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1.0 INTRODUCTION

In 2007, as part of the Municipal Drinking Waltétensing Program, the Ministry of

Environment released Regulation 453/07 that requires the preparation of a Financial Plan for all
municipal drinking water system$he information contained within this document is intended

to act as a guide for staff ar@ouncilin establishing utility rates and associated watesewage
system infrastructure capital and operating budgets over the lifecycle of this document @012
2017

On August 14, 2007, the Ministry of the Environment (MOE) filed Ontario Regulation
453/07 (O. Reg. 453/07), which is more precisely defined as the FinanciaRelguiation

under the Safe Drinking Water Act (SDWA). This new regulation retpoiicis's of a Drinking
Water Licence under the SDWA to develop and implemeamaprehensive Riancial Plan that
addresses lorngerm capital and operating costs fidre municipal drinking water system over a
set timeframe.

Following the May 2000 contaminated water tragedy in Walkerton, Justice Dennis

O'Connor released his Report of the Walkertoquiry, which set out strategies f@reventing

such a tragedy from reoccurring. Among the many recommendations made in this Report,

Justice O'Connor recommended that the provincial government require all owners of municipal

water systems to obtain a licer for the operation of their drinking water systems. Justice

hQ/ 2yy2N) FdZNIKSNJI NBO2YYSYRSR (KFd GKS YdzyA OALJ
plan as a condition of obtaining this licence.

Wdza G A OS hQ/ 2yy 2N SELX I A yiSahecéskarytompd@idE NJ FAY | y O
providing safe drinkingvater because it helps to ensure that drinkingter system$ecome

seltfinancing and sustainable, and thus helps to ensure that systemsauaguate funds to

finance both ongoing operational costs aindrastructure repairs andpgrades as required.

I OO2NRAY3I (2 Wdza (i A OS h Q/ 2 ¢htais NB compimeits: irst, a6 £ S T A

GF-@R &G | O02dzy Ay 3¢ 27T (0 toSytesntinir&siiictreéneddS e o Ay Of dz
determine the truecost of providing safe water; ardlS O2 Y RD2 KB (0 a N&D2 OSNE ¢ LI |
determine how the municipality will raise the fundscessary to cover the full costs.
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2.0 ONTARIO REGULATION 453/07

2.1 NEW AND EXISTING SYSTEMS

Ontario Regulation 453/0iequires all owners of municipal residential drinkingter

d2ai0Sya (2 LINBLINB YR &dzoYAG CAYyLFYyOALt tflya
a period of at least six years into the future. It also sets out the minimum required content of
financialplans, whilst allowing municipalities to vary their approach to preparing their

respective plans to suit local needs/conditions.

Each Financial Plan is required to document projected financial operating expenditures for each
fiscal year that the plan is effect. This information must be itemized by:
t  total revenues (broken down into water rates, user charges and other revenues);
u  total expenses (broken down into amortization expenses, interest expenses and
other expenses); and
¢ annual and accumulated sur or deficit.

For existing supply and distribution systems the Financial Plans must also include:
0 RSGIAfa 2F GKS a2adsSyQa LINRP2SOGSR FAYLl yOA
total financial assets, total liabilities, net debt, and Aomancid assets);
6 RSGFAta 2F GKS aeaidsSvyQa LINRP2SOGSR Ol akKk 7t
¢ financial information relating to the replacement of lead service connections.

For newly constructed (capital) municipal drinkingter systems, the Financial Plan must also
include a statementhat the specific financial impacts and future needs of said drinking water
system have been incorporated into the Financial Plan.

2.2 APPROVAL AUTHORITY

Ontario Regulation 453/0iequires that the Financial Plan be formally approved by the
owner of themunicipal drinking water system. In our situation, a resolution approving the
proposed Financial Plan by municipal council is required. This resolution shall state that the
drinking water system is financially sustainable.

The regulation does not req@rFinancial Plans to be approved by grevince;however, the
owner is required to submit a copy of the Financial Plan to the Ministry of Munisffats and
Housing (MMAH) for their records.

In addition, all Financial Plans must be made availabiedmbers of the public served lblye
drinkingwater system, as requested, at no charge. The owners of the systems muptiblsh
the Financial Plans on the Internet, but only if the owner maintains an Intevebsite.
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2.3 UPDATING FINANCIAL PLANS

Owrers of drinkingwater systems are required to update their Financial Plans prior to any
renewal application of their Licence (i.e., every five years), and to provide a copy to MMAH.
Notwithstanding the renewal timelines, owners are encouraged to update financiaPlans
more frequently where substantial changes in process or operating procedure occur.

2.4 MINISTRY OF ENVIRONMENT GUIDANCE DOCUMENT

The MOE (in cooperation with the Ministry of Public Infrastructure and Ministry of Municipal
Affairs andHousing) developed a guidance document entitled "Toward FinanSiaditainable
DrinkingWater and Wastewater Systems." This guideline is intended to &edist
municipalities in meeting their regulatory obligations to prepare Financial Planiseior
drinkingwater systems, as well as provide municipalities with broad practical achgeeding
financial planning for both drinkingyater and wastewater services.

The guideline helps explain the requirements under the Financial Plans Reguldéipmaf Q a
terms, as well as provide some policy context for these requirements. Ipaetsades detailed
guidance on sustainable financial planning (including-engn capitalplanning, asset
management, accounting practices and financial plan developmemigssthe municipalities
in planning for both their drinkingvater and wastewater system®lthough the Financial Plans
Regulation only requires municipalities to undertake finangiahning for their drinkingvater
systems, the guidance materials arestgned to applgqually to both water and wastewater
services.

The guideline makes it clear that the intent of the new Financial Plans Regulation is to be
flexible and adaptive to meet local applications. In the guideline, MOE acknowledges that
Ontariomunicipalities each have different circumstances, different approaches to finazoes,
different starting points for their financial planning; therefore, the province is takifigxible,
locally-driven and gradual approach to financial planning that ba tailored tomeet local
needs. The guideline further states that the regulatory requirements are intetmled
accommodate existing financial planning and accounting practices.
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2.5 PRINCIPLES OF FINANCIALLY SUSTAINABLE WATERRSEWAGE
SYSTEMS

AR SGAY A FAYLIYOALT adzaldlAylroAtAde Ay hyidl NR2Q3
longterm goal provincial goal. As a whole, municipal water systems are aging, and there is

growing amount of deferred maintenance, with many assets approaching,smmnecases at

the end of their useful service lifecycle.

The overall guiding principle in the development of this financial plan is to ensure that both

current operating needs and longer term infrastructure renewal planning is addressed. While

this statament is generally clear and understandable, the following basic key principlegHerm

basis for the development of the Town Ghrleton Place Drinkingyater System Financial Plan.

Expected Achievements
Through the process of developing this FinanciahPtheTown of Carleton Placet out to
achieve the following:

6 Financial viability;

4 Provide safe drinking water;

4 Enable the long term plan for capital renewal to be realized,;

4 Achieve full cost recovery over the long term; and

¢ Maintain current service leals.
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3.0 OPERATING PLAN

3.1 OPERATING EXPENDITURES

Through the achievement of our Operational Plan, we will continue to provide safe drinking
water in the short and long terralong with waste water systems within the Town of Carleton
Place Operatingexpenses can be generally defined as recurring expenses associated with
providing a service. They are straightforward and are typically outlays that need to betanade
keep the operation running on a day-day basis. In general, operating expenseseady
identifiable, measurable, and can be readily verified (or audited) as they are baseduah

cash outlays and liabilities. As this plan extends over many fiscal years, operating expenditures
must be projected based on estimation of service costs tvee.

This estimation/projection considers the following parameters:
4 Future customer demands
4 Projected repair and maintenance costs
4 Input commodity costs (such as power supply and treatment chemicals)

¢tKS ¢26yQa 1S& 2LISNI (& pgeBonseEchd® yhmtSrinls aBdplBES y (i f & A
utilities, and administration costs. Annual operating expenses are estimate?i 2834 84for

the fiscal year 02011, operating expenseare projected to increase at an average (linear) rate

of 2.95% each year.

Town of Carleton Place

Operating Expenditures - Includes Amortization & Interest

Millions
[

$4.00 $3.70 $3.77 $3.85

$3.60

i
\
l
|
$3.00 |

$2.00

$0.00

2011 2012 2013 2014 2015 2016 2017

M Operating Expenses B Amortization EInterest

Note: Excludes contributions to Reserves, Capital Expenditures, Principal Debt
Payments - Includes Amortization
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3.2 CAPITAL EXPENDITURES

The water& sewagdreatment and distribution

system for the Town of Carleton Place is valued at Carleton Place Drinking Water
an estimated$ 143 million These integrated System consists of the following:
infrastructure assets provide safe drinking water to the V' 54km of watermains
¢t26y Qa NPamerR@lyandiinstituionaD V3900 service connections
customers. V 600 \alves

V 400 hydrants
Many yeasago staff and Council members made a V1 Water Elevated Storage
commitmentto continual improve our infrastructure, Facility (3200 cubic meter
the benefits of that decision are now felt with just capacity)
3.31km of mature infrastructure in the ground in V1 Water Treatment Plant

need of rgplacement. The average age of the

Ydzy AOALNI t AGASEAQ dzy RSNENRdzy R AYFNI &0 NHzOG dzZNB A a
These assets requireplacement / renewal over time, and as such these replacement costs

form acomponent of this financial plan.

In order to establish ouphgg term needs the TownfdCarleton Place developed an ydar
capital project forecastincluded in this model are a number of growttlated (new) capital
projects necessary to accommodate growth over time.

Town of Carleton Place

Major Assets - Estimated Current Value

- $20.00
Sewage & Water Replaceable (50 year)
Sewage & Water Non Replaceable - (100 Year)
' $5.00
Water Tower (80 Year)

'$2 00
Pumping Stations (80 Year)

Sewer & Water Inground (100 Year)

[ ]} $143.00
Assets at Current Value
$70.07
Assets at Original Cost ?
/ S
$0.00 $20.00 $40.00 $60.00 $80.00 $100.00$120.00$140.00$160.00
Millions
M Dollars
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Town of Carleton Place

Age of Various Major Components of Sewer & Water System

/
{ ]| 2246

Underground (54.2 KM)
2000's (14.4 KM)

1990's (7.03 KM)

1980's (19.67 KM)

1970's (9.79 KM)

1960's & Prior (3.31 KM)

10.00
Water Plant Upgrade

( ] 18.00
Sewage Plant l

( 24:0

Water Tower

0.00 5.00 10.00 15.00 20.00 25.00 30.00

Study in 2007 showed of 85 municipalities that only 16 had systems 0 - 25 years of
age
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Sewage & Water Non Replaceable - (100 Year)

Town of Carleton Place

Annual Requirement for Capital - Non Growth Related

S ge & Water Repl ble (50 year)

Water Tower (80 Year)
Pumping Stations (80 Year)
Sewer & Water Inground (100 Year)

$800
Annual Requirement )1 $1648

2011 - Annual Capital Funding
2012 - Annual Capital Funding
2013 - Annual Capital Funding
2014 - Annual Capital Funding
2015 - Annual Capital Funding
2016 - Annual Capital Funding
2017 - Annual Capital Funding

$1021

$1058

$1183

$1304

$1432

$1568
— 1711
$0 $500 $1000 $1500 $2000

Thousands
|mAnnual Estimate Required BForecast Available

Note - Approximately 330 K becomes available in 2026 & 97K in 2027 from debt payments.
Funds for Growth Related projects are also being set aside.

2011
2012
2013
2014
2015
2016
2017
2018
2019
2020
2021
2022

Town of Carleton Place

Projected Capital Expenditures

$1.879
] s0.707
| so.79
e e | $2:185
] sos

| ] s0.798
[ $1.02

$1.03

$10.25

$4.71

$0 $2 $4 $6 $8 $10 $12

Millions
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3.3 DEBT MANAGEMENT

Debt management is the ability to repay debt over time, including both principal payments and
AYUGSNBaAG OKIFINBS&a® CdzyRAYy3a FT2N GKS ¢26yQa Yl 22
issuing debt. All debts currently owed were incurtedund direct capital costs improvements

for the water system.

The principal payments and interest costs on existing water infrastructure debt are currently
estimated at $65K per yearthe debt owing of 5.7 milliors projected to decline ggrincipalis
repaid Thetotal repaymentof all current debt igrojectedto be complete by 2026The plan

at 2017 has the delitalancebeing reduced to $3.1 million.
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3.4 TOTAL CASH EXPENDITURES

The Corporation of the Town of CadetPlace has considerable cash expenditures, including
operating expenses, debt repayment/interests charges, and capital costs. Total expenditures
are projected at $.0 millionfor the fiscal yeaR011, with an approximate.95% increase over

the next2 years(2.95% for operating and 1% for capitai}d 2.95% increase for years 2014
through 2017.

Town of Carleton Place

Projected Cash Expenditures

Millions
§ p— — - e —_—
5.87
$6.00 .. $887. ..
$5.11 i34
$5.07 $4.89 [y
%0 $4.47 = |
$4.25
$4.00 | |
$3.00 [
$2.00
$1.00
$0.00 - — — — — —
2011 2012 2013 2014 2015 2016 2017

t;roip;iatmg mEDebt Repayrpent;{@gp@l & Rgir\;e
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4.0 FUNDING PLAN

41 WATER CONSUMPTION

The Carleton Place Water Treatment Plant has a capacity of 12,000 cubic pestdes; In

2007 the Town of CarletoPlace undertook a comprehensive leak survey on the distribution
system as it would appeared at the time there would be a need to expand the water treatment
plant capacity within the five year horizon. The contractor, HETEK Solutions discovered two
major leaks in the system that had been present for some time and were in locations that went
undetected in the system checks. The repair of these two leaks resulted in a decreased
demand of 28%. This decrease has allowed the Town to revise the long terrfoptapacity
increase at the Water Treatment Plant to 2019. The timeline for expansion is based on the
Town of Carleton Place projected rate of growth of 2% as Carleton Place has experienced
consistent growth over the past decade and expects to seednee in years to come.

AverageWater Taking

Year 2005 2006 2007 2008 2009 2010

Avg Daily Taking (M) | 6894.55| 6794.92 | 6012.99 | 4798.65 | 4652.14 | 4,962.71

4.2 WATER RATES

Water ratesare established to provide a fudbst recovery planning for the wat system.

Carleton Place has resisted the implementation of water meters for residential consumers to
mitigate the fluctuations imevenue resulting from decreasednsumption over time. By
allocating a flat rate systemve are able to better project owevenues and because many of

our expenses are fixed we can safely plan the future of our water syS2emindustrial,
commercial and institutional consumers are metered and with the anticipated growth of 2% in
our community we do not foresee any sigrgfitt changesn revenue. The water rates are
reviewed and set annually as part of the preliminary budget process.

Below are the new rates effective the first quarterly billing in 2011

Quarterly Rate Full Service Full Service Less: Outside Full Service Plus: Private
Description Taps Swimming Pool

1 or 2 persons 181.70 162.78 206.98

3 to 5 persons 190.88 171.96 216.32

6,7 or 8 persons 200.16 181.32 225.54

9 or 10 persons 206.20 187.14 231.54

Additional Persons  4.32 4.32 4.32

Licence #: 17-301
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4.3 WASTE WATERPROCESS

The current capacity i6,900 m3/d (annual average) for dry weather flow and 20,0(3/d for
wet weather flow.The Town has incorporated into its financial plan resources to isolate and

correct wet weather flows, similar to leak detection on the wateply system.

Year

2005

2006

2007

2008

2009

2010

Average Day Flow
(m3/d)

5,818

6,678

5,125

5,986.6

5,330.0

5,960

Design Capacity (m3/d
for dry flow

7,900

7,900

7,900

7,900

7,900

7,900

% of capacity for dry
flow
(based on average
daily flows)

73.6

845

64.9

75.8

67.5

75.4

44 WASTE WATER RATES

Waste water rates are determined by a simply equation. Waste water rates are 100% of the

water rate and are determined at the same time each year

Licence #: 17-301
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5.0 PROJECTED STATEMENT OF FINANCE

The Statement of Finaml Position provides information that describes the assets, liabilities

FYR I OOdzydzf G SR &dzN1lJ dza 2F GKS ¢26yQa ol GSNJ |
in determining the actual financial position of the water and sewer system is net falanci

assets, which is defined as the difference between financial assets and liabilities. This value is

dza SR (G2 RSUSNXYAYS G(GKS aeadsSyQa a¥dzidaNBE NBEOSY dz

A net financial asset position occurs when financial assets are greater than liabiligggn

that the system has the resources to finance future operations. Conversely, a net (debt)
L2AAGAZ2Y AYLIX ASAE GKIG GKS deaidsSyQa 7TdzidaNBE NB QG
future operations. The two major components in this calculatimmtae cash funds generated

through having funds set aside in reserves and the debt that the utility holds. At the end of

2011 the net debt position of the Town amounts to ($2,121,751). During the forecast period

out to 2017 the net debt position movesto apositivenet financial position in the amount of
$5,948,365. The attached chart shows the improving net financial position in each subsequent

year.

Town of Carleton Place

Projected Debt & Reserve Balances - Net of Major Financial Assets

Millions

$10.00 $9.09

$8.00
$6.32

$5.46
$6.00 $5.11 $6.32 $5.05 1=

$4.7
4.26
$4.00 3.34
$2.00

$0.00

(mDebt

4 | |
$ $2 DReserve
$3 —
$3

201 2012 2013 2014 2018 2016 2017

Debt to Reserve dollars will change from a defict of $2.1 million to a surplus of $5.9 million

Another important indicator on the Statement of Financial Position is the tangible capital asse
balance (NorgFinancial Assets). Communities are presently facing major challenges in
financing deferred maintenance, renewal and replacement of aging capital assets. As the
existing capital asset base ages and population grows, increased demandsvfoapital

assets will place further pressures on the ability of local government to sustain those services.
Information about the state of existing infrastructure, the lifecycle cost of its use, and the
ultimate planning necessary for its replacementta end of its lifecycle must be at the

forefront of decision making.

Licence #: 17-301
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In general terms, an increase in the tangible capital asset balance (APPEBS)Dmdidates that
assets have been acquired while a decrease in the tangible capital asset balandesralica
disposal, write down, or use of assets. A use of assets is usually represented by an increase in
accumulated amortization due to annual amortization expenses arising as a result of allocating
GKS O2aid 2F GKS FaasSia (ublife2uidndndifdretastithe Be® S NI (G K S
assets will grow slightly. The amortization currently being used is aggressive in terms of the
useful life of the assets and may account for the lower growth in the net asset value. Many
manufacturers of sewer & watgipes indicate life spans exceeding 100+ years. Our current
amortization rates reflect a 60 year life cycle. In terms of funds required to meet the life cycle
shown in the attached graph we need spending on capital, for reserves and debt in the amount
of $1,648,000 in 2011 dollars to meet the life cycle replacement. In 2011 this amount is
$1,130,000 and will increase annually and will be $1,711,000 by 2017.

Another important indicator on this statement is accumulated surplus/deficit. The
accumulatedsurplus is a new term in Municipal Financial Statements. It is essentially the
accumulation of excess revenue over expenses over time. An accumulated surplus indicates
that the available net resources are sufficient to provide for future needs. An adated

deficit indicates that resources are insufficient to provide future services and that borrowing or
rate increases are required to finance annual system costs. Surpluses; which were previously
accumulated as reserves will be available for major ginawlated capital projects slated to be
done between 2019 and 2021. An additional water resengdio be constructed in 2019,

Stantec Engineering has shown a requirement to expand the sewage treatment plant in 2020
and a requirement to build a forcemmabetween the water plant and sewage plant in 2021.
Approximately 40% of the funds will be available in reserve at that time to fund these projects.

5.1 PROJECTED STATEMENT OF OPERATIONS

The Statement of Operations summarizes the revenues and expgesesated by the sewer

and water system for a given period. The projected Statement of Operations includes the

revenues less the expenses, arriving at the excess or net revenues over expenses.

Revenues include operating revenues received. Expensedénliist of detailed projected

expenses, such as operating expenses, interest on long term debt and amortization.

L' Y2NIO AT FGA2y Ada GKS GoNARGS 2FF¢ 2F GKS OFLRAG!H
infrastructure over its useful life, which does not repentcashexpenditure.

The annual surplus/deficit measures whether the revenues generated are sufficient to cover
the expenses incurred and in turn, whether net financial assets have been maintained or
depleted. During the forecast period the net opgoaal surplus will grow from $53,000 to
$737,000.
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5.2 PROJECTED STATEMENT OF CASH FLOW

The Statement of Cash Flow summarizes how the sewer and water system is expected to
generate and use cash resources during the planning period. This is a vetystetefment for

a capital intensive organization. The transactions that provide/use cash are classified as
operating, capital, investing, and financing activities. This statement focuses on the cash aspect
of these transactions and thus is the link betwezash and accrual based reporting. This

statement indicates that cash from operations will be used to fund capital transactiens (

tangible capital asset acquisitions) and build a surplus over the forecasted period. The financial
plan developed impr@Sa G KS OF &K LRaAAGAZ2Y 2F GKS ¢24yQa
approximately $3,096,007 in 2011 to $9,094,509 in 2017.

The total debt and interest payments will be fully paid by 2026 which will free up cash
payments of $564,834 which are shown as payreent2017.
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6.0 SUMMARYCONCLUSIONS

6.1 CURRENT STATUS

The Town of Carleton Place has benefited from the foresight of the previous administrations to
implement long term planning in the form of a robust infrastructure that is in place today.
Subsequehmanagement has continued this exercise, realizing that Carleton Place is desirable
growth centre and having in place the infrastructure to accommodate growth is essential. Long

term planning has been instrumental in developing a comprehensive undeiatnéithe

¢26yQa AYFNI AGNHzOGdzZNBE FyR ONBIFGAY3 || FAYLIYOAL
major projects with less reliance on debt funding.

6.2 INTEGRATION WITH OTHER INITIATIVES

With the realization of these benefits the Town is maytowards a broadedepartmental
financial plan that not only deals with all components of the municipal responsibilities but also
the potential interrelation.

6.3 IMPLEMENTATION

With this previous experience and benefits that have been realized is twl&dge that any

plan that is developed is only as valid as long as these plans are considered living documents
and are continually updated with the most accurate data available.

The Town of Carleton Place will continue to use long term financial plguasima tool to ensure

the municipal infrastructure is able to meet the demands of the community, through the
allocation of necessary resources.
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APPENDICES

A-1 Statement of Financial Position

A-2 Balance Sheet

A-3 Projected Statement of Operations

A-4  Statement of Operations z Cash Flow Basis

A-5 Statement of Cash Flow

A-6 Statement of Capital Assets

B-1 Capital forecast z Sewer & Water

B-2 Projected Capital Expenditures

C1 Annual Residential & Commercial Water & Sewer Rate Changes

Photos of Facilities
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