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Background

The Township of North Glengarry provides water services to approximately 1,325 residential
units as well as approximately 200 commercial units in Alexandria, Ontario as well as
approximately 46 residential units and 1 commercial unit in Glen Robertson. Recent changes to
maintenance standards and testing practices have put pressure on municipalities to conform to
provincial health and safety standards. As uniform rates have been established in the Township
of North Glengarry the Financial Plan will apply to both drinking water systems. Licence #181-
101 was issued on April 15, 2011 for the Alexandria Drinking Water System and Licence #181-
102 was issued on Apri! 15, 2011 for the Glen Robertson Drinking Water System, The financial
plan is due six months after the date the licence for the systems are issued.

The legistative framework under which water services are managed in Ontario have also changed
with the introduction of the Safe Drinking Water Act, 2007 (SDWA). Ontario Regulation 453/07
of the SDWA requires public providers of water services to submit a Financial Plan to the
Ministry of Municipal Affairs and Housing. The Financial Plan is intended to provide
information refating to the financial stability of the water systems. This information forms the
basis for a strategy to ensure the safe and reliable delivery of water services over the long term.

Financial Plan Requirements for Existing Systems

Ontario Regulation 453/07 provides details with regards to .30 (1) part b of the SDWA for
existing water systems which are summarized as follows:

. Financial plans must be approved by Council resolution.

. Financial plans must include a statement that the financial impacts have been
considered and apply for a minimum six year period.

. Financial plans must include detail regarding proposed or projected financial

operations itemized by total revenues, total expenses, annual surplus/deficit and
accumulated surplus/deficit for each year in which the financial plan apply.

. Financial plans must present financial position itemized by total financial assets,
total liabilities, net debt, non-financial assets, and tangible capital assets for each
year in which the financial plan apply, and

. Gross cash receipts/payments itemized by operating transactions, capital
transactions, investing transaction and financial transaction for each year in which
the financial plan apply.

. Financial plans applicable to two or more solely-owned drinking water systems
can be prepared as if they are one drinking water system.

. Financial plans are to be made available to the public upon request and at no
charge.

. If a web site is maintained, financial plans are to be made available to the public
through publication on the internet at no charge.

. Notice of availability of the financial plan is to be given to the public, and
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. Financial plan is to be submitted to the Ministry of Municipal Affairs and
Housing.

Financial Plan Requirements - General

In view of the fact that the legislation falls under the SWDA, a financial plan is mandatory for
water systems and encouraged for wastewater systems. The financial plans shall be for a period
of at least six years and is to be completed and approved by the later of July 1, 2010 and the date
that is six months after the first licence is issued. Financial plans may be amended and additional
information beyond which is prescribed can be included if deemed necessary.

Where a licence has been issued, the financial plan must contain on the front page, the

appropriate finance plan number as set out in Schedule A of the Municipal Drinking Water
Licence document.
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Operating Expenditures

Operating expenses can be generally defined as recurring expenses associated with providing a
service. These are expenses that need to be made to keep the operation running on a day-fo-day
basis which are easily identifiable, measurable and readily verified as they are based on actual
cash outlays and liabilities such as wages, materials and supplies, utilities and administration
costs.

As this plan extends over many fiscal years, operating expenditures must be projected on
estimation of service costs over time. This would include future customer demands, projected
repair and maintenance costs, long term debt repayment as well as utility costs and treatment
chemicals,

The Township of North Glengarry’s 2011 operating budget for water treatment and distribution
includes personnel costs, materials and supplies, utilities, long term debt repayments and are
estimated at 1,136,443, The 2011 budget (adopted by council in 2011) included 8 months of
payments for the estimated loan requirement of 1,140,000 (estimate based on 4% interest
amortized over 10 years) to cover our portion of the Stimulus Project for the Water System
Upgrades including the new water tower, the scada system and the dead end improvements for
Elgin Street. The operating budget for long term debt expenses will have to be increased by
about $46,000 in future years to cover this.  Overall operating expenses are projected to increase
at an average of 3% each year to cover the above day to day operating costs.

Operating LTD Repayment Total Operating

Year

2011 856,071 280,372 1,136,443
2012 881,796 326,575 1,208,371
2013 908,250 326,575 1,234,825
2014 935,498 326,575 1,262,073
2015 963,563 326,575 1,290,138
2016 992,470 138,503 1,130,973
2017 1,022,244 138,503 1,160,747
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Capital Expenditures

The water supply and distribution system for the Township of North Glengarry consists of land,
buildings, distribution mains, equipment and vehicles for the capital value of approximately
$8,192,318. In 2011, a new water tower was installed as well as a new scada system for the
filtration plant in Alexandria. These projects are being completed under the Canada Ontario
Stimulus Fund These assets provide for the safety of the delivery of safe drinking water to the
residential and commercial properties in Alexandria.

The capital cost component of our municipal water supply and distribution system represents a
substantial value. Major upgrades have been completed however replacement/renewal over time
will form a significant component of this financial plan,

The Township of North Glengarry developed a 10 year capital plan in 2007 which consists
mainly of the following improvements:

No | Description Recommended | Completed
Timeline

1 | Complete the improvements to the North End. Immediate 2007

2 | Increase system operating pressure to 450kPa (65psi) and Immediate 2007
conduct leak detection survey. Repair leaks.

3 | Complete the watermain replacement to Glengatry Immediate 2007
Memorial Hospital.

4 | Verify model results based on improvements to service 1-2 years No

the north end.

5 | Conduct hydrant flow tests on all hydrants. Relocate 1-2 years 2010
hydrants that fail to meet minimum MOE fire flow
requirements. Repeat hydrant flow tests.

6 | Looping, rehabilitation and replacements of watermains. 1-3 years On-Going
Priority should be based on hydrants which are still not
achieving minimum MOE fire flow requirements.

7 | Complete the looping, rehabilitation and replacement as 3-10 years On-Going
outlined within the report.

8 | Conduct Environment Assessment and provide Within 5 years, 2010
additional water storage for the system

The amount of 300,000 annually has been incorporated in our rates for the annual capital budget.
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Debt Management

Debt management is the ability to repay debt over time, including both principle and interest
charges. Funding for the Township’s major capital improvements has been commontly financed
by issuing debt. All debts currently owed were incurred to fund direct capital cost improvements
for the system. The total debt is expected to be repaid by the year 2021.

Original Loan Estimate of Loan Total
Year Amount In 2005 Amount in 2011 Payment
1,172,482 1,140,000
2011 188,072 92,300 280,372
2012 188,072 138,503 326,575
2013 188,072 ' 138,503 326,575
2014 188,072 138,503 326,575
2015 188,072 138,503 326,575
2016 138,503 138,503
2017 138,503 138,503
2018 138,503 138,503
2019 138,503 138,503
2020 138,503 _ 138,503
2021 138,503 138,503

The amount of Loan for 1,140,000 is an estimate only. The funds had not been borrowed at
the time of this report. This was an estimate required for the 2011 budget which has already
been adopted by council. The funds will only be borrowed towards the end of 2011. See
Schedule C for Debt Repayment Schedule.
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Total Cash Expenditures

The Township of North Glengarry has significant cash expenditure, including operating
expenses, debt repayment/interest charges and capital costs. Total expenditures are projected at
$1.4 million for 2011 with an approximate increase of 3% for general operating costs thereafter.

Year Operating Debt Total Capital Total
Repayment Operating
&
Debt
Repayment
2011 856,071 280,372 1,136,443 340,000 1,476,443
2012 881,796 326,575 1,208,371 300,000 1,508,371
2013 908,250 326,575 1,234,825 300,000 1,534,825
2014 935,498 326,575 1,262,073 300,000 1,562,073
2015 963,563 326,575 1,290,138 300,000 1,590,138
2016 992,470 138,503 1,130,973 300,000 1,430,973
2017 1,022,244 138,503 1,160,747 300,600 1,460,747
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Water Consumption and Rates

Since 2003 water consumption in the Township of North Glengarry has declined due to the
departure of a single large industrial user, Consoltex.

Year Consumption
cubic metres
2003 1,397,421
2004 1,018,157
2005 870,415
2006 689,065
2007 725,592
2008 704,595
2009 642,627
2010 596,745

As with most water utilities the Township has significant fixed costs, and as consumption
decreases, these costs must be offset by increasing water rates. The last rate increase was
adopted by council on June 22, 2009 by

By-Law #25-2009 which authorized the following:

Water Rates for Alexandria and Glen Robertson:

Residential First 15 cubic metres $50.00

Balance $1.37 per cubic metre
Commercial First 15 cubic metres $50.00

Balance $1.37 per cubic metre
Large Users First 15 cubic metres $50.00

Balance $1.37 per cubic metre

These rates were hased on a budget estimate of Operating (1,215,697} and Capital of
{300,000) for a total of 1,515,697 for North Glengarry Water with consumption based on
604,595 less 188,000 (1,572 residential units at 10 cubic metres per month times 12 months).
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Projected Statement of Financial Position - Schedule A

The Projected Statement of Financial Position provides information that describes the financial
assets and liabilities of the Township’s water system. The first important indicator in
determining the actual financial position of the water system is net financial assets, which is
defined as the difference between financial assets and liabilities. This value is used to
determine the systems’s “future revenue requirement.”

A net financial asset position occurs when financial assets are greater than liabilities implying
that the system has the resources to finance future operations. However a net {debt) position
implies that the system’s future revenues must finance past transactions as well as future
operations. {See Schedule A)

The accumulated surplus is the accumulation of excess revenues over expenses over time. An
accumulated surplus indicates that the available net resources are sufficient to provide for
future needs.

The tangible capital assets indicates that the assets have been acquired while a decrease in the
tangible capital asset balance indicates a 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 the cost of the asset to operations over the asset’s
useful life.

Statement of Operations - Schedule B

The Statement of Operations summarizes the revenues and expenses generated by the water
system for a given period. This statement includes the revenues less the expenses, arriving at
the excess or net revenues over expenses.

The Revenues include both operating revenue and one-time government funding grants
received. Expenses include a list of detailed projected expenses such as operating expenses
such as salaries, wages, repairs and maintenance etc. Amortization is the “write off” of the
capital assets for the water system infrastructure over its useful life, which does not represent
a cash expenditure,

Page 10




Debt Repayment Schedule - Schedule C

The Debt Repayment Schedule outlines the Principle and Interest costs on existing water
infrastructure debt with the total projected repayment projected for the year 2021.

Statement of Cash Flow - Schedule D

The Statement of Cash Flow summarizes how the water system is expected to generate and use
cash resources during the projected period. The transactions that provide/use cash are
classified as operating, capital and financing transactions as shown in Schedule D. The water
system will not accumulate a significant amount of cash on an annual basis until it repays‘;he
current debt. (Estimated at about 2 million dollars). These payments are expected to decline as
debt is repaid and interest charges decrease. (See Schedule C}. Total repayment is expected to
occur in the year 2021.

Projected Budget 2011 - 2017 - Schedule E

The Projected Budget provides an overview of Revenues and Expenses for the years 2011 -
2017.
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Conclusions;

With the completion of this Financia! Plan document, staff are now in the position to more
accurately project long-term capital investments over time. This will also assist in establishing
future water rates to meet system demands. This document will also keep councit members
and the general public informed of projected costs related to water system infrastructure over
the duration of the Financial Plan.

The Financial Plan provided in the attached schedules provides the necessary schedules and
information to meet the requirements of Ontario Regulation 453/07.

This document has not been audited however this Financial Plan should be considered a living
document which must be updated/reviewed as situational changes occur. Situational changes

can be operational processes or new major unanticipated capital expenditures.

This document will be:

. made available to the public upon request and at no charge;

. made available to the public through publication on the internet at no charge;
. made available to the public by providing a public notice;

. submitted to the Ministry of Municipal Affairs and Housing.
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