
Template revised: June 2018 

 REPORT TO THE BOARD OF GOVERNORS 

 SUBJECT UBC ANNUAL DEBT REPORT 
  

MEETING DATE SEPTEMBER 12, 2019 

APPROVED FOR 
SUBMISSION 

Forwarded on the Recommendation of the President 

Santa J. Ono, President and Vice-Chancellor 

 FOR INFORMATION 
  

Report Date August 13, 2019 
  

Presented By Peter Smailes, Vice-President Finance & Operations 
 

 

EXECUTIVE SUMMARY 

In accordance with the January 2004 Board-approved Debt Issuance and Application guidelines and the July 2009 
Board-established ceiling on centrally funded debt guideline, this report summarizes key borrowing initiatives and 
other relevant information pertaining to debt and debt issuance at June 30, 2019 together with projections for 
upcoming years.  This report is submitted annually; the previous report was submitted September 27, 2018. 

UBC Key Ratios 

  Target FY2019 FY2020 FY2021 FY2022 FY2023 
(Actual) (Forecast) (Forecast) (Forecast) (Forecast) 

External Debt Ratios1             

Debt Burden < 5.5% 0.99% 1.01% 0.97% 0.94% 0.91% 

Debt Service Coverage > 1.1x 10.09x 8.61x 8.12x 8.61x 9.14x 

Expendable Resources to Debt > 1.0x   0.82x  0.98x 0.74x 0.70x 0.67x 

Internal Debt Ratio          
Operating Debt Burden < 3.0% 1.74% 1.89% 2.12% 2.40% 3.00% 

Total Debt Ratios2             
Total Debt Burden < 5.5% 3.79% 4.17% 4.55% 4.82% 5.39% 

Debt Service Coverage >1.1x 2.63x 2.08x 1.74x 1.69x 1.54x 

The University currently remains within the thresholds set by Board for all but one ratio - Expendable Resources 
to Debt. Expendable Resources to Debt measures the ratio of spendable cash and investments3 to total debt and 
has a target of greater than 1.0x.  Despite improvements to this ratio the past few years, the Integrated Renewal 
Program (IRP) projects and proposed new student residence projects will continue to put pressure on this and 
other ratios. It may be noted that credit rating agencies do not typically focus upon single ratios and the University’s 
other key ratios display a favorable or comparable position relative to the median of Aaa/Aa1 US Schools. Finally, 
it should be understood that the total debt ratios are meant to demonstrate the impact on ratios should the 
University seek external funding for all internally financed projects. The total debt ratios are based on an internal 
financing rate of 5.75%.  

                                                            
1 External ratios are based on external debt only 
2 Total debt ratios include both external debt and internal debt financed by working capital 
3 Unrestricted operating assets, internally restricted reserves and discretionary endowments 
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Looking forward, current projections forecast combined internal and external debt levels to peak by the end of 
FY2023.  Correspondingly, this will cause the total debt burden to rise to 5.39% but still remain below the upper 
5.5% limit set by the Board. The rise is mostly due to the IRP upgrades and proposed new student residences. 
Should the Student Housing GBE proceed, the debt burden ratio will decrease significantly as debt will be shifted 
to the GBE. In addition, the IRP upgrades are projected to cause the operating debt burden to test the 3.0% 
threshold. However, the IRP loans are set to repay within 10 years and so the impacted ratios will decrease rapidly 
in subsequent years. 

Overall liquidity is sufficient to meet planned capital projects and is projected to reach a low of $334m in FY2023.  
It is expected that a sufficient buffer of cash above target minimum liquidity4 of $277m will be maintained. On the 
other hand, underpinning liquidity are assumed Land Lease Proceeds inflows and a level of caution in approving 
additional projects within that timeframe is required if the probability of achieving those inflows is reduced. 

Meanwhile, the University’s borrowing and internal lending processes are consistent with “internal bank” best 
practices employed at major US universities such as Harvard and University of California and the University’s credit 
rating is the highest of any Canadian university. 

Appendices 
i. Debt Issuance and Application Guidelines 

ii. Existing External Debt 
iii. Key Debt Ratios 
iv. Debt Burden Ratio 
v. Internal Loan Listing 

vi. Projected Capital Financing Plan 

STRATEGIC CORE AREAS SUPPORTED 

☐ People and Places ☐ Research Excellence ☐ Transformative Learning ☐ Local / Global Engagement 

DESCRIPTION & 
RATIONALE 

In accordance with the January 2004 Board approved Debt Issuance and Application 
guidelines (see Appendix i) and the July 2009 Board established ceiling on centrally funded 
debt guideline, this report summarizes key borrowing initiatives and other relevant 
information pertaining to debt and debt issuance including:  

a.  listing of all University and related entity borrowing including original principal, term, 
interest rate, and current status of principal or sinking fund repayment,  

b. trend analysis of key ratios, weighted average cost of debt service, and relevant 
projections,  

c.  listing of projects dependent upon debt,  

d.  review of other university best practices, and  

e. credit rating status.  

The guidelines also establish an upper limit for the University’s aggregate borrowing that is 
based upon the application of the following criteria:  

1)  Any long-term University borrowing from an external third party to replenish working 
capital can neither result in an increase to the University’s debt burden ratio such that the 
projected rate over time would exceed 5.5%, nor shall such a borrowing provoke a 
downgrade of any one of the University’s credit ratings.  

                                                            
4 Target minimum liquidity – As per fiscal strategy report (45 days of expenses – FY20) 
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2)  Internal long-term loans for projects financed from working capital must further 
contemplate the prospective impact upon long term debt such that any third party 
borrowing required to replenish working capital, as a result of approvals of such projects, 
shall not result in a debt burden ratio exceeding 5.5%.   

3)   Centrally or faculty funded debt service as a percentage of operating revenues should not 
exceed 3.0%. 

This submission follows the outline as specified in the guidelines referenced above.  

ANNUAL REPORT ON DEBT ISSUANCE & APPLICATION  

a) Listing of all University and Related Entity Borrowing  

As at June 30, 2019 the University had $352m outstanding principal on external long term 
debt, net of $25m of sinking funds, with a weighted average cost of 5.80% (see Appendix 
ii). The composition of the debt is as follows: $250m debenture (“bond”) issue debt, 
$125m Provincial fiscal agency loans, $2.2m CMHC mortgages less $25m sinking funds 
related to Provincial fiscal agency loans (ref.  Appendix (ii) for a detailed listing). The 
University has internally financed a further $756m of long term debt via the use of the 
Student Housing Finance Endowment ($185m), an additional Endowment Borrowing 
($97m), and core working capital ($474m). 

b) Key Borrowing Ratios and Weighted Average Cost of Debt Service  

The following key ratios measure debt burden, debt coverage and viability:  

a. The Debt Burden Ratio (defined as debt service payments as a percentage of total 
revenues) determines practical debt capacity and is limited to 5.5%. The University’s 
debentures are secured by a general pledge of all University revenues and therefore 
annual debt service as a percentage of total revenues is one of the key benchmark 
ratios.   

b. The Debt Service Coverage Ratio determines the financial comfort level with which 
the University can meet debt service payments and is defined as operating cash flow 
divided by debt service payments.  A target ratio of 1.1x indicates the University 
should have at least 1.1x annual debt service payments in operating cash flow.  For 
example, if the University has $50m in debt service payments annually, total 
operating revenues less expenses before debt service should be $55m.   

c. The Expendable Resources to Debt Ratio measures the amount of ratio of spendable 
cash and investments to total debt. A target ratio of 1.0 indicates the University 
should have available reserves equal to total debt. UBC’s calculation of expendable 
resources is based on the Moody’s calculation methodology, which includes 
unrestricted operating assets, internally restricted reserves and discretionary 
endowments in the numerator of the ratio.   
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UBC Key Ratios 

  
Target 

FY2019 FY2020 FY2021 FY2022 FY2023 
(Actual) (Fcst) (Fcst) (Fcst) (Fcst) 

External Debt Ratios5             
Debt Burden < 5.5% 0.99% 1.01% 0.97% 0.94% 0.91% 

Debt Service Coverage > 1.1x 10.09x 8.61x 8.12x 8.61x 9.14x 
Expendable Resources to 
Debt > 1.0x   0.82x  0.98x 0.74x 0.70x 0.67x 

Internal Debt Ratio          
Operating Debt Burden < 3.0% 1.74% 1.89% 2.12% 2.40% 3.00% 

Total Debt Ratios6             
Total Debt Burden < 5.5% 3.79% 4.17% 4.55% 4.82% 5.39% 

Debt Service Coverage >1.1x 2.63x 2.08x 1.74x 1.69x 1.54x 

The University’s Total Debt Burden currently remains under the Board mandated 5.5% 
threshold even when internally financed projects are considered. The Debt Service 
Coverage also remains healthy and outpaces the target ratio of 1.1x. However, the 
drawdown of working capital to fund University projects has put pressure on Expendable 
Resources to Debt which remains below the University’s target ratio of 1.0x. Despite 
improvements in this ratio these past few years, going forward the Integrated Renewal 
Program (IRP) projects and proposed new student residence projects will continue to put 
pressure on this and other ratios. It may be noted that credit rating agencies do not 
typically focus upon single ratios and the University’s other ratios display a favorable or 
comparable position relative to the median of Aaa/Aa1 US Schools (see Appendix iv).  
Finally, it should be understood that the internal debt ratios are meant to demonstrate 
the impact on ratios should the University seek external funding for all internally financed 
projects. The internal ratios are based on the internal financing rate of 5.75%. 

c) Projects Dependent Upon Debt 

Current projections forecast combined internal and external debt levels to peak in 
FY2023 at $1.8b. The total debt burden ratio in FY2023 is projected at 5.39% and is close 
to exceeding the 5.5% target. This will need to be monitored closely in relation to revenue 
projections as the University proceeds with the capital expansion plan. Should the 
Student Housing GBE proceed, the debt burden ratio should decrease significantly as the 
debt is repaid. 

At the July 2009 Board meeting, the Board established an operating debt burdern ceiling 
of 3.0%, to assess all central/faculty funded debt service as a percentage of operating 
revenues. As shown in Appendix (iv) the University is forecasted to test this cap in FY2023 
as a result of the IRP. However, the IRP loans are set to repay within 10 years and so the 
impacted ratios will decrease rapidly in the years following.  

                                                            
5 External ratios are based on external debt only 
6 Total debt ratios include both external debt and internal debt financed by working capital 
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The University has a capital expansion plan with debt financing and working capital 
contributing to the funding of many projects. This past fiscal year saw the continuation 
of the Student Housing Finance Endowment which has now grown to $184.8m (as of 
March 31, 2019). This initiative is designed to invest land lease endowment proceeds to 
finance student residences and helped ensure availability of liquidity to finance all Board 
approved projects as of March 2019 (see listing Appendix v).  In addition, UBC entered 
into an $100m borrowing arrangement with the endowment to finance the Orchard 
Commons residence. Currently, $686m of the University’s capital is tied up in funding 
capital projects (including outstanding construction deficits).  

However, as the Projected Capital Financing Plan (see Appendix vi) demonstrates, overall 
liquidity appear sufficient to meet planned capital projects.  Liquidity is projected to reach 
a low of $334m in FY2023 and retain a sufficient buffer of cash above current target 
minimum liquidity of $277m. On the other hand, underpining the Capital Financing Plan 
are assumed land lease proceeds inflows and a level of caution in approving additional 
projects within that timeframe is required if the probability of achieving those inflows is 
reduced. 

d) Other University Best Practices  

While UBC’s debt profile and guidelines are consistent with larger Canadian universities, 
we are increasingly focused on US university best practices to advance our debt 
framework. UBC’s borrowing and internal lending processes are consistent with “internal 
bank” best practices employed at major US universities such as Harvard and University 
of California.  

e) Credit Rating Status  

The University’s credit ratings were reaffirmed at Aa1 and AA+ from Moody’s (December 
2018) and Standard & Poor’s (March 2019) respectively. UBC has the highest credit 
ratings of any university in the country. 

BENEFITS 
 

The benefits of monitoring the University’s debt levels are to ensure financial sustainability 
and latitude to continue with capital development. 

RISKS 
 

The Debt Ratios measure the extent to which the University can manage its debt service 
commitments. Exceeding the thresholds set by the Board could lead to financial exposure and 
a downgraded credit rating, which in turn would affect the external cost of borrowing. 

COSTS N/A 

FINANCIAL 
Funding Sources, 

Impact on Liquidity 

Debt Ratios are updated to June 30, 2019 and account for upcoming capital projects that are 
approved and scheduled as priority projects within the current financial plan 

 

Previous Report Date September 27, 2018 

Decision N/A 

Action / Follow Up For Information Only 
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Appendix (i) 
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Appendix (ii) 

        

Existing External Debt  
As of March 31, 2019 (in $’000’s) 

 

Project Principal Year of Term Interest  Outstanding  
  Advanced Advance (Years) Rate   Principal 

 

CMHC Loans:        

Totem Park 2,520 1965 50 6.25%                80   
Place Vanier 1,232 1969 50 6.38%                40   
Gage #1 5,170 1972 50 7.88%           1,251   
Gage #2 3,307 1973 50 7.25%              844   

 21,122              2,214   
        

Ministry of Finance Loans:        

Debenture Issuance #3 125,000 2007 30 4.71%  99,749 1  

 125,000           99,749  
        

UBC Bond Issuances:        

Debenture Issuance #1 125,000 2001 30 6.65%       125,000  
Debenture Issuance #2 125,000 2005 30 5.79%       125,000  

 250,000           250,000  
        

Weighted Average Cost of Debt 5.80%      
Total Existing External Debt          351,963  

        

        

        

(1)     Net of Sinking Funds or Principal Repayments      
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Key Debt Ratios      [SP1][LN(2]                     
Appendix (iii) 
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Appendix (iv) 
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Appendix (v) 
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Appendix (vi) 

PROJECTED CAPITAL FINANCING PLAN  

(BY PROJECT TYPE)  

 

                                                            
7 Projected liquidity as of Aug 31st, 2019. Projections are shown for assumed low point for liquidity (Aug 31st of each year) 

  FY2020 FY2021 FY2022 FY2023 

Opening Balance  7257 622 460 336 

 Cash and Cash Equivalents  16    

 Core Working Capital Fund  663    

 UBC PT Promissory Notes  47    

Projected Cash Inflows  114 134 152 101 

 Net Land Lease Proceeds  51 79 96 44 

 Internal Loan Principal Repayment  33 35 46 57 

 Net Operating Cash Flow  30 20 10 0 

Projected Cash Available   839 756 612 437 

      
Student Housing  (77) (173) (128) (5) 

 Skeena (UBCO) In Construction (17) (2)   

 Nechako (UBCO) In Construction (21) (26)   

 Pacific Residence Board 3 (29) (96) (36)  

 Brock Phase 2 Board 2 (10) (50) (91) (5) 

Academic  (10) (49) (94) (83) 

 Douglas Kenny In Construction (4)    

 Arts Student Centre Board 1 (2) (6)   

 UBC Farm (The Hive) Pre-Board (4) (5)   

 SALA Building Pre-Board  (23) (2)  

 Gateway South Pre-Board  (15) (75) (45) 

 Biomedical Engineering Pre-Board   (12) (18) 

 Sauder Expansion Pre-Board   (5) (20) 

IT Projects  (108) (59) (22)  

 Integrated Renewal Project Ongoing (100) (56) (21)  

 EMMS/Other Ongoing (8) (3) (1)  

Land Development/Infrastructure/Utilities (22) 1 (17) 0 

 Bioenergy Facility In Construction (3)    

 Hot Water Conversion In Construction (1)    

 IIC Projects (Net cash impact) Ongoing (18) 1 (3) 0 

 Wall Centre/Great Northern Way Pre-Board   (14)  

Other      

 Reserve Drawdown  Ongoing (0) (15) (15) (15) 

Total Capital Projects Outflow  (217) (296) (276) (103) 

Projected Ending Cash & Working Capital 622 460 336 334 

 Target Minimum Liquidity (45 days – FY20)  277 277 277 277 

Total Available Additional Capacity   345 183 59 57 

(Projected Unspent SHFE)  126 172 127 98 
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