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Executive Summary

In 2007, the Ontario Ministry of the Environment (MOE) released O.Reg. 453/07 (Financial Plans)
under the Safe Drinking Water Act, 2002 (SDWA). This regulation requires that a Financial Plan
be prepared as part of the Municipal Drinking Water Licencing Program set out in Part V of the
SDWA. The Financial Plan is intended to ensure that drinking water system owners plan for the
long-term financial stability of their drinking water systems in order to guarantee safe drinking
water into the future.

The Financial Plan must include a statement that the financial impacts of the drinking water
system have been considered, and apply for a minimum of six (6) years and outline details of the
proposed or projected revenues and expenses. The Financial Plan must also identify all assets
and liabilities.

This financial plan will be updated regularly and should be considered a work in progress and a working
document.
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Background

The Township of Laurentian Valley received its first Municipal Drinking Water Licence (MDWL) in
February of 2009 and has since been renewed in August of 2012 and March of 2016.

One of the conditions of receiving the licence is that a Financial Plan that satisfies the conditions
of Ontario Regulation 453/07 must be approved by Council by resolution of Laurentian Valley.
This Plan has been created to comply with the requirements of O.Reg. 453/07 and covers the
public portion of the Township of Laurentian Valley’s water distribution system which includes
all distribution systems, pipes, meters, valves, and hydrants. The financial statements included
in this report project 6 years into the future.

The Township of Laurentian Valley was created in 2000 from the amalgamation of the former
County of Renfrew municipalities:

e Township of Alice & Fraser
e Township of Pembroke
e Township of Stafford

Laurentian Valley residents get their drinking water from the City of Pembroke which has a water
treatment system. All treatment operations are performed by the City of Pembroke and
Laurentian Valley has no role in this system beyond the purchase of the drinking water. This
system is not considered under this Financial Plan.

Laurentian Valley’s physical assets of the water distribution system can be summarized as
follows:

Asset Type Quantity
Hydrant Valves 75
Hydrants 81
Water Mains (100 mm) 1
Water Mains (150 mm) 36

Water Mains (200 mm)
Water Mains (250 mm)

Water Mains (300 mm) 10
Water Meters 7
Water Valves 104
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Methodology

The Methodology that has been used to develop the Financial Plan is as follows:

1.

vk wnwN

Establish the assumptions regarding growth, capital expenditure, rates, inflation, etc. that
will determine future finances.

Determine current and future expenses under the assumptions.

Determine current and future capital expenditure requirements under the assumptions.
Determine current and future revenues under the assumptions.

Assess whether the drinking water system is financially sustainable under these
assumptions.

Current Expenses

The current year operating expenses were taken from the 2020 budget, which also included the
expense details for the year 2019. The future operating expenses are assumed to increase by an
assumed rate of inflation, which is 3% per annum for all operating expenses.

Projected Total Expenditures
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Debt Expenses:

There are current debts with associated repayment periods. New debt is projected for future
periods. Future debt is assumed to be for 20 year terms for which borrowing is required.

The projection of future debt is shown in three different tables:

1. Current Loans — Total Outstanding Principal
2. Debt Issued by Year
3. All Loans — Total Principal and Interest Payments each year

Debt - Total Outstanding Principle
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Amortization Expenses:

Amortization is a non-cash expense, which represents the usage of tangible capital assets (TCAs).

The

annual expense is based on the asset’s historic cost, and apportioned over the useful life of the asset using
the amortization method adopted for the purposes of PSAB 3150. The Township of Laurentian Valley has
adopted the straight line method.
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Total Expenses:

The total expenses are the sum of the operating, interest and amortization expenses. Operating expenses
are the costs incurred for providing the drinking water supply from day-to-day. Items included in
operating expenses include wages, benefits, materials, supplies, maintenance, equipment and utilities.
The table below shows the projected total expenses for 2019 to 2030.

Projected Total Expenditures
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Capital Expenditure

Capital expenditures are based on the Asset Management Plan. The Asset Management Plan is reviewed
and updated annually. A full review has been conducted and the capital expenditures that have been
identified are the recommended replacements due to condition and age.

Revenues

Revenues are principally made up of the basic water service charge (fixed charge per billing period) and
the consumption charge (rate per cubic metre) for metered services. Revenues have been projected
based on the system growth assumptions. There are two components to the system growth projection,
first the number of new customers that will be added over the period covered by this Financial Plan and
second the amount of water the average metered customer will use. These assumptions are critical and
small changes to the assumptions can cause large changes in projected revenue. Therefore they will be
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reviewed annually to track if and by how much they are deviating from the initial assumptions made in
this Financial Plan.

In respect of water charges it has been assumed that the basic water service expense is increasing by 3%
per year and that the consumption charge will increase by 3% per year as well.

The projections have assumed that the current customer base will increase over the period of this
Financial Plan. The growth in customer base has been projected based on recent planned subdivisions
within the water area. Development Charges will not create revenue for water over the next six years.

Projected Flat Rate Increase
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Projected Revenues
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Annual Surplus or Deficit

The Township of Laurentian Valley recently (2015) is budgeting a zero base budget whereas all surplus
from the year prior are transferred into reserves at the end of the year. In the event of a deficit the
amount of the deficit will be financed from the Water Reserve. Therefore there will be no additional
accumulated surplus or deficit from year to year.

Financial Plan

The Financial Plan Regulation O.Reg. 453/07 requires a Drinking Water System Financial Plan to have the
following statements:

1. Details of the proposed or projected financial position of the drinking water system itemized by:

a. Total financial assets
b. Total liabilities

c. Netdebt

d.

Non-financial assets that are tangible capital assets, tangible capital assets under
construction, inventories of supplies and prepaid expenses, and
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e. Changes in tangible capital assets that are additions, donations, write downs and

disposals.
2. Details of the proposed or projected financial operations of the drinking water system itemized
by:
a. Total revenues, further itemized by water rates, user charges and other revenues
Total expenses, further itemized by amortization expenses, interest expenses and other
expenses,
c. Annual surplus or deficit, and
d. Accumulated surplus or deficit
3. Details of the drinking water system’s proposed or projected gross cash receipts and gross cash
payments itemized by:
a. Operating transactions that are cash received from revenues, cash paid for operating
expenses and finance charges
b. Capital transactions that are proceeds on the sale of tangible capital assets and cash
used to acquire capital assets
c. Investing transactions that are acquisitions and disposal of investments
d. Financing transactions that are proceeds from the issuance of debt and debt repayment
e. Changes in cash and cash equivalents during the year, and
f. Cash and cash equivalents at the beginning and end of the year.
Conclusions

The financial sustainability of the Township of Laurentian Valley Drinking Water System has been
evaluated in this Financial Plan. As outlined above the financial projects have been made on the basis of
a series of assumptions, the most important of which concern future growth, future capital expenditure,
cost inflation and future water charges and rates. From these assumptions it is concluded that the
Township of Laurentian Valley has a financially sustainable drinking water system.

The following points are the most important conclusions of the financial analysis:

1.

Forecasted water consumption is based on current numbers but is assumed to increase slightly
over time due to estimated growth.

Forecasted water charges from the City of Pembroke is based on current numbers but the cost is
assumed to increase at a rate of 3% per year over the period of this Financial Plan.

The growth estimate is a significant assumption and has a huge impact on the annual result.
Assumed growth in the forecast is moderate and is based on projected lots in two plans of
subdivision currently in negotiations with the Township. Projected growth estimates are
proposed to increase at a rate of 10 units per year.

A small amount of development charges is anticipated but will be transferred directly into the
general account as the projects have been completed and financed from the general account
several years ago.

A balance needs to be maintained in the reserves for water asset replacements. There will need
to be significant increases to reserves to accomplish this. Currently the replacements costs are
funded at 6.07% of the total replacement costs.
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Capital projects will have to be debt financed over time as each project is completed.

In the past all Gas Tax Funding has been allocated to road projects and perhaps could offset some
of the road replacement costs associated with the water replacement costs. The road
replacement costs have not been considered in this Financial Plan.

This Financial Plan is a working document and will be reviewed annually in order to ensure that the system
continues to be financially sustainable and that adjustments are made as necessary to achieve this

objective.

Process for Approval and Submission

The following next steps are required in accordance with the requirements of the Financial Plan

Regulation:

1.
2.
3.

The Financial Plan must be approved by resolution of Council.

A Notice of the availability of the Financial Plan must be advertised.

The Financial Plan must be made available, on request and without charge, to the members of
the public that are served by the water system.

The Financial Plan must be made available on the Township of Laurentian Valley’s website without
charge.

A copy of the Financial Plan, along with council resolution must be submitted to Ministry of
Municipal Affairs and Housing and to the Ministry of the Environment in order to comply with the
Township of Laurentian Valley’s Drinking Water System Owner’s Licence requirements.

______________________________________________________________________________________________________________|
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APPENDIX A

Capital Budget Forecast — 2020 - 2026

2022

881 Roy St W Fire Hydrant 032 Near 667 Roy St W 2020
882 Roy St W Fire Hydrant 033 Between 649 & 651 Roy St W 2020
883 Roy St W Fire Hydrant 034 Roy St W (Between First and Third) 2020
885 Roy St W Fire Hydrant 036 Roy St W (near First Ave) 2020
886 Roy St W Fire Hydrant 037 585 Roy St W 2020
978 Roy St W Waterline 02 Bruham Ave to Jean Ave 2020
1117 Roy St W Main Valve 034 Roy St W @ Jean 2020
1118 Roy St W Main Valve 035 Roy St W @ Third 2020
1532 Roy Street W Main Valve 70 Roy St. W - East of First Avenue 2020
1533 Roy Street W Main Valve 69 Roy St. W - West of First Avenue 2020
2025

851 Roy St E Fire Hydrant 002 Roy St E @ Elgin St 2025
852 Roy St E Fire Hydrant 003 Willow Dr @ Roy St E 2025
962 Karen Street Waterline Ola ggundary Rd to Hamilton StW @ Roy St W MV 2025
963 Karen Street Waterline 01b Hamilton St W @ MV 25 to Roy St W 2025
982 Willow Drive Waterline 01 Willow Dr Meter Chamber to Roy St E 2025
983 Willow Drive Waterline 02 Roy St E to Fairview Ave S 2025
984 Bruham Avenue Water Meter | Between 605 and 607 Bruham Ave 2025
985 Elgin Street Water Meter Elgin St @ Boundary Rd 2025
986 Karen Street Water Meter Karen St @ Boundary Rd 2025
990 Willow Street Water Meter Willow St @ Boundary Rd 2025
1080 Willow Street Main Valve 004 | Willow @ Roy St E 2025
1084 Willow Street Main Valve 006 | Willow @ Roy St. E. 2025
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APPENDIX B

Forecasted Statement of Financial Position

2019 2020 2021 2022 2023 2024 2025 2026

Assets

Accounts Receivable Water Billings $ 76053 § 75000 % 75000 $ 75000 & 75000 & 75000 S 75000 S 75,000

Due from Township of Laurentian Valley 5 661,496 S 743,365 S 826,958 $ 913,498 $1,003,077 51,078,708 51,157,052 51,238,191
S 737549 $ 818365 S 901,958 $ 988493 $1,078,077 $1,153,708 $1,232,052 $1,313,191

Liabilities

Due to Township of Laurentian Valley 5 - 3 - 3 - 3 - 3 - 3 - 3 - s -

Accounts Payable and accrued liabilities $ 64,667 $ 65,000 5 65000 S5 65000 5 65000 5 65000 S 65000 S 65,000

Net long term liabilities S 731,088 S 694,801 S 657,863 $ 620,257 $1,041,965 S 985889 S 928575 $1,369,986
$ 795755 S 759,801 S 722,863 S 685,257 51,106,965 51,050,889 S 993,575 51,434,986

Net Financial Debt -3 58,206 5 58,564 S 179,095 S 303,241 -5 28,838 S 102,819 S 238477 -S 121,795

MNon Financial Debt

Tangible Capital Assets $ 1,790,445 5 1,790,445 51,790,445 51,790,445 52,250,445 52,250,445 52,250,445 52,750,445

Accumulated Surplus $ 1,732,239 S 1,849,009 51,969,540 52,093,686 52,221,557 52,353,264 52,488,922 52,628,650
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Forecasted Statement of Operations

2020 2021 2022 2023 2024 2025 2026
Revenue
User Charges $ 534,879 $ 550,925 $ 567,453 $ 584,477 $ 602,011 $ 620,071 S 638,673
Frontage Charges 5 -
Interest Income §& 8000 § 8240 $ 8487 § g742 & 9004 & 9274 § 9,552

Provincial and other government transfers
Development Charges

% 542,873 % 559,165 S 575,940 $ 593,219 S 611,015 5 629,346 S 648,226

Expenses

salaries and benefits § 47500 § 48925 § 50,393 5 51,905 § 53,462 S 55066 S 56,717
Purchase of Water § 300,000 § 309,000 $ 318,270 & 327,818 & 337,653 & 347,782 $ 358,216
Materials, supplies and services § 78609 S 80,710 S 83,131 S 83,625 S 88,194 5 90,840 S 93,365

Amortization expense

$ 426,109 $ 438,635 S 451,794 § 465,348 S 479,308 S 493,687 S 508,498

Excess of Revenue over expenses $ 116,770 5 120,531 S 124,147 & 127,871 S 131,707 5 135,658 S 139,728

Accumulated Surplus at beginning of yea 51,732,239 51,843,009 51,969,540 52,093,686 52,221,557 52,353,264 52,488,922

Accumulated Surplus at End of Year $1,849,009 91,969,540 $2,093,686 $2,221,557 52,353,264 52,488,922 52,628,650
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Forecasted Statement of Cash Flow

2020 2021 2022 2023 2024 2025 2026
Cash Flows From (Used In) Operating Activities
Excess of revenue over expenses § 116,770 5 120,531 $ 124,147 § 127,871 $ 131,707 § 135,658 5 139,728
MNon-cash items included in excess of revenue over expenses
Amortization of tangible capital assets 5 - 5 - 5 - 5 - 5 5 - 5 -

$ 116,770 S 120,531 $ 124147 $ 127,871 $ 131,707 S 135658 S 139,728

Changes in the level of:

Accounts receivable s 1,053 $ - $ - $ $ - $ - $ -
Due from Township of Laurentian Valley -§ 81,869 -5 83,593 - 86,541 -5 89,579 -§ 75631 -S 73,344 -5 81,139
Accounts payable and accured liabilities 3 333§ - 3 - 3 3 - 3 - 5 -
$ 36,287 S 36938 S 37606 S 38292 S 56076 S 57,314 S5 58,589
Cash Flows From (Used In ) Capital Activities
Acquisition of tangible capital assets 3 - 3 - 3 - -5 460,000 § - 3 - -5 500,000
Cash Flows From (Used In ) Finacing Activities
Change in net long term liabilities -5 36,287 -5 36,938 -5 37606 S5 421,708 -5 56,076 -5 57,314 S 441411
Net Change in Cash $ - -5 0 3 -5 0 -3 0 -3 035 0
Cash at Beginning of Year 5 - s - -8 0 -3 0 s 0 3 0 -3 0
Cash at End of Year S - -5 0 -$ 0 s 0 s 0 -$ 0 s 0
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