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TO: Vancouver City Council 

FROM: General Manager of Corporate Services / Director of Finance 
In consultation with the City Engineer 

SUBJECT: Borrowing Authority for Neighbourhood Energy Utility 

 
RECOMMENDATION 

THAT Council approve borrowing authority of $5.0 million for the Neighbourhood 
Energy Utility and authorize the Director of Finance to conclude an agreement 
with the Federation of Canadian Municipalities (Green Municipal Fund) for a loan 
of the same value on terms as generally outlined in Appendix A. 

GENERAL MANAGER’S COMMENTS 

The General Manager of Corporate Services recommends approval of the recommendations in 
this report. 

COUNCIL POLICY 

Council establishes borrowing authority to finance capital expenditures in the Neighbourhood 
Energy Utility. 
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PURPOSE 

The purpose of this report is to seek Council approval for borrowing authority of $5 million for 
the Southeast False Creek Neighbourhood Energy Utility and to seek authority for the Director 
of Finance to enter into a loan agreement of the same value with the Federation of Canadian 
Municipalities (Green Municipal Fund). 

BACKGROUND 

On March 2, 2006, Council approved in principle the creation of a False Creek Neighbourhood 
Energy Utility (NEU) to provide for space heating and domestic hot water to multi-family 
residential, commercial, institutional and industrial buildings within the SEFC ODP area.  
Council also approved interim development financing to a maximum of $14.0 million from the 
Capital Financing Fund (CFF).  Staff are to report back with the final financing plan once the 
project is nearing start-up, however, it has been anticipated that this would include 
debenture funding. 
 
During the spring 2007 session, the provincial legislature approved amendments to the 
Vancouver Charter to enable the City to create, finance and operate the NEU.  Among the 
provisions approved was authority for Council to approve borrowing authority for the utility 
without reference to the electorate.  These are similar authorities as those available for 
sewer and water borrowing. 
 
The Federation of Canadian Municipality (FCM) Green Municipal Fund (GMF) provides loans 
and grants, builds capacity, and shares knowledge to support municipal governments that are 
more environmentally, socially and economically sustainable.  The Government of Canada has 
endowed the FCM with $550 million to establish the GMF to provide a long-term, sustainable 
source of financing for municipal governments and their partners.  
 
To ensure the greatest possible impact, FCM uses the GMF to invest in plans, studies and 
projects that provide the best examples of municipal leadership in sustainable development 
and that can be replicated in other communities. FCM develops case studies and other tools 
to support other municipal governments that are prepared to follow these examples. 
 
On May 23, 2007, the GMF issued an RFP offering loans, or grant and loan contributions to 
support district energy projects whose primary fuel source is renewable or waste energy.  A 
primary condition of the program is that projects must result in a net greenhouse gas emission 
reduction of at least 50%, as compared to business as usual.  The City of Vancouver responded 
with a proposal seeking financing to support the development of the Southeast False Creek 
Neighbourhood Energy Utility based on its use of sewage heat recovery technology as a 
primary heat source. 

DISCUSSION 

On January 11, 2008, the City was informed that the Southeast False Creek NEU had been 
approved for a FCM GMF loan of up to $5 million (Appendix A).   The basic terms of the GMF 
loan are as follows.  
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- Loan term is ten years. 

- Loan interest rate is the ten-year Government of Canada bond rate at the time of 
issuance, less 1.5%. 

- Funds will be disbursed to the City one year after project completion, upon third-party 
verified confirmation that the NEU has reduced greenhouse gas emissions by more than 
50% from the business-as-usual baseline, which is to be defined in the Loan 
Agreement. 

The loan offer and details of the loan terms can be found in the term sheet Appendix A of this 
report. If Council supports the staff recommendation to allow the City to take advantage of 
the GMF loan, the Director of Finance will enter into direct negotiations with the FCM to 
confirm detailed loan conditions and terms, based on the initial term sheet shown in 
Appendix A. 
 
If borrowed, these funds will be applied to the construction of the NEU infrastructure, 
including the Community Energy Centre in Southeast False Creek.   Repayment requirements 
of this loan will become part of the ongoing operating costs of the NEU with recovery from 
user fees. 

FINANCIAL IMPLICATIONS 

The proposed FCM loan will be utilized as one source of financing for the NEU.  This offer is 
attractive because the loan terms involve rates which are lower than the City could normally 
borrow in the market.  At current rates, the interest rate on this loan would be approximately 
2.4% per annum – approximately half of the City’s normal borrowing costs - which would 
represent annual debt service savings of approximately $110,000 to the NEU. 

CONCLUSION 

In this report, staff recommend that Council approve the creation of $5 million of borrowing 
authority for the Southeast False Creek Neighbourhood Energy Utility, which would allow the 
City to enter into a loan agreement with the Federation of Canadian Municipalities Green 
Municipal Fund. This loan is offered at a preferential interest rate that would allow the NEU 
to save approximately $110,000 per year in debt service costs, over the ten year term of the 
loan.  
 
 
 

* * * * * 
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Letter from FCM Confirming Approval of Green Municipal Fund Loan for the SEFC 
Neighbourhood Energy Utility. 












