@ Staff Report

Report To: Council

Meeting Date: August 18, 2020

Prepared By: Lynda Ferguson, Director of Finance
Report Number: SR2020-115

Subject: 2020 Water Systems Financial Plan
Recommendation

THAT report SR2020-115 Water Systems Financial Plan be received and the 2020 Water
Systems Financial Plan, attachments 1 to 3 of this report, be approved in accordance
with Ontario Regulation 453/07 - Section 3 as it pertains to the renewal of the City of
Brockville’s municipal drinking water licence and;

THAT staff provide Council with a detailed 10-year Capital Plan prior to the start of the
2021 budget process.

Background

The City’s drinking water licence, issued under the Safe Drinking Water Act, 2002, will
expire in 2020. As part of the renewal process, Ontario Regulation 453/07 requires the
approval by resolution a financial plan for the water system. The detailed requirements
of the financial plan are included on attachment 4.

The main purpose of the financial plan is to demonstrate the financial sustainability of
the water system. The main elements of the financial plan are:
e The council of the municipality must approve the financial plan by resolution
e The plan must apply to a period of at least 6 years, including the year in which the
municipal drinking water licence will expire.
¢ The financial plan must include:
o A projected statement of financial position
o A projected statement of operations
o A projected statement of cash flows.
e Details of the extent to which the information described as it relates to the
replacement of lead service pipes. A lead service replacement program of
$150,000 per year was included in the 2020 budget.

Analysis

The 2020 Water Systems Financial Plan begins with the 2020 budget. As the financial
plan is reported under full accrual accounting, adjustments have been made accordingly.
The main differences between accrual accounting and fund accounting are:
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o Accrual accounting includes:
o Amortization
o Tangible capital assets in the accumulated surplus

e Accrual accounting does not include:
o Principal payments on long term debt
o QCash payments for tangible capital assets
o Any internal contributions to or from reserves

A schedule to explain the differences between the operating surplus on the Statement of
Operations and the funding accounting surplus is included on the Statement of
Operations. The Water Systems reserves do not dip below $1.6 million over the course
of the 2020 Water Systems Financial Plan.

When the 2020 budget was completed a consumer price index (CPI) factor of 1.7% was
used to project certain expenses. This CPI was the September 2018 over September
2019 change in CPI. The most current CPI available is the June 2019 to June 2020 CPI
factor of 0.4%. As such the CPI increases on operating costs such as materials and
supplies has been applied in a range from 0.4% to 1.5% over the span of the financial
plan.

The 2020 Water Systems Financial Plan identified two larger projects that need to be
addressed within the next ten years. The first project is the construction of a second
feeder main from the City’s Water Treatment Plant to Perth Street. The second project
is the refurbishment of the City’s Water Tower on Perth Street. More details about these
projects will be presented to Council during the review of the City’s 10-year capital plan
this fall, prior to the 2021 Budget considerations.

The proposed plan is a sustainable financial plan that would not increase the water and
wastewater user rates above 4% or the equivalent of an increase of $1.82 per month for
a residential user.

The purpose of the Water Systems Financial Plan is to demonstrate that the City’s Water
Systems are self-sustaining and affordable with the ability to finance long-term capital
requirements. It is a living document for Ministry reporting purposes and does not
prohibit Council from future budget decisions.

Financial Implications
The 2020 Water Systems Financial Plan maintains a fairly consistent reserve level. Two
million dollars of debt is proposed for 2024 in consideration of the construction of the

feeder main at the Water Treatment Plant. Financing this project will be further
considered during the review of an updated 10-year capital plan.
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Policy Alignment

Council must approve by resolution a financial plan for the City’s Water Systems to fulfill
the requirements of Ontario Regulation 453/07 before application to renew the City’'s
municipal drinking water licence may be submitted. A copy of the approved 2020 Water
Systems Financial Plan will be filed with the Ministry of Municipal Affairs and Housing.

Conclusion

This financial plan demonstrates sustainability for the City's Water Systems and will
fulfill regulatory requirements regarding financial planning. The 2020 Water Systems
Financial Plan is a living document that will be updated as required for regulatory
purposes.

Approved by: Status:

Peter Raabe, Director of Environmental Approved - 14 Aug 2020
Services

Lynda Ferguson, Director of Finance Approved - 14 Aug 2020
Janette Loveys, City Manager Approved - 14 Aug 2020
Attachments:

SR2020-115 Al
SR2020-115 A2
SR2020-115 A3
SR2020-115 A4
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BROCKVILLE

CITY OF THE 1000 ISLANDS

Attachment # 1
2020 Water Systems Financial Plan

Statement of Financial Position

2020* 2021 2022 2023 2024 2025 2026
Financial Assets
Cash 4,344,353 3,546,247 3,600,376 4,301,745 3,709,493 3,128,038 2,693,447
Accounts Receivable 406,727 422,996 439,916 457 512 475,813 494 845 514,639
Total cash and accounts receivables 4,751,080 3,969,243 3,940,292 4,759,257 4,185,306 3,622,884 3,208,087
Liabilities
Debt 414,835 299,816 181,792 2,047,193 1,817,928 1,583,828 1,344,790
Total Liabilities 414,835 299,816 181,792 2,047,193 1,817,928 1,583,828 1,344,790
Net Financial Assets/{Liabilities) 4,336,245 3,669,427 3,758,500 2,712,064 2,367,378 2,039,056 1,863,297
Non-Financial Assets
Tanagible capital assets 10,983,779 12,437,270 13,119,159 14,959,284 16,101,099 17,228,788 18,194,910
Net Changes in Tangible Capital Assets. 173,062 1,453,491 681,889 1,840,125 1,141,815 1,127,689 966,122

Note:2020 opening balances were estimated
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Attachment # 4

Safe Drinking Water Act, 2002

Ontario Regulation 453707

Financial plan requirements; licence renewal

3. {1) For the purposes of clause (b) of the definition of “financial plans” in
subsection 30 (1) of the Act, the following requirements are prescribed for
financial plans that are required by subsection 1 (2) or a condition that is

included in a municipal drinking water licence under subsection 1 (3) to
satisfy the requirements of this section:

1. The financial plans must be approved by a resolution that is passed by,

i. the council of the municipality, if the owner of the drinking water system is a
municipality, or

ii. the governing body of the owner, if the owner of the drinking water system
has a governing body and is not a municipality.

2. The financial plans must apply to a period of at least six years.

3. The first year to which the financial plans must apply must be the year
determined in accordance with the following rules:

i. If the financial plans are required by subsection 1 (2), the first year to which
the financial plans must apply must be the year in which the drinking water
system’s existing municipal drinking water licence would otherwise expire,

ii. If the financial plans are required by a condition that was included in a
municipal drinking water licence under subsection 1 (3), the first year to
which the financial plans must apply must be the later of 2010 and the year
in which the first licence for the system was issued.

4, Subject to subsection (2), for each year to which the financial plans
apply, the financial plans must include the following:

i. Details of the proposed or projected financial position of the drinking water
system itemized by,

A. total financial assets,

B. total liabilities,
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. het debt,

. non-financial assets that are tangible capital assets, tangible capital assets

under construction, inventories of supplies and prepaid expenses, and

. changes in tangible capital assets that are additions, donations, write downs

and disposals.

ii. Details of the proposed or projected financial operations of the drinking water

system itemized by,

. total revenues, further itemized by water rates, user charges and other

revenues,

. total expenses, further itemized by amortization expenses, interest expenses

and other expenses,

. annual surplus or deficit, and

. accumulated surplus or deficit.

Details of the drinking water system’s proposed or projected gross cash
receipts and gross cash payments itemized by,

. operating transactions that are cash received from revenues, cash paid for

operating expenses and finance charges,

. capital transactions that are proceeds on the sale of tangible capital assets

and cash used o acquire capital assets,

. investing transactions that are acquisitions and disposal of investiments,

. financing transactions that are proceeds from the issuance of debt and debt

repayment,

. changes in cash and cash equivalents during the year, and
. cash and cash equivalents at the beginning and end of the year.

. Details of the extent to which the information described in subparagraphs i,

ii and iii relates directly to the replacement of lead service pipes as defined
in section 15.1- 3 of Schedule 15.1 to Ontario Regulation 170/03 (Drinking
Water Systems), made under the Act.
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5. The owner of the drinking water system must,

i. make the financial plans available, on request, to members of the public who
are served by the drinking water system without charge,

ii. make the financial plans available to members of the public without charge
through publication an the Internet, if the owner maintains a website on the
Internet, and

iii. provide notice advising the public of the availability of the financial plans
under subparagraphs i and ii, if applicable, in a manner that, in the opinion
of the owner, will bring the notice to the attention of members of the public
who are served by the drinking water system,

6. The owner of the drinking water system must aive a copy of the
financial plans to the Ministry of Municipal Affairs and
Housing. O. Reg. 453/07, s. 3 (1).
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For:

For:
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CARRIED 8-0 on a recorded vote

Amended motion

Moved by: Councillor Fullarton

THAT report Habitat for Humanity Thousand Islands land request dated
August 18, 2020, be received; and

THAT the properties located at 197 Bartholomew Street and at Schofield
Ave (at Strowger Blvd.) be explored as a potential building sites for Habitat
for Humanity housing as a donation.

Mayor Baker, Councillor Bursey, Councillor Earie, Councillor
Fullarton, Councillor Journal, Councillor Kalivas, Councillor Wales,
and Councillor Wren
CARRIED 8-0 on a recorded vote

July 2020 Variance Report

Moved by: Counciilor Journal

THAT Council receives the Interim Variance Report for the period ended
July 31st, 2020 for information purposes.

Mayor Baker, Councillor Bursey, Councillor Earle, Councilior
Fullarton, Councillior Journal, Councillor Kalivas, Councillor Wales,
and Councillor Wren
CARRIED 8-0 on a recorded vote

2020 Water Systems Financial Plan

Moved by: Councillor Earle

THAT report SR2020-115 Water Systems Financial Plan be received and
the 2020 Water Systems Financial Plan, attachments 1 to 3 of this report,
be approved in accordance with Ontario Regulation 453/07 — Section 3 as
it pertains to the renewal of the City of Brockville’s municipal drinking
water licence and;

THAT staff provide Council with a detailed 10-year Capital Plan prior to the
start of the 2021 budget process.
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For: Mayor Baker, Councillor Bursey, Councillor Earle, Councillor
Fullarton, Councillor Journal, Councillor Kalivas, Councillor Wales,

and Councillor Wren

CARRIED 8-0 on a recorded vote
6. Municipal Household Special Waste Event

Moved by: Councillor Journal

THAT Report SR2020-113, Municipal Household Special Waste Event be
approved.

For: Mayor Baker, Councillor Bursey, Councillor Earle, Councillor
Fullarton, Councillor Journal, Councillor Kalivas, Councilior Wales,
and Councillor Wren
CARRIED 8-0 on a recorded vote

7. Thomas Street Pump Station - Pump Failure

Moved by: Councillor Wales
THAT Council receive Report SR2020-114; and

THAT the City purchase a new pump from Sulzer Pumps Canada
Incorporated; and

THAT the expenditure be funded from the Wastewater Working Capital
Reserve/Operating.

For: Mayor Baker, Councillor Bursey, Councillor Earle, Councillor
Fullarton, Councillor Journal, Councillor Kalivas, Councillor Wales,
and Councillor Wren
CARRIED 8-0 on a recorded vote
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