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Amending O. Reg. 438/97

(Eligible Investments)

1.  The title to Ontario Regulation 438/97 is amended by adding “AND RELATED FINANCIAL AGREEMENTS” at the end.


2.  (1)  Paragraph 1 of section 2 of the Regulation is amended by adding the following subparagraphs:


iv.1
the Ontario Strategic Infrastructure Financing Authority,

.     .     .     .     .


v.1
a post-secondary educational institution that is authorized to engage in an activity described in section 3 of the Post-secondary Education Choice and Excellence Act, 2000,


v.2
the board of governors of a college of applied arts and technology of Ontario,


(2)  Paragraph 1 of section 2 of the Regulation is amended by striking out “or” at the end of subparagraph vi and by adding the following subparagraphs:


vi.1
a board of a public hospital within the meaning of the Public Hospitals Act,


vi.2
a non-profit housing corporation incorporated under section 13 of the Housing Development Act,


vi.3
a local housing corporation as defined in section 2 of the Social Housing Reform Act, 2000, or


(3)  Subparagraph 3 i of section 2 of the Regulation is amended by striking out “Schedule 1 or II” and substituting “Schedule I, II or III”.


(4)  Paragraph 4 of section 2 of the Regulation is amended by striking out “or evidence of long-term indebtedness” and substituting “promissory notes or other evidence of indebtedness”.


(5)  Subparagraphs 5 i, ii and iii of section 2 of the Regulation are revoked and the following substituted:


i.
a post-secondary educational institution that is authorized to engage in an activity described in section 3 of the Post-secondary Education Choice and Excellence Act, 2000,


ii.
the board of governors of a college of applied arts and technology of Ontario, or


iii.
a board of a public hospital within the meaning of the Public Hospitals Act.


(6)  Paragraph 6 of section 2 of the Regulation is amended by adding “promissory notes, other evidence of indebtedness” after “Bonds, debentures”.


(7)  Section 2 of the Regulation is amended by adding the following paragraphs:


6.1.
Bonds, debentures, promissory notes or other evidence of indebtedness issued or guaranteed by a supranational financial institution or a supranational governmental organization, other than the International Bank for Reconstruction and Development.

.     .     .     .     .


7.1
Bonds, debentures, promissory notes or other evidence of indebtedness issued by a corporation that is incorporated under the laws of Canada or a province of Canada, the terms of which provide that the principal and interest shall be fully repaid more than five years after the date on which the municipality makes the investment.


7.2
Bonds, debentures, promissory notes or other evidence of indebtedness issued by a corporation that is incorporated under the laws of Canada or a province of Canada, the terms of which provide that the principal and interest shall be fully repaid more than one year and no later than five years after the date on which the municipality makes the investment.

.     .     .     .     .


8.1
Shares issued by a corporation that is incorporated under the laws of Canada or a province of Canada.

.     .     .     .     .


10.
Bonds, debentures, promissory notes or other evidence of indebtedness of a corporation if the municipality first acquires the bond, debenture, promissory note or other evidence of indebtedness as a gift in a will and the gift is not made for a charitable purpose.


11.
Securities of a corporation, other than those described in paragraph 10, if the municipality first acquires the securities as a gift in a will and the gift is not made for a charitable purpose.


12.
Shares of a corporation if,


i.
the corporation has a debt payable to the municipality,


ii.
under a court order, the corporation has received protection from its creditors,


iii.
the acquisition of the shares in lieu of the debt is authorized by the court order, and


iv.
the treasurer of the municipality is of the opinion that the debt will be uncollectable by the municipality unless the debt is converted to shares under the court order.


3.  (1)  Subsection 3 (1) of the Regulation is amended by striking out “under subparagraph iii of paragraph 1 or paragraph 4 of section 2” in the portion before clause (a) and substituting “under subparagraph iii, v.1, v.2, vi.1, vi.2 or vi.3 of paragraph 1 of section 2 or under paragraph 4”.


(2)  Subsection 3 (1) of the Regulation is amended by adding the following clause:


(b.1)
by Fitch Ratings as “AA-” or higher;


(3)  Subsection 3 (2) of the Regulation is revoked. 


(4)  Section 3 of the Regulation is amended by adding the following subsection:


(2.1)  A municipality shall not invest in a security under paragraph 6.1 of section 2 unless the security is rated,


(a)
by Dominion Bond Rating Service Limited as “AAA”;


(b)
by Fitch Ratings as “AAA”;


(c)
by Moody’s Investors Services Inc. as “Aaa”; or


(d)
by Standard and Poor’s as “AAA”.


(5)  Subsection 3 (3) of the Regulation is amended by adding the following clause:


(a.1)
by Fitch Ratings as “AAA”;


(6)  Subsection 3 (4) of the Regulation is amended by adding the following clause:


(a.1)
by Fitch Ratings as “F1+”;


(7)  Section 3 of the Regulation is amended by adding the following subsections:


(4.1)  A municipality shall not invest in a security under paragraph 7.1 of section 2 unless the security is rated,


(a)
by Dominion Bond Rating Service Limited as “A” or higher;


(b)
by Fitch Ratings as “A” or higher;


(c)
by Moody’s Investors Services Inc. as “A2”; or


(d)
by Standard and Poor’s as “A”.


(4.2)  A municipality shall not invest in a security under paragraph 7.2 of section 2 unless the security is rated,


(a)
by Dominion Bond Rating Service Limited as “AA(low)” or higher;


(b)
by Fitch Ratings as “AA-” or higher;


(c)
by Moody’s Investors Services Inc. as “Aa3” or higher; or


(d)
by Standard and Poor’s as “AA-” or higher.


(8)  Subsection 3 (5) of the Regulation is amended by adding the following clause:


(a.1)
by Fitch Ratings as “F1+”;


(9)  Section 3 of the Regulation is amended by adding the following subsections:


(10)  Subsections (7), (8) and (9) do not prevent a municipality from holding or disposing of a security described in paragraph 9 of section 2 issued by a corporation incorporated under section 142 of the Electricity Act, 1998, if the municipality acquired the security through a transfer by-law or otherwise under that Act.


(11)  A municipality shall sell an investment described in paragraph 10 or 11 of section 2 within 90 days after ownership of the investment vests in the municipality.


(12)  If an investment described in subsection (1), (2.1), (4.1) or (4.2) falls below the standard required by the subsection, the municipality shall sell the investment within 90 days after the day the investment falls below the standard.


4.  (1)  Clause 4.1 (1) (a) of the Regulation is amended by striking out the portion before subclause (i) and substituting the following:


(a)
the municipality itself is rated, or all of the municipality’s long-term debt obligations are rated,

.     .     .     .     .


(2)  Clause 4.1 (1) (a) of the Regulation is amended by adding the following subclause:


(i.1)
by Fitch Ratings as “AA-” or higher,


(3)  Section 4.1 of the Regulation is amended by adding the following subsections:


(1.1)  A municipality shall not invest in a security under paragraph 7.1 or 8.1 of section 2 unless, on the date the investment is made, the municipality has entered into an agreement with the Local Authority Services Limited and the CHUMS Financing corporation to act together as the municipality’s agent for the investment in the security.


(1.2)  Subsection (1.1) does not apply to investments in securities by the City of Ottawa if all of the following requirements are satisfied:


1.
Only the proceeds of the sale by the City of its securities in a corporation incorporated under section 142 of the Electricity Act, 1998 are used to make the investments.


2.
The investments are made in a professionally-managed fund.


3.
The terms of the investments provide that,


i.
where the investment is in debt instruments, the principal must be repaid no earlier than seven years after the date on which the City makes the investment, and


ii.
where the investment is in shares, an amount equal to the principal amount of the investment cannot be withdrawn from the fund for at least seven years after the date on which the City makes the investment.


4.
The City establishes and uses a separate reserve fund for the investments.


5.
Subject to paragraph 6, the money in the reserve fund, including any returns on the investments or proceeds from their disposition, are used to pay capital costs of the City and for no other purpose.


6.
The City may borrow money from the reserve fund but must repay it plus interest.


(4)  Subsection 4.1 (2) of the Regulation is amended by striking out “The investment under clause (b)” at the beginning in the portion before clause (a) and substituting “The investment made under clause (1) (b) or described in subsection (1.1), as the case may be”.


5.  Subsection 7 (3) of the Regulation is revoked.


6.  Clause 8 (2) (c) of the Regulation is amended by striking out “all investments were made in accordance with” and substituting “all investments are consistent with”. 


7.  The Regulation is amended by adding the following section:


8.1  If an investment made by the municipality is, in the treasurer’s opinion, not consistent with the investment policies and goals adopted by the municipality, the treasurer shall report the inconsistency to the council of the municipality within 30 days after becoming aware of it.


8.  Subsection 9 (1) of the Regulation is amended by adding the following clause:


(b.1)
by Fitch Ratings as “AA-” or higher;


9.  The Regulation is amended by adding the following sections:

Forward Rate Agreements


10.  (1)  A municipality that enters into an agreement to make an investment on a future date in a security prescribed by section 2 may enter one or more forward rate agreements with a bank listed in Schedule I, II or III to the Bank Act (Canada) in order to minimize the cost or risk associated with the investment because of fluctuations in interest rates.


(2)  A forward rate agreement shall provide for the following matters:


1.
Specifying a forward amount, which is the principal amount of the investment or that portion of the principal amount to which the agreement relates.


2.
Specifying a settlement day, which is a specified future date.


3.
Specifying a forward rate of interest, which is a notional rate of interest applicable on the settlement day.


4.
Specifying a reference rate of interest, which is the market rate of interest payable on a specified future date on an acceptance issued by a bank listed in Schedule I, II or III to the Bank Act (Canada).


5.
Requiring a settlement payment to be payable on the settlement day if the forward rate and the reference rate of interest are different.


(3)  A municipality shall not enter a forward rate agreement if the forward amount described in paragraph 1 of subsection (2) for the investment whose cost or risk the agreement is intended to minimize, when added to all forward amounts under other forward rate agreements, if any, relating to the same investment, would exceed the total amount of the principal of the investment.


(4)  A municipality shall not enter a forward rate agreement unless the settlement day under the agreement is within 12 months of the day on which the agreement is executed.


(5)  A municipality shall not enter a forward rate agreement if the settlement payment described in paragraph 5 of subsection (2) exceeds the difference between the amount of interest that would be payable on the forward amount calculated at the forward rate of interest for the period for which the investment was made and the amount that would be payable calculated at the reference rate of interest.


(6)  A municipality shall not enter a forward rate agreement except with a bank listed in Schedule I, II or III to the Bank Act (Canada) and only if the bank’s long-term debt obligations on the day the agreement is entered are rated,


(a)
by Dominion Bond Rating Service as “A(high)” or higher;


(b)
by Fitch Ratings as “A+” or higher;


(c)
by Moody’s Investors Service Inc. as “A1” or higher; or


(d)
by Standard and Poor’s as “A+” or higher.


11.  (1)  Before a municipality passes a by-law authorizing a forward rate agreement, the council of the municipality shall adopt a statement of policies and goals relating to the use of forward rate agreements.


(2)  The council of the municipality shall consider the following matters when preparing the statement of policies and goals:


1.
The types of investments for which forward rate agreements are appropriate.


2.
The fixed costs and estimated costs to the municipality resulting from the use of such agreements.


3.
A detailed estimate of the expected results of using such agreements.


4.
The financial and other risks to the municipality that would exist with, and without, the use of such agreements.


5.
Risk control measures relating to such agreements, such as,


i.
credit exposure limits based on credit ratings and on the degree of regulatory oversight and the regulatory capital of the other party to the agreement,


ii.
standard agreements, and


iii.
ongoing monitoring with respect to the agreements.


12.  (1)  If a municipality has any subsisting forward rate agreements in a fiscal year, the treasurer of the municipality shall prepare and present to the municipal council once in that fiscal year, or more frequently if the council so desires, a detailed report on all of those agreements.


(2)  The report must contain the following information and documents:


1.
A statement about the status of the forward rate agreements during the period of the report, including a comparison of the expected and actual results of using the agreements.


2.
A statement by the treasurer indicating whether, in his or her opinion, all of the forward rate agreements entered during the period of the report are consistent with the municipality’s statement of policies and goals relating to the use of forward rate agreements.


3.
Such other information as the council may require. 


4.
Such other information as the treasurer considers appropriate to include in the report.

Back to top
