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Study on the Role of Municipal Bonds in a Canadian

Institutional Bond Portfolio

The organization of municipalities’

In Canada, the organization of municipalities became
structured at the same time as the new country was forming,
in the middle of the 19th century. However, Canadian
municipalities do not have any constitutional foundation.
They are created by provincial legislation and it is this general
legislation that defines what they can do, how they should

be administered and from which sources they can derive
revenues. Although local municipalities are, strictly speaking,
decentralized bodies, their primary and, unquestionably,
dominant role is to provide local public services in the areas

of responsibility that are explicitly delegated to them by the
provincial government. This said, the status, roles and number
of municipalities vary considerably from one province to the
next. In the early 2000s, Canada had 3,731 local municipalities
(See Figure 1), some rural and others urban. Some provinces
are making rationalization efforts, whereas since the end of the
1960s, three Canadian provinces have created supra municipal
bodies. Over the past decade, excessive fragmentation,
particularly in urban areas, has been the focus of major debates,
prompting the governments of many provinces to impose a
reduction in the number of municipalities.

The spending budget of Canadian municipalities reached
$43.3 billion in 1999, representing close to one tenth of public
spending. Canadian municipalities are responsible for public
spending on, in order of budget size, transportation, public
safety, environmental health, and recreation and culture.
These activities represent the biggest budget items. Other
municipal functions include urban and land-use planning, and
participation in social housing construction and in promotion
of economic and tourism development. With the exception of
Ontario, municipalities are no longer involved in the health,

1 Groupe de recherche sur l'innovation municipale (GRIM), September 2003
2 Data from provincial ministries of municipal affairs, March 2003

social services and education sectors, in the interest of equity
and efficiency. For Canada as a whole, per capita municipal
spending came to $1,494 in 2000. However, the variations
between provinces are significant in terms of both volume of
activities and the specific nature of interventions and of services
provided. In 2000, per capita municipal spending ranged from
$364 in Prince Edward Island, the smallest Canadian province
in all respects, to $1,912 in Ontario.

1. Number and density of Canadian municipalities
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Province or Territories municipalities> /100 000 Population
people

Newfoundland 286 557 512930
Prince Edward Island 75 55.4 135294
Nova Scotia 7 8.4 908 007
New Brunswick 103 7.8 729 498
Quebec 1147 15.8 7237 479
Ontario 448 39 11410 046
Manitoba 199 177 1119583
Saskatchewan 829 84.6 978 933
Alberta 352 1.8 2974 807
British Columbia 154 3.9 3907738
Yukon 8 27.8 28 674
Nunavut 25 92.6 26745
Northwest Territories 16 432 37 360
Canada 3731 12.4 30007 094



As for the financial framework, Canadian municipalities enjoy
considerable financial and fiscal autonomy. For example, close
to 85% of municipal revenues come from local sources. Of
course, this autonomy is subject to close oversight, since the
number and variety of taxation powers and methods are defined
by the provincial governments. In practice, municipalities have
been confined to a limited number of tax sources, namely fees
and taxes, which are generally based on property values. These
are the main sources of revenue for Canadian municipalities,
accounting for 54.3% of their revenue. All the Canadian
provinces leave property taxation to the local public sector
(municipalities and school boards). Conversely, funding from
higher levels of government is relatively small. Since 1970, we
have seen a general decrease, in all provinces, of its relative
size. Government transfers accounted for 47.1% of municipal
revenues in 1970; today they represent only 12.3%. The last
major revenue source is fees for municipal services, which
account for 20% of municipal revenues.

Among today’s metropolitan areas, nine are emerging as
pivotal players in Canada’s economic and political reality:
Vancouver, Edmonton, Calgary, Winnipeg, Toronto, Ottawa,
Montreal, Quebec City and Halifax. Improved governance has
become a key issue on the Canadian metropolitan scene. Many
of these metropolitan areas have been the subject of aggressive
territorial organization reform policies, spearheaded by the
provincial governments with the support of major city political
and administrative authorities.

In most cases, major municipal reorganizations were carried
out by merging local municipalities with the existing regional
body, thus ending a type of two-level institutional arrangement
that had become widespread since the late 1960s. In addition,
the creation of new big cities has often been accompanied by
the establishment of decentralized structures at the borough or
neighbourhood level.

From a political standpoint, local municipalities are generally
administered by a council elected by universal suffrage,
comprising the mayor and a variable number of municipal
councillors (or aldermen). However, what distinguishes the
municipal level is the stated and shared desire of all the
stakeholders (elected officials and voters) to ensure that
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municipal political life remains “non-partisan.” Also, generally
speaking, there are often no municipal political parties, and
candidates who run for office avoid identifying with the
federal or provincial political parties. Even in the big cities,

the electoral process often crystallizes through circumstantial
coalitions that form, for example, around a mayoral candidate.
Although their formal authority is limited, mayors do have
significant legal, administrative, political and symbolic powers.
They must nevertheless deal with mechanisms ensuring a
clear separation of the political body from the administrative
entity so that the former does not influence the latter. In
addition, both the elected officials and the administrators

of a municipality must deal with the supervisory authority
that the provincial government necessarily exercises over
municipal institutions. During the 1990s, a certain overhaul

of municipal legislations was observed; and these implied a
certain loosening of provincial controls, a new appreciation of
municipal power and a strengthening of municipal autonomy
through the granting of greater flexibility in the exercise of
powers.

In fact, for close to twenty years now, municipal organizational
reforms have taken place in all Canadian provinces. For
example, territorial organization has been reviewed in many
localities. Other reforms have affected taxation, the delegation
of responsibilities and powers by the provincial government,
administrative efficiency and the organization of services.

Regardless of the interpretation given to the recent reforms,
associations representing municipalities, particularly on the
initiative of big city mayors, are demanding more reforms. Cities,
especially the bigger ones, are demanding structural changes
and the necessary financial resources to ensure their long-term
development and to maintain their global competitiveness.

Rather than a detailed list of responsibilities, large cities would
be given general powers in a number of areas recognized as
local in scope. Of course, these new powers would come with
expanded municipal taxation, but would also call into question
the municipal order inherited from the mid-19th century.

In the medium term, and from the viewpoint of potential
investors, it could represent a major transformation of the
Canadian bond market.



Profile of the Canadian municipal market
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2.The largest municipal bond issuers from the different Canadian provinces
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Outstanding municipal debt stood at just over $61 billion at
December 31, 2017, representing 5% of the entire Canadian
bond market, whereas it accounts for only $30 billion of

the FTSE Canada Universe Index (= 2% of its market value),
because of the index’s inclusion criteria, including issue size
and minimum credit ratings. There were more than $8 billion
in new issues on the primary market last year, spurred in part
by the infrastructure needs of municipalities, projects that
have been growing for many years to meet the different needs
of their population. The size of these issues can range from

$5 million to $500 million, and they mostly have maturities
of 10 years or less.

On the secondary market, no less than $115 million in bonds
are traded on average daily. There are approximately 20 issuers
(See Figure 2) rated by S&P or Moody’s (typically from AA to
AAA) and more than 1,000 others, primarily in Quebec, with no
credit rating. All these issuers generally trade with a credit spread
above their respective province. This spread will vary according
to the quality of the borrower and the liquidity of the issue, as
well as macroeconomic and, occasionally, political factors.



Characteristics of the municipal market
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3. Maturity profiles of Canadian municipal bond issuers

Maturities (in million $CDN)
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RBC Capital Markets, Bloomberg; excludes non-rated Quebec municipalities

Canadian municipalities have taxation powers within their
jurisdiction to enable them to balance their budgets, in addition
to development charges, water and sewer taxes, investment
income, provincial and federal subsidies/transfers, and

licence and permit fees. Nevertheless, they must occasionally
seek financing on the public debt market to pay for certain
infrastructure or equipment maintenance projects or citizen
services. Canadian municipalities are prohibited from financing

a budget deficit by issuing debt. Many additional restrictions
may apply depending on the region (Figure 4). Moreover, these
debt issues are not explicitly guaranteed by the province of issue,
even though the latter exercises close oversight over the financial
states of the municipality. Since Confederation, Canadian
municipalities have always met the principal and interest
payments on their issues.

Although most municipalities finance their capital projects
through the province or through a provincially backed funding
authority, many issuers obtain financing in their own name
or that of a group (regional municipalities). These issues can
take many forms: bonds with a bullet maturity, serial bonds, or
sinking fund issues. In Ontario, regardless of the form chosen, it
is required that payments be made into a sinking fund in order
to ensure future repayment of the principal. The maturities used
can vary considerably, from one year to 30 years, although serial
bonds are often issued for terms of 10 years or less. Serial bonds,
the option often favoured by small issuers, limit their refinancing
risk by smoothing out their payments (principal and interest)
over time. The debt issuance process can also vary from one
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issuer to the next, with some opting to open a firm order book
and other using the underwritten transaction system. In all cases,
municipal issuers are exempt from having to file a prospectus.

To know the rules governing the bid, two documents can be
consulted: the Term sheet and the Offering Circular.

4. Existing restrictions on municipal issues
by province

Province Restrictions

Nova Scotia 30% of own source revenues

New Bunswick 2% of assessed real property value

Prince Edward

Island 10% of the assessed value of real property
Ontario Debt service can’t exceed 25% of revenue funds
Total debt, max 7% of municipal assessment, annual
Manitoba debt service max 20% annual revenue
Debt limit of 1.5 times revenue, Debt service limit of
Alberta 0.25 times revenue
Yukon 3% of current assessed value of all property
Debt service must not exceed 20% of the
Northwest SR ) )
. municipalities revenues, for villages the maximun
Territories

is 10 %

Source: CIBC, Canadian Municipals Issuers, May 2018



A look at the non-rated municipal market,
particularly in Quebec

Quebec’s outstanding municipal bond debt totalled close to $25
billion in 2017 (See Figure 5). Annual issuance is approximately
$3.5 billion per year, concentrated in serial bonds of generally
one to five years and occasionally up to 10 years. Long-term
financing is done by means of a public tender (PT) process which
is based on a bidding and results publication system of the
Ministere des Finances (MFQ); [article 1065 of the Municipal
Code or section 554 of the Cities and Towns Act]. A municipality
that wants to make an investment financed by debt must pass

a debt by-law subject to several approvals. The cities and towns
of Quebec are governed by the Municipal Code of Québec and
are supervised by the Ministere des Affaires Municipales et de
l'occupation du Territoire (MAMOT); [section 7]. Municipalities
must annually submit their detailed financial statements and,

as in the rest of Canada, Quebec municipalities are prohibited
from running a budget deficit. Any request for new debt must

be analyzed and approved by the MAMOT and then submitted
to the MFQ.

The revenues of Quebec municipalities are primarily
generated from their ability to tax, i.e. property taxes, special
taxes, taxes for municipal services and business taxes. Debt
must serve only to finance infrastructure projects or to maintain
equipment dedicated to public services. A municipality will
be placed in tutorship if major infractions of MAMOT rules
are found, in which case administrators appointed by an
independent commission could replace the elected officials,
until the situation is rectified. Without explicitly guaranteeing
this debt, the Government of Quebec uses various resources to

5. Quebec’s outstanding municipal bond debt
(in billion $)
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ensure debt quality and to minimize the risk of default on this
debt. Except for the cities of Montreal, Quebec City and Laval,
most of this debt does not have a credit rating (60% of the total
municipal outstanding debt). The latest Moody’s analysis report
on Quebec City stated:

,
The municipality’s credit quality
also benefits from the vigour and stability of the
institutional framework applicable to Quebec
municipalities, including the rigorous supervision
of the province. The tight control exercised by
the province is evidenced by the need to obtain
its approval to borrow and by its capacity to
intervene in case of crisis, a reassuring factor since
the government would come to the assistance of
the city, if necessary.” - Moody’s; October 2016

However, it would be wrong to say that securities without a
credit rating will be of inferior quality. Moreover, in a decision
made in early 2018, the Autorité des Marchés Financiers
(AMF) issued guidelines on capital requirements for insurance
companies, which directly concerns the non-rated municipal
bonds of Quebec.

Non-rated debt securities
..When it is not possible to induce a rating for a
bond or a loan using the rules set out in section 311,
the insurer must use a 6% risk factor. This factor
also applies to derivatives or other transactions in
capital markets for which a rating cannot be induced.
However, non-rated securities issued by Quebec
municipalities are attributed factors applicable to
A-rated debt securities according to section 3.1.2.»
Source: AMF

This last statement decidedly puts municipal bonds in the
category of high quality securities.



Types of municipal debt in Quebec:

Local municipalities: At December 31, 2017, there were more
than 1,100 cities and towns in Quebec with the capacity to
borrow in their own name

RCM: Regional County Municipalities (RCMs) are geographic
groups of several municipalities that joined together to borrow in
order to finance joint infrastructure projects of the member cities
of the RCM (water treatment, fire station, roads, etc.). The RCM
annually establishes each municipality’s share of the amounts
required to repay the principal and the interest on this debt; and
each municipality is required to pay this share to the RCM. All
the member cities are jointly and solidarily liable, according to
their fair share, for all the debts taken on by the RCM.

Metropolitan communities: There are two metropolitan
communities in Quebec: the metropolitan community of
Quebec City and that of Montreal. The metropolitan community
of Quebec City comprises 28 municipalities while that of
Montreal encompasses 82. The expenses of each metropolitan
community are shared among the municipalities that compose
it. Each city will be jointly and solidarily liable for the debt taken
on by the metropolitan community.

Intermunicipal boards: Intermunicipal boards are legally
separate bodies created for the joint management of services,
property or municipal works (water treatment, energy
production, waste management, etc.). Funding for these boards
comes from contributions from the member municipal bodies.
All of their revenues are used to meet their obligations and to
achieve the objectives of the agreement. All the member cities
are jointly and solidarily liable, according to their fair share, for all
the debts taken on in the name of the board.
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Public transit authorities: Public transit authorities are
responsible for public transport on their territory. Their funding
comes in part from the shares paid by the municipalities in
their territory, or from annual credits granted by the local
municipality that controls them. The member municipalities
of this agglomeration are jointly and solidarily liable for the
obligations and commitments of the public transit authority.
Each municipality is therefore liable for the total debt issued by
the transit authority. There are twelve public transit authorities
in Quebec.

Northern villages and the Kativik Regional Government:
The Act respecting Northern villages and the Kativik Regional
Government (KRG) establishes a municipal system for a territory
that covers one third of Quebec. The population of these villages
is mostly Inuit. Northern villages have essentially the same
powers and authority as the other municipalities of Quebec,
but their way of providing certain services differs. Like local
municipalities, northern villages collect taxes, require payment
for services rendered and can contract debt. However, because
of their small tax base, they also receive an operating subsidy
from the government of Quebec. The KRG has powers in the
following areas: regional administration, technical assistance
for northern villages, housing and land-use management,
airport and road system management, regional police service,
and manpower training and use. The KRG manages, on behalf
of the 14 northern villages, the financing and refinancing
of projects authorized by order in council. Since 1982, the
government of Quebec has paid all the debt contracted
by the KRG or northern villages, including financing costs.
These issuers therefore have an explicit guarantee from the
government of Quebec.



Risk/reward assessment

Municipal bonds, with or without a credit rating, have been
historically favoured by retail clients because of their attractive
valuation relative to provincial bonds. For institutions, liquidity
risk had long been a major obstacle to holding these bonds,
but low interest rates over the past few years forced them to
consider other income sources. Many asset classes have thus
been created, including alternative investments, and municipal
debt has proven for many to be a very attractive option in the
economic, financial and political environment of today and in
years to come.

In fact, in an institutional Canadian bond portfolio, municipal
bonds offer a return largely superior to that of provincial bonds
(See Figure 6), and occasionally even corporate bonds, as
illustrated in the chart below (data as at July 10, 2018). The risk
premium associated with municipal bonds is essentially related
to their liquidity premium, which compares favourably with
corporate issues (public market), and with many debt securities
found in the alternative credit market (private market), given
their popularity of the past few years. In addition, many issues
in the corporate sector, if not most, have an overstated actual
liquidity, since unlike the municipal market where there is a
natural weekly trading volume on the primary market, corporate
bonds can go several weeks without being traded and thereby
create uncertainty as to the real value of these securities.
Although the risk premium associated with default risk exists

6. Term Structure of Interest Rates
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and must be monitored as closely as for corporate issues (public
market), historically it has offered a yield compensation largely
superior to their past experience. Since the beginning of the
municipal debt market, investors have never failed to receive
the interest or principal payments owing to them from this type
of issuer, which is obviously not the case for corporate bonds.

In Quebec, particularly for non-rated issues, a political risk
premium is embedded, although it is small, depending on the
party in power’s view on the sovereignty issue. Nevertheless, the
credit spreads on Quebec issues (non-rated) versus the other
provinces (rated) have mostly been influenced by international
geopolitical events.

Despite the apparent higher volatility of Quebec municipal
debt, its credit spreads have nevertheless offered the
advantage, in terms of yield, of an inversely proportional
relationship to the direction of interest rates, thus contributing
to greater diversification of a bond portfolio as a whole (See
Figure 7). In keeping with its management style, our team
will primarily try to maximize the expected return per unit
of risk of a bond portfolio. In short, whether it is managed
actively or more strategically, this portfolio will necessarily
hold rated or non-rated municipal bonds, in a proportion
that is in line with our risk budget and that of our client,
considering the correlation of all the positions in the portfolio.
More specifically, as has been the case for the past 15 years,
the issuers chosen will be sifted through two filters, one
quantitative and the other qualitative.

7. Historical yield spreads of non-rated municipal bonds
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Quantitative filter:

Using the same quantitative criteria for almost two decades now,
the selected securities will have at a minimum and optimally:

¥ Municipality population > 1,000 individuals; applying

this basic criterion, close to 55-60% of the cities and towns in
Quebec make the cut. The size of a municipality is not correlated
with the quality of its financial management; nevertheless, we
consider this population threshold to be optimal.

¥ Five-year population growth; we believe that for a city to

be able to meet its longer-term obligations, there must be a
population to back them.

¥ Total net long-term debt / standardized property

value (SPV) < 5%, this ratio assures us that the debt does

not represent too great a proportion of generated revenues

as measured by the SPV. The data used will be taken from

the MAMOT site, which contains all the financial data on

all the municipalities in Quebec. Financial profil of a local
municipality of Quebec:

8. Financial profil of a local municipality of Quebec

Profil financier
Edition 2017

Saint-Hyacinthe

Direction générale des
finances municipales

18 octobre 2017

Geographic Code: 54048 RCM! Les Maskoutains

Designation city cM: NA

2016 Population Category: 25000 @ 99 999 istrative Region:

2017 Population Category: 25000 @99999  Conurbation NA.

Summary Information about the Municipality

2016 Date: 2017 Data:

Population 54777_Population 54912

Operating Revenues 95944 464 $ Standard Property Value (SPV) 6368161878

Summary Comparison with different groups

Population Administrative

Municipality _ Category RCM Region Al Quebec
2016 Data -

Operating Tax / Operating Revenues 7.68% 7654%  75.65% 70.32% 65.37%
‘Accumulated operating surplus (deficit) / Operating 5o 1 1630% Iy 15.79%
Revenues

Total long term debt by $100 of SPV $1.05 $213.00 $1.06 $1.74 $2.05
Total long-term net debt by unit of valuation $3,669 6,265 $3,287 $5,154 $5,865

Standardized Overal Tax Rate $1.0368 $1.0503 $0.9519 $0.9472 $1.0212

‘Average tax burden of single family homes (including 2,485 <2802 2182 52,658 52718

Average tax burden of all $1,631 $2,118 $1,567. $2,093 $1,999
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We then use eight quantitative criteria to compare the
municipalities with their peers. Our valuation model compiles
this information and weights each criterion in order to give us
a final centile ranking. This ranking enables us to specify our
purchase preferences and to assess the characteristics of the
municipalities ranked in the bottom third according to these
criteria. If corrective measures cannot be taken, these securities
will be excluded from the portfolio.

These criteria are:

¥ Population growth over the past year: indicates the

ability of the leaders to attract new citizens to offset the

aging of their municipality in order to minimize their future
economic challenges.

¥ SPV growth: indicates the rise in value of existing

or new homes.

¥ Net charges / SPV: indicates the municipality’s total financial
charges, including debt.

¥ Long-term debt / SPV: our preference is to minimize

this ratio, but on occasion, we could tolerate an above-

average level of debt, if it was contracted for a meaningful
infrastructure project.

¥ Ratio of net long-term debt / value of the municipality’s
assets: this number indicates a certain recovery value, not unlike
that of a company. Which assets could be used to pay back

the debt in case of a drop in the SPV (e.g.: buildings, vehicles,
treatment plants).

¥ Debt service / Operating revenues: indicates the amount
dedicated annually to the interest and principal payments.

¥ Uniform general tax rate (expressed in $); indicates the
property tax rate, as stated on the property tax bill of each
home. Here, a high tax rate could indicate that management has
lost control of its finances.

¥ Tax effort index: calculated by the MAMOT, it indicates the
quality of the municipality’s financial management as a whole.
This number ranges from 11 to 445. The smaller the number, the
better the quality.



Below is an example of our valuation model for the town of St-Hyacinthe:

9. Sample municipal assessment model
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Search : Saint-Hyacinthe

Select: i

RCM Les Maskoutains

Population Size 25000 @ 99 999

Administrative Region Montérégie 57.41%

Geographic code 54048

Data Municipality Ranking Population RCM Administrative Region
Population Growth (%) -0.07% 2 0.551% -0.816% -0.336%
Population 2015 54,627 44,889 4,906 8,446
Population 2014 54,663 44,606 4,920 8,396
Revenues 95,435,477 70,404,381 7,970,536 13,619,221
Operating Revenues 91,495,657 65,586,752 7,596,672 12,823,593
Operat{ng surplus accumulated / 6% 15% 37% 31%
Operating revenues

Pension Assets 45,142,000 60,147,890 2,655,412 11,444,469
Pension Liabilities 53,180,000 65,389,297 3,128,235 12,840,485
Pension Funding Level -8,038,000 -5,241,407 -472,824 -1,396,016
Funding Ratio 84.89% 92.47% 84.89% 93.80%

SPV 2015 5,968,739,825 5,023,535,544 560,592,967 1,011,061,859
SPV 2014 5,717,858,137 4,817,496,843 537,097,385 972,149,706
SPV Growth (%) 4.39% 3 4.304% 4.799% 5.582%
Taxes 65,764,727 47,725,209 5,543,658 8,465,492
Compensations in the form of 7,122,529 2,408,571 431,830 330,395
taxes

RCM Quotas -507,603 -5,672 7,897 938,244
Transfers 3,820,078 3,313,805 482,741 695,592
Services rendered 8,597,990 6,160,602 594,418 1,232,225

Taxation of rights 3,360,835 2,403,842 247,443 430,897

Fines and penalties 2,031,722 1,519,122 136,941 246,764

Interests 645,230 690,529 56,841 121,572

Other revenues 660,149 1,370,743 94,904 362,412
Taxes % ET72.7% HT 76.8% 75.1%

. r

Compensations tenant lieu de I 7.8% 3.6% 1.0% 1.3%
taxes %

Quotes-parts % -0.6% 0.0% 1.3% 0.7%

Qualitative filter:

The qualitative filter allows for the inclusion or exclusion of
amunicipality under analysis in the event of a significant

material change that would invalidate the results obtained from

1

Reputation of a
municipality or its
leadership

Exemple: Suspected
or proven financial
misappropriation

the quantitative filter. We present below four examples of
qualitative filters:

4

2

Exceptional support
from the provincial

government

Exemple: Lac-Mégantic

3

Unexpected merger
or move

Exemple: Move of mining
towns  Government
support / Debt transfer

Potential legislative
change

Exemple: Potential
agricultural dezoning
¥ Growth of the tax base



® FIERA

A long-term view

An allocation to municipal bonds in a Canadian bond portfolio Seasoned investors will be able to increase the liquidity

can improve the risk/return ratio of the portfolio, in part associated with the municipal bonds held in their bond portfolio
because of the additional yield they offer since the 2008 crisis, by spreading out their purchases over several years. This will

and because of the diversification these bonds provide relative generate a natural demand for this type of product at their

to corporate bonds and the movement of interest rates. In maturity while sticking to their risk budget in terms of the weight

addition, their duration is generally short, and there is very good  allocated to the municipal portion, considering the correlation
price transparency, given the weekly auctions, particularly onthe  between the different sectors included in the total portfolio. By

non-rated market. taking a medium- and long-term view, (> 3 years) of the risk/
Furthermore, the moral guarantee of a provincial return profile of their portfolio in order to reap all the benefits of

government which is associated with the municipal spectrum is the municipal sector, these investors will be well-positioned to take

not without value. advantage of a possible transformation of the Canadian bond market.

INCLUDING MUNICIPAL SECURITIES IN A BOND PORTFOLIO
COMES NATURALLY WHEN USING A RESPONSIBLE
MANAGEMENT APPROACH

(ENVIRONMENTAL, SOCIAL AND GOVERNANCE FACTORS).
These factors are at the very heart of municipal life as they help define and develop
community property.

Together, individuals and municipalities channel and optimize resource allocation in order to
provide the infrastructure and the quality services necessary to the delivery of public services.
Municipal life also gives everyone the opportunity to be heard, to propose changes or to share
concerns democratically.

Several environmental issues impact municipalities directly. Just think about drinking
water and wastewater treatment, public transportation and waste management. On these
fronts, the energy of certain municipalities can sometimes counteract slow-moving provincial
governments. Indeed, several municipalities are becoming waste management leaders.

Some choose to implement a pay-per-use system that takes into account the amount
of waste per household while others prefer adopting a waste recovery strategy using
biomethanation. This process transforms table scraps and green waste into natural gas, a
renewable energy source that can be used by the municipality or sold to private companies.

All the initiatives anchored in a local vision help to raise public awareness about making
an enhanced use of resources, addressing environmental issues and taking on greater
environmental leadership.
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