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RECOMMENDATIONS

THAT Joint Community Services — Public Works Services and Corporate Services — Financial
Services Report 2012-01 dated January 6, 2012 regarding The Six Year Water and Wastewater
Financial Plan be received and the following recommendations be adopted:

1. THAT Counci! adopt the six year water financial plan;

2. AND THAT Council adopt the six year wastewater financial plan;

3. AND THAT the attached Resolution be forwarded to Council for adoption.

COMMENTS

Purpose

The purpose of this report is to obtain Council approval of the six year water and wastewater financial
plan and the resolution indicating that the Town’s drinking water system is financially viable. The six
year water financial plan is required by the Safe Drinking Water Act.

The plan must be approved by February 23, 2012.

Budget Impact

There is no direct budget impact from this report. However, the adopted six year financial plan will form
the basis of the water and wastewater budget for future years. -

Summary

The Plan is in compliance with regulation O. Reg. 453/07 and has all the elements required. The
financial sustainability of the six year water and wastewater plan is measured by the financial indicators
as outlined by BMA Consulting Inc. The main indicators are capital reserves as a % of accumulated
amortization and the rate stabilization reseive as a % of rate revenue, which are projected to be 50% |~
and 10%, respectively, by the end of year 2017.
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Background

Under the Safe Drinking Water Act, 2002, S.0. 2002, ¢.32 , the Town obtained a municipal drinking water
licence for its drinking water distribution system on August 23, 2011. As per the Safe Drinking Water Act
regulation O. Reg. 453/07, the Town must provide to the Ministry of Municipal Affairs and Housing a
minimum six year water financial plan within six months after the date the licence issued. The first year of
the financial plan is the year in which the licence was issued.

The six year financial plan must include details of the proposed or projected financial operations of the
drinking water system itemized by total revenues, total expenses, annual surplus or deficit and
accumulated surplus or deficit. Therefore, projected six year financial statements for the water and
wastewater areas have been prepared to meet the requirement.

The financial plan must be approved by a Council resoclution that indicates that the drinking water system is
financially viable.

While the financial plan is only mandatory for water systems, wastewater systems have been included in
the financial plan as the Sustainable Water and Sewage Systems Act, 2002 (SWSSA) requires that both
water and wastewater systems are self-financing. Due to the counter-reliant nature of the water and
wastewater systems, the presentation of a plan for just the water system would also pose some difficulties
in separating and reporting such data. This decision was included in the Corporate Services — Financial
Services Report 2011-52 to the Committee of the Whole in November 2011.

The six year financial plan will form the basis of water and wastewater budget for future years.

Analysis & Options

Financial Sustainability Measurement

The following indicators for financial condition assessments, as outlined by BMA Management Consulting
Inc., will be utilized as measurement tools for financial sustainability of the plan:

Operating Surplus

Asset Consumption Ratio

Capital Reserves as a % of Accumulated Amortization
Rate Stabilization Reserves as a % of Rate Revenues
Debt Service Costs as a % of Net Revenues

The above indicators were included in the Corporate Services — Financial Services Report 2011-52,
presented to the Committee of the Whole in November, 2011.

The target for rate stabilization reserves is 5-10% of rate revenue. The target for capital reserves is 100%
of accumulated amortization.
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Assumptions

Several assumptions have been made to develop the six year financial plan. These assumptions are based
on historical trends and forecasted challenges. The main assumptions are listed below:

Water consumption volume: unchanged for the next six years. This assumes increase in
consumption volume due to population growth will be offset by conservation per capita, as shown in
the historical trend.

Consumer price index; 2% each year.

Regional water rate: the Region forecasted 8% increase each year for 2012-2015, 6% and 4% for
2016 and 2017 respectively.

Regional wastewater rate: the Region forecasted 12% increase each year for 2012-2015, 8% and
6% for 2016 and 2017 respectively.

Non-revenue water consumption: 18% each year for 2012-2016, 10% for 2017. It is projected that
flushing will not be an Issue starting 2017.

Non-revenue wastewater: 13% each year for 2012-2016, and 10% for 2017.

Monthly charge: increase $2 each year from $10 in 2012 to $20 in 2017. The increase in the basic
monthly charge is to improve the correlation between fixed revenues and fixed expenses, as well as
to improve revenue stability.

No major changes to the current operations of water and wastewater for 2012-2017.

No lead service pipes as defined in section 15.1-3 of Schedule 15.1 to Ontario Regulation 170/03
(Drinking Water Systems} are known to exist in the Town's drinking water distribution system.
Should any lead service pipes be found in the future, they will be immediately replaced.

Factors Not Considered

Several factors are being investigated but are not considered in the six year financial plan. These factors
include:

Uploading water system to the Regional Municipality of York currently under consideration.

Implementation of remote/smart meters and supporting technology. The total estimated cost is $2 —
5 million. There should be sufficient capacity to cover the investment. If implemented, the
amortization expense would increase and would be partially offset by efficiency gain in operating
such as reduction in meter reading costs. At this time, there is insufficient information to justify the
investment on a purely financial basis. The financial plan would need to be revised to reflect the
implementation.

Tiered water and wastewater rates and the potential revenue. This information was included in the
Corporate Services — Financial Services Report 2011-53 regarding the Utility Rate Structure,
presented to the Committee of the Whole in November 2011.

N6 initiative to review water billing and possible efficiency gains.

Maintenance and operation of the stormwater management system has not been included. The
second phase of the Service Review Program is researching funding options. Consideration may
be given to setting up a rate group and financial planning on a basis similar to that for water and
wastewater.

Annual Capital programs financed by the water rates may be impacted by requirements for
development within the municipality , timing of that development or by the evolving Regional water
and waste water treatment programs. Following completion of the Secondary Plan the Engineering
Department will be completing updated Master Plans for the water, wastewater and storm water
systems which may also impact on the capital requirements.
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Projected Results

The projected water and wastewater rate and the financial indicators for the pericd 2011-2017 are as
follows:

Combined Utility Charges - Water & Wastewater

Deascription 2011 2012 2013 2014 2015 2016 2017
Town’s water rate increase 4.5% 2% 4% 4% 4% 4% 3%
Town's wastewater rate increase 13.5% | 55% 6% 8% 8% 6% 3%
Combined utility rates per cubic metre
{Taxable properties) $2.531 | $2.625 | $2.755 | $2.893 | $3.038 | $3.190 | $3.288
Monthly charge $14.00 | $20.00 | $24.00 | $28.00 | $32.00 | $36.00 | $40.00
Average bill ( based on annual
consumption of 250 cubic metres) $801 $896 $977 | $1,059 | $1,143 | $1,230 | $1,301
Monthly charge as a % of average bill 21.0% | 26.8% | 29.5% | 31.7% | 336% | 35.1% | 36.9%
Average bill increase % 10.3% | 11.9% | 9.0% 8.4% 7.9% 7.5% 5.8%

Water and Wastewater System Financial Indicators Forecast

Key Financial Indicators 2011 2012 2013 2014 2015 2016 2017
Operating Surplus (in millions) $0.60 | $1.50 $1.85 $2.13 $2.25 $2.85 $4.90
Asset Consumption Ratio 34.4% | 355% | 37.1% | 38.3% | 40.0% | 41.1% | 4329
Capital Reserves as a % of
Accumulated Amortization*** 39.2% | 40.8% | 420% | 43.8% | 441% | 44.3% | 50.4%
Rate Stabilization Reserves as a % of
Rate Revenues £.0% 0.2% 0.8% 2.8% 6.0% | 100% | 10.0%
Debt Service Costs as a % of Nat
Revenues 4.8% 4.7% 4.4% 4.1% 3.4% 3.2% 3.0%

*** This calculation is based on useful life of 50 years for water and wastewater tangible capital
assefs. If using 80 years useful life, capital ressrves will be 77.5% of the accumulated
amortization by 2017,

Next Steps

In accordance with the regulations:
* A copy of the financia! plan will be sent to the Ministry of Municipal Affairs and Housing
* The plan will be made available to the public in both hardcopy and posting on the Town’'s website
» Notice will be given to the public advising them that the financial plan is available.

Although updates to the financial plan are not required until the municipal drinking water licence is renewed
(6 years from now), it is the intention of staff to revise the plan on an annual basis as part of the Water and
Wastewater Rate Groups’ budget submissions.
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BUSINESS PLAN AND STRATEGIC PLAN LINKAGES

This report links to Newmarket's key strategic directions in being Well Managed through fiscal
responsibility. ‘

CONSULTATION

The Corporate Services — Financial Services Report 2011-52 regarding the six year water and wastewater
plan was presented to Committee of the Whole in November 2011 for information purposes.

The six year water and wastewater financial plan was prepared by both Financial Services and Public
Works Services.

HUMAN RESOURCE CONSIDERATIONS

Not applicable to this report.
BUDGET IMPACT

Operating Budget (Current and Future)

This report has no direct impact on the Operating Budget. However, the adopted six year financial plan will
form the basis of the water and wastewater budget for future years.

Capital Budget

This report has no direct impact on the Capital Budget. The financial plan will ensure the adequacy for
future capital funding.

CONTACT

For more information on this report, contact: Mike Mayes at 905-953-5300, ext. 2102 or via e-mail at
mmayes@newmarket.ca; Brian Jones at 905-853-5300, ext.2551 or via email at biones@newmarket.ca.

VESN ) R

Brian F. Jones, Pﬁng, o gﬂ(‘é’Mayes,fC’GA

Director, Public Works Services ﬁ@ow inancial Services/Treasurer
A

Rob Prentice RobertK. Dixon,

Commissioner, Community Services Commissioner, Corporate Services

MM/nih
Attachment(s)
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