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Policy Statement

There may be instances where it is beneficial or necessary for Community of Christ Canada (the
Church) to incur Debt. Long-Term Debt may be incurred for purposes of acquiring land or
buildings, or for building renovations or expansion. Short-Term Debt may be necessary to meet
temporary shortfalls in cash flow at certain times of the year. The Church’s Debt policy must
adhere to any legislative rules and regulations and any restrictions in the governing documents
of the Church.

The foundation of any well managed Debt program is a comprehensive Debt policy which sets
forth the parameters for issuing Debt and managing outstanding Debt, and provides guidance to
decision makers, including:

e Debt must be affordable and support the sustainability of the Church. The Church must
maintain flexibility to utilize Debt in response to emerging financing needs;

e Debt must consider intergenerational equity and be structured in a way that is fair and
equitable to those who pay and benefit from the underlying assets over time;

e The issuance of new Debt must be approved by the Board of Directors; and
e Debt must be monitored and reported upon.

Purpose

The purpose of this policy is to provide guidance on the management of Debt; specifically,
ensuring the Church analyzes the need for Debt, and plans for and budgets the repayment of
the Debt incurred prior to its incurrence.

Scope

This policy applies to the Board of Directors (Board), the Bishop of Canada, Board Treasurer,
Executive Director, the Business Services Committee and those personnel providing service
within the accounting and administrative system.

Definitions

A list of terms specific to this policy. All policies implicitly also include the generic terms defined
by the BPO00-Board Policies policy document.
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“Budget” is a financial plan that projects income and expenses and details the required net
expenditures for the provision of various programs and services.

“Capital Project” is a capital asset that will have value in years beyond the year of expenditure,
and includes land, buildings (including renovations or expansion), machinery,
equipment, furniture and fixtures, land improvements, and vehicles.

“Debt” is, in the context of this policy, a financial obligation requiring the Church to pay money
borrowed or otherwise withheld from another party, the creditor, and may include:

e Loans/Mortgages to facilitate long-term financing for capital projects.

e Lines of Credit to facilitate temporary cash shortfalls.

e Credit Cards to facilitate staff who need to make payments on-line or away from the
office.

“Debt Servicing” means the annual required Debt Repayments for principal plus the interest
amount to be paid on the outstanding debt.

“Debt Repayment” means the regular repayment of Debt principal that has been incurred to
finance Capital Projects.

“Debt Term” is the period of time during which Debt payments are made. At the end of the
Debt Term, the Debt is paid in full.

“Intergenerational Equity” principle, in the economic context, refers to distributing the costs
associated with capital growth across the generations which will be enjoying the benefits
of the capital assets built today.

“Long-Term Debt” refers to any outstanding Debt that the Church holds with a maturity of
twelve (12) months of longer.

“Short-Term Debt”, also called current liabilities, refers to the Church’s financial obligations that
are expected to be paid off withing a year. Short-Term Debt includes outstanding Line of
Credit and Credit Card balances.

“Strategic Plan” is a core guiding document for governance, program and service delivery. An
organization’s strategic plan identifies its priorities and goals, and details concrete
actions to achieve these goals.

Responsibilities
1. The Board is responsible for:

(a) Establishing program and service priorities through the Strategic Plan;

(b) Overall oversight of outstanding Debt adhering to specific legal obligations, and
financial management and reporting responsibilities; and

(c) Ensuring the thoughtful and careful management and administration of Debt
maintains and enhances the confidence and trust of the Church’s donors.
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2. The Bishop of Canada is responsible for:

(a) Exercising financial control over all corporate operations related to Debt to ensure
compliance;

(b) Ensuring that Debt is effectively managed on an ongoing basis;

(c) Developing specific guidelines and best practices for the incurrence and control of
Short-Term and Credit Card Debt for Board approval; and

(d) Regular reporting of ongoing Debt management to the Board.

3. The Business Services Committee is responsible for:

(a) Reviewing, commenting on and recommending prudent Debt practices to the Bishop
of Canada.

Debt Management Guidelines

Use of Debt

The Church will only incur and carry Long-Term Debt when it is consistent with the Strategic
Plan direction and objectives to support priority Capital Projects pursuant to approved Budgets.
Long-Term Debt will not be incurred for operating purposes. The Church may, from time to time,
incur Short-Term Debt (e.g. bank Line of Credit) to bridge short-term cash flow requirements
(note that the primary source of bridging is operating fund reserves).

Debt Approval

New Capital Projects to be approved for Debt financing will proceed through the
strategic/business planning and budget process.

Debt Planning & Management

The tolerance or capacity to absorb and manage new Debt will be analyzed as part of the
annual budgeting process to determine the necessity for and viability of the Capital Project and
identify the revenue stream for the repayment. Intergenerational Equity is considered when
determining Capital Projects that will proceed for Debt approval.

Debt Term

The Debt Term shall not exceed the estimated life of the Capital Project being financed. The
following elements should be considered when establishing the Debt Term:

e Cost minimization;

e Availability of Debt Servicing funding;
e Intergenerational Equity;

e Capital life cycle implications;

e Sustainability; and

e Financial flexibility.
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Debt Structure

Alternative Debt Repayment structures can be utilized to issue Debt. Examples are:

e Level Debt Service (blended amortization) — fixed payment over the life of the term with
a blend of principal and interest in the amount;

e Fixed principal — payment declines over time as principal repayment amount is fixed and
interest is added based on the outstanding balance;

e Bullet — fixed interest only payments until the end of the term when the principal and
final interest payment are made; and

e Fixed and variable rates — a unique repayment schedule.

Management and Reporting

The Bishop of Canada will manage outstanding Debt in accordance with the approved Budget
and will ensure any changes to its approved scope receive appropriate approval. Regular
reporting on the Church’s utilization of Debt will occur through management reporting led by
the Bishop of Canada. Long-term projections for outstanding Debt will be provided through the
annual budget process.
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