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1. Introduction

The Township of Enniskillen has authorized the development of a Financial Plan for the
Township’s drinking water system. The Financial Plan was prepared in accordance with the
Financial Plan regulation (0. Reg. 453/07) made under the Safe Drinking Water Act, as well as
the provisions of the financial planning guidelines published by the Ministry of Environment
(MOE) in August, 2007 entitled “Toward Financially Sustainable Drinking Water and
Wastewater Systems”.

The report estimates the operating expenses and capital costs from the year 2010 to the year 2016
in an operating plan. The revenue needed to support the operating plan is laid out in a funding
plan which relies on user fees along with government grants. User fees are set so that adequate
reserves are developed in order to fund capital expenses.

The Financial Plan was developed for the Township’s drinking water system, as well as tangible
capital asset information that the Township generated in accordance with the Public Sector
Accounting Board (PSAB) standard requirements. The Financial Plan includes a projection of
financial statements over six years from the year 2011 to the year 2016.

1.1 Legislative Context to Financial Planning

There have been legislative initiatives affecting water system management and operations over
the past decade. These initiates were precipitated as a result of the water borne illness tragedy in
Walkerton in 2000 and the subsequent public inquiry chaired by the Honourable Dennis
O’Connor. The Inquiry Report recommended a comprehensive approach to the delivery of safe
drinking water in Ontario.

The MOE has responded to the Inquiry recommendations by making legislative changes. One
change directly related to the development of the Financial Plan was the passage of the Safe
Drinking Water Act, 2002 (SDWA). It requires owners of municipal drinking water systems to
apply for and obtain a Municipal Drinking Water Licence. There are five elements that must be
in place in order for the owner of a drinking water system to obtain a licence:

1) A Drinking Water Works Permit to establish or alter a drinking water system.

2) An accepted Operational Plan. The Drinking Water Quality Management Standard
(DWQMS) is the standard upon which operational plans are based. The plan documents
an operating authority’s quality management system (QMS)

3) An Accredited Operating Authority. A third party audit of an operating authority’s QMS
will be the basis for accreditation.
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4) A Permit to Take Water.

5) A Financial Plan that must be prepared and approved in accordance with the prescribed
requirements in the Financial Plans Regulation.

Under section 30 of the SDWA, the Financial Plan element of the licence program must be
prepared in accordance with the requirements set by the Minister of the Environment.
Accordingly, the requirements set by the Minister of Environment apply as per the 2007 MOE
guidelines.

Regulation 453/07 of the Safe Drinking Water Act was passed in 2007 and contains two key
provisions that apply to existing water systems:

1. A person who makes an application under the Act for a municipal drinking water licence,
shall, before making the application, prepare and approve financial plans for the system
that satisfy the requirements of Reg. 453/07 (O. Reg. 453/07, S.1(1)).

2. As a condition in a municipal drinking water licence that is issued in response to an
application made under section 33 of the Act for a municipal drinking water licence, the
Director shall include a requirement that the owner of the drinking water system, by the
later of July 1, 2011 and the date that is six months after the date the first licence for the
system is issued, prepare and approve financial plans for the system that satisfy the
requirements prescribed Reg. 453/07 (O. Reg. 453, S. 1(3)).

Several other provisions are also set out in the regulation that must be met by a municipality
operating a water systejm:

» The Financial Plan must be approved by a resolution that is passed by the Council of
the municipality.

= The Financial Plan must apply to a period of at least six years.

= The first year to which the Financial Plan must apply must be the later of July 1, 2011
or six months after the first licence for the system was issued.

Once a system is licensed, the municipality’s Financial Plan is required to be updated every 5
years, in conjunction with every application for license renewal.
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1.2 Additional Legislative Context to Financial Planning

In June 2006, the Public Sector Accounting Board (PSAB) of the Canadian Institute of Chartered
Accountants approved new municipal financial accounting and reporting standards requiring that
tangible capital assets (TCA), including components of water and wastewater Systems, be
included in municipal financial statements. The new accounting standard PS 3150 came into
effect on January 1, 2009. This provides for a sharper focus on the depreciation of the capital
asset base of the water and wastewater systems and the need to plan for renewal and replacement
on a timely basis. This data is an integral component of the financial statements included in the
Financial Plan.

The Clean Water Act 2006 targets the protection of drinking water supplies through the
development of collaborative, locally driven, science and watershed based source protection
plans. According to the MOE financial planning guidelines, Financial Plans should include
source water protection costs related to the provision of water services.

In June 2007, the government of Ontario proposed a lead action plan. The Financial Plans
regulation contains requirements for municipalities to include in their Financial Plans, the costs
associated with replacing lead service pipes that are part of the drinking water system.

1.3  Township of Enniskillen Water Systems

The Township of Enniskillen operates one drinking water system. Potable water is purchased
from the Town of Petrolia and is resold to the ratepayers in the Enniskillen distribution system as
well as the Township of Dawn Euphemia and the Village of Oil Springs. There are
approximately 1260 farm and residential users within the Enniskillen distribution system. All
water users are metered. It is anticipated that growth in the water system will be very small
during the period of the financial plan.
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2. Operating Plan

2.1 Operations Expenses

Over the 2010 to 2016 period, operating costs such as labour, chemicals, insurance and other
costs are projected to increase at 3% per annum. Energy cost is projected to increase to 5% per
annum over the same period.

2.2  Capital Expenses

Capital renewal and replacement costs have been projected to the year 2016 and funding needs
have been included in the rates for the 2010-2016 period. The intent is to ensure that funding
will be available for the projected capital costs when needed. Capital needs beyond 2016 should
be considered in the next Financial Plan report due in 2015. The 2015 report will roll the time
horizon forward at least five years to the year 2021.

2.3  Debt

There is no long-term debt on the system at present and no multi-year debt is forecasted in the
2010-2016 period.

2.4  Lead replacement Costs

There is no lead present in the system and as a result, no funds have been set aside for lead
abatement.

2.5 Source Water Protection Costs

Studies related to source protection are underway however no specific protection costs have been
identified at this time. Until such time as the source water protection initiative is better defined,
we have not ventured to guess what such costs might be. This should be revisited at the time the
Financial Plan is next updated in the year 2015.
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3. Funding Plan

3.1 Government Grant

The Township currently receives an Ontario Small Water Works Assistance Program (OSWAP)
operating grant provided through a provincial program that helps reduce the cost of operating
water systems with small number of users. The grant is provided for the system and is projected

to continue throughout the 2010-2012 period. The grant will end at the end of 2012. The
balance of the funding will be required to be raised through user fees or other revenues.

3.2 Debt
No future long term debt is projected at this time.

3.3 Required User Fee

Based on the current results, the water rates are projected to remain stable for the 2010-2016
period. All users are charged on a meter basis and charged for the water going through the
meter. The rates are based on a $40 administration charge three times per year. This money is to
offset the operating expenses. In addition each user is charged $1.74 per cubic meter. $1.34is to
offset the cost of the purchase of water, .20 for water loss and .20 for capital replacement.

Township of Enniskillen

Proposed Water rates

2010 2011 2012 2013 2014 2015 2016
Water User Fees 776,589 784,355 784,355 798,758 798,758. 798,758 798,758
Number of users 1,260 1,260 1,260 1,260 1,260 1,260 1,260
Cost per User
(Household) 616 622 622 633 633 633 633
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4. Continuous Improvement

The Financial Plan regulation requires that the Financial Plans be updated every 5 years, along
with the request for application for the renewal of the Drinking Water Licence. This on-going
update will assist in revisiting the assumptions made to develop the operating and funding plans
as well as re-assessing the need for capital expenses.

5. Financial Plan Summary

This section provides a summary of principal features contained in the projected financial
statements over six years (2011-2016) in compliance with O. Reg. 453. The detailed financial
statements are set out in section 6. The notes regarding the Financial Plan are presented at the
end of the financial statement section.
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5.1 Financial Plan Summary
One important marker of the financial position of a water system is the net financial assets. A
positive number indicates that the system has the resources to deal with future capital and other

needs. A negative number indicates that past capital and other investments must be financed
from future revenues. The Enniskillen water system net financial assets are summarized below:

Township of Enniskillen

Water Net Financial Assets

2010 2011 2012 2013 2014 2015 2016

$1,000,000
$900,000
$850,000
$750,000

$600,000

The Enniskillen water system has a working capital surplus in 2010.

The Enniskillen water system has a strong positive cash position throughout the 2010 to 2016
period with the highest cash position in the year 2015.
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5.2 Tangible Capital Assets

A second important marker is the total value of the water system assets such as reservoirs and
water lines. Consideration of the value of tangible capital assets is part of PSAB compliance.
Water systems have a great deal of resources tied up in tangible capital assets and managing
these assets is critical to maintaining current levels of service. Tangible capital assets are
constantly decreasing in value as the assets age. This is termed amortization. An increase in
tangible capital assets is an indication that new assets have been added to the water system.

Township of Enniskillen

Tangible Capital Assets

2010 2011 2012 2013 2014 2015 2016

$6,000,000
$5,900,000
$5,800,000
$5,700,000
$5,600,000

$5,500,000

Graphs indicate that assets were added to the Enniskillen water system in 2009, with further
additions forecasted for 2011 through 2015. The value of assets in 2016 is slightly lower than
2010 indicating that the system is not being maintained. The declines from 2014 to 2016
indicate that assets are being used and thus depreciate in value over time. The illustrations above
indicate the need to maintain vigilance in managing the system’s tangible capital assets.
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5.3  Accumulated Surplus

A third important marker is the accumulated surplus chart shown below. It represents cash on
hand plus the book value of capital assets less debt. A surplus indicates that the proposed rates
are generating revenues to fund future operating and capital renewal requirements.

The water system is showing positive numbers with the surplus in 2016 being slightly higher
than 2010.

Township of Enniskillen
Accumulated
surplus

(000’s)

2010 2011 2012 2013 2014 2015

2016

$7,000
$6,900
$6,800
$6,750

$6,700
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Conclusion

The financial statements reveal that the Enniskillen water system is being properly renewed,
from an accounting perspective. In addition, the water system is being maintained with
substantial cash available to fund future capital requirements. The detailed financial statements
that were the basis for the above summary follow in Section 6.

6. Financial Plan Statements

The detailed financial plan statements are set out in the following tables.

10



Township of Enniskillen Water Systems
Financial Plan

6.1

*

Notes

Enniskillen Water System

Cash equivalent is a reserve set aside for future capital renewal to 2021.

These are working capital surplus

Tangible capital assets acquired in the past were valued in 2010 cost and deflated to
historic cost using the construction price index.

All new construction assumed to have taken place on July 1.

User fee revenues are geared to providing a sustainable water service based on capital
renewal projections to 2021.

The system is assisted by an OSWAP provincial government grant intended to assist
water users in small systems. This grant will cease at the end of 2012.

This revenue is represented by the interest at 2.5% per annum

Operating costs are projected to increase at 2% for most items.

Amortization was determined using the straight line method. Capital works are assumed
to have no residual value when they have reached the end of their projected life. All new
construction assumed to have taken place on July 1 and amortization for that year was
50% of the annual rate.

10. These operating revenues are user fees plus government grants.
11. No amortization was included in the expense total and therefore none was deducted.
12. This amount is earned on reserve balances.

11
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