
 
MEMORANDUM 

 

 

HANOVER       517 10th Street, Hanover, Ontario  N4N 1R4      Tel.: (519) 506-5959 
 

 

Date: November 16, 2020 

To: Colin Saunders, Manager, Environmental Services, Town of Saugeen Shores 

Copies:  

From: Cobide Engineering Inc. 

Project No.: 10202 

Subject: Water Financial Plan Update 

 

1. INTRODUCTION 

1.1 OBJECTIVES  

Cobide Engineering Inc. (Cobide) was retained by the Town of Saugeen Shores (Town) to update the 
existing Water Works Financial Plan prepared by Cobide Engineering Inc. dated August 2019, in 
accordance with O. Reg. 453/07. 

This memo/report is primarily to comply with the latest application for Municipal Drinking Water Licensing 
Program. Additional information on the components and background on the Water Financial Plan can be 
found on the Town of Saugeen Shores 2019 Water Financial Plan which is on the town’s website. 

A financial plan is a summary and analysis of various operating and capital expenditures and revenues 
for a set time period to assist the Town in the understanding of the requirements to operate and maintain 
a reliable and sustainable public service.  

2.       PROVINCIAL REQUIREMENTS  

2.1 REGULATORY REQUIREMENTS 

A key requirement of the Safe Drinking Water Act O. Reg. 453/07 is the creation of a long-term financial 
plan for water systems. The obvious reason for creating a financial plan is to make sure that the system is 
financially sustainable. 

Financial Plan key requirements as defined in O. Reg. 453/07 stipulate that financial plans must: 

• Be approved by a resolution passed by council of the municipality that indicates that the drinking 
water system is financially viable and a copy of the Financial Plan, along with the resolution must 
be submitted to the Ministry of Municipal Affairs and Housing (MMAH). 

• Include a statement that the financial impacts of the drinking water system have been considered. 
• Apply for a period of at least six years. 
• Include details of the proposed or projected financial operations of the drinking water system 

itemized by,  
 i. total revenues, further itemized by water rates, user charges and other revenues;  



Memorandum 
Page 2 

H:\Saugeen Shores\10202 - Wastewater Systems Financial Plan\Reports\Nov 2020 Update\2020-11-16 TSS Water FP Memo.doc 
 

• Revenues  
• Operating Expenses, including transfers and debt interest 
• Amortization of tangible capital assets 

 

ii. total expenses, further itemized by amortization expenses, interest expenses and 
other expenses; 

iii. annual surplus or deficit, and; 
iv. accumulated surplus or deficit. 

• Be made available on request and without charge to members of the public that are served by the 
water system and be published on the internet. 

• Provide notice to the public of the availability of the Financial Plan in a manner that the Owner 
deems fit to bring the notice to the attention of the members of the public that are served by the 
water system. 

• Should be updated and approved prior to applying for a license renewal (i.e. every five years). 
However, the Regulation does not prevent the Plan from being amended more regularly. 

2.2 REQUIRED FINANCIAL STATEMENTS 

In order to comply with requirements as defined in O. Reg. 453/07 the financial plans contain the 
following statements:  

 

 

 

 

 

 

 

 

 

 

2.3 SUSTAINABLE FINANCIAL PLANNING 

In order to assist municipalities with the preparation of financial plans required under the SDWA, the 
former Ministry of the Environment (MOE) now Ministry of Environment Conservation and Parks (MECP) 
released a document entitled Toward Financially Sustainable Drinking-Water and Wastewater Systems 
(the “Ministry Document”) that outlines suggested principles of financial sustainability for water and 
wastewater systems as well as possible approaches to implementing these principles.   

The MOE, Principles of Financially Sustainable Water and Wastewater Services are provided below:  

Principle #1 Ongoing public engagement and transparency can build support for, and confidence in, 
financial plans and the system(s) to which they relate. 

Principle #2 An integrated approach to planning among water, wastewater, and storm water 
systems is desirable given the inherent relationship among these services. 

Statement of 
Operations 

 

Statement of Cash 
Flows 

 • Assets – what the municipality owns or controls  
 • Liabilities – what the municipality owes  
 • Net financial assets/net debt – liabilities minus financial assets  

• Operating Transactions  
• Capital Transactions 
• Financing Transactions 

 

Statement of 
Financial Position 
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Principle #3 Revenues collected for the provision of water and wastewater services should 
ultimately be used to meet the needs of those services. 

Principle #4 Life-cycle planning with mid-course corrections is preferable to planning over the short-
term, or not planning at all. 

Principle #5 An asset management plan is a key input to the development of a financial plan. 

Principle #6 
A sustainable level of revenue allows for reliable service that meets or exceeds 
environmental protection standards, while providing sufficient resources for future 
rehabilitation and replacement needs. 

Principle #7 
Ensuring users pay for the services they are provided leads to equitable outcomes and 
can improve conservation. In general, metering and the use of rates can help ensure 
users pay for services received. 

Principle #8 
Financial Plans are “living” documents that require continuous improvement. 
Comparing the accuracy of financial projections with actual results can lead to 
improved planning in the future. 

Principle #9 Financial plans benefit from the close collaboration of various groups, including 
engineers, accountants, auditors, utility staff and municipal council. 

The key reason for creating a financial plan is to make sure that the system is financially and 
environmentally sustainable now but more importantly in the future. 

Generational equity is a guiding principle for financing decisions, the concept of generational equity for 
municipal operational & capital works intended to equitably distribute the costs across present and future 
ratepayers. (Pay-as-you-go.) 

It is understood that in the municipal environment that there is a multitude immediate financial pressures 
spread over the numerous municipal services provided and increasing pressure to do more with less that 
long term planning may not be a top priority. As a best practice, long term planning is a proven strategy to 
understand and deal with a magnitude of fiscal challenges to assist the municipality in providing a high 
quality reliable sustainable system 

3.0 INFLATION  

The inflation rate assumptions used in this plan were derived from annual water operating general 
ledgers, market based trends and recent prices from invoices, tenders, and request for proposals.  

Inflation Factor Assumptions 

Year 2021 2022 2023 2024 2025 2026 2027 

General 2% 2% 2% 2% 2% 2% 2% 

Salary  2% 2% 2% 2% 2% 2% 2% 

Benefits  3% 3% 3% 3% 3% 3% 3% 

Electricity  2% 2% 2% 6.5% 6.5% 6.5% 6.5% 
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Fuel 2% 4% 4% 4% 4% 4% 4% 

Materials  5% 5% 5% 5% 5% 5% 5% 

Service 
Contract 

5% 5% 5% 5% 5% 5% 5% 

 

4.0  REQUIRED REVENUE REQUIREMENTS  

Based on the projected operating expenses and capital expenditures the following revenue increase rates 
to ensure that the system is financially and environmentally sustainable. 

Inflation Factor Assumptions 

Year 2021 2022 2023 2024 2025 2026 2027 

Rates 8% 6% 4% 3% 3% 3% 3% 

 

5.  FINANCIAL PLAN STATEMENTS 

5.1  STATEMENT OF FINANCIAL OPERATIONS 

The Statement of  Financial Operations provides information and the cost of operating and maintaining 
the water system comprising of, conveyance, treatment and distribution including all costs in providing 
technical and regulatory compliance services including the administrative costs of customer service, 
billing and the debt interest expenses.  

Annual surplus is required to operate and maintain the system by funding costs such as tangible capital 
assert acquisition, reserve fund transfers and debt principal payments. 

In 2021, the projected revenue is $3.82 million with projected expenditures of $3.26 million resulting in an 
annual revenue surplus of approximately $565,829. 

In 2027, the projected revenue is $4.86 million with projected expenditures of $3.90 million resulting in an 
annual revenue surplus of approximately $960,000. 
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The annual surplus is fundamental to ensure funding is available for new or renewal water assets 
(tangible capital assets acquisitions), reserve funds and debt principal payments.  

5.2  STATEMENT OF CASH FLOW 

The Statement of Cash Flow reports the revenue provided and used by the operating, investing, and 
financing activities of the water system during the accounting period. (Identifying where cash came from 
and showing how cash was used.) 

The Projected Cash Flow indicates, due to the recent major capital expenditure for the Port Elgin 
Standpipe Replacement the cash at the end of year (reserves) 2021 is a deficit of $1.23 million. 

In 2025 the cash at the end of year is in positive position of $223,781 and in 2027 the reserve is $1.38 
million. 
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5.3  STATEMENT OF FINANCIAL POSITION 

The Statement of Financial Position is a statement that reports on:  

• Assets – what the municipality owns or controls  
• Liabilities – what the municipality owes  
• Net financial assets/net debt – liabilities minus financial assets  
• Accumulated surplus – what remains after the assets have been used to meet the liabilities.  

The statement indicates the Town’s Net Debt (Liabilities – Assets) projected at $5.21 million in 2021 
reducing to $1.08 million in 2025, primarily by not accumulating any long-term debt in this forecast period 
and paying off the OMEIFA Loan for the Water Treatment Expansion. 
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The Town’s Net Debt in 2026 & 2027 will be in a net positive financial position as the debt is progressively 
paid down. The OMEIFA Loan will be paid off in 2028. 

The Statement of Financial Position Indicators illustrate the impact of the major 2019 - Port Elgin 
Standpipe Replacement project that reduces the yearend reserves until 2025 and beyond when the 
reserves start to rebuild to net positive position.  

Having a net debt financial position indicates the Town is using future revenues to fund past infrastructure 
assets improvements or acquisitions, which indicates the Town is continuing to fund asset renewal and 
replacement of assets when required. 

The Statement of Financial Position provides information and the yearly changes on the water assets 
(tangible capital assets). The Town continues to increase yearly the tangible capital assets indicating a 
continual renewal and replacement of assets to improve and maintain the system. 

The term and requirements of Non-financial Assets (Tangible Capital Assets, TCA’s) is based on the 
requirements of PSAB 3150 for this Financial Plan document. 

In the context of asset management, tangible capital assets once installed and being used they are 
degrading in value and service life undeniably resulting in that asset will be required to be replaced at 
some time in the future. In essence, the asset is decreasing in value and cost to replace is increasing 
from day one. The municipal system has a great deal of resources tied up in tangible capital assets and 
managing these assets is critical to maintaining current and future levels of service.  

 

6 SUMMARY 
This Financial Plan has been prepared in accordance with the Ministry of Environment, Conservation and 
Parks Financial Plans Regulation (O.Reg. 453/07).  

The primary guiding principle of this plan is the MECP, Principles of Financially Sustainable Water and 
Wastewater Systems as presented in Section 2.3 Sustainable Financial Planning. 

The key reason for creating a financial plan is to make sure that the system is financially and 
environmentally sustainable now but more importantly in the future. 
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Intergenerational Equity is a guiding principle for financing decisions, the concept of generational equity 
for municipal operational & capital works intended to equitably distribute the costs across present and 
future ratepayers. (Pay-as-you-go.) 

It is understood that in the municipal environment that there is a multitude immediate financial pressures 
spread over the numerous municipal services provided and increasing pressure to do more with less that 
long term planning may not be a top priority.  

As a best practice, long term planning is a proven strategy to understand and deal with a magnitude of 
fiscal challenges to assist the municipality in providing a high quality reliable sustainable system. 

The plan was developed to achieve a balance of acceptable risk, maintaining a safe viable modern water 
system while minimizing rate increases. 

Town staff developed multiple revenue and expenditures scenarios for each year, then analysed the 
results and consequences of those individual changes before selecting a Best-Case Scenario to provide 
sufficient resources for future rehabilitation and replacement of the assets. 

The presented Financial Plan is a flexible Saugeen Shores-driven approach to financial sustainability by 
stable funding, a positive financial position, and an adequate reserve fund in 2027 for a sustainable water 
system.  

7.   RECOMMENDATIONS OR CONCLUSIONS  
The following are the main recommendations and conclusions: 

1. Financial Plans are “living” documents that require continuous improvement. Annual comparisons 
of the accuracy of financial projections within this Plan with actual results will aid in understand 
the relationship and trends between customers usage and the system’s fiscal health.  

2. The Total Revenue recovered from water rates is projected to increase from $4,102,912 by 2021 
to $4,856,611 by 2027. 

3. Year End Cash/Reserves over the period are projected to be deficit position at $ 1.28 million in 
2020 and to continue in a  deficit position until 2024 projected at $373,648 and into a positive 
financial position of $223,781,$914,039 & $1,375,504 in 2025, 2026 &  2027 respectively. 

4. No new debt is projected during the study period to fund capital infrastructure. 

5. That a copy of this Water Financial Plan be posted on the municipal website. 

6. To complete the application process for a renewal of the Municipal Drinking Water License 
Council must approve a plan by a resolution that indicates that the drinking water system is 
financially viable and a copy of the Financial Plan, along with the resolution must be submitted to 
the Ministry of Municipal Affairs and Housing (MMAH). 

Yours very truly, 

COBIDE ENGINEERING INC. 

 

Travis Burnside, P.Eng.           David Burnside, Senior Technologist 
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