,277)
(127,900)
(1,374,400)
(143,040)
(200,000)
(1,353,324)
(1,043,248)
(46,406)
(364,979)
(83,891)
(133,500)
(142,500)
(9,100,006)

3,228,000
4,791,130
1,272,728
827,698
6,247,981
2,481,250
11,761,905
806,650
1,662,700
27,954,289
3,403,960
2,200,000
8,962,559
13,801,331
0
2,673,082
140,691
817,500
3,040,000
96,073,454

792,609
108,000
77,000
248,000
68,000
298,233
357,000
35,000
122,500
2,106,342

0
0
0
0
0
139,000
0
0
0
139,000

(67,518)
(36,000)
(11,000)
(56,000)
(8,500)
(32,800)
(51,000)
(5,000)
(17,500)
(285,318)

725,091
72,000
66,000
192,000
59,500
404,433
306,000
30,000
105,000
1,960,024

3,546,500
210,000
493,500
759,100
65,371,600
676,980
1,331,560
171,500
1,439,400
0
65,200
74,065,340
756,628,926

2,000,000
0
0
710,100
1,500,000
0
0
0
73,000
59,895
0
4,342,995
72,975,251

(2,374,500)
(30,000)
(493,500)
(759,100)
(7,409,130)
(53,530)
(286,245)
(85,750)
(50,800)
0
(65,200)
(11,607,755)
96,508,559

3,172,000
180,000
0
710,100
59,462,470
623,450
1,045,315
85,750
1,461,600
59,895
0
66,800,580
733,095,618

Villages
Baddeck
Bible Hill
Chester
Kingston
Lawrencetown
St. Peter’s
Port Williams
Westport
Weymouth
Total rural municipalities

Municipal Enterprises
Bridgewater Public Service Commission
Digby Area Recreation
Digby Housing Corporation
Glen Haven Manor
Halifax Regional Water Commission
Lunenburg Home for Special Care
R.K. MacDonald
Seaview Manor
St. Peter’s – Sampsonville Water Utility
Valley Waste
Villa Acadienne
Total municipal enterprises

Total Loans
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Other Programs
In addition to the Corporation’s long-term and
short-term borrowing programs, the Corporation also
offers financial management capacity building programs
to assist municipalities with long-term financial planning.
Borrowing Programs

The Board of Directors has long supported a short-term
borrowing program for its clients. The Corporation’s
reserve fund is used to provide short-term loans to its
clients that have completed their capital project and are
awaiting participation in the debenture issue. Short-term
loans are available for a period of not greater than one year;
interest is charged at the Bank of Montreal’s prime lending
rate less 1 percent. The Corporation loaned $4.3 million
to 4 municipalities for various municipal capital related
projects during 2011–12.
Financial Management Best Prac tices

The Corporation and the Association of Municipal
Administrators of Nova Scotia established a joint committee
in 2003 with the goal of developing financial management
best practices for use by municipalities in Nova Scotia. This
Committee has developed 32 best practices. These best
practices are taken from the Government Finance Officers
Association, and the Committee has tailored each best
practice to be easily implemented by Nova Scotia
municipalities.
Long-Term Financial Planning

The Corporation developed a Debt Affordability Model to
assist municipalities in capital planning and debt management. Several municipalities are currently using the model.
In 2011–12, staff improved the Model with various
enhancements based on the feedback from municipalities.
Municipal Finance Training and
Capacit y Building Program

The purpose of the Municipal Finance Training and
Capacity Building Program is:
• To enhance the quality of municipal financial services
provided by local government finance professionals in
Nova Scotia by exposing them to current issues, best
practices, and trends in Canadian and international
local government finance
• To encourage the development of a network of municipal
finance specialists in Nova Scotia for the purpose of
sharing knowledge and best practices
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• To increase elected and non-finance administration
officials’ knowledge and understanding of municipal
finance.
In order to achieve the goals established in the
Municipal Finance Training and Capacity Building Program,
the Corporation offered two programs in 2011–12. The
Corporation sponsored a financial professional working in
municipal government in Nova Scotia to attend the annual
Government Finance Officers Association Conference.
This international conference is dedicated to the development of financial excellence in local government through
the use of best practices and bench-marking.
Furthermore, the Corporation hired Professor Jack
Novack, faculty member with the Faculty of Continuing
Education at Dalhousie University. Professor Novack was
hired to conduct four one-day workshops geared towards
educating municipal staff and Councillors who were not
overly familiar with municipal finance. The surveys
conducted at the end of each session indicated that they
were extremely successful. Most responses included thirst
for more workshops focusing on more municipal finance
and budget planning topics.
Dalhousie School of Public Administration
Internship Program

Every summer, the Corporation hires a Master of Public
Administration student to lead a special project. The
student conducts research, works closely with municipal
and provincial stakeholders, and writes a final project
report that will include recommendations and best
practices regarding the project.
In the summer of 2011, Shira Babins worked on an
extremely important research project. The research project
focused on examining the current capital borrowing
process for municipalities in Nova Scotia. This project
involved looking at the municipal long-term debt approval
process to determine if any gaps existed in the current
debt approval process. As a result of the research project,
a series of recommendations were adopted by Service
Nova Scotia and Municipal Relations to improve the
capital borrowing process for both the Corporation and
municipalities.

Financial Statements of
Nova Scotia Municipal Finance Corporation
Years ended March 31, 2012 and 2011
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Management’s Responsibility for Financial Statements

The financial statements of the Nova Scotia Municipal Finance
Corporation are the responsibility of management, and have been prepared
in accordance with Public Sector Accounting Board and Canadian Institute of
Chartered Accountants accounting principles, which are generally accepted
in Canada, applied on a basis consistent with that of the preceding year. The
financial information presented elsewhere in the Annual Report is consistent
with the financial statements and the underlying information from which
these statements were prepared.
The financial statements have been examined independently by the
external auditors, KPMG LLP, whose responsibility is to express an opinion
on whether the financial statements are fairly presented in accordance with
Generally Accepted Accounting Principles. The Auditor’s Report, attached
to the financial statements, outlines the scope of their examination and
contains their opinion.
The Board of Directors has approved the financial statements and all
information in the Annual Report. The external auditors have full and free
access to the Board, with and without the presence of management, to
discuss auditing, internal controls, accounting policy, and financial reporting
matters.
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Independent Auditors’ Report
To the Directors of Nova Scotia Municipal Finance Corporation
We have audited the accompanying financial statements of Nova Scotia Municipal Finance Corporation which
comprise the statements of financial position as at March 31, 2012, March 31, 2011, and April 1, 2010, the statements
of operations, changes in net financial assets and cash flows for the years ended March 31, 2012 and March 31, 2011,
and notes, comprising a summary of significant accounting policies and other explanatory information.
Management ’s Responsibilit y for the Financial Statements

Management is responsible for the preparation and fair presentation of these financial statements in accordance
with Canadian public sector accounting standards, and for such internal control as management determines is
necessary to enable the preparation of financial statements that are free from material misstatement, whether due
to fraud or error.
Auditors’ Responsibilit y

Our responsibility is to express an opinion on these financial statements based on our audits. We conducted our
audits in accordance with Canadian generally accepted auditing standards. Those standards require that we comply
with ethical requirements and plan and perform the audits to obtain reasonable assurance about whether the
financial statements are free from material misstatement.
An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statements. The procedures selected depend on our judgment, including the assessment of the risks of
material misstatement of the financial statements, whether due to fraud or error. In making those risk assessments,
we consider internal control relevant to the entity’s preparation and fair presentation of the financial statements in
order to design audit procedures that are appropriate in the circumstances, but not for the purpose of expressing
an opinion on the effectiveness of the entity’s internal control. An audit also includes evaluating the appropriateness
of accounting policies used and the reasonableness of accounting estimates made by management, as well as
evaluating the overall presentation of the financial statements.
We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinions.
Opinion

In our opinion, the financial statements present fairly, in all material respects, the financial position of Nova Scotia
Municipal Finance Corporation as at March 31, 2012, March 31, 2011 and April 1, 2010, and its results of operations
and its changes in net financial assets and its cash flows for the years ended March 31, 2012 and March 31, 2011 in
accordance with Canadian public sector accounting standards.

Chartered Accountants
June 20, 2012
Halifax, Canada
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Statements of Financial Position
March 31, 2012 and March 31, 2011 and April 1, 2010
March 31, 2012

March 31, 2011

April 1, 2010

Financial assets:
Cash and cash equivalents (note 6(a))

$

Accrued interest receivable
HST receivable
Accounts receivable
Loans to municipal units (note 3)

6,344,453

$

6,440,526

$

6,362,635

10,210,297

10,746,624

10,938,412

547

486

1,444

—

—

9,361

733,039,744

756,543,431

728,328,217

749,595,041

773,731,067

745,640,069

Financial liabilities:
Accounts payable
Accrued interest payable
Employee obligations (note 5(a))
Debentures (note 4)

Net financial assets
Accumulated surplus

$

See accompanying notes to financial statements.

On behalf of the Board:

					

Director

					

Director

20 | Nova Scotia Municipal Finance Corpor ation

65,220

50,449

70,847

10,189,073

10,734,037

10,933,171

68,917

53,917

38,917

733,008,304

756,510,927

728,299,838

743,331,514

767,349,330

739,342,773

6,263,527

6,381,737

6,297,296

6,263,527

$

6,381,737

$

6,297,296

Statements of Operations
Years ended March 31, 2012 and 2011
Budget 2012

Actual 2012

Actual 2011

Interest on loans to municipal units

34,210,534

$ 33,172,602

$ 34,459,640

Interest on short-term investments

111,507

78,550

72,497

Recovery of issue costs

365,682

230,267

365,703

Administration fee

440,000

291,901

476,181

35,127,723

33,773,320

35,374,021

34,208,701

33,170,779

34,457,915

Debenture issue expenses

373,834

228,822

366,257

Administrative expenses

521,015

491,929

465,408

35,103,550

33,891,530

35,289,580

24,173

(118,210)

84,441

6,381,737

6,381,737

6,297,296

$ 6,405,910

$ 6,263,527

$ 6,381,737

Revenue:

Expenses:
Interest on debenture debt and short term loans

Annual operating surplus (deficiency)
Accumulated surplus, beginning of year
Accumulated surplus, end of year
See accompanying notes to financial statements.
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Statements of Changes in Net Financial Assets
Years ended March 31, 2012 and 2011

Annual operating surplus (deficiency)
Increase (decrease) in net financial assets
Net financial assets, beginning of year
Net financial assets, end of year
See accompanying notes to audited financial statements
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Budget

Actual 2012

Actual 2011

$ 24,173

$ (118,210)

$ 84,441

24,173

(118,210)

84,441

6,381,737

6,381,737

6,297,296

$ 6,405,910

$ 6,263,527

$ 6,381,737

Statements of Cash Flows
Years ended March 31, 2012 and 2011
2012

2011

$ (118,210)

$ 84,441

Cash provided by (used in):
Operating activities:
Annual operating surplus (deficiency)
Items not involving cash:
(29,622)

(46,514)

Amortization of fair value adjustment on debenture debt

Amortization of fair value adjustment on loans to municipal units

30,248

47,154

Increase in employee obligations

15,000

15,000

6,073

(17,425)

(96,511)

82,656

Increase in loans to municipal units

(72,975,251)

(119,045,242)

Decrease in loans to municipal units

96,508,560

90,876,542

23,533,309

(28,168,700)

72,975,539

119,046,000

(96,508,410)

(90,882,065)

(23,532,871)

28,163,935

(96,073)

77,891

6,440,526

6,362,635

$ 6,344,453

$ 6,440,526

Change in non-cash operating working capital (note 6(b))
Investing activities:

Financing activities:
Issue of debentures
Principal payments on debenture
Increase (decrease) in cash and cash equivalents
Cash and cash equivalents, beginning of year
Cash and cash equivalents, end of year
Supplemental cash flow information (note 6)
See accompanying notes to financial statements.
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Notes to Financial Statements
Years ended March 31, 2012 and 2011
Nova Scotia Municipal Finance Corporation (the “Corporation”) was created by the Municipal Finance Corporation Act
which was proclaimed on July 31, 1979. The Corporation began operations on January 1, 1980 and has a March 31
fiscal year-end. The object of the Corporation is to provide financing of approved capital projects for municipalities,
municipal enterprises, regional school boards, and hospitals through a central borrowing authority. The Corporation
is not subject to provincial or federal taxes.
On April 1, 2011, the Corporation adopted the Canadian public sector accounting standards (“PSAB”). These are the
first financial statements prepared in accordance with PSAB. Prior to 2012, the financial statements were prepared in
accordance with Part V of the CICA Handbook.
In accordance with the transitional provisions in PSAB, the Corporation has adopted the changes retrospectively,
subject to certain exemptions allowed under these standards. The transition date is April 1, 2010 and all comparative
information provided has been presented by applying PSAB.
The impact of the transition of the Corporation’s financial statements to PSAB has been summarized in note 2.
1. Significant accounting policies:

(a) Basis of accounting:
	The Corporation follows the accrual method of accounting for revenues and expenses. Revenues are normally
recognized in the year in which they are earned and measurable. Expenses are recognized as they are incurred
and measurable as a result of receipt of goods or services and/or the creation of a legal obligation to pay.
(b) Cash and cash equivalents:
	Cash and cash equivalents include cash on hand, balances with banks, short-term deposits with the Province
of Nova Scotia with maturities of generally three months or less and any short-term loans to municipal units.
(c) Loans to municipal units:
	Loans to municipal units are recorded at amortized cost.
(d) Employee future benefits:
	The Corporation provides certain employee benefits which will require funding in future periods.
Public service awards:
	Upon retirement, employees are eligible for a public service award equal to one week’s salary per year of service
to a maximum of twenty-six years. Management recognizes compensation expense on an accrual basis based
on management’s best estimate.
Employee pension plan:
	Permanent employees participate in the Nova Scotia Public Service Superannuation Plan (the “Plan”), a
contributory defined benefit pension plan administrated by the Province of Nova Scotia, which provides
pension benefits based on length of service and earnings. Contributions to the Plan are required by both the
employees and the employer. The Corporation is not responsible for any under-funded liability, nor does the
Corporation have any access to any surplus that may arise in this Plan.
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Notes to Financial Statements
(e)

Debentures:
Debentures are recorded at amortized cost.

(f) Accumulated surplus:
	The accumulated surplus was created from annual accumulated surpluses and interest on funds which had
been advanced by the Province of Nova Scotia and interest on other surplus monies. Included in the accumulated surplus is the reserve fund which provides a capital base for the Corporation, as well as funds which may
be required for administrative purposes and timing differences. During the year, the board approved a policy
that requires the reserve fund to be maintained at a minimum of $6 million.
(g) Revenue recognition:
	Interest revenue on loans to municipal units is recognized on an accrual basis and reported as revenue in the
period earned.
(h) Use of estimates:
	The preparation of financial statements requires management to make estimates and assumptions that affect
the reported amounts of assets and liabilities and disclosure of contingent assets and liabilities at the date of
the financial statements and the reported amounts of revenues and expenses during the year. Actual results
could differ from those estimates.
(i) Future changes in accounting policies:
	The Public Sector Accounting Board has issued Section PS 3410 – Government Transfers effective for fiscal years
beginning on or after April 1, 2012. This section revises and replaces existing Section PS 3410 of the same name
and can be applied either retrospectively or prospectively. Section PS 3410 – Government Transfers establishes
guidance on the recognition, presentation and disclosure of government transfers made to individuals,
organizations and other governments. The new standard addresses this with more guidance specifically from
the perspectives of both transferring governments and recipient governments. The impact of the adoption of
the revised PS 3410 – Government Transfers is being evaluated by management and is not known or reasonably
estimable at this time.
2. Transitional adjustments:

(a) Basis of presentation:
	The adoption of PSAB had no impact on the Corporation’s accumulated surplus or annual operating surplus.
There were no adjustments to the balance of accumulated surplus as at April 1, 2010 or the 2011 annual
operating surplus as a result of implementing the accounting changes. The Corporation did not elect to use
any exemptions allowed in accordance with the transitional provisions of PSAB.
(b) Early adoption of accounting standards:
	At the time of transition, the Corporation has early adopted the following accounting standards on a
prospective basis. These standards have been reflected prospectively in the financial statements for the current
year:
(i) PS 3450 – Financial Instruments:
The Corporation has elected to early adopt Section PS 3450 - Financial Instruments (“Section PS 3450”)
effective for the year ended March 31, 2012. The mandatory application date of Section PS 3450 is for fiscal
years beginning on or after April 1, 2012. Section PS 3450 establishes standards for recognizing and
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Notes to Financial Statements
2. Transitional adjustments continued

measuring financial assets, financial liabilities and non-financial derivatives. Financial instruments include
primary instruments (such as receivables, payables and equity instruments) and derivative financial
instruments (such as financial options, futures and forwards, interest rate swaps and currency swaps).
Financial instruments are assigned to one of two measurement categories: fair value, or cost or amortized
cost. Almost all derivatives, including embedded derivatives that are not closely related to the host
contract, are measured at fair value. Fair value measurement also applies to portfolio investments in equity
instruments that are quoted in an active market. Other financial assets and financial liabilities are generally
measured at cost or amortized cost.
Until an item is derecognized, gains and losses arising due to fair value remeasurement are reported in
the statement of remeasurement gains and losses. Budget-to-actual comparisons are not required within
the statement of remeasurement gains and losses. When the reporting entity defines and implements a
risk management or investment strategy to manage and evaluate the performance of a group of financial
assets, financial liabilities or both on a fair value basis, the entity may elect to include these items in the
fair value category. New requirements clarify when financial liabilities are derecognized. The offsetting of
a financial liability and a financial asset is prohibited in absence of a legally enforceable right to set off the
recognized amounts and an intention to settle on a net basis, or to realize the asset and settle the liability
simultaneously. Section PS 3450 outlines new disclosure requirements of items reported on and the nature
and extent of risks arising from financial instruments.
	Upon adoption of this standard, the Corporation has recorded its financial assets and financial liabilities at
cost or amortized cost except for cash and cash equivalents, which are recorded at fair value.
	There is no material impact on the financial statements as a result of adopting this standard.
(ii) PS 2601 – Foreign Currency Translation:
	The Corporation has elected to early adopt Section PS 2601 – Foreign Currency Translation (“Section PS
2601”) effective for the year ended March 31, 2012. The mandatory application date of Section PS 2601 is
for fiscal years beginning on or after April 1, 2012. This Section revises and replaces Section PS 2600 –
Foreign Currency Translation. Under Section PS 2601, the definition of currency risk is amended to conform
to the definition in Section PS 3450 – Financial Instruments. The exception to the measurement of items on
initial recognition that applies when synthetic instrument accounting is used is removed. At each financial
statement date subsequent to initial recognition, non-monetary items denominated in a foreign currency
that are included in the fair value category in accordance with Section PS 3450 are adjusted to reflect the
exchange rate at that date. The deferral and amortization of foreign exchange gains and losses relating to
long-term foreign currency denominated monetary items is discontinued. Until the period of settlement,
exchange gains and losses are recognized in the statement of remeasurement gains and losses rather than
the statement of operations. Hedge accounting and the presentation of items as synthetic instruments are
removed.
	There is no material impact on the financial statements as a result of adopting this standard.
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Notes to Financial Statements
3. Loans to municipal units:

(a)	Loans to municipal units in Nova Scotia are made on the security of their debentures and are due in annual
instalments for periods up to a maximum of twenty years. Interest rates on the loans range from 1.000% to
6.125%. Repayment terms are negotiated on specific loans and would normally not exceed twenty years.
(b)	Principal payments receivable from municipal units and due on debentures payable in each of the next five
years are as follows:
Loans to municipal units

Debentures payable

2013

$ 99,226,701

$ 99,232,810

2014

84,111,540

84,112,535

2015

79,958,037

79,954,105

2016

79,839,343

79,830,628

2017

70,568,625

70,561,473

4. Debentures:

The debenture debt outstanding at March 31, 2012 totaling $733,008,304 (March 31, 2011 – $756,510,927; April 1,
2010 – $728,299,838) is in Canadian funds and is fully guaranteed by the Province of Nova Scotia, with the exceptions
of Series “AT” and the “FCM” loans which are private placements. Interest is payable semi-annually, except for Series
“AT”, which is payable annually.
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4. Debentures continued

At year-end, the total debentures due to the Province of Nova Scotia was $729,633,526 (March 31, 2011 –
$754,445,400; April 1, 2010 – $725,883,973).
March 31, 2012

March 31, 2011

April 1, 2010

Series

Date issued

Maturity date
Calendar Year

Interest rate

Amortized cost of
debt outstanding

Amortized cost of
debt outstanding

Amortized cost of
debt outstanding

AP

Jan 30/98

2013 to 2019

6.00–6.125

$ 21,575,669

$ 23,975,889

$ 26,235,026

AT*

May 28/99

2012 to 2015

1.000

675,000

843,750

1,012,500

AV

June 1/00

2010

6.875

—

—

4,654,887

AW

Nov 9/00

2010

6.375

—

—

6,578,951

AX

May 29/01

2011

6.250

—

7,022,169

9,571,874

AY

Nov 7/01

2011

6.000

—

4,288,267

5,849,262

AZ

May 15/02

2012

6.125

11,345,433

15,828,797

20,307,982

BA

Nov 7/02

2012 to 2017

5.625–6.000

4,901,074

7,792,324

10,713,425

BB

Jan 9/03

2012 to 2023

5.913

7,666,526

8,149,599

8,605,326

BC

May 28/03

2012 to 2018

5.375–5.750

12,920,666

17,511,577

22,091,252

BD

Oct 15/03

2012 to 2018

4.875–5.375

6,690,090

8,484,136

10,299,487

BE

June 10/04

2012 to 2019

5.200–5.750

9,557,118

11,929,642

14,295,501

BF

Sept 1/04

2012 to 2024

5.205–5.940

71,500,000

77,000,000

82,500,000

BG

Nov 25/04

2012 to 2019

4.815–5.325

9,642,000

12,551,000

15,458,000

BH

June 1/05

2012 to 2020

4.185–4.880

28,789,000

33,001,000

37,208,000

BI

Nov 22/05

2012 to 2020

4.240–4.830

30,757,000

34,290,000

39,061,000

BJ

June 1/06

2012 to 2021

4.615–5.080

28,419,000

33,305,000

37,953,000

BK

Oct 24/06

2012 to 2021

4.165–4.590

36,024,000

39,766,000

43,506,000

FCM-A**

Oct 31/06

2012 to 2016

2.550

415,400

498,480

581,560

FCM-B**

Mar 5/07

2013 to 2017

2.620

161,925

194,310

226,695

BL

June 1/07

2012 to 2022

4.400–4.770

43,772,000

48,444,000

53,116,000

BM

Oct 17/07

2012 to 2022

4.718–5.210

48,039,000

55,489,000

62,900,000

BN

July 7/08

2012 to 2023

4.279–5.088

40,315,000

44,750,000

49,184,000

Sept 30/08

2012 to 2018

2.190

462,864

528,987

595,110

BP

Oct 24/08

2012 to 2023

4.184–5.480

41,757,000

46,699,000

51,641,000

BQ

June 1/09

2012 to 2024

2.271–5.644

58,963,000

64,575,000

70,184,000

BR

Oct 27/09

2012 to 2024

2.330–4.939

37,123,000

40,547,000

43,970,000

BS

June 29/10

2012 to 2025

2.175–4.875

53,032,000

57,485,000

—

FCM-C**

BT

Nov 9/10

2012 to 2025

1.790–4.410

55,529,000

61,561,000

—

BU

May 30/11

2012 to 2026

1.630–4.597

30,253,000

—

—

BV

Nov 9/11

2012 to 2026

1.219–4.026

41,007,000

—

—

FCM-D**

Nov 5/11

2012 to 2021

1.750

1,272,728

—

—

FCM-E**

Mar 26/12

2013 to 2032

2.000

All debt directly placed with the Province of Nova Scotia except:
* Placed with private investor
** Placed with Federation of Canadian Municipalities
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442,811

—

—

$ 733,008,304

$ 756,510,927

$ 728,299,838

Notes to Financial Statements
5. Employee obligations:

(a) Public Service Awards:
	As at March 31, 2012, the Corporation has recorded a liability in the amount of $68,917 (March 31, 2011 –
$53,917; April 1, 2010 – $38,917) in respect of the provincial public service award for the employees of the
Corporation.
(b) Employee pension plan:
	Total employer contributions for 2012 were $24,029 (March 31, 2011 – $20,507) and are recognized in
administrative expenses in the financial statements. The date of the last actuarial valuation of the Plan was
December 31, 2011. An extrapolation of the entire multi-employer pension plan is as follows:
March 31, 2012

March 31, 2011

$ 4,405,927,000

$ 4,388,119,000

(35,922,000)

(86,159,000)

Fair value of net assets available for benefits

4,370,005,000

4,301,960,000

Accrued pension obligation

4,541,817,000

4,240,670,000

$ (171,812,000)

$ 61,290,000

Actuarial value of net assets
Actuarial value adjustment

Surplus (deficit) of net assets available for benefits over
accrued pension obligation
6. Supplemental cash flow information:

(a) Cash and cash equivalents include:
March 31, 2012
Cash
Short-term investments

$

37,453

March 31, 2011
$

37,526

April 1, 2010
$

109,851

6,307,000

6,403,000

6,252,784

$ 6,344,453

$ 6,440,526

$ 6,362,635

(b) Change in non-cash working capital:
March 31, 2012

March 31, 2011

$ 536,327

$ 191,788

Other receivables

(61)

10,319

Accounts payable

14,771

(20,398)

(544,964)

(199,134)

$ 6,073

$ (17,425)

Accrued interest receivable

Accrued interest payable
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6. Supplemental cash flow information continued

(c)

Supplemental cash flow information:
March 31, 2012

March 31, 2011

Interest paid

$ 33,685,495

$ 34,609,895

Interest received

$ 33,687,960

$ 34,612,149

7. Financial instruments:

(a) Fair value
Fair value measurements recognized in the financial statements (cash and cash equivalents) are categorized
using the fair value hierarchy that reflects the significance of inputs used in determining the fair values.
• Level 1 - unadjusted quoted prices in active markets for identical assets or liabilities;
• Level 2 - inputs other than quoted prices included in Level 1 that are observable for the asset or liability,
either directly or indirectly; and
• Level 3 - inputs for assets and liabilities that are not based on observable market data.
	Cash and cash equivalents have been categorized as Level 1 financial instruments.
(b) Associated risks:
Risk management relates to the understanding and active management of risks associated with all areas of
the business and the associated operating environment. The Corporation’s financial instruments are primarily
exposed to interest rate volatility, credit and liquidity risk.
(i) Interest rate risk
		Interest rate risk is the risk that the market value of the Corporation’s investments and debt will fluctuate
due to changes in market interest rates. Interest rate risk is mitigated due to the fact that the Corporation’s
mandated rate of interest charged on loans to municipal units is directly matched to its cost of borrowing,
thereby mitigating the risk of equity erosion. It is management’s opinion that the Corporation is not exposed
to significant interest rate risk arising from financial instruments.
(ii) Credit risk
		Credit risk is the risk that an issuer or counterparty will be unable or unwilling to meet a commitment that
it has entered into with the Corporation. Due to the existing statutory provision for the recovery of any 		
defaults by municipal units, an allowance for doubtful accounts is not required. Due to the fact that all loans
to municipal units are guaranteed by the Province of Nova Scotia, it is management’s opinion that the
	Corporation is not exposed to significant credit risk arising from financial instruments.
		

During the year and at year-end, there are no loans to municipal units which are past due or considered 		
impaired.
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7. Financial instruments continued

(iii) Liquidity risk:
	Liquidity risk is the risk that an entity will encounter difficulty in meeting obligations associated with
financial liabilities. Liquidity requirements are managed through the receipt of payments on the loans
to municipal units and short-term investments and interest earned on the loans to municipal units and
short-term investments. These sources of funds are used to satisfy debt service requirements on the
debentures and short-term loans and to pay expenses. In the normal course of business, the Corporation
enters into contracts that give rise to commitments for future payments which may also impact the
Corporation’s liquidity. The Corporation also maintains cash on hand for liquidity purposes and to pay
accounts payable and accrued liabilities. It is management’s opinion that the Corporation is not
exposed to significant liquidity risk arising from financial instruments.
	The following table summarizes the contractual maturities for all financial liabilities as at March 31, 2012.
Within
1 year

2 to 5
years

6 to 10
years

Over
10 years

March 31,
2012
total

March 31,
2011
total

April 1,
2010
total

$ 65,220

$—

$—

$—

$ 65,220

$ 50,449

$ 70,847

10,189,073

—

—

—

10,189,073

10,734,037

10,933,171

Employee
obligations

68,917

—

—

—

68,917

53,917

38,917

Debentures

99,232,810

314,458,741

251,390,238

67,926,515

733,008,304

756,510,927

728,299,838

Accounts
payable
Accrued
interest
payable

$109,556,020 $314,458,741 $251,390,238 $ 67,926,515 $743,331,514 $767,349,330 $739,342,773
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Statement – No Compensation to Disclose

Nova Scotia Municipal Finance Corporation
To the best of my knowledge and belief, no employees of
the above organization were paid compensation as defined
in the Public Sector Compensation Disclosure Act, in the
fiscal year 2012, of $100,000 or more.

Bob Houlihan
Chief Executive Officer
July 18, 2012
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