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Executive Summary

This Financial Plan satisfies the requirements of O. Reg. 453/07 (Financial Plans). One
component of the Plan is to provide information on the operating and capital expenditures
required to ensure reliability and long term sustainability of the Township of Enniskillen
Drinking Water System.

This plan outlines the Township of Enniskillen Drinking Water System’s financial status,
discusses current and future pressures, outlines the funding structure and provides a financial
forecast for the water system. The financial impacts have been considered and applied for a 6
year period (2026-2031), in yearly detail from 2026-2031.
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1. INTRODUCTION

The Township of Enniskillen has authorized MNP LLP to develop the 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 2026 to the year 2031
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 2026 to the year 2031. The location and extent
of the drinking water service area is shown in Figure 1.1 below.
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Figure 1.1 Boundaries of Township of Enniskillen drinking water system

1



The Township of Enniskillen received its Municipal Drinking Water Licence (MDWL) on June
24, 2011. One of the conditions of receiving the licence is that a Financial Plan that satisfies the
conditions of Ontario Regulation 453/07 (O. Reg. 453/07) must be approved by Council within
six months of the date of Enniskillen’s MDWL. This Plan has been created to comply with the
requirements of O. Reg. 453/07 and covers the public portion of the Township of Enniskillen’s
distribution system which includes all pipes, valves, hydrants, pumping stations and reservoirs.
The financial statements included in this report project 6 years into the future.

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:

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

e 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)

e An Accredited Operating Authority. A third party audit of an operating authority’s QMS
will be the basis for accreditation.

e A Permit to Take Water.

e 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 either be
prepared in accordance with the Sustainable Water and Sewage System Act, 2002 (SWSSA) or
in accordance with the requirements set by the Minister of the Environment. SWSSA
regulations have not been published. 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:

e 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)).



e 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
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 system:

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

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

e The first year to which the Financial Plan must apply must be the year in which the
drinking water system’s existing license would otherwise expire.

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.

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. Utilities are encouraged
to have, at a minimum, estimates of any current source protection costs as a separate cost item by
the time that their Financial Plans are required in order to effectively align with the anticipated
approval timelines for source protection plans.

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 1400 farm and residential accounts within the Enniskillen distribution system.
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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.

2. APPROACH

The methodology that has been used to prepare the financial plan is as follow:

1. Determine overall assumptions regarding projected revenue growth, capital expenditures
and inflationary rates used to forecast future expenses.

2. Determine current expenses and forecast future expenses based on determined
assumptions.

3. Determine current and future capital expenditures based on determined assumptions.
4. Determine current and future revenues based on determined assumptions.
5. Assess the feasibility of the drinking water system based on the determined assumptions

and make any necessary changes to the plan based on the feasibility.

3. EXPENSES
3.1 DATA SOURCES AND ASSUMPTIONS

Expenses are required by Ontario Regulation 453/07 to be itemized by amortization expenses,
interest expenses and operating expenses.

The base year from which future period expenses were forecasted was 2024 which is the most
recent complete year at the time of preparation of this financial plan. The base year’s expenses
were determined from the audited financial information from that period.

The future period operating expenses were forecasted to increase by the assumed rate of
inflation, which is 2% per annum. The exceptions to this 2% rate are as follows:

e Labour and benefits: 3%
e Energy: 5%

Since there are no current loans or debts and there is no forecasted deficiencies in the water
system’s cash position, no interest expense has been forecasted for the future periods.

The forecasted amortization expense is based on the historical cost of the assets purchased. This
amount is amortized over the expected useful life of the corresponding assets. The historical
costs and useful life of existing assets is based on the information disclosed in the audited
financial statements and the useful life of forecasted capital expenditures is based on the
accounting policies disclosed in the audited financial statements.

3.2 OPERATING EXPENSES

Operating expenses are the costs incurred to provide drinking water to the users of the water
system and to keep the system operating on a day-to-day basis. Operating expenses typically

4



include labour, benefits, materials, supplies, insurance, utilities, etc. The projected operating
expenses are shown in Figure 3.1 below.

Forecasted Operating Expenses

2026-2031

2026 1,600,000.00
$1,800,000.00

2027 1,615,000.00 $1,700,000.00

2028 1,635,000.00 $1,600,000.00
$1,500,000.00
2029 1,650,000.00
$1,400,000.00
2030 1,670,000.00
$1,300,000.00
2031 1,695,000.00 $1.200,000.00
$1,100,000.00

2026 2027 2028 2029 2030 2031

Figure 3.1 Forecasted Operating Expenses 2026-2031



3.3 INTEREST EXPENSES

As was previously mentioned in section 3.1, there is currently no debt related to the water system
and there is no projected need for debt and as such there is no projected interest expenses in
relation to the water system.

3.4 AMORTIZATION EXPENSES

Amortization is a non-cash expenses which represents the gradual wear and tear of tangible
capital assets (TCAs). The annual expense is based on the historical cost of the assets and the
timeframe that the asset is expected to be useful for.

The projected amortization expenses are presented in Figure 3.2 below.

Forecasted Amortization Expense
2026 122,000.00 $140,000.00

$120,000.00
2027 120,000.00

$100,000.00
2028 125,000.00 SE01000150
2029 120,000.00 $60,000.00

$40,000.00
2030 122,000.00

$20,000.00
2031 129,000.00 N

2026 2027 2028 2029 2030 2031

Figure 3.2 Forecasted Amortization Expenses 2026-2031



3.5 TOTAL EXPENSES

The total expenses are the culmination of operating, interest and amortization expenses. The
projected total expenses are shown in Figure 3.3 below.

Forecasted Total Expenses
2026 1,650,000.00 $1,800,000.00
$1,750,000.00
2027 1,660,000.00
$1,700,000.00
2028 1,680,000.00 $1,650,000.00
$1,600,000.00
2029 1,700,000.00 $1.550,000.00
2030 1,735,000.00 $1,500,000.00
$1,450,000.00
2031 1,765,000.00 S 5501 |
2026 2027 2028 2029 2030 2031

Figure 3.3 Forecasted Total Expenses 2026-2031



4. CAPITAL EXPENDITURES

4.1 DATA SOURCES AND ASSUMPTIONS

Projected capital expenditures have been provided by the Township and includes estimates of
future capital needs for the period of 2026-2031. Capital needs beyond 2031 will be considered
in the next Financial Plan report due in 2030.

4.2 LEAD REPLACEMENT COSTS

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

4.3 FORECASTED CAPITAL REQUIREMENTS

Figure 4.1 shows the projected capital needs from 2026-2031.

2026 80,000.00 Forecasted Capital Requirements
2027 170,000.00

2028 158,000.00
2029 5,000.00
2030 10,000.00
2031 25,000.00

180, 000.00
160,000.00
140,000.00
120,000.00
100,000.00
80,000.00
60,000.00
40,000.00

20,000.00 l
: = -

2026 2027 2028 2025 2030 2031

Figure 4.1 Forecasted Capital Requirements 2026-2031



5. REVENUES
5.1 DATA SOURCES AND ASSUMPTIONS

Information on revenues was obtained from the Township’s 2024 audited financial information,
as well as the current price at which the Township purchases water from the Town of Petrolia
which is $1.69/cubic metre. This price is increased by $0.23/m3 to offset the cost of water loss
and $0.22 to assist with capital expenditures for a total charge to users of $2.14 per cubic metre.
In addition, users are charged for administration of $55.50 three times a year to offset the
expenses required to operate the water system.

Revenues from water usage and administration charges are forecasted to grow at 2% per year,
which is consistent with the overall expected increase in cost of water as well as the majority of
operating expenses. As discussed previously, the Township currently provides water to 1,400
accounts and very little growth is expected in relation to water consumption and as such, no
increase has been forecasted. Interest income, which is included in Other income, is forecasted to
grow proportionately to the increases in cash and cash equivalents of the water system.

5.2 PROJECTED REVENUE

Forecasted Revenues

e 1,510,000.00 1,700,000.00
2027 1,525,000.00
2028 1,540,000.00 1,600,000.00

2029 1,550,000.00
1,500,000.00
2030 1,575,000.00
2031 1,590,000.00 1,400,000.00
1,300,000.00

2026 2027 2028 2029 2030 2031
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6. EVALUATION OF SUSTAINABILITY
6.1 INTRODUCTION

The projected revenue needs to be evaluated to determine if it will sufficiently be able to
maintain the drinking water system as proposed. For this Financial Plan, Net Financial Assets,
Tangible Capital Assets, the Annual Net Surplus/Deficit, and the Accumulated Surplus will be
used to evaluate the sustainability of the water system.

6.2 NET FINANCIAL ASSETS

The Figure 6.1 shows the projected net financial assets for 2026-2031

Projected Net Financial Assets

2026 1,900,000.00 $3,500,000.00
$3,000,000.00

2027 2,100,000.00
$2,500,000.00
2029 2,600,000.00 $1,500,000.00
$1,000,000.00

2030 2,800,000.00
$500,000.00
2031 3,000,000.00 s

2030

20286 2027 2028 2029 2031

Figure 6.1 Projected Net Financial Assets 2026-2031
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As can be seen from the prior figure, net financial assets continue to grow as the projection
continues. This indicates that the system will continue to be able to meet its financial obligations.

6.3 TANGIBLE CAPITAL ASSETS

Figure 6.2 shows the projected value of the tangible capital assets for 2026-2031

2026

2027

2028

2029

2030

2031

8,900,000.00

8,800,000.00

8,500,000.00

8,300,000.00

8,200,000.00

8,100,000.00

10,000,000.00

9,000,000.00

8,000,000.00

7,000,000.00

6,000,000.00

5,000,000.00

Projected Tangible Capital Assets

2026 2027 2028 2029 2030 2031

Figure 6.2 Projected Tangible Capital Assets 2026-2031

As can be seen in the above figure, the value of the tangible capital assets is declining. This
indicates that the tangible capital assets are deteriorating at a faster rate than they are being
replenished. This indicates that at some point in the future we should expect that there will be the
need for higher amounts of tangible capital asset additions. When comparing this decrease to the
net financial assets increase, we see that net financial assets are increasing at a more rapid pace
than the tangible capital assets are decreasing. This indicates that when additional capital asset
additions are needed, the water system should have the financial resources available to pay for

them.
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6.4 ANNUAL NET SURPLUS/DEFICIT

Figure 6.3 shows the projected annual net surplus/deficit for 2026-2031

Projected Annual Net Surplus/Deficit
2026 97,000.00 115,000.00

2027 99,000.00
110,000.00

2028 101,000.00
105,000.00

2029 110,000.00
100,000.00
2030 104,000.00
95,000.00
2031 102,500.00 I
90.000.00
2030 2031

2026 2027 2028 2029

Figure 6.4 Projected Annual Net Surplus/Deficit 2026-2031
As can be seen in the preceding figure, this shows that the annual net surplus/deficit increases as

the projection continues. This shows that the water system will continue to generate enough
revenue to offset the amortization that is being recorded in the tangible capital asset accounts.
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6.5 ACCUMULATED SURPLUS/DEFICIT

Figure 6.5 shows the projected accumulated surplus/deficit for 2026-2031.

Projected Accumulated Surplus/Deficit

9,000,000.00
8,000,000.00

7,000,000.00
6,000,000.00
5,000,000.00
4,000,000.00
3,000,000.00
2,000,000.00
1,000,000.00

2026 2027 2028 2029 2030 2031

Figure 6.5 Projected Accumulated Surplus/Deficit 2026-2031

14



As can be seen in the above figure, the accumulated surplus continues to grow. This shows that
the water system is generating enough cash to be able to meet its obligations for capital
purchases as the tangible capital assets deteriorate.

6.6 DISCUSSION

The information presented in Section 6 highlights the following:

e Net Financial Assets: As shown in Section 6.2 the water system’s ability to meet its
financial obligations will continue to grow stronger.

e Tangible Capital Assets: As shown in Section 6.3 the water system’s tangible capital
assets are deteriorating faster than they are being replaced indicating that there will be a
greater need for additional expenditures in the future.

e Annual Net Surplus/Deficit: As shown in Section 6.4, the water system will continue to
generate enough revenue to cover its operating expenses as well as the deterioration of its
capital assets.

e Accumulated Surplus/Deficit: As shown in Section 6.5, the water system continues to
grow in financial strength and should be able to meet its obligations to replace tangible
capital assets as they deteriorate.

e Therefore the forecasted increases to operating revenue based on the increases in the cost
of water is sufficient to provide for total expenses and planned capital expenditures.
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7. 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.

8. FINANCIAL PLAN

The Financial Plan, as required by Regulation consists of the Statement of Financial Position,
Statement of Operations and Statement of Cash Flows. These statements are based on the
proposed assumptions that are outlined in sections 3-5. The financial plan statements are set
out in the tables below.

8.1 INTRODUCTION

Ontario Regulation 453/07 requires that the Financial Plan includes the following items:

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

a.
b.
e
d

c.

Total financial assets

Total liabilities

Net financial assets

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.

2. Details of the proposed or projected financial operations of the drinking water system
itemized by,

a.
b.

C.

d.

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.

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

a.

b.

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 to acquire capital assets,

Investing transactions that are acquisitions and disposal of investments,

Financing transactions that are proceeds from the issuance of debt and debt
repayment,

16



e. Changes in cash and cash equivalents during the year, and
f. Cash and cash equivalents at the beginning and end of the year.
The statements that were described above are discussed in greater detail below.

8.2 FORECASTED STATEMENTS OF FINANCIAL POSITION

The purpose of the Statement of Financial Position is to present the Drinking Water System’s
economic resources, obligations and net assets. The Forecasted Statement of Financial position is
provided in Table 8-1.

8.3 FORECASTED STATEMENT OF OPERATIONS

The purpose of the Statement of Operations is to communicate information about changes in the
organization’s economic resources and obligations for the period. The Forecasted Statement of
Operations is provided in Table 8-2.

8.4 FORECASTED STATEMENT OF CASH FLow

The purpose of the Statement of Cash Flow is to depict from what sources management receives
cash and how it is disbursed. The Forecasted Statement of Cash Flow is provided in Table 8-3.
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Township of Enniskillen

Financial Assets
Cash and Cash Equivalents
Total Financial Assets

Financial Liabilites
Accounts Payable
Total Liabilities

Net Financial Assets

Non Financial Assets
Tangible Capital Asset - Cost
Additions to TCA
Accumulated Amortization
Total Non-Financial Assets

Accumulated Surplus

2026

$ 800,000.00

2027

$ 834,824.00

2028

$ 963,596.00

2029

$ 1,157,193.00

2030

$ 1,227,655.00

2031

$ 1,350,000.00

$ 800,000.00

$ 834,824.00

$ 963,596.00

$ 1,157,193.00

$ 1,227,655.00

$ 1,350,000.00

$ 3,000.00

$ 3,000.00

&

3,000.00

$ 3,000.00

$ 3,000.00

$ 3,000.00

$ 3,000.00

$ 3,000.00

&

3,000.00

$ 3,000.00

$ 3,000.00

$ 3,000.00

$ 797,000.00

$ 831,824.00

$ 960,596.00

$ 1,154,193.00

$ 1,224,655.00

$ 1,347,000.00

$ 7,700,000.00

$ 7,700,000.00

-$ 3,350,000.00 -$ 3,500,000.00

$ 7,700,000.00
$  65,000.00
-$ 3,640,000.00

$ 7,765,000.00
$ 5,000.00
-$ 3,775,000.00

$ 7,770,000.00
$ 135,000.00
-$ 3,875,000.00

$ 7,905,000.00
$ 5,000.00
-$ 3,975,000.00

$ 4,350,000.00

$ 4,200,000.00

$ 4,125,000.00

$ 3,995,000.00

$ 4,030,000.00

$ 3,935,000.00

$ 6,454,647.00

$ 6,518,012.00

$ 6,584,825.00

$ 6,658,892.00

$ 3,766,888.00

$ 6,811,559.00




Township of Enniskillen

Revenues
Water Rates
User Charges
Otherincome
Total

Expenses
Operating

Amortization
Total

Net Surplus

Opening Accumulated Surplus

Closing Accumulated Surplus

2026

$ 1,075,000.00
$ 300,000.00
$ 140,000.00

2027

$ 1,125,000.00
$ 320,000.00
$ 150,000.00

2028

$ 1,175,000.00
$ 340,000.00
$ 160,000.00

2029

$ 1,225,000.00
$ 360,000.00
$ 170,000.00

2030

$ 1,300,000.00
$ 380,000.00
$ 180,000.00

2031

$ 1,375,000.00
$ 400,000.00
$ 190,000.00

$ 1,515,000.00

$ 1,595,000.00

$ 1,675,000.00

$ 1,755,000.00

$ 1,860,000.00

$ 1,965,000.00

$ 1,500,000.00

$ 123,710.00

$ 1,525,000.00

$ 123,710.00

$ 1,550,000.00

$ 126,960.00

$ 1,575,000.00

$ 124,531.00

$ 1,600,000.00

$ 130,466.00

$ 1,625,000.00

$ 130,716.00

$ 1,623,710.00

$ 1,648,710.00

$ 1,676,960.00

$ 1,699,531.00

$ 1,730,466.00

$ 1,755,716.00

$ 65,043.00

$ 2,850,000.00

$ 63,365.00

$ 2,915,043.00

$ 66,813.00

$ 2,978,408.00

$ 74,066.00

$ 3,045,221.00

$  74,996.00

$ 3,119,287.00

$ 77,671.00

$ 3,194,283.00

$ 2,915,043.00

$ 2,978,408.00

$ 3,045,221.00

$ 3,119,287.00

$ 3,194,283.00

$ 3,271,954.00




Township of Enniskillen

2026 2027 2028 2029 2030 2031
Operating Transaction
Annual Surplus $ 65,043.00 $ 63,365.00 $ 66,813.00 $ 74,066.00 $ 74,996.00 $ 77,671.00
Amortization $123,710.00 $ 123,710.00 $ 126,960.00 $ 124,531.00 $ 130,466.00 $ 130,716.00
Cash Provided by Operation $188,753.00 $ 187,075.00 $ 193,773.00 $ 198,597.00 $ 205,462.00 $ 208,387.00
Capital Transactions
Acquisition of Tangible Capital Assets $ - $ - -$ 65,000.00 -$ 5,000.00 -$ 135,000.00 -$ 5,000.00
Cash Used in Capital Activities $ $ - -$ 65,000.00 -$ 5,000.00 -$ 135,000.00 -$ 5,000.00
Increase In Cash and Cash Equivalents $188,753.00 $ 187,075.00 $ 128,773.00 $ 193,597.00 $ 70,462.00 $ 203,387.00
Cash and Cash Equivalents Beginning of Year $800,000.00 $ 988,753.00 $ 1,175,828.00 $ 1,304,601.00 $ 1,498,198.00 $ 1,568,660.00
Cash and Cash Equivalents End of Year $988,753.00 $ 1,175,828.00 $ 1,304,601.00 $ 1,498,198.00 $ 1,568,660.00 $ 1,772,047.00




