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Agenda 
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� Long Range Financial Plan Introduction

� Review Key Challenges

� Review Proposed Financial Policies

� Summarize Long Range Financial Plan 
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Project Overview 

The project includes two key components:

1. Rate Study 

– A report was presented to Council in 
December 2009

– Follow up report describing the proposed 
rate structure will be forthcoming in 2010

2. Long Range Financial Plan

– Regulations prescribe the requirements 
for Financial Plans (for a minimum of 6 
years), part of the Municipal Drinking 
Water Licence Program

– Approach undertaken by the County was 
to undertake a similar process for the 
County’s wastewater systems

Long-Range Financial Plan Introduction 

� Objectives of the Long-Range Financial 
Plan:

– Sufficient reserves available for funding 
shortfalls, financial emergencies and 
capital requirements

– Sufficient financial flexibility within the 
plan

– Covering the full cost of its operation

– Rates remain affordable

– Capital funding strategies do not 
negatively impact the County’s credit 
rating
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Forecast

� Two versions were prepared for Water 
and Wastewater

1. Existing Plan – Based on the 
existing capital budget.  As will be 
shown in the presentation, there 
were a number of challenges that 
needed to be addressed.

2. Revised Plan – Reflects staff 
adjustments to the capital budget 
and a revised financing plan based 
on the recommended policies 
contained in the report. 

Challenges 

� Multiple Water and Wastewater 
Systems

� Availability of Capital Reserves

� Increased Reliance on Debt Financing

� DC Reserves and Reserve Funds

� Stabilization Reserves

� Changes in Interest Rates

� Affordability
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Debt Policy 

� High debt levels reduce flexibility and 
could impair financial sustainability if 
debt repayments cause or contribute to 
future revenue inadequacies

� Ministry limit is debt charges cannot 
exceed 25% of own source revenues

Recommendation
Water and Wastewater debt charges should not exceed 25% of own source 
revenues

Capital Reserve Policies

� Ministry of the Environment suggest that the minimum contribution to 
reserves should be equal to the average amortization for the tangible 
capital assets

Recommendation

Establish a target annual contribution to the Water and Wastewater Reserves at 
least equal to the annual amortization amount of the underlying tangible capital 
assets

2010 2011 2012 2013 2014 2015
  
Total Water 932,835$        1,066,336$     1,245,475$    1,313,800$   1,324,937$   1,344,545$     

Total WW 376,564$        396,161$        512,430$       604,079$      635,982$      656,807$        

Amortization

* Based on historical costs
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Capital Reserve Policies

� GFOA recommends 5% to 15% for 
stabilization reserves as a percentage of 
gross expenditures

� Water and wastewater reserves are used for 
both operating budget shortfalls 
(stabilization) and capital replacement and 
as such they should not fall below 15% of 
the gross expenditures

Recommendation

Establish minimum target balances for Water and Wastewater Capital 
Reserves at a level of 15% of gross expenditures

Development Charge Reserve Funds 

� Both the DC Water and Wastewater Reserve 
Funds are in a negative position and are 
forecast to be negative throughout the 6-year 
forecast period

� Incurring new debt on growth-related capital 
projects would place an increased burden on 
existing ratepayers

� Projected annual DC revenues would not be 
sufficient to pay annual debt repayment

Recommendation
Debenturing for the growth-related portion of capital projects should only be 
undertaken when all developer related capital funding arrangements that are 
available within the Development Charges Act have been exhausted
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Water Capital Long 
Range Financial Plan

Existing and Revised 6-Year Water Capital

Existing Water 
Capital Plan

Revised Water 
Capital Plan Difference

2010 1,325,000$           1,325,000$           -$                    

2011 12,860,000$         9,955,000$           (2,905,000)$        

2012 5,390,000$           7,440,000$           2,050,000$         

2013 1,275,000$           725,000$              (550,000)$           

2014 870,000$              1,170,000$           300,000$            

2015 1,608,750$           1,608,750$           -$                    

Total 23,328,750$         22,223,750$         (1,105,000)$        

* Details provided in the staff report
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Water Capital Financing Plan

� Existing Plan includes $10.99 million in debt (47% of total financing 
sources) compared with the Revised Plan of $4.55 million in debt (20%)

� Revised plan includes front-end financing for growth-related capital 
contributions and deferring some capital projects

Water Capital Budget
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� Revised Plan reduces 
debt requirements by 
over 50% which 
provides financial 
flexibility 

� Revised plan caps 
debt charges as a % 
of gross expenditures 
at 7.5%, well below 
the recommended 
25% threshold
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Projected Water Capital Reserve Summaries

� Annual contributions to 
the Water Capital 
Reserve is aligned with 
the annual amortization 
of the underlying assets

� Sufficient protection is 
available in the Revised 
Plan where the 
Reserves stay above 
the threshold of 15%

Water Reserve Year End Balance
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Minimum target

Water Operating Budget Impact

� Revised Plan requires a 
3% annual increase in 
gross expenditures 
compared with the 
Existing Plan which has 
significant volatility (0% 
to 17%)

� Revised Plan has lower 
expenditures and higher 
reserve balances
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Wastewater Capital 
Long Range 
Financial Plan

Existing and Revised 6-Year WW Capital

* Details provided in the staff report

Existing 
Wastewater 
Capital Plan

Revised 
Wastewater 
Capital Plan Difference 

2010 825,000$              825,000$              -$                    

2011 1,075,000$           950,000$              (125,000)$           

2012 11,950,000$         10,550,000$         (1,400,000)$        

2013 1,800,000$           875,000$              (925,000)$           

2014 1,000,000$           1,400,000$           400,000$            

2015 2,100,000$           2,100,000$           -$                    

Total 18,750,000$         16,700,000$         (2,050,000)$        
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Wastewater Capital Financing Plan

� Existing Plan includes $13.98 million in debt (74%) compared with the 
revised plan of $3.99 million (24%)  

� The reduction in debt is mainly attributed to the upfront collection of 
development charges related to growth-related capital projects  

Wastewater Capital Budget
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Projected Wastewater Debt Summaries

� Existing Plan debt 
charges reach $1.34 
compared with $560,000 
in the Revised Plan 

� Debt as a percentage of 
expenditures is 
significant, reaching 
almost 40% by 2014 in 
the Existing Plan 

� Revised Plan, debt 
charges as a percentage 
of gross expenditures are 
21% or lower throughout 
the plan
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Reserves as a % of Wastewater Gross Expenditures
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Projected Wastewater Reserve Summaries

� Negative Wastewater 
Reserve balance by 
2012 in the Existing 
Plan  

� Revised Plan -
Wastewater Capital 
Reserve falls to 12% of 
total gross expenditures 
in 2013 

Minimum target

Wastewater Reserve Year End Balance
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Wastewater Operating Budget Impact

� Existing Plan results in 
volatility in the change in 
gross expenditures from 
year to year ranging 
from 0% to 29%  

� Revised Plan smooths 
the impact in revenue 
requirements to 
approximately 8% 
annually

Wastewater Gross Expenditures

$2,000,000

$2,500,000

$3,000,000

$3,500,000

$4,000,000

2010 2011 2012 2013 2014 2015

Existing Revised

% change in Wastewater Gross Expenditures

0.00%

5.00%

10.00%

15.00%

20.00%

25.00%

30.00%

35.00%

2011 2012 2013 2014 2015

Existing Revised



12

Summary

� Revised Plan focused on improving sustainability and revenue stability by:
– Ensuring the adequacy of the reserves
– Managing debt loads
– Smoothing rate increases over time

Year

Water 
Reserves as 
a % of Gross 
Expenditures

Water Debt 
Charges as a 
% of Gross 

Expenditures

% change 
in Water 

Operating 
Budget

2010 73% 2.0%

2011 47% 1.1% 3.0%

2012 20% 1.1% 3.0%

2013 33% 7.5% 3.0%

2014 35% 7.3% 3.0%

2015 29% 7.1% 3.0%

Water Wastewater

Year

WW 
Reserves as 
a % of Gross 
Expenditures

WW Debt 
Charges as a 
% of Gross 

Expenditures

% change 
in WW 

Operating 
Budget

2010 19% 21.1%

2011 28% 19.7% 8.0%

2012 18% 19.3% 8.0%

2013 22% 19.1% 8.0%

2014 14% 18.8% 7.9%

2015 40% 15.6% 8.0%


