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< Sudbcriatif'l(im)“; Finance Committee

www.city.greatersudbury.on.ca AG E N DA

THIRD MEETING OF THE FINANCE COMMITTEE
TO BE HELD ON SATURDAY, JANUARY 24, 2004 AT 9:00 A.M.
IN THE COUNCIL CHAMBER, TOM DAVIES SQUARE

(PLEASE ENSURE CELL PHONES AND PAGERS ARE TURNED OFF)

The Council Chamber of Tom Davies Square is wheelchair accessible. Please speak
to the City Clerk prior to the meeting if you require a hearing amplification device.
Persons requiring assistance are requested to contact the City Clerk’s Office at least
24 hours in advance of the meeting if special arrangements are required. Please call
(705) 671-2489, extension 2475. Telecommunications Device for the Deaf (TTY)
(705) 688-3919. Copies of Agendas can be viewed on the City’s web site at
www.greatersudbury.ca.

THE CHAIR WILL PROVIDE FOR A BREAK BETWEEN 10:45 A.M. AND 11:00 A.M.
LUNCH WILL BE PROVIDED BETWEEN 12:30 P.M. AND 1:15 P.M.

COUNCILLOR CALLAGHAN, IN THE CHAIR

Declarations of Pecuniary Interest



PRESENTATIONS PAGE NO.

2.

A presentation from the Chief Administrative Officer regarding Business Plans and
Budget Focus.
(ELECTRONIC PRESENTATION) (FOR INFORMATION ONLY)

» Mark Mieto, Chief Administrative Officer

A presentation from the Chief Administrative Officer regarding 2004 Citizen and
Business Survey (prepared by Oraclepoll Research Ltd.).

(ELECTRONIC PRESENTATION) (FOR INFORMATION ONLY)

(REPORT UNDER SEPARATE COVER)

» Mark Mieto, Chief Administrative Officer

Report dated 2004-01-23 from the General Manager of Corporate Services
regarding 2004 Current Budget Public Input Session I. 1-3
(ELECTRONIC PRESENTATION) (FOR INFORMATION ONLY)

» Ed Stankiewicz, Co-Ordinator of Current Budget

A presentation from the General Manager of Corporate Services regarding BMA
Municipal Study 2003.

(ELECTRONIC PRESENTATION) (FOR INFORMATION ONLY)

(REPORT PREVIOUSLY CIRCULATED UNDER SEPARATE COVER)

» Doug Wuksinic, General Manager, Corporate Services

Report dated 2004-01-22 from the General Manager of Corporate Services
regarding Capital Financing Alternatives. 4-16
(ELECTRONIC PRESENTATION)

» Doug Wuksinic, General Manager, Corporate Services

Report dated 2003-09-19 from the General Manager of Corporate Services from
the Finance Committee meeting of September 22, 2003. 17 - 43

Programme Report by Year 44 - 77

(Two subject matters:

1) Use of managed debt, and the implementation of a Capital Infrastructure Levy, as
recommended in the Long-Term Financial Plan to sustain Infrastructure (Roads,

Facilities, etc.); and

2) Decision regarding expansion of existing sewer and water programs through the use
of managed debt.)



PRESENTATIONS (continued) PAGE NO.

6. Report dated 2004-01-22 from the General Manager of Corporate Services
regarding Capital Financing Alternatives (continued).

RECOMMENDATION: WHEREAS Council has adopted the Long Term Financial
Plan which identified the need to have a Capital Levy and which recommended
the use of a managed debt program; and

WHEREAS the Long Term Plan has now been updated, identifying a greater
funding gap;

NOW THEREFORE BE IT RESOLVED THAT:
Annual inflation be applied to all capital envelopes;

Option of a Managed Debt Program be undertaken, as outlined in this
report, contingent upon the implementation of a Capital Levy;

An annual Capital Levy of 2.27% of the previous years net levy be implemented;

The Ontario Municipal Economic Infrastructure Financing Authority (OMEIFA)
program, where available, be utilized for any debenturing and the regular market
be used where necessary,

Application be made to OMEIFA to participate in the 2004 funding scheme,

The City of Greater Sudbury obtain a credit rating, to be funded from the Capital
Financing Reserve Fund - General, at an approximate cost of $25,000 with an
annual maintenance fee of approximately $10,000; and

WHEREAS Council has requested capital financing alternatives in order to
address infilling of Water and Waste Water services;

NOW THEREFORE BE IT RESOLVED THAT:

Option of the Capital Financing Alternatives for Water/Wastewater
extensions, as outlined in the report from the General Manager of Corporate
Services dated September 19,2003 be approved and included in the 2005 base
budget and the calculation of future Water/Wastewater Rates;

The OMEIFA program be utilized for any debenturing, where possible and the
regular market used where necessary;

Application be made to OMEIFA to participate in the 2004 funding scheme,
Council policy to maintain existing infrastructure only, and not build new
infrastructure be suspended for Water and Wastewater projects on the approved

priority list, in order to address these servicing needs; and

The policy on Water and Wastewater extensions be amended as outlined in this
report.




REPORTS FOR ACTION

7.

PAGE NO.

Report dated 2004-01-22, with attachments, from the General Manager of

Corporate Services regarding 2004 Base Capital Budget.

78 - 162

(This report presents the Base Capital Budget for 2004 based on existing envelopes.)

RECOMMENDATION: WHEREAS Council has requested the early approval of the
2004 Capital Budget to allow those projects approved to proceed in a timely fashion;

IT IS THEREFORE RECOMMENDED THAT the 2004 capital program be approved as
detailed on the following schedules:

Citizens and Leisure

Corporate Services

Economic Development &
Planning

Emergency Services
Health & Social Services
Police Services

Public Works

Library

Community Improvement Plan
Neighbourhood Participation
Projects

General

Cemetery

Transit

Parking

Corporate Infrastructure
Information Technology
Community Support Projects

Buildings

Roads & Drainage
Municipal Road 35
Water
Wastewater

Solid Waste

Fleet & Equipment

TOTAL CAPITAL PROGRAM

- 2004

$ 325,000
200,000
150,000

569,580
250,000
180,000
110,000

311,340
102,000
1,020,000

839,090

1,566,560
1,093,740
1,866,760

1,940,850
9,309,250
2,100,000
8,220,000
6,400,000
2,920,000
3,052,000

$ 42,526,170




REPORTS FOR ACTION (continued) PAGE NO.

7. Report dated 2004-01-22, with attachments, from the General Manager of
Corporate Services regarding 2004 Base Capital Budget (continued).

RECOMMENDATION (continued): with funding to be provided as follows:
Current Fund - Capital Envelopes $ 32,819,020
Reserves & Reserve Funds
1. Library Reserve Fund 125,000
2. Cemetery Reserve Fund 250,000
3. Reserve Fund - Equipment 3,627,000
Replacement
4, Parking Reserve Fund 110,000
5. Reserve Fund - Emergency Services 932,739
Ambulance
6. Reserve Fund - Equipment 1,038,500
Replacement - Police
Capital Financing Reserve Fund - 140,000
Police
7. Capital Financing Reserve Fund - 1,167,850
Water
8. Transferto Capital Financing Reserve (312,340)
Fund - Wastewater
9. Capital Financing Reserve Fund - 1.900.000 8,978,749
Solid Waste
Grant or Subsidies 78,401
Reallocated Capital 600,000
Other Recoveries 50,000
TOTAL FUNDING $42,526,170

CORRESPONDENCE FOR INFORMATION

(If items 8 & 9 are not dealt with at this time, they will be dealt with
at the Priorities Committee meeting of 2004-01-28.)

8. Report dated 2004-01-22 from the General Manager of Corporate Services
regarding Area Rating. 163 - 168
(ELECTRONIC PRESENTATION) (FOR INFORMATION ONLY)

» Sandra Jonasson, Director of Finance/City Treasurer

(This report and presentation give the rationale for Area Rating and how the City of
Greater Sudbury uses Area Rating for fire and transportation services.)



CORRESPONDENCE FOR INFORMATION (continued) PAGE NO.

9. Report dated 2004-01-22 from the General Manager of Corporate Services
regarding Assessment Growth versus Market Valuation Change. 169 - 174
(ELECTRONIC PRESENTATION) (FOR INFORMATION ONLY)

» Sandra Jonasson, Director of Finance/City Treasurer

(This report and presentation provide a brief explanation of Assessment growth and
Assessment valuation changes.)

10. Report dated 2004-01-22 from the General Manager of Corporate Services
regarding Full Cost Recovery of Water and Wastewater Services. 175 - 211
(FOR INFORMATION ONLY)

(This report provides an overview of the water/wastewater recovery policy adopted by
Council in 2001.)

MANAGERS’ REPORTS

{NONE}

ADJOURNMENT (4:00 P.M.) (RESOLUTION PREPARED)

2004-01-23

COUNCILLOR CALLAGHAN CORRIE-JO CAPORALE

CHAIR COUNCIL SECRETARY
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Request for Recommendation

Finance Committee * Sudﬁﬁfmf;

www.city.greatersudbury.on.ca

Type of Decision

Meeting Date | January 24, 2004 Report Date January 23, 2004
Decision Requested Yes X No Priority X | High Low
Direction Only Type of Meeting X | Open Closed

Report Title

2004 Current Budget Public Input Session |

Policy Implication + Budget Impact Recommendation
This report and recommendation(s) have been reviewed by the

Finance Division and the funding source has been identified.

FOR INFORMATION ONLY

x | Background Attached Recommendation Continued

Recoinmer:ded by the General Manager Recommended by the C.A.O.

D. Wuksinic ! . \
General Manager of Corporate Services Chief Administrating

1.,

Revised: January 8, 2003



Title: 2004 Current Budget Public Input Session | Page: 2
Date: January 23, 2004

SR

E. Stankiewicz ¢~

Co-Ordinator of Currep Director #f Finance / City Treasurer

BACKGROUND

Finance Committee encouraged the public to participate in the budget process through a series of
ward meetings.

The meetings were held over a three-day period with two ward meetings per evening attended by
Councillors and staff at each meeting.

The meetings were well attended with approximately 250 citizens attending during the six meetings
scheduled, and each meeting was moderated by either the Finance Committee Chair, Ted
Callaghan, or Finance Committee Vice-Chair, Eldon Gainer. The proceedings were recorded to
ensure that all information discussed at the session was captured.

Staff made presentations at the meetings which identified Provincial/National economic trends and
a financial update which dealt with the long-term financial plan. Varying degrees of discretionary
expenditures for City programs was discussed. Efficiencies and service level improvements, which
have no impact on the levy were highlighted. The results of the BMA Municipal Competitiveness
Study were also revealed, identifying Sudbury as being well placed regarding taxes paid and levy
per capita in Ontario.

The public was asked to concentrate on specific questions and provide feedback to the Councillors.
The questions asked of the public were:

(1)  Should those who use a service pay for the service?

(2)  What level of municipal service do you expect? Should any services be reduced or

eliminated?

(3) Would you support a tax increase to maintain existing service levels?

(4)  Should the City borrow for infrastructure needs?

(5) What service would you like to see improved or added?

Some citizens addressed these questions in their presentations, however, the majority dealt with
other specific issues entirely.

Of the citizens that attended the meetings, there were 101 speakers who voiced a number of
concerns; all of which will be evaluated by staff and identified solutions or options will be presented
to the Finance Committee. In addition, the City also received six e-mails regarding budget issues.
A comprehensive list of all speakers and the correspondence will be provided to the Finance
Committee. Where possible, a recommended action on each issue will be provided in the budget
document.

2
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However, for the purpose of this presentation, only the most common themes will be presented, so
as to provide Finance Committee with an idea of what the public wants this Council to address.

The most voiced concern dealt with maintaining recreation facilities and ensuring no more closures,
and to attempt to re-open some of the previously closed facilities.

The second greatest concern was the personal use of City vehicles. Some speakers believed that
privilege was being abused as cars were seen at shopping malls, while some others mentioned that
car allowances would be a better method of providing transportation for employees on call.

Borrowing to improve infrastructure, particularly roads, was the third most important concern. There
were seven citizens in favour of borrowing, while four individuals did not want to see the City borrow
money.

Another issue that was mentioned quite often was to reduce the proposed 13 per cent tax increase
and the requests ranged from inflation to 8 per cent. In addition, the public was requesting Council
to look at efficiencies to bring the levy down.

Requests for funding from outside social agencies was addressed on seven occasions during the
sessions. The public was also quite concerned with the excess property that the City owns and
would like to see it disposed of.

Another concern dealt with the out-migration trend and citizens wanted Council to try to halt this
situation by concentrating on in-migration and retaining their youth.

Other concerns expressed at the sessions to a lesser degree than the previously mentioned items
are:

introduce a spay and neuter program

lobby senior levels of government for additional funding
in favour of user fees other rather than tax increases
perceived management at City to be top heavy
co-ordinate water, wastewater, and roads repairs
provide assistance to non-municipal community centres

As previously mentioned, all presentations and submissions will be evaluated and concerns will be
addressed by a comment or a modified level contained in the budget document distributed on
February 12, 2004.




Request for Recommendation

Finance Committee ‘*’ Sudﬁﬁrfm)n;

www.city.greatersudbury.on.ca

Type of Decision

Meeting Date | January 24, 2004 Report Date January 22, 2004

Decision Requested X Yes No | Priority X | High Low

Direction Only |_ Type of Meeting X | Open Closed

Report Title

Capital Financing Alternatives

This report and recommendation(s) have been reviewed by the
Finance Division and the funding source has been identified.

WHEREAS Council has adopted the Long Term
Financial Plan which identified the need to have a
Capital Levy and which recommended the use of a
managed debt program; and

WHEREAS the Long Term Plan has now been
updated, identifying a greater funding gap;
N/A

NOW therefore be it resolved that:
Annual inflation be applied to all capital envelopes;
Option __ of a Managed Debt Program be

undertaken, as outlined in this report, contingent
upon the implementation of a Capital Levy;

X | Background Attached X | Recommendation Continued

Recommended by the General Manager Recommended by the C.A.O.

D. Wukshhic M. 'Mieto - . )
General Manager of Corporate Services Chief Administrative ficer
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Title: Capital Financing Alternatives Page: 1
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Skl O s mne

C. Mahaffy S. Jonasson
Manager of Financial Planning & Policy/Deputy Treasurer Director of Finance/City Treasurer

RECOMMENDATION CONTINUED
An annual Capital Levy of 2.27% of the previous years net levy be implemented;

The Ontario Municipal Economic Infrastructure Financing Authority (OMEIFA) program, where available, be
utilized for any debenturing and the regular market be used where necessary;

Application be made to OMEIFA to participate in the 2004 funding scheme;

The City of Greater Sudbury obtain a credit rating, to be funded from the Capital Financing Reserve Fund -
General, at an approximate cost of $25,000 with an annual maintenance fee of approximately $10,000; and
WHEREAS Council has requested capital financing alternatives in order to address infilling of Water and
Waste Water services;

NOW therefore be it resolved that:

Option ____ of the Capital Financing Alternatives for Water/Wastewater extensions, as outlined in the report
from the General Manager of Corporate Services dated September 19,2003 be approved and included in the

2005 base budget and the calculation of future Water/Wastewater Rates;

The OMEIFA program be utilized for any debenturing, where possible and the regular market used where
necessary;

Application be made to OMEIFA to participate in the 2004 funding scheme;

Council policy to maintain existing infrastructure only, and not build new infrastructure be suspended for
Water and Wastewater projects on the approved priority list, in order to address these servicing needs; and

The policy on Water and Wastewater extensions be amended as outlined in this report.

BACKGROUND

The attached report went to the previous Council in September, 2003 and was deferred to the incoming
Council. Of the recommendations contained in that report, the capital levy of $2.9 million and the addition
of inflation to each of the capital envelopes has been included in the 2004 base budget. Both the capital levy
and adding inflation to the envelopes are essential parts of implementing the Long Term Financial Plan in
order to prevent the capital funding gap from increasing.
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Page?2

Part 1 - Implementation of Long Term Financial Plan Recommendations

Since that report, an update to the Long Term Financial Plan has been presented to Council in December.
Because the plan was not implemented in 2003, and because further capital needs have been identified since
the original Plan was presented at the end of 2002, the capital funding gap has widened.

The original 2002 Plan identified how the City could meet it's annual capital funding needs by the end of 10
years and at the same time achieve funding for 70% of the outstanding capital needs. The understanding
was that the senior levels of government would be petitioned to provide the other 30% funding required to
meet all outstanding capital needs.

When the Plan was updated at the end of 2003 it was apparent that achieving funding for 70% of the
outstanding capital needs within 10 years was now impossible. This is illustrated on Table 7 of the updated
Plan. Council was advised that a way would be found to again reach this 70% goal. A revised Table 7 from
the LTFP is found on the following page. It shows that greater debenturing ($32 million) over a slightly longer
time frame (2 years) will bring the City to almost 70% by the end of year 12. The original Plan recommended
$61 million in debenturing over a 10 year period. The revised means to achieve the 70% goal has $93 million
in debenturing over a 12 year period. There is no change to the recommended Capital Levy; it continues for
the same ten year period as in the original recommendation.

Council had requested information on borrowing $100 million up-front from OMEIFA. This was the first option
to investigate. OMEIFA does not provide up-front funding; thus Option 1 is not viable.

Table 7 has three different scenarios representing two options:

> Option 2 - borrowing from OMEIFA over 12 years
> Option 2 - borrowing at market rates over 12 years
4 Option 3 - borrowing from OMEIFA over 4 years

The results of the three scenarios illustrate that spreading the borrowing out over the longer period, either
through OMEIFA or the market (a combination of the two would also be a possibility, thus they are presented
as one option) brings the City closer to the 70% goal than does an accelerated borrowing program through
OMEIFA. Accelerated borrowing at market rates would result in an even lower percentage addressed after
12 years. As a result, accelerated borrowing is not being recommended.
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CITY OF GREATER SUDBURY
TEN-YEAR FINANCIAL PLAN
CAPITAL GAP FINANCING PLAN

Page3

TABLE 7

amended Jan. 2004

($000)
Option 2 OMEIFA
$7 million in debentures per year for 11 years and one issue of $16 miilion in OMEIFA debentures (15 years @ 3%)
FORECAST PERIOD
| 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 TOTAL|
Capital Financing Gap 41,455 42,352 54,095 37,536 38,394 39,105 40,385 41,381 42,585 43,942 44,821 45,718 511,770
Capital Financing Sources
Increased contributions to capital
envelopes from Capital Levy 2,915 6,209 9,698 13,379 17,245 21,305 25565 30,031 34708 39,605 40,397 41,205 282,262
Portion for new debt repayment (586) (1,172) (2,512) (3,098) (3,684) (4,270) (4,856) (5442) (6,028) 6,614) (7,200) (7,786) (53,248)
inflation on capital envelopes 374 769 1,175 1,590 2,016 2,450 2,894 3,348 3,811 4,284 4,712 5136 32,558
Neaw Debt Issued 7,000 7,000 16,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 93,000
Total Capital Financed in Year 9,702 12,806 24,361 18,870 22,577 26,486 30,603 34,937 39,491 44,275 44,910 45,556 354,573
1% Capital Completed 23.4% 30.2% 45.0%  50.3% 58.8% 67.7% 758% 84.4% 92.7% 100.8% 100.2% 99.6%  69.3%
Option 2 Market
$7 miliion In debentures per year for 11 years and one issue of $16 million in market-rate debentures (15 years @ 5.75%)
FORECAST PERIOD
{ 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 TOTAL|
Capital Financing Gap 41455 42,352 54,095 37,536 38,394 39,105 40,385 41,381 42,585 43,942 44,821 45,718 511,770
Capital Financing Sources
Increased contributions to capital
envelopes from Capital Levy 2,915 6,209 9,698 13,379 17,245 21,305 25565 30,031 34,708 39,605 40,397 41205 282262
Portion for new debt repayment (709) (1,418) (3,039) (3,748) (4,457) (5,166) (5,875) (6,584) (7,293) (8,002) (8,71 1) (9,420) (64,422)
Inflation on capital envelopes 374 769 1,175 1,590 2,016 2,450 2,894 3,348 3,811 4,284 4,712 5,136 32,558
New Debt Issued 7,000 7,000 16,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 7,000 93,000
Total Capital Financed in Year 9,579 12,560 23,834 18,220 21,804 25590 29,584 33,795 38,226 42,887 43,399 43,922 343,399
|2 Capital Compieted 23.1%  29.7%  44.1%  48.5% 56.8%  65.4% 73.3% 81.7%  89.8% 97.6%  96.8%  96.1% 67.1%
Option 3 OMEIFA
$20 million In debentures per year for 3 years and one issue of $33 million in OMEIFA debentures (15 years @ 3%)
FORECAST PERIOD
[ 2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 TOTAL]
Capital Financing Gap 41,455 42,352 54,095 37,536 38,394 39,105 40,385 41,381 42,585 43,942 44,821 45,718 511,770
Capital Financing Sources
Increased contributions to capital
envelopes from Capital Levy 2,915 6,209 9,698 13,379 17,245 21,305 25565 30,031 34,708 39,605 40,397 41,205 282,262
Portion for new debt repayment (1,675) (3,350) (6,114) (7,790) (7,790) (7,790) (7,790) (7,790) (7,790) (7,790)  (7,790) (7,790) (81,249)
Inflation on capital envelopes 374 769 1,175 1,590 2,016 2,450 2,804 3,348 3,811 4,284 4,712 5136 32,558
New Debt Issued 20,000 20,000 33,000 20,000 0 0 0 0 0 0 0 0 93,000
Total Capital Financed in Year 21,613 23,628 37,759 27,178 11,471 15966 20,669 25589 30,729 36,009 37,320 38,552 326,572
1% Capital Completed 52.1% 55.8% 69.8% 72.4%  29.9%  40.8%  51.2% 61.8% 72.2% 82.2%  83.3% 84.3% 63.8%
Notes:

1) OMEIFA lending rate at January 20, 2004 Is 2.62% for 15 years
2) Bank debenture rate is between 5.35 and 5.8% at January 20, 2004

3) The delay in Implementing the plan together with the identification of increased capital needs made the goal of achieving 100% funding

for annual capital needs, plus funding to address 70% of outstanding capital projects within ten years impossible to achieve

4) The changes necessary in order to bring the capital addressed up close to the 70% identified in the original long term financial plan
are higher debenture issues ($93 million as opposed to the original $61 miltion) and longer debenturing (12 years of issues
rather than 10).
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Key Elements of the Long Term Financial Plan

When the original Plan was presented at the end of 2002 a number of key elements to the plan were
identified. Three of those elements are addressed with approval of the recommendations in this report:

> Implementation of a 2.27% per year Infrastructure Renewal Levy
> Inflation Protection by adding inflation (2%) to the existing Capital Allocations
> Undertaking a Managed Debt Program, as illustrated on the revised Table 7.

Allocation of Debenture Proceeds

One of the recommendations in the Long Term Financial Plan is to undertake a managed debt program, when
certain conditions exist. These conditions include debenturing “projects where the cost of deferring
expenditures exceeds debt servicing costs”. Clearly our roads fall into this category. Therefore, it is
recommended, that for 2004, the full debenture proceeds of $7 million be allocated to roads. The General
Manager of Public Works has provided three print-outs, also attached, as follows:

> ASET_ART -is a ten year program for Arterial Roads which totals almost $45 million
> ASET_COLL - is a ten year program for Collector Streets which totals almost $94 million
> ASET _LOC -is a ten year program for local roads which totals $91 million.

These projects total $230 million and represent the $23 million per year that the Long Term Plan shows as
needed for Roads. There is no shortage of projects to be undertaken with the additional $7 million in
debenture proceeds. If debenturing is approved, the General Manager of Public Works will provide Council
with a recommended additional roads program.

For 2004, any debenturing could be delayed until late in the year, so no repayments would be required this
year. However, Council would have to commit to implementation of the Capital Levy in 2005 in order to fund
repayments. However, delaying the implementation of the levy will result in an increased funding gap.

Allocation of Capital Levy

It is recommended for 2004 that the Capital Levy implemented be allocated to fleet. There is a shortfall of
adequate fleet in Public Works, Fire, and Transit. The total shortfall identified in these three areas is aimost
$37 million. Again, a report would come from the General Managers recommending specific fleet purchases.

Should the levy not be implemented, these requirements would have to be deferred to future years. As
pointed out above, delaying the implementation of the levy results in a wider funding gap.

The allocation of Capital Levies of future years can be brought forward to Council later in 2004, and Council
can prioritize projects.
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OMEIFA Financing

At present, it is unknown whether OMEIFA will continue, with the change in governments. Assuming it does
continue, itis too late to apply for participation in the 2003 program, and no announcements have been made
for the 2004 program to date. Last year’s limit was $100 million for any municipality, but OMEIFA could
provide no estimates as to what, if any, limit there would be this year. They did, however, explain roughly
what the process is at present:

> OMEIFA makes announcement as to amounts available, eligible projects, maximum allocations, and

interest rates (usually half of market rates)

Municipalities apply for funding for specific projects

OMEIFA makes announcement as to applications approved, some months later

OMEIFA sends out draft agreements

Municipalities get Council authorization to enter into agreements

Agreements are signed and returned to OMEIFA

As invoices come in, Treasurers present invoices and a Treasurer’'s Statement to OMEIFA by either

the 10" or 20" of the month

> OMEIFA forwards funds to municipalities by the 5" working day after receipt of the Treasurer's
Statement

> Funding can also be delayed until the end of the project to avoid interest costs if there are sufficient
funds on hand to self-finance.

v v v v v v

Debenturing in the Open Market

The City debentured just last spring, through the open market process, and the Royal Bank of Canada has
been appointed the City’s fiscal agent. If OMEIFA financing is not available, the City can debenture in this
manner. Usually, the funds are not up-front, but at the end of a project. However, interim financing
settlement dates can be established and funds transferred as scheduled.

It should be pointed out that OMEIFA funds are available for only water, wastewater, roads, solid waste, and

transit projects. Should the City wish to undertake other major capital projects and debenture them, the open
market would be the only choice for debenturing.

As illustrated on Table 7, using either OMEIFA or the market will still bring us close to achieving the 70%
target by the end of 2015.

Bond Rating

If it becomes apparent that the open market will be the debenturing vehicle, it is also recommended that the
City obtain a bond rating. Having a rating could well mean savings of as much as one quarter of a percent
on borrowing. Over 15 years, this would be about $25,000 per $1 million debentured. If we borrow up to the
$93 million illustrated on Table 7, savings could be substantial. The initial rating would cost in the
neighbourhood of $25,000 with the annual maintenance fee being between $10,000 and $15,000. It is
recommended that the initial rating be funded from the Capital Financing Reserve Fund - General. Funding
for the maintenance will be identified at a later date.
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Part 2 - Financing Alternatives - Water and Wastewater Projects

Capital Financing Alternatives - Water / Wastewater Projects

Water/Wastewater Priority List

In 1998 a priority list for Water / Wastewater projects was approved by the former Region (copy attached -
Appendix A). At that time this list totaled $28 million. To allow for changes and inflation since that time, a
total of $35 million has been used for the purpose of this report.

Two options have been developed to finance Water and Wastewater projects in order for the City to begin
addressing the priority list for these services. The first option would allow the City to address half of the
projects, while the second allows for the full priority list to proceed. For this report, and for illustrative
purposes only, it has been assumed that wastewater projects will cost about 16% more than water projects.
However, each project will have different costs. Some will affect both rates, some will affect only water rates,
while others will affect only wastewater rates.

Amendments to Existing Policies
If Council decides to proceed with these projects, two existing policies must be addressed. The first is
Council’s policy to maintain infrastructure only and not expand services. If the priority list is to proceed, this

policy should be suspended for water/ wastewater projects until the priority list (or a portion thereof) has been
serviced.

The second policy is “Policy on Sewer and Water Extensions” and is attached to the September report.

The recommended revised policy is as follows:
Policy on Water/Wastewater Extensions

° That the authority provided in the Municipal Act be used for projects initiated by City Council;

] That each lot (parcel) at the time of project initiation be provided with one standard size service
connection from main to lot line. Any lot (parcel) requiring a service larger than standard size must
pay the difference up-front between the size required and standard size. Any additional connections
requested will be paid for up-front, at actual costs;

° That any lot (parcel) created through the severance or subdivision process following project initiation

be required to pay the appropriate per lot charge, plus the actual cost of any water and/or wastewater
connection at that time;

. That the interest rate to be charged on repayments for those properties not paid up-front be the
interest rate to be charged on debentures for the project; and
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] That water and/or wastewater extension projects proceed, subject to the availability of capital funding
or financing, based on the following criteria:

- Every effort will be made to proceed with any project which receives Provincial subsidy

- Projects must be on the Water/Wastewater Priority list, as adopted in March 1987, and as
amended from time to time. Itis further recommended that Council review this list annually,
or as required, in order that any projects resulting from health-related issues may be added

to or moved up on this list. Where possible, projects will proceed in priority order

- Per policy, all benefitting property owners must connect to newly constructed water and/or
wastewater services

- Those benefitting property owners not providing up-front funding will be subject to the same
per lot (parcel) charges, to be repaid annually over a period not to exceed fifteen (15) years,
or the debenture period of the project, with the established rate of interest being used to
calculate the repayment amount

- The annual repayments will be credited back to the appropriate cost centres in the current
budget (either Water or Wastewater or both, depending on the project), in order to repay
the debentured amounts.

The September report gave two alternatives for Water and Wastewater projects. The first was to borrow
$17.5 million from either OMEIFA or the market and proceed with about one hailf of the water and wastewater
priority list over the next ten years. The second was to borrow $35 million and proceed with the entire priority
list over the next ten years. A third is to finance the Priority list through OMEIFA for 40 years. The open
market does not have 40 year money available.

The following three pages present the financial details of each of these options.
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Pages

Option 1 - WWW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 1 - $17.5 million over 10 Years and Debenturing at Market
Gross* Recovery** Net Amount Recovered Net
Project from City to be Annual** from City Water Wastewater
Year Cost Landowners Share Debentured Repayments Landowners Share Portion Portion
$ $ $ $ $ $ $ $ $
2004 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2005 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2006 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2007 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2008 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2009 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2010 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2011 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2012 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
2013 1,750,000 875,000 875,000 1,750,000 180,200 90,100 90,100 41,713 48,387
* Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per policy, benefitting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
*** Annual repayments are based on financing at market rates (6%, 15 years)
Option 1 - WWW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 1 - $17.5 million over 10 Years using OMEIFA financing
Gross* Recovery** Net Amount Recovered Net
Project from City to be Annual*** from City Water Wastewater
Year Cost Landowners Share Debentured Repayments Landowners Share Portion Portion
$ $ $ $ $ $ $ $ $

2004 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2005 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2006 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2007 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2008 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2009 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2010 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2011 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2012 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365
2013 1,750,000 875,000 875,000 1,750,000 146,600 73,300 73,300 33,935 39,365

* Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per policy, benefitting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
*** Annual repayments are based on OMEIFA financing (3%, 15 years)
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Option 2- W/WW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 2 - $35 million over 10 Years and Debenturing at Market
Gross* Recovery™* Net Amount Recovered Net
Project from City to be Annual*** from City Water Wastewater
Year Cost Landowners Share Debentured Repayments Landowners Share Portion Portion
$ $ $ $ $ $ $ $ $
2004 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2005 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2006 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2007 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 - 180,200 83,426 96,774
2008 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2009 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2010 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2011 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2012 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
2013 3,500,000 1,750,000 1,750,000 3,500,000 360,400 180,200 180,200 83,426 96,774
*+ Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per policy, benefitting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
=+ Annual repayments are based on financing at market rates (6%, 15 years)
Option 2 - W/WW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 2 - $35 million over 10 Years using OMEIFA financing
Gross* Recovery** Net Amount Recovered Net
Project from City to be Annual*** from City Water Wastewater
Year Cost Landowners Share Debentured Repayments Landowners Share Portion Portion
$ $ $ $ $ $ $ $ $
2004 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,800 67,870 78,730
2005~ 3,500,000 1,750,000 1,750,000 3,500,000 -+ 293200 146,600 146,600 - 67,870 78,730 -
2006 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,600 67,870 78,730
2007 3,500,000 1,750,000 1,750,000 3,500,000 293,200 148,600 146,600 67,870 78,730
2008 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,600 67,870 78,730
2009 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,600 67,870 78,730
2010 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,600 67,870 78,730
2011 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,600 67,870 78,730
2012 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,600 67,870 78,730
2013 3,500,000 1,750,000 1,750,000 3,500,000 293,200 146,600 146,600 67,870 78,730

* Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per policy, benefitting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
=+ Annual repayments are based on OMEIFA financing (3%, 15 years)
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Option 3a - W/WW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 3 - $17.5 million over 10 Years using OMEIFA financing

Gross* Recovery** Net Amount Recovered Net
Project from City to be Annual*** from City Water Wastewater
Year Cost Landowners Share Debentured Repayments Landowners Share Portion Portion
$ $ $ $ $ $ $ $ $

2004 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327
2005 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327
2006 1,750,000 875,000 875,000 1,750,000 75,700 ) 37,850 37,850 17,523 20,327
2007 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327
2008 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327
2009 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,5623 20,327
2010 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327
2011 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327
2012 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327
2013 1,750,000 875,000 875,000 1,750,000 75,700 37,850 37,850 17,523 20,327

* Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
= Per policy, benefitting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
*+ Annual repayments are based on OMEIFA financing (3%, 40 years)

Option 3b - W/WW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 3 - $35 million over 10 Years using OMEIFA financing

Gross* Recovery** Net Amount Recovered Net
Project from City to be Annual*** from City Water Wastewater
Year Cost Landowners Share Debentured Repayments Landowners Share Portion Portion
$ $ $ $ $ $ $ $ $

2004 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2005 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2006 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2007 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2008 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2009 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2010 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2011 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2012 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654
2013 3,500,000 1,750,000 1,750,000 3,500,000 151,400 75,700 75,700 35,046 40,654

* Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
= Pper policy, benefitting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
*+  Annual repayments are based on OMEIFA financing (3%, 40 years)
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Repayments

In accordance with policy, benefitting landowners would be responsible for 50% of the cost of the projects.
It has been assumed that both the City and the landowners would simply pay their respective shares over the
term of the borrowing. The total annual repayments for each year of debenturing is shown below, for each
option. Half of the repayments would come from per lot (frontage) charges and the remainder would be
raised through water/wastewater rates.

Total Annual
Repayments
$ $

Option 1 1.75 million / yr Market 180,200
Option 1 1.75 million / yr OMEIFA 146,600
Option 2 3.5 million / yr Market 360,400
Option 2 3.5 million / yr OMEIFA 293,200
Option 3a 1.75 million / yr OMEIFA 75,700
Option 3b 3.5 million / yr OMEIFA 151,400

Rates
In order to finance the City’s share of the projects, water rates would have to be increased. The following

chart shows how each option would affect the rates, by percentage and by dollar value for the average
customer, consuming 240 cubic meters of water annually.

Water and Wastewater Water and Wastewater

Annual increase Cumulative Increase
$ % $ % $
Option 1 1.75 million / yr Market .22 1.46 2.22 14.64
Option 1 1.75 million/yr ~ OMEIFA 18 1.19 1.80 11.91
Option 2 3.5 million / yr Market 44 2.93 4.43 29.29
Option 2 3.5 million / yr OMEIFA .36 2.38 3.61 23.82
Option 3a 1.75million/yr  OMEIFA .09 0.62 0.93 6.15
Option 3b 3.5 million / yr OMEIFA 19 1.23 1.86 12.30

Any increase to the water rates would be in addition to the increased rates for inflation, maintenance of the
Sustainable Capital Assets Management Plan and the implementation of any legislated water and wastewater
programs.
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Total Costs

The total costs to the City are shown below:

$ $
Option 1 1.75 million / yr Market 13,515,000
Option 1 1.75 million / yr OMEIFA 10,995,000
Option 2 3.5 million / yr Market 27,030,000
Option 2 3.5 million / yr OMEIFA 21,990,000
Option 3a  1.75 million / yr OMEIFA 15,140,000
Option 3b 3.5 million / yr OMEIFA 30,280,000

Clearly, the longer term is more expensive.

Summary

In summary, it is recommended that Council implement the Long Term Financial Plan recommendations and
address the Water/Wastewater priority list by:

Directing the existing Capital Envelopes to be further increased by inflation

Adopting an option from the Capital Financing Alternatives for implementation of the Long Term
Financial Plan recommendations

Adopting an option from the Capital Financing Alternatives for Water/Wastewater extensions
Applying to the Ontario Municipal Economic Infrastructure Financing Authority to participate in this
funding scheme, it being understood that OMEIFA financing will be utilized by the City wherever
possible and that the open market will be used where necessary

Obtaining a credit rating

Suspending the moratorium on constructing new infrastructure for the Water/\WWastewater priority
list projects; and

Adopting a revised policy on Water and Wastewater extensions.

Regardless of which of the recommendations of this report are adopted, the end result will be increased
funding available to address our capital needs. Until the end of the twelve year forecast, needs still outweigh
funding, and the funds should be allocated on a priority basis.
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Request for Recommendation

! Finance Committee

Type of Decision

Sudbiiry

www.dty.greatersudbury.on.ca

O

Meeting Date | September 22, 2003 Report Date September 19, 2003
Decision Requested X Yes No Priority X | High Low
Direction Only Type of Meeting X | Open Closed

Report Title

Capital Financing Alternatives

Policy Implication + Budget Impact

This report and recommendation(s) have been reviewed by the
Finance Division and the funding source has been identified.

N/A

WHEREAS Council has adopted the Long Term
Financial Plan which identified the need to have a
Capital Levy and which recommended the use of a
managed debt program;

NOW THEREFORE BE IT RESOLVED THAT:
> Inflation be applied to all existing Capital
Envelopes

Option of the Capital Financing
Alternatives for implementation of the Long
Term Financial Plan recommendations, as
outlined in the report from the General
Manager of Corporate Services dated
September 19, 2003 be included in the 2004
Base Budget;

Background Attached

Recommendation Continued

Recommencded by the General Manager
/4

Recommended by the C.A.O.

Chief Administrative Officer
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C. Manhaffy S. Jonasson
Manager of Financial Planning & Policy / Deputy Treasurer Director of Finance/City Treasurer

RECOMMENDATION CONTINUED

> The Ontario Municipal Economic Infrastructure Financing Authority program, where available, be
utilized for any debenturing and the regular market be used if necessary;

> The General Managers of Public Works and Corporate Services make application to the Ontario
Municipal Economic Infrastructure Financing Authority to participate in the funding scheme (if above
options are approved);

» A report be prepared before the end of the year recommending capital envelope priorities, based on
the additional capital funding approved.

WHEREAS Council has requested capital financing alternatives in order to address infilling of Water
and Wastewater services;

NOW THEREFORE BE IT RESOLVED THAT:

> Option W/WW of the Capital Financing Alternatives for Water/Wastewater extensions as outlined
in the report from the General Manager of Corporate Services dated September 19, 2003 be included
in the 2004 Base Budget and the calculation of future Water/Wastewater rates;

, The Ontario Municipal Economic Infrastructure Financing Authority program, where available, be
utilized for any debenturing and the regular market be used if necessary;

> The General Managers of Public Works and Corporate Services make application to the Ontario
Municipal Economic Infrastructure Financing Authority to participate in the funding scheme (if above
options are approved);

> Council policy to maintain existing infrastructure only, and not build new infrastructure be suspended
for Water and Wastewater projects on the Priority List, in order to address these servicing needs;

, The Policy on Water and Wastewater Extensions be amended as outlined in this report.
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- BACKGROUND

In December of 2002, Council approved the Long Term Financial Plan (LTFP), prepared by He mson
Consulting, which identified significant capital funding gaps in excess of $40 million per year. The consultants
also suggested three alternatives to funding these capital needs. The recommended option, (Option #2 found
on page 27 of the LTFP) was:

“Implement an Infrastructure Renewal Levy which will generate sufficient tax dollars in 2012 to meet
the annual capital gap, combined with managed use of debt financing in order to complete 70 percent
of the identified Capital Financing Gap of $343.6 million. No debt would be issued after 2012.”

This option recommended the use of debt financing of approximately $6 million per year for 10 years for some
of the infrastructure needs, together with the implementation and continuation of an annual Infrastructure
Renewal Levy in the amount of 2.27% of the previous year’s levy. The annual debt repayments are included
in the recommended Capital Levy. '

As Council is aware, every municipality in Ontario has an Annual Repayment Limit (ARL) which is a
calculation provided by the Province annually, and which must be updated by the Treasurer throughout the
year. All of the debt repayments caiculated for the options presented in this report are well within the City of
Greater Sudbury’s ARL, which is in the vicinity of $40 million.

Another component of the LTFP was to automaticaily increase the existing capital envelopes each year by
an inflation amount. Withoutincorporating this increase, the funding gap will widen each year as project costs
increase while capital contributions remain constant.

Although the LTFP was adopted by Council, none of the capital levy, the managed debt program, nor the
inflation increases to the existing envelopes were implemented in 2003. Council did permanently increase
the roads capital envelope by $588,000 in 2003, and some of the other issues identified in the LTFP were
addressed on a one-time basis, such as the contribution to the Social Housing, Ontario Works and the Sick
Leave Reserves.

Since the adoption of the Plan, the Province of Ontario has introduced the Ontario Municipal Economic
Infrastructure Financing Authority (OMEIFA) financing. Under this program, municipalities may finance
certain infrastructure renewal projects at a rate considerably less than that available on the open market.
Were the City to take advantage of this opportunity, basically only Roads, Solid Waste, Transit, Water and
Wastewater projects could be debentured. Funding the gap for other capital needs would occur through the
new annual capital levy, debenturing through the regular market, and the inflation applied to each envelope.
Only Roads, Solid Waste, or Transit projects can be addressed under the OMEIFA options in the first part
of the report, while Water and Wastewater projects are the topic of the second part.

At the June 25™ meeting of the Priorities Committee, through recommendation 2003-45, a Financing Plan was
to be brought back to Council in the Fall of this year outlining various options in keeping with the LTFP for
funding Capital infrastructure. The recommendations were to include a capital levy and use of the OMEIFA
financing.
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This report will present two options to fully implement the LTFP recommendations to fund the capital gap, as
adopted by Council. Each of these options includes both the annual capital levy and the inflation of existing
capital envelopes. The options are:

8 $6.1 annual debenture issue for 10 years, for Roads, Solid Waste and/or Transit projects only, utilizing

OMEIFA funding, if possible, _
> $15.25 annual debenture issue for 4 years, for Roads, Solid Waste and/or Transit projects only,

utilizing OMEIFA funding, if possible .

In addition, during the 2003 budget process Councillor Davey requested funding options which would allow
water and wastewater extensions in accordance with the approved priority list. A further two options have
been developed to address this need in the second part of the report. These options also involve
debenturing, again using OMEIFA funding, if possible.

The two issues are separated because water and wastewater capital needs are funded through the water and
wastewater rates while all other capital is funded through the taxation levy.

All of the charts in the report are attached, in larger print.
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_ Implementation of the Long Term Financial Plan Recommendations

(For all options, it should be noted that all debt repayments are included in the 2.27% Capital Levy, not in
addition to it)

Option 1 - Implement a Capital Levy of 2.27% of the previous year’s Net Levy and have a managed
debt program of debenturing approximately $6.1 million per year for the next 10 years, at market rates

This is the recommendation from the Long Term Financial Plan, as adopted by Council last December. The
recommendation was not implemented in 2003, but implementing the program in 2004 will achieve the same
results by 2013, rather than 2012 as indicated in the study.

The chart below shows that over the ten year period, the cumulative capital levy is estimated to be about $40
million (column 2), which will fully address the annual funding gap identified in the LTFP, and brings the
capital component of the budget to the amount necessary to meet the projected annual needs at the end of
ten years. It also allows for about 70% of the outstanding capital needs to be addressed during the period.

Column 9 in each of the charts illustrates the amount of capital which can be undertaken during each of the
ten years, including the amount to be debentured.

Option 1
CITY OF GREATER SUDBURY
Long Term Financial Plan - Capital Financing Aiternatives
Option 1 - 2.27% Capital Levy and Debentures at Market
1 2 3 a 5 6 7 8 9
(1-3) (4+7) Capital
Estimated * 10-Year “** Est *** Total to be
2.2T% Cumulative Portion for** Net Cum. Capital Policy Est. Infla- Existing Capital Under-
Year Capital Levy Cap Levy Debt Repay. New Capital Incr. ToEnv. tion-2% Envelopes Excl Debt taken
$ $ $ $ $ $ $ $ $
2003 - 19,602,275
2004 2,914,816 2,914,816 {648,800 2,266,016 750,000 393,846 20,836,121 23,102,137 29,202,137
2005 :3,279,168 6,193,984 1,297,600 4,896,384 749,235 416,722 22,002,078 26,898,462 32,998,462
2006 3,492,314 9,686,208 1,946,400 7,739,898 127,000 440,042 22,569,119 30,309,017 36,409,017
2007 3,687,884 13,374,182 2,585,200 10,778,982 139,279 451,382 23,159,781 33,938,763 40,038,763
2008 3,887,029 17,261,211 3,244,000 14,017,211 46,423 463,196 23,669,399 37,686,610 43,786,610
2009 4,096,929 21,358,140 3,892,800 17,465,340 - 473,388 24,142,787 41,608,127 - 47,708,127
2010 4,314,066 25,672,206 4,541,600 21,130,606 28,383 482,856 24,654,026 45,784,632 51,884,632
2011 4,542,712 30,214,918 5,190,400 25,024,518 82,713 493,081 25,229,820 50.254,358 56,354,338
2012 4,783,476 34,998,394 5,839,200 29,159,194 - 504,596 25,734,416 54,893,610 60,993,610
2013 5,037,000 40,035,394 6,488,000 33,547,394 - 514,688 -26,249,104 59,796,498 65,896,498

* Based on Long Term Financial Plan recommendations
** $6.1 million/year debt issued for 10 years for $61 million in debentures (15 years, 6.5%)
** As adopted by Council in April, 2001 and since amended (changes to envelopes plus any decreased debt repayments)
*** Excludes Water and Wastewater Envelopes

Using the regular market place to issue debentures would make the annual debenture repayments reach their
maximum of $6,488,000 in 2014, and all of the issued debt would be repaid by 2028. Using the regular
market place for the debentures means any project could be debentured. The projects to be undertaken as
funding becomes available would be decided by Council, on a priority basis.
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Option 1 continued - Implement a Capital Levy of 2.27% of the previous year’s Net Levy and have a
managed debt program of debenturing approximately $6.1 million per year for the next 10 years
through OMEIFA

The second part of Option 1 illustrates using OMEIFA for debenturing eligible projects. The cost of
debenturing the projects is considerably reduced because of the lower interest rates available through
OMEIFA. Again, implementing this option in 2004 will achieve the same results indicated in the study, but
in 2013 rather than 2012.

The chart below shows that over the ten year period, the cumulative capital levy is still estimated to be about
$4.0 miliion, and the capital component of the budget is sufficient to meet the projected annual capital needs
at the end of ten years. It also allows for 70% of the outstanding needs to be addressed during the period.
The differences are that the maximum annual repayment amount is $5.2 million rather than the $6.5 million
ilustrated in the previous chart, and the total capital, shown in column 8 is $61.1 million rather than $59.8
million. :

Column 9 shows that the total amount of capital to be undertaken is increased from the first chart, by the
difference in the repayment amounts.

Option 1
CITY OF GREATER SUDBURY
Long Term Financial Plan - Capital Financing Alternatives
Option 1 - 2.27% Capital Levy and Debentures through OMEIFA
1 2 3 4 5 6 7 8 9
(1-3) (4+7) Capital
Estimated * 10-Year *** Est **** Total to be
2.27% Cumulative Portion for** Net Cum. Capital Policy  Est. Infla- Existing Capital Under-
Year Capital Levy Cap Levy Debt Repay. New Capital Incr. To Env. tion - 2% Envelopes Excl Debt taken
$ $ $ $ $ $ $ $ s
2003 - 19,692,275
2004 2,914,816 2,914,816 620,300 2,394,516 750,000 393,846 20,836,121 23,230,637 29,330,637
2005 3,279,168 6,193,984 1,040,600 5,153,384 749,235 416,722 22,002,078 27,155,462 33,255,462
2006 3,492,314 9,686,208 1,660,900 8,125,398 127.000 440,042 22,569,119 30,694,517 36,794,517
2007 3,687,884 13,374,182 2,081,200 11,292,982 139,279 451,382 23,159,781 34,452,763 40,552,763
2008 3,887,029 17,261,211 2,601,500 14,659,711 46,423 463,196 23,669,399 38,329,110 44,429,110
2009 4,096,929 21,358,140 3,121,800 18,236,340 - 473.388' 24,142,787 42,379,127 48,479,127
2010 4,314,066 25,672,206 3,642,100 22,030,106 28,383 482,856 24,654,026 46,684,132 52,784,132
2011 4,542,712 30,214,918 4,162,400 26,052,518 82,713 493,081 25,229,820 51,262,338 57,382,338
2012 4,783,476 34,998,394 4,682,700 30,315,694 - 504,596 25,734,416 56,050,110 62,150,110
2013 5,037,000 40,035,394 5,203,000 34,832,394 - 514,688 26,249,104 61,081,498 67,181,498

* Based on Long Term Financial Plan recommendations
* $6.1 million/year debt issued for 10 years for $61 miliion in debentures (15 years, 3.25%)
=+ A adopted by Council in April, 2001 and since amended (changes to envelopes pius any decreased debt repayments)
= Evcludes Water and Wastewater Envelopes
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© ' |t should, however, be pointed out that there is no guarantee that OMEIFA funding will still be available to
municipalities for the next ten year period, but that assumption has been made for purposes of this chart.

Using OMEIFA to issue debentures would make the annual debenture repayments reach their maximum of
$5,203,000 in 2014, and all of the issued debt would still be repaid by 2028. Using OMEIFA financing for the
debentures means only Roads, Solid Waste or Transit projects could be debentured. Other capital needs
would be funded through the existing envelopes, debenturing at market, and the portion of the capital levy
not required for debt repayment. Again, the other capital needs would be undertaken on a priority basis, as

decided by Council.
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Option 2 - Implement a Capital Levy of 2.27% of the previous year’'s Net Levy and have a managed
debt program of debenturing approximately $15.25 million per year for the next 4 years at market
rafes

This option modifies the recommendation from the Long Term Financial Plan by accelerating the debenturing
program. The total cost of debenturing the projects is identical to that in Option 1, but the debt would be fully
repaid 6 years earlier. Again, implementing this option in 2004 will achieve the same results indicated in the
study, but in 2013 rather than 2012.

The chart below shows that over the ten year period, the cumulative capital levy is still estimated to be about
$40 million, which fully addresses the annual funding gap, and brings the capital component of the budget
to the amount necessary to meet the projected annual needs at the end of ten years. It aiso allows for 70%
of the outstanding needs to be addressed during the period.

Column 9 illustrat.es the increase in capital which can be undertaken during the first four years, as compared
to Option 1, and also shows that total capital undertaken would be less in the later years.

’ Option 2
CITY OF GREATER SUDBURY
Long Term Financial Plan - Capital Financing Alternatives
Option 2 - 2.27% Capitatl Levy and Accelerated Debenturing at Market
1 2 3 4 5 6 7 8 9
(1-3) (4+7) Capital
Estimated * 10-Year “** Est **** Total to be
2.27% Cumulative  Portion for** Net Cum. Capital Policy  Est. Infla- Existing Capital Under-
Year Capital Levy Cap Levy Debt Repay. New Capital Incr. To Env. tion - 2% Envelopes Excl Debt taken
$ $ $ $ $ $ $ $ $
2003 - 19,692,275

2004 2,914,816 2,914,816 1,621,900 1,292,916 750,000 393,846 20,836,121 22,129,037 37,379,037
2005 3,279,168 6,193,984 3,243,800 2,950,184 749,235 416,722 22,002,078 24,952,262 40,202,262
2006 3,492,314 9,686,298 4,865,700 4,820,598 127,000 440,042 22,569,119 27,389,717 42,639,717
2007 3,687,884 13,374,182 6,488,000 6,886,582 139,279 451,382 23,159,781 30,046,363 45,296,363
2008 3,887,029 17,261,211 6,488,000 10,773,611 46,423 463,196 23,669,399 34,443,010 34,443,010
2009 4,096,929 21,358,140 6,488,000 14,870,540 - 473,388 24,142,787 39,013,327 39,013,327
Zd 10 4,314,066 25,672,206 6,488,000 19,184,606 28,383 482,856 24,654,026 43,838,632 43,838,632
2011 4,542,712 30,214,918 6,488,000 23,727,318 82,713 493,081 25,229,820 48,957,138 48,957,138
2012 4,783,476 34,998,394 6,488,000 28,510,794 - - 504,596 25,734,416 © 54,245,210 - 54,245,210
‘2013 5,037.000 40,035,394 6,488,000 33,547,794 - 514,688 26,249,104 59,796,898 59,796,898

* Based on Long Term Financial Plan recommendations
** $15.25 million/year debt issued for 4 years for $61 million in debentures (15 years, 6.5%)
*** As adopted by Council in April, 2001 and since amended (changes to envelopes plus any decreased debt repayments)
+=» Excludes Water and Wastewater Envelopes

Using the regular market place to issue debentures would make the annual debenture repayments reach
their maximum of $6,488,000 in 2007, and all of the issued debt would be repaid by 2022. Using the
regular market place for the debentures means any project could be debentured. The projects to be
undertaken as funding becomes available would be decided by Council, on a priority basis.
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- ' Option 2 continued - Implement a Capital Levy of 2.27% of the previous year’s Net Levy and have
a managed debt program of debenturing approximately $15.25 million per year for the next 4 years
through OMEIFA

The second part of Option 2 illustrates using OMEIFA for debenturing eligible projects. The cost of
debenturing the projects is considerably reduced because of the lower interest rates available through
OMEIFA. This is illustrated in the chart below.

Option 2
CITY OF GREATER SUDBURY
Long Term Financial Plan - Capital Financing Alternatives
Option 2 - 2.27% Capital Levy and Accelerated OMEIFA Debenturing
1 2 3 4 5 8 7 8 9
(1-3) (4+7) Capital
Estimated * 10-Year *** Est **** Total to be
2.27% Cumulative Portion for™* Net Cum. Capital Policy  Est. infla- Existing Capital Under-
Year Capital Levy Cap Levy Debt Repay. New Capital Incr. To Env. tion - 2% Envelopes Excl Debt taken
$ $ $ $ $ $ $ $ $

2003 - 19,692,275

2004 2,914,816 2.914,818 1,300,700 1,614,116 750,000 393,846 20,836,121 22,450,237 37,700,237
2005 3,279,168 6,193,984 2,601,400 3,692,584 749,235 416,722 22,002,078 25,594,662 40,844,662
2006 3,402,314 9,686,298 3,902,100 5,784,198 127,000 440,042 22,569,119 28,363,317 43,603,317
2007 3,687,884 13,374,182 5,202,800 8,171,382 139,279 451,382 23,159,781 31,331,163 46,581,163
2008 3,887,029 17,261,211 5,202,800 12,058,411 46,423 463,196 23,669,399 35,727,810 35,727.810
2009 4,096,929 21,358,140 5,202,800 16,155,340 - 473,388 24,142,787 40,298,127 40,208,127
2010 4,314,066 25,672,206 5,202,800 20,469,406 28,383 482,856 24,654,026 45,123,432 45,123,432
2011 4,542,712 30,214,918 5,202,800 25,012,118 82,713 493,081 25,229,820 50,241,938 50,241,938
2012 4,783,476 34,998,394 5,202,800 29,795,594 - 504,596 25,734,416 55,530,010 55,630,010
2013 5,037,000 40,035,394 5,202,800 34,832,594 - 514,688 26,249,104 61,081,698 61,081,698

* Based on Long Term Financial Plan recommendations
** $15.25 millior/year debt issued for 4 years for $61 million in debentures (15 years, 3.25%)
*** As adopted by Council in April, 2001 and since amended (changes to envelopes plus any decreased debt repayments)
++++ Excludes Water and Wastewater Envelopes

Using OMEIFA to issue debentures on an accelerated program would make the annual debenture
repayments reach their maximum of $5,203,000 in 2007, and all of the issued debt would be repaid by
2022. Again, using OMEIFA financing for the debentures means only Roads, Solid Waste, or Transit
projects could be debentured. Public Works indicates that although it would be possible to undertake a
Roads program at this accelerated rate, it might well be too disruptive to the public. The differences
between the two charts are that maximum repayments are $5.2 million rather than $6.5 on the previous
chart, while total capital in column 8 is $61.1 million rather than $59.8 million.

Column 9 shows the greater amount of total capital to be undertaken, as a result of the lower repayments.

Other capital needs would be funded through the envelopes and the portion of the capital levy not
required for debt repayment. Again, the other capital needs would be undertaken on a priority basis, as
decided by Council. The timing would be different than in Option 2 since more of the capital levy would
be required to repay debt in the earlier years, but the debt would be repaid sooner, freeing up the funding
for other capital needs. '
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Capital Financing Alternatives - Water / Wastewater Projects
Water/Wastewater Priority List

In 1998 a priority list for Water / Wastewater projects was approved by the former Region (copy attached -
Appendix A). At that time this list totaled $28 million. To allow for changes and inflation since that time, a
total of $35 million has been used for the purpose of this report.

Two options have been developed to finance Water and Wastewater projects in order for the City to begin
addressing the priority list for these services. The first option would allow the City to address half of the
projects, while the second allows for the full priority list to proceed. For this report, and for illustrative
purposes only, it has been assumed that wastewater projects will cost about 16% more than water projects.
However, each project will have different costs. Some will affect both rates, some will affect only water rates,
while others will affect only wastewater rates.

Amendments to Existing Policies

if Council decides to proceed with these projects, two existing policies must be addressed. The first is
Council’s policy to maintain infrastructure only and not expand services. If the priority list is to proceed, this
policy should be suspended for water/ wastewater projects until the priority list (or a portion thereof) has been
serviced. -

The second policy is “Policy on Sewer and Water Extensions”. This policy has been attached, as Appendix
B. The proposed revised policy is as follows:

Policy on Water/Wastewater Extensions
. That the authority provided in the Municipal Act be used for projects initiated by City Council;

° That each lot (parcel) at the time of project initiation be provided with one standard size service
connection from main to lot line. Any lot (parcel) requiring a service larger than standard size must
pay the difference up-front between the size required and standard size.” Any additional connections
requested will be paid for up-front, at actual costs;

. That any lot (parcel) created through the severance or subdivision process following project initiation
be required to pay the appropriate per lot charge, plus the actual cost of any water and/or wastewater
connection at that time;

e That the interest rate to be charged on repayments for those properties not paid up-front be the
interest rate to be charged on debentures for the project; and -

) That water and/or wastewater extension projects proceed, subject to the availability of capital funding
or financing, based on the following criteria:

- Every effort will be made to proceed with any project which receives Provincial subsidy

- Projects must be on the Water/\WWastewater Priority list, as adopted in March 1987, and as
amended from time to time. Itis further recommended that Council review this list annually,
or as required, in order that any projects resulting from health-related issues may be added
to or moved up on this list. Where possible, projects will proceed in priority order
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- Per policy, all benefitting property owners must connect to newly constructed water and/or
wastewater services

- Those benefitting property owners not providing up-front funding will be subject to the same
per lot (parcel) charges, to be repaid annually over a period not to exceed fifteen (15) years,
with the established rate of interest being used to calculate the repayment amount

- The annual repayments will be credited back to the appropriate cost centres in the current
budget (either Water or Wastewater or both, depending on the project), in order to repay the
debentured amounts.
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Option 1 W/WW - Addressing approximately one-half of the Water/Wastewater Priority List by
debenturing $1.75 million per year for the next ten years at market rates

The chart below illustrates financing a total of $17.5 miillion in water/wastewater projects, using the market
for debenturing.

Option 1 - WWW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 1 - $17.5 million over 10 Years and Debenturing at Market

Gross* Recovery™ Net Amount Recovered Net
Project from City to be Annual™* from City Water Wastewater
Year Cost Landowners  Share Debentured Repayments Landowners Share Portion Portion
H $ $ $ $ $ $ $ $

2004 1,750,000 875,000 875,000 1,750,000 186,000 93,000 93,000 43,056 49,944
2005 1,750,000 875,000 875,000 1,750,000 186,000 93,000 93,000 43,056 49,944
2006 1,750,000 875,000 875,000 1,750,000 186,000 ‘93,000 93,000 43,056 49,944
2007 1,760,000 875,000 875,000 1,750,000 186,000 93,000 93,000 43,056 49,944
2008 1,750,000 875,000 875,000 1 .756.000 186,000 93,000 93,000 43,056 49,944
2009 1,750,000 875,000 875,000 1,750,000 186,000 93,000 93,000 43,056 . 49,944
2010 1,750,000 875,000 875,000 1,750,000 186,000 93,000 93,000 43,056 49,944
2011 1,750,000 875,000 875,000 1,750,000 186,000 93,000 93,000 43,056 49,944
2012 1,750,000 876,000 87'5,000 1,750,000 186,000 93,000 93,000 43,056 49,944
2013 1,750,000 875,000 875,000 1,750,000 186,000 93,000 93,000 43,056 49,944

* Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per policy, benefiting landowners wili pay 50% of the project costs, either up-front or over the repayment period of 15 years
** Annual repayments are based on financing at market rates (6.5%, 15 years)

In accordance with policy, benefitting landowners would be responsible for 50% of the costs of the project,
whether they pay up-front, or over the term of the debentures. it has been assumed that both the City and
the landowners would simply pay their respective shares over the 15 year term. The total annual repayments
for each year of debenturing would be $186,000. Of this amount, 50% would come from per lot (frontage)
charges while the remainder would be raised through water/wastewater rates. At the end of the ten years
total repayments would be $1.9 million. This debt would be paid in full by 2028.

In order to finance the City’s share of the projects, the water rates would have to be increased. Although each
$1.75 miillion doliar debenture would result in a water rate increase of about 0.25% or $1.51 to pay the City's
share of the project, the cumulative increase over the ten year period, would result in about a 2.5% increase
in rates. For the average residential customer, consuming 240 cubic metres of water annually, the total
increase, including both water and wastewater, at the end of ten years would be about $15.

Any increase would be in addition to the significant increased rates projected for the next few years to
maintain the Sustainable Capital Assets Management Plan and implement any legislated water and
wastewater programs.
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_ Option 1 W/WW continued - Addressing approximately one-half of the Water/Wastewater Priority List
* ' by debenturing $1.75 million per year for the next ten years through OMEIFA

The chart below illustrates financing a total of $17.5 million in water/wastewater projects, using OMEIFA for
debenturing. The only difference between the two charts is the difference in repayments due to the interest
rates through OMEIFA being considerably less than market. Itis not known how long OMEIFA financing will
be available, but every effort would be made to finance as much as possible under this financing authority.

Option 1 - WWW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 1 - $17.5 million over 10 Years using OMEIFA financing

Gross* Recovery** - Net Amount Recovered Net
Project from City to be Annual*** from City Water Wastewater
Year Cost Landowners  Share Debentured Repayments Landowners Share Portion Portion
$ $ $ $ $ $ $ $ $

2004 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2005 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2006 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2007 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2008 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2009 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,080
2010 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2011 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2012 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090
2013 1,750,000 875,000 875,000 1,750,000 149,300 74,650 74,650 34,560 40,090

* Undertake $17.5 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per policy, benefiting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
*** Annual repayments are based on OMEIFA financing (3.25%, 15 years)

In accordance with policy, benefitting landowners would be responsible for 50% of the costs of the project,
whether they pay up-front, or over the term of the debentures. It has been assumed that both the City and
the landowners would simply pay their respective shares over the 15 year term. The total annual repayments
for each year of debenturing would be just over $149,000. Of this amount, 50%. would come from per-lot -
(frontage) charges while the remainder would be raised through water/wastewater rates. At the end of the
ten years, total repayments would be $1.5 million. This debt would be paid in full by 2028.

In orderto finance the City's share of the projects, the water rates would have to be increased. Although each
$1.75 million dollar debenture would result in a water rate increase of about 0.20% or $1.21 to pay the City's
share of the project, the cumulative increase over the ten year period, would result in about a 2.0% increase
in rates. For the average residential customer, consuming 240 cubic metres of water annually, the total
increase, including both water and wastewater, at the end of ten years would be about $12.

Any increase would be in addition to the significant increased rates projected for the next few years to
maintain the Sustainable Capital Assets Management Plan and implement any legislated water and
wastewater programs.
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Option 2 W/WW - Addressing the full Water/Wastewater Priority List by debenturing $3.5 million per
year for the next ten years at market rates

The chart below illustrates financing a total of $35 million in water/wastewater projects, using the market for
debenturing.

Option 2- WWW
CITY OF GREATER SUDBURY .
Capital Financing Alternatives - Water / Wastewater Projects
Option 2 - $35 million over 10 Years and Debenturing at Market

Gross*  Recovery™ Net Amount ) Recovered Net
Praject from City to be Annual*** from City Water Wastewater
Year Cost Landowner Share Debentured Repayments Landowners Share Portion Portion
$ ; $ $ $ $ $ $ $

2004 3,500,000 1,750,000 1,750,000 3,600,000 372,200 186,100 186,100 86,157 99,943
2005 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 86,157 99,943
2008 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 86,157 99,943
2007 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 86,157 99,943
2008 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 86,157 99,943
2009 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 86,157 99,943
2010 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 - 86,157 99,943
2011 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 86,157 99,943
2012 3,500,000 1,750,000 1,750,000 3,600,000 372,200 186,100 186,100 86,157 99,943
2013 3,500,000 1,750,000 1,750,000 3,500,000 372,200 186,100 186,100 86,157 99,943

* Undertake $35 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per palicy, benefiting landowners will pay 50% of the project costs, either up-front or over the repayment period of 15 years
** Annual repayments are based on financing at market rates (6.5%, 15 years)

In accordance with policy, benefitting landowners would be responsible for 50% of the costs of the project,

whether they pay up-front, or over the term of the debentures. It has been assumed that both the City and

the landowners would simply pay their respective shares over the 15 year term. The total annual repayments

__for each year of debenturing would be just over $372,000. Of this amount, 50% would come from per lot-
(frontage) charges while the remainder would be raised through water/wastewater rates. At the end of the

ten years, total repayments would be $3.7 million. This debt would be paid in full by 2028.

In order to finance the City’s share of the projects, the water rates would have to be increased. Although each
$3.5 million dollar debenture would result in a water rate increase of about 0.50% or $3.02 to pay the City’s
share of the project, the cumulative increase over the ten year period, would result in about a 5% increase
in rates. For the average residential customer, consuming 240 cubic metres of water annually, the total
increase, including both water and wastewater, at the end of ten years would be about $30.

Any increase would be in addition to the significant increased rates projected for the next few years to
maintain the Sustainable Capital Assets Management Plan and implement any legislated water and
wastewater programs.
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. ,Option 2 W/WW continued - Addressing the full Water/Wastewater Priority List by debenturing $3.5
‘million per year for the next ten years through OMEIFA

The chart below illustrates financing a total of $35 million in water/wastewater projects, using OMEIFA for
debenturing. The only difference between the two charts is the difference in repayments due to the interest
rates through OMEIFA being considerably less than market. Itis not known how long OMEIFA financing will
be available, but every effort would be made to finance as much as possible under this financing authority.

Option 2 - WWW
CITY OF GREATER SUDBURY
Capital Financing Alternatives - Water / Wastewater Projects
Option 2 - $35 miilion over 10 Years using OMEIFA financing

Gross* Recovery** Net Amount Recovered Net
Project from City to be Annual*** from City Water Wastewater
Year Cost Landowner Share Debentured Repayments Landowners Share Portion Portion
$ : $ $ $ $ $ $ $

2004 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153 .
2005 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153
2006 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153
2007 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 - 80,153
2008 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153
2009 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153
2010 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153
2011 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153
2012 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 1;1-9.250 69,097 80,153
2013 3,500,000 1,750,000 1,750,000 3,500,000 298,500 149,250 149,250 69,097 80,153

* Undertake $35 million of projects over ten years, assuming that costs for wastewater are 116% of costs for water
** Per policy, benefiting landowners will pay 50% of the project casts, either up-front or over the repayment period of 15 years
** Annual repayments are based on OMEIFA financing (3.25%, 15 years)

In accordance with policy, benefitting landowners would be responsible for 50% of the costs of the project,
whether they pay up-front, or over the term of the debentures. It has been assumed that both the City and
the landowners would simply pay their respective shares.over the 15 year term. The total annual repayments
for each year of debenturing would be almost $299,000. Of this amount, 50% would come from per ot
(frontage) charges while the remainder would be raised through water/wastewater rates. At the end of the
ten years, total repayments would be $3 million. This debt would be paid in full by 2028.

in order to finance the City’s share of the projects, the water rates would have to be increased. Althougheach
$3.5 million dollar debenture would resuit in a water rate increase of about 0.40% or $2.42 to pay the City’s
share of the project, the cumulative increase over the ten year period, would result in about a 4% increase
in rates. For the average residential customer, consuming 240 cubic metres of water annually, the total
increase, including both water and wastewater, at the end of ten years would be about $24.

Any increase would be in addition to the significant increased rates projected for the next few years to
maintain the Sustainable Capital Assets Management Plan and implement any legislated water and
wastewafer programs.
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Summary

In summary, itis recommended that Councilimplement the Long Term Financial Plan recommendation s and
address the Water/Wastewater priority list by:

Directing the existing Capital Envelopes to be further increased by inflation

Adopting an option from the Capital Financing Alternatives for implementation of the Long
Term Financial Plan recommendations

Adopting an option from the Capital Financing Alternatives for Water/Wastewater extensions
Applying to the Ontario Municipal Economic Infrastructure Financing Authority to parti cipate
in this funding scheme, it being understood that OMEIFA financing will be utilized by the City
wherever possible and that the open market will be used where necessary

Suspending the moratorium on constructing new infrastructure for the Water/Wastewater

_ priority list projects; and

Adopting a revised policy on Water and Wastewater extensions.

Regardless of which of the recommendations of this report are adopted, the end result will be increased
funding available to address our capital needs. Until the end of the ten year forecast, needs still outweigh
funding, and the funds should be allocated on a priority basis. A further report, recommending the allocation
of the new funding will be prepared before the end of the year. ‘
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APPENDIX "A"“

PRIORITY UST
SEWER AND WATER
FOR UNSERVICED AREAS
IN THE REGIONAL MUNICIPALITY OF SUDBURY

RANK POINTS AREA MUNICIPALITY E%E &%ﬂ !u_gqﬂﬂm PRELIMINARY
i .
NO. WATER PARCELS §§6TS_TM“IQEQQ i
1 109.44 South Shore Lake Ramsey  Sudbury 1 Water 109735 $ 1468,000 —
2 10224 Romford Area Nickel Centre 2 Water 278 $ 828,000
3 7171 Laberge Lane Sudbury 3 Sewsr 31 $ 185,000
. 4993  South Shore Lake Ramsey Sudbury 1 Sewsr 116735 $ 4,766,000 -
5 4269  Romford Area Nickel Centre 2 Sewsr 278 $ 1,148,000
3 2327  Huron Strest Sudbury 4 Sewer 24 $ 140,000
7 2078 Hwy. 17E Kingsway Sudbury 5 Sewsr 82 $ 766,000
8 1754 R.R. #86 South of Metcalf  Nickel Centre 8 Sewsr 81 $ 399,000
-] 1545 Skead Road Nickel Centre 7 Sewsr  142/18 $ 6,104,000
10 1538 School Lane Nickel Centre 8 Sewer 3O $ 83,000
" 14.56 Golf Coures Road Rayside-Balfour ) Watee 72 $ 342,000
12 1287 Valeyview Road Valey East 10 Sewer 58132 $ 3,040,000
13 11.57 Parkside Drive Waiden 1" Water 52 $ 203,000
1" 10.72 Brabant Street Rayside-Balfour 12 Sewer 44 $ 321,000
15 1021 Brabant Street Rayside-Balfour 12 Water 44 $ 238,000
% 5017 Este Drive Sudbury 13 Sewet WO $ 335,000
.17 826 RR.#5 Rayside-Balfour 14 Sewer 50 $ 158,000
48 824 Parkside Drive Walden 1" Sewer 53 $ 256,000
19 745  Ruttan Subdivision Onaping Falle 15 Water 16720 $ 631,000
b 587  Golf Course Road Rayside-Balfour 9 Sewer  20/4 $ 876,000
21 326 Labine Street Rayside-Balfour 16 Sewer 31114 $ 1,703,000
2 284 Ruttan Subdivision Onaping Falls 15 Sewer  16/28 $ 691,000
23 251 Huron Street Sudbuty 4 Weter 274 $ 95000
24 138 Este Drive Sudbury 3 Water 30 $ 286,000
25 131 Dominion Drive Valley Eeat 17 Water  38/11 $ 1,620,000
(Rose Cit to Roma & 18
Notre Dame to Frost St
26 078 Lasalle Bivd. Extension Sudbury 19 Sewer  6/10 $ 472,000
2 045  Dominion Drive Valley East 18 Sewsr 74 $ 874000
(Notre Dame to 3,360
R Westerly) TOTAL  676/267 $28,112,000

 NOTE: Priority estabished March, 1087
Costs updated February, 1998

1888/02/16
Allachments



APPENDIX "B"

—

Sudibury

Interoffice Correspondence

October 10, 1997 R CEH VEE
| f0UN 6 1997

TO: P. Morrow FlNANC|Al._ SERV'CEi

FROM: Angie Haché

RE: Poli nd Water Extension

The following resolution #97-71 was passed by the Corporate Services
& LCommittee on September 29, 1997 and ratified by Regional Council on October 8,

1997:

That the per lot (parcel) policy, as approved by Regional Council October 9,
1991 be abandoned,;

That the authority provided in the Municipal Act continue to be used for
project initiation by Regional Council;

That each lot (parcel) at the time of project initiation be provided with one
standard size service connection from main to iot line. Any lot (parcel)
requiring a service larger than standard size must pay the difference up front
between size required and standard size. Any additional connections
requested will be paid for up front, at actual costs;

That any lot (parcel) created through the severance or subdivision process
following project initiation would be required to pay the appropriate per lot
charge, plus the actual cost of any sewer and water connection at that time;

That the interest rate to be charged on repayments for those properties not

paid up-front be the interest rate used by the Ministry of Municipal Affairs and
Housing when it establishes the municipal annual repayment limit; and



Pat Morrow

[

c.C.

-2- October 10, 1997

r rvices Resolution #97-71 nt’

That sewer and/or water extension projects proceed, subject to the
availability of capital funding, based on the following criteria:

- Every effort will be made to proceed with any project which receives
Provincial subsidy.

- Projects must be on the Regional Sewer/Water Priority List, as adopted
by the Public Works Committee in March 1987, and as amended from
time to time. It is further recommended that the Public Works
Committee review this list annually, or as required, in order that any
projects resulting from health-related issues may be added to or moved
up on this list. Where possible, projects will proceed in priority order.

- Before any project proceeds, the participation rate of benefitting
property owners must be 100%, with those benefitting property owners
funding 50% of the actual net cost of the project, through per lot
charges. No less than 80% of the property owners’ share must be up-

front funding.

- Those benefitting property owners not providing up-front funding will
be subject to the same per lot charges, to be repaid annually over a
period not to exceed ten (10} years, with the established rate of interest
being used to calculate the annual repayment amount.

- The annual repayments will be credited to the appropriate Capital
Financing Reserve Fund (either Sewer or Water or both, depending on
the project), in order to replenish the reserve funds for use in future

capital projects.

That the process must be initiated by property owners submitting a
petition to The Regional Municipality of Sudbury.

| ks

Doug Wuksinic
Bill Lautenbach
Sandra Jonasson
Ron Swiddle

v’
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Request for Recommendation Greater|Grand
Finance Committee ( )Slldb

www.dity.greatersudbury.on.ca

Type of Decision

Meeting Date | January 24, 2004 Report Date January 22, 2004

X Yes No Priority X | High Low

Decision Requested

Direction Only | Type of Meeting X | Open Closed

Report Title
2004 Base Capital Budget

X This report and recommendation(s) have been reviewed by the
Finance Division and the funding source has been identified.

Whereas Council has requested the early approval
of the 2004 Capital Budget to allow those projects
approved to proceed in a timely fashion;

It is therefore recommended that the 2004 capital
program be approved as detailed on the following
schedules:

X | Background Attached X | Recommendation Continued

Reconmimended by the General Manager Recommended by the C.A.O.

M. Mieto

78

Revised: January 8, 2003



Title: 2004 Base Capital Budget Page: 1

Reviewed by: C. Mahaffy, Manager of Financial Planning & Policy/Deputy Treasurer
Date: January 22, 2004

M&M@Q QK\ &\\\oucv

D. Dumontelie S. Jonasson
Acting Co-Ordinator of Capital Budget Director of Finance/City Treasurer
Citizens and Leisure Library $ 325,000
Community Improvement Plan 200,000
Neighbourhood Participation Projects 150,000
General 569,580
Cemetery 250,000
Transit 180,000
Parking 110,000
Corporate Services Corporate Infrastructure 311,340
Information Technology 102,000
Community Support Projects 1,020,000
Economic Development & Planning 839,090
Emergency Services 1,566,560
Health & Social Services 1,093,740
Police Services 1,866,760
Public Works Buildings 1,940,850
Roads & Drainage 9,309,250
Municipal Road 35 2,100,000
Water 8,220,000
Wastewater 6,400,000
Solid Waste 2,920,000
Fleet & Equipment 3,052,000
TOTAL CAPITAL PROGRAM - 2004 $42,526,170
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Title: 2004 Base Capital Budget

Page3
Reviewed by: C. Mahaffy, Manager of Financial Planning & Policy/Deputy Treasurer
Date: January 22, 2004
with funding to be provided as follows:
Current Fund - Capital Envelopes $ 32,819,020
Reserves & Reserve Funds
1. Library Reserve Fund 125,000
2. Cemetery Reserve Fund 250,000
3. Reserve Fund - Equipment Replacement 3,627,000
4. Parking Reserve Fund 110,000
5. Reserve Fund - Emergency Services Ambulance 932,739
6. Reserve Fund - Equipment Replacement - Police 1,038,500
Capital Financing Reserve Fund - Police 140,000
7. Capital Financing Reserve Fund - Water 1,167,850
8. Transfer to Capital Financing Reserve Fund - Wastewater  (312,340)
9. Capital Financing Reserve Fund - Solid Waste 1,900,000 8,978,749
Grant or Subsidies 78,401
Reallocated Capital 600,000
Other Recoveries 50,000
TOTAL FUNDING $ 42,526,170

The attached spreadsheet itemizes these amounts.

BACKGROUND

Attached are the proposed projects to be undertaken in 2004 for each capital envelope funded through the
2004 budget. Those capital projects funded entirely from reserve funds ( Cemetery, Equipment Replacement
and Parking) are also provided.

For information, background reports for Economic Development, Corporate Services - Information

Technology, and Police Services Board are appended. Also attached are the capital requests for the closed
recreational facilities.

Council does not approve Police Services projects, it approves only the envelope. However, for information
purposes, the Police Capital Projects are included.

The Long Term Financial Plan (LTFP) identified Capital Funding gaps over the next ten years. 2004 to 2006
budget submissions include requests for items for which no funding, in entirety or partially, has been
identified. The approval for these projects is subject to the approval of a Capital Financing Alternative
Program. Any unfunded 2004 capital projects will have to be deferred until 2005 and future years.

During the preparation of submissions, every effort was made to match the timing of the needs identified in
the LTFP but there may be discrepancies from a year to year basis as some projects may be accelerated or
delayed in some cases. Overall, the needs identified in the LTFP have been accounted for as well as needs
that have arisen since the preparation of the LTFP (eg. Fire bunkergear). In the LTFP, approximately $230
Million was identified for capital roads needs. Details of these needs have been provided in the Capital
Financing Alternative Report also on today’s agenda.

The requests for 2005 and 2006 have been attached for your information. 80
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Long Term Capital Requirements - Information Technology
Geographic Information System $1,000,000

$200,000 per annum over next 5 years is the capital necessary to develop a corporate
Geographic Information System. This capital is primarily to support the development of
information data bases and parcel fabric which would form the backbone of a working

GIS. ltis also required to support the IT computer hardware and software necessary to
support this system.

Should the City enter into the GeoSmart Program to begin the development of a
Corporate GIS a significant step will have been taken toward the development of this
system with the City making a financial contribution of $376,000. Once this City
funding is accounted for, the GIS going forward component could be reduced to
$120,000 per annum for the next 5 years to secure the balance of the system
requirements.

PEN Systems $270,000

Upgrading of the current PEN system tablets and associated hardware ( docking
stations, digital cameras, keyboards, printers and mouses for 8 inspectors has recently
been costed at approximately $40,000. Bylaw enforcement officers which are now in
the Legal Division would also benefit for PEN software and tablets for their field
inspections and complaint investigations.

Outfitting 8 bylaw enforcement officers is estimated to cost approximately $40,000. As
the Pen tablets are the inspectors computer system in the field, these systems require
replacement on a three year cycle like any other employee desk top computer. An
estimate of 80,000 - 90,000 for this replacement every three years is a reasonable long
term capital expectation.

Ortho-imagery and Mapping  $1,500,000

The long term plan estimated $2,000,000 for ortho-imagery and mapping over the next
10 years with $300,000 per annum (2003-2007) and $100,000 per annum (2008 -
2012)

At the present time our mapping products are paper based and therefore are costly to
maintain, reproduce and store. As well, much of the information contained on these
maps is quite outdated. The replacement product must be capable of providing current
information and be easily updated, stored and accessed. Going with fully computerized
products such as digital photography, topographic mapping and other vector map
products allows for substantial efficiencies in map and data handling and information
transfer.



The new digital products have universal application and will be utilized by a wide
number of user groups including: planners, engineers, government ministries,
conservation authority, mining companies, and the general public. Digital mapping is
required for environmental applications, urban planning, Official Plan development,
engineering design, economic development and public information.

A few examples to illustrate the potential useage include: (1) digital mapping products
placed on the City website for potential developers or investors to utilize the
information in selection of development site locations or tourism development (2) use in
updating floodplain mapping by the Conservation Authority for the entire watershed, (3)
integration into a corporate wide Geographic Information System for departments and
public to self service (4) land use mapping and updating for Official and Local Area
Plans, and (5) environmental impact assessments for engineering projects.

Recently the entire City was flown for color digital aerial photography at a scale of
1:40,000 (half metre accuracy). This is a starting reference point for more detailed
flying and mapping work. What is now required is digital aerial black and white
photography at a scale of 1:20,000 (20 centimetre accuracy) for the entire city. This
has built into it, a digital terrain model which will superimpose contour mapping over all
of the photography. The 2 metre contour interval will result in the City having the
equivalent of 1:2,000 mapping in digital formats for a wide variety of uses. Once this
base digital topographic mapping is completed more detailed aerial photography for
specific projects can be flown at larger scales (1:12,000 or 1:6,000 or 1:3,000) for
particular engineering project requirements (land fill sites, road or sewer and water
projects). Once base mapping is obtained, costs for these subsequent specific projects
will realize a 70% cost savings over original mapping as control factors will have been
established.

Efficiencies which will result from this work include: much easier maintenance of map
products, much faster application, and much easier distribution and sharing of
information between mulitiple users. This will ultimately result in lower costs for the
acquisition of every map product component.

A better projection of this envelope is the expenditure of $200,000 per annum for 5
years and $100,000 for the last 5 years. This is a reduction of $500,000 in the Long
Term Plan from original estimates based on recent pricing. The City may also be able
to accelerate this work and reduce these amounts further by seeking partnership
agreements with the MNR, NDCA and Mining Companies to complete all or sections of
the program.
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ECONOMIC DEVELOPMENT CAPITAL ENVELOPE

The Greater Sudbury Development Corporation, through its Community Economic
Development (CED) Committee, receives requests for support for numerous initiatives and
projects in the City of Greater Sudbury.

The Economic Development Capital Fund is used to support the projects that advance
the objectives of the economic development strategic plan. The GSDC, after careful and
thorough review, makes recommendations to Council on funding of specific projects. The
required financial support is drawn from this fund.

Some commitments are one-time amounts, while others are multi-year commitments, subject to
various annual conditions. The entire process is researched, recommended, and administered
by the Economic Development Section.

It is anticipated that once adequate funding levels are achieved, the fund could also be used to
offset development costs that result from specific economic development projects proposed by
the private sector. These funds could offset some of the costs of upgrading infrastructure to
support development projects.
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GREATER SUDBURY POLICE SERVICES BOARD
CAPITAL PLAN 2004 - 2006

BACKGROUND

The Greater Sudbury Police Service is committed to providing quality policing in partnership with
our community. With a vision to be recognized by our members, community and peers as a
progressive, innovative leader in policing, the Service has made great strides in responding and
reacting to emerging trends and issues. In recent years, improvements have been made with respect
to police facilities, both the main headquarters and storefront locations throughout our City. With
the creation of the new City of Greater Sudbury, the voice radio infrastructure was once again
enhanced and expanded so as to provide communication coverage throughout the entire area for
police, fire and transit services. In 2003, the final stage of the system was finalized and turned on.
Fire Services are now making modifications and upgrades to the existing system so as to improve
dispatch services that are provided through the Police Communication Centre.

The delivery of police services has been improved through the implementation and integration of
technology into all facets of business operations. These include applications in the areas of Records
Management Systems, Computer Aided Dispatch, and Closed Circuit Television monitoring and
highly sophisticated security systems. Ongoing investment in this area has been and continues to be
required in the area of automation and requires capital dollars to support such initiatives.

In prior years, most notably from 1997 to 2002, a significant amount of the police capital envelope
was dedicated to financing primarily the West Tower construction project and the Voice Radio
System for the purpose of expanding coverage. Now, with capital financing coming available, plans
to continue expanding technological applications has been identified as a priority, specifically the
implementation of Mobile Work Stations in patrol cars.

Previously, the Police Services Board approved a five-year capital priority list for the period
2002 to 2006, recognizing that this Plan may be adjusted to meet emerging trends, needs or
unanticipated expenditures. This was developed in the context of Council’s Capital Policy which
recommended that mechanisms for establishing five-year priority lists for each envelope be
established and brought forward for approval by September 30, 2001 and that these lists be
updated annually thereafter.

For several years, on an annual basis through the Police Operating Budget a total of $537,530 was
contributed to the capital account. In this regard, multi-year capital forecasting was undertaken
based on this annual allocation.

As part of 2002 budget deliberations, the contribution to the capital budget was reduced by
$2,000,000 on a corporate wide basis. This reduction target was prorated across the corporation
with the police reduction identified at $58,841. This resulted in the police capital envelope being
reduced to $478,689 annually.
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In setting the multi-year capital spending priority list for 2004 to 2006, key projects and specific
categories have been identified for which various projects are assigned as follows:

Vehicle Replacements

Mobile Data Terminals

Facility Renovations

Specialty Unit/Enforcement Supplies
Automation

Leasehold Improvements

Security Camera System
Communication

Communications Reserve

(Refer to Appendix “A” for Financial Table)

Vehicles

In 2003, following an extensive review by KPMG, the Police Service assumed
responsibility for procurement and disposal of police vehicles. In this regard, an initial
reserve was established based on the current value of the fleet. Annually, thereafter, this
reserve is financed through contributions from the operating budget so as to ensure
sufficient resources to maintain the fleet. During the initial years of transition, the City
continues to receive vehicles based on a pre-existing two and three-year retention cycle.
Effective 2003, vehicles will be purchased, utilized and disposed of solely by the police.
It is anticipated that the reserve and the contributions to same through the operating

budget and sale of used vehicles will ensure sufficient financing for vehicle acquisitions
in each year.

In addition to these items, through the Long Term Financial Planning exercise, the need
for a replacement of the mobile command centre was identified. During the Transition
process, it was established that this unit should be the responsibility of the Emergency
Services Division. To date, an application has been made through the Joint Emergency

Preparedness Program for funding with the residual amounts to be financed between
police, fire and EMS.

Mobile Data Terminals

Mobile Data Terminals or lap top computers, for use in police vehicles has been
identified as a priority. The voice radio system along with the new computer aided
dispatch system provides for wireless electronic computer communications directly to
officers on the road through the use of mobile workstations, which will be installed in
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Patrol cars. The advantages of such a system allow officers to get direct access to
information from their vehicle, communicated electronically car to car and allows
dispatchers to send officers in a timely manner and to deliver detailed information on-
line, thus reducing on-air talk time. This on-scene access provides information necessary
to apprehend criminals. The benefits of these systems are great in terms of efficiency,
officer safety and more effective law enforcement. Cost estimates are now in at just over
$2 million. This project has been identified as a priority for financing during the 2004 to
2006 period.

Facility Renovations

In 2003, the Police were advised that the City’s Public Works Department required the
Frobisher Dome for their purposes. This facility has been modified over the years
tailored specifically for police use for the purpose of storing stolen property, records, fleet
equipment and miscellaneous furnishings. To this end, the Board has initiated a review
of available space. At the request of Council, the Board is currently examining another
City owned location as an option which would see renovations so as to accommodate the
above noted items. The project has since expanded to include a reallocation of certain
divisions to enhance functionality and efficiencies. At this time, it is anticipated that
approximately $500,000 is required for this retrofit. Discussions are currently at a very
preliminary stage with work with the architect currently underway.

Speciality Teams/Enforcement Supplies

In ensuring and maintaining compliance with the Adequacy and Effectiveness Regulation,
the Service has a number of speciality teams which require both operating and capital
dollars. Units such as the tactical team, canine unit and public order unit have equipment
needs for which capital dollars have been identified during the next five-year capital
planning cycle. Equipment ranges from vehicle equipment to specialized night vision wear.

In addition in order to maximize the efficiency of the Tactical Unit, various speciality rifles,
machine guns and associated weaponry equipment are required.

Automation

Over the past several years, the Service has undertaken major initiatives in the area of
automating office systems, internal security measures, records management and computer
aided dispatch services. A number of software and hardware items have been required to
effect these changes, which involve long-term funding requirements from capital budgets.
Security of information systems is a top priority in law enforcement with capital resources
dedicated to ensure security measures are in place and maintained. In order to ensure
technology upgrades and new products are effected in the environment an ongoing
commitment of capital dollars is required. During the next three years $90,000 of non-
specified monies have been identified for automation purposes.
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Leasehold Improvements

The Service operates several storefront locations throughout the City. In order to ensure
adequacy of these facilities, renovations and routine upgrades are necessary. During 2004
leasehold improvements are planned at main police headquarter in the front lobby so as to
accommodate Victim Crisis and Referral Services (VCARS) and to improve space
utilization in the front lobby and in the Central Records area. An annual allocation are set
aside for miscellaneous leasehold improvements, particularly at various storefront locations,
but does not include a provision for future major building project needs. This was again
identified as part of the long-range financial plan, which we were advised forms part of the
Public Works Plan.

Security/Camera System

Since having relocated police headquarters to the West Tower in 1996 and following the
bombing of the former police headquarters in 1996, the building is under extensive video
surveillance. Cameras are located in both Police Headquarters at the West Tower along
with various areas throughout Tom Davies Square, including the underground parking
garage. In order to effect security in the Police Tower, internal and external security
systems have been installed as part of the overall Police Renovations project.

Specifically the system was designed so as to restrict general public access to and from
the police facility. All external locks and access points are monitored with a security
access code system and properly controlled access during off-peak times and weekends.
A video surveillance system has been established on the interior for monitoring of inside
general office spaces and most notably the secure area. In addition, police interview
rooms are equipped. The exterior of the building is also being monitored via closed
circuit T.V. so as to provide for both 7-24 live and taped monitoring facilities.

In addition, the Service operates the Lion’s Eye in the Sky which provides an adjunct to
core policing through the use of closed circuit TV throughout areas of the downtown.

Surveys indicate a high level of approval for Lion’s Eye in the Sky, with 79% of
individuals and 98% of businesses agreeing with video monitoring downtown. Crime
statistics further confirm that the Lion’s Eye in the Sky has been an effective means of
both deterring and dealing with crime. In addition, the use of CCTV has played a role I
enhancing the safety of officers working in the downtown area.
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In 2003, as a result of aging equipment, the need for expansion and the necessity of
maintaining a reliable system so as to ensure optimal functionality of the equipment
resulted in the requirement for upgrades. To this end, a capital allocation had been
identified to defray the costs associated with such upgrades. A total of $240,000 was
originally identified through the capital envelope over the next five years to finance both
security and camera initiatives. The equipment has now been procured and is in the
process of being installed. With final costing now known, financing has been adjusted
and will require only an additional $50,000 to complete the security project which has
been included as part of the 2004 requirements.

Communications/Communications Reserve

Radio communications are the lifeline of the personnel of the Police. In 1994, Council
approved the purchase of a state-of-the-art voice radio communications system that would
allow multiple users to access tower sites, frequencies, etc. and to provide privacy of
information transmitted so as scanners would not be able to intercept digitized
transmissions.

Since its inception the system has undergone various levels of expansion. In 1997, in order
to provide expanded signal coverage a capital expansion initiative was undertaken. In order
to finance same, future year capital allocations were pre-committed to provide the financial
resource. The final contribution of $330,000 was made in 2002 which now has concluded
financing for Phase II.

In order to meet ongoing equipment requirements aassociated with portable and mobile
radio replacement and other associated equipment upgrades specific to the police only, an
allocation of $115,000 over the next three years has been identified.

As part of the long range financial planning undertaken by the City, the need for annual
contributions toward the replacement of the radio system was identified. = These
contributions should be made annually so as to ensure an availability of finances to replace
the system at a future date. It is pointed out that this is not included as part of the police
capital envelope, but was identified as a corporate responsibility. To this end a contribution
of $750,000 annually is recommended to ensure sufficient resources at such time the system
requires full replacement.
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SUMMARY

As outlined, as part of the 2004 to 2006 Capital Budget process, a number of key projects and
priorities have been identified. The spending plan has been developed based on anticipate capital
needs by broad range categories. The current capital envelope of $468,689 annually has been
identified as one of the financing sources. The Police Reserve and 2003 unspent capital have
also been identified to finance the initiatives. A significant amount in each year remains
unfinanced at this time. Depending on availability of funds through other sources, constderation
may be given to increasing the contribution to capital through the operating budget.
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S. Jonasson S. Jonasson
Director of Finance/City Treasurer Director of Finance/City Treasurer

At the December 18" Finance Meeting, Councillor Dupuis requested that a presentation be made to Council
on subject of Area Rating. This report accompanies the presentation which will be made to the Finance
Committee on January 24", 2004 as part of the 2004 budget process.

History

Area rating was introduced to the City of Greater Sudbury at the time of amalgamation. Section 15 of The
City of Greater Sudbury Act 1999 laid out the rules and permitted area rating relating to:

. special services applicable to “old"municipalities
. assets and liabilities of the “old” municipalities, and
. for five specific services, namely

. the supply and distribution of water,

. the collection and disposal of sewage,

. street lighting,

. fire protection and prevention, and

. public transportation, other than highways

Because area rating is complex and also difficult to administer, it is not a decision that a municipality wants
to make without a lot of thought and review. For many good reasons, area rating under the first two scenarios
was not introduced at the time of amalgamation (i.e. minimal service level differences between municipalities
were harmonized, no substantial differences in assets and liabilities). These decisions cannot be revisited
and therefore this report will only address the decisions around the area rating of the five services listed
above and specifically the area rating of fire and transportation which was introduced due to the varied service
levels offered by the former area municipalities.

Five Specific Services
Water and Wastewater
Both water and wastewater services were regional responsibilities prior to amalgamation and aithough these
services were offered region-wide, not everyone received them. For a number of years all water costs and
30 percent of wastewater costs had been recovered through user fees and therefore area rating was not
considered for these services. In 2001, the City moved to full cost recovery of both water and wastewater

services and adjusted rates accordingly so that only those receiving the services paid for them.

Street lighting

Area rating was not considered for street lighting as the cost of this service was nominal as compared to other
services and there did not seem to be major service level issues that needed to be addressed.
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Fire Protection and Prevention

Prior to amalgamation, fire services levels were considerably different throughout the seven former area
municipalities and the former unorganized area. It was not possible to harmonize service levels without
increasing the budget by about $20 million, nor was it felt necessary to have career level service throughout
the newly created City of Greater Sudbury (CGS). In order to recognize the differing levels of service and

also maintain the same relative tax position for this service, area rating was adopted. Therefore three distinct
areas were recognized,

. Career - the former City of Sudbury area which was predominantly serviced by full time career
firefighters supplemented marginally by volunteer forces,

. Composite - the former City of Valley East area which was serviced by both full time career firefighters
and volunteer forces, and

. Volunteer - all other areas of the new CGS including the former unorganized areas which were

serviced by volunteers forces only.

Public Transportation

Prior to amalgamation, public transportation service levels (transit and transportation for the disabled) were
considerably different from one municipality to another. Again, it was not possible to harmonize service levels
without increasing the budget by millions of dollars. In fact, the cost to harmonize this service was even
higher than the cost of harmonizing fire services. The six smaller area municipalities had differing levels of
service and there was no service in Onaping Falls. At the time of amalgamation, the decision was made to
harmonize the service throughout the six smaller area municipalities and apply one area rate to them, and
have another area rate for the former City of Sudbury area which had a much higher service level. The
former unorganized area had no service and therefore was not required to pay for this service. Two area
rates established were:

. Commuter - all lower tier municipalities except the former City of Sudbury and excluding the former
unorganized areas (Service along major arteries, weekday service level between 6 -
8 trips daily)

. Urban - former City of Sudbury (More frequent service with higher number of trips and service

along both main arteries and some residential streets)
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Area Rated Services

The following describes how fire protection and prevention costs and public transportation costs are area
rated.

Fire Protection and Prevention

2004 Area Rating

Fire service costs include both base costs and direct suppression costs. The base costs include costs of
administration, facilities and apparatus, public education and prevention. Because these costs are common
to all areas, they are allocated to each of the fire service areas on the basis of weighted assessment. The
direct suppression costs plus the allocated base costs determine the costs for each of the areas. The
following chart illustrates the costs and taxes for each of the three service areas using preliminary 2004
budgets and preliminary 2004 assessments.

Career Composite Volunteer Total
$ $ $ $

Base Costs 2,993,165 501,271 1,325,475 4,819,911
Direct Suppression Costs 7,680,248 1,100,844 982,800 9,763,892
Total Costs 10,673,413 1,602,115 2,308,275 14,583,803
Weighted Assessment 5,5675,109,743 953,000,809 | 2,403,066,229 | 8,931,176,781
Fire Tax Rate .0019145 .0016811 .0009606 .0016329
Taxes ($100,000 home) 191.45 168.11 96.06 163.29

Note the different tax levels in each of the areas in recognition of the differing service levels. Also note the
last column which illustrates in italics what the uniform tax rate would be if there was no area rating. If a
uniform tax rate were used at existing service levels, then the volunteer area would see a substantial increase
in taxes while the career area would see a moderate drop in taxes with the composite area remaining
relatively the same.

Future Service Levels and Area Rating Changes

Over the next year, there will be a number of changes made to the way fire services are delivered in order
to ensure that the key principles in the delivery of emergency services are met. One of the objectives is that
the closest/fastest and most appropriate emergency services resource be dispatched to the emergency, in
the interests of public safety. For example, this will mean that the New Sudbury fire station will serve as first
and second response to the community of Garson, and the Minnow Lake station will serve as first and second
response to the community of Coniston. The service levels in these two communities will improve without any
increase in costs. These changes and others will require a change to the area rating calculation. Thus the
career rate would be extended over a larger area, probably resulting in a slight reduction in the career rate
and a slight increase in the volunteer rate. Currently area rating is along old municipal boundaries, however
new boundaries will have to be drawn to reflect the higher level of service such as those that will be seen in
the Coniston and Garson areas and new area rates will have to be calculated.
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In addition, the finalization of the master fire plan will be presented to Council in the spring after the 2004
budget is finalized and any resulting changes in service levels will require a review of area rating. One of the
improvements being considered in the master fire plan is an increase of 10 full time firefighters in the Valley
area. We emphasize that the master fire plan assessment is still underway and that at this time this is but
apossible consideration - not arecommendation. Nevertheless, if recommended and subsequently approved
by City Council, this would increase suppression service levels in this area to on site first unit response by
a 4 person crew, 24 hours a day, seven days a week. Increased operating costs associated with this service
level are estimated at $1 million annually. The following chart shows the impact of these increased costs on
the composite rate.

Career Composite Volunteer Total

$ $ $ $
Total Costs 10,673,413 2,602,115 2,308,275 15,583,803
Weighted Assessment 5,575,109,743 953,000,809 2,403,066,229 8,931,176,781
Fire Tax Rate .0019145 .0027304 .0009606 .0017449
Taxes ($100,000 home) 191.45 273.04 96.06 174.49

The fire rate in the Valley area would increase to considerably more than that in the former City of Sudbury
area, and with a lesser but somewhat comparable service level. Therefore it would be appropriate to redefine
the definition of the Career area to “suppression services offered 24 hours, seven days a week with first
response by a 4 person crew manned by full time firefighters”. This would allow for the harmonization of the
career and composite area rates into one new career rate.

This next chart shows what would happen if the Career and Composite rates were melded into one new
Career rate so that only two area rates would exist - a new career rate and the existing volunteer rate.

New Career Composite Volunteer Total

$ $ $ $
Total Costs 13,275,528 n/a 2,308,275 15,583,803
Weighted Assessment 6,528,110,552 n/a 2,403,066,229 8,931,176,781
Fire Tax Rate .0020336 n/a .0009606 .0017449
Taxes ($100,000 home) 203.36 n/a 96.06 174.49

Note that the taxes in the former City of Sudbury area would go up somewhat as the assessment base in this

area shares in the increased costs.
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Public Transportation

2004 Area Rating

Transit costs and costs relating to transportation for the disabled are area rated in order to respect the
differing levels of service in the City. Transit costs are allocated on a formula based on service hours
provided and kilometers traveled. The 2004 allocation is 82 percent to the urban area and 18 percent to the
commuter area. Transportation for the disabled costs are allocated based on net costs in each of the 2
service areas. The area rating boundaries follow the former area municipal boundaries.

The following chart illustrates the costs and taxes for public transportation for both service areas, using

preliminary 2004 budget numbers and preliminary assessments.

Urban Commuter Total
$ $ $

Transit 4,763,961 1,045,747 5,809,708
Transportation for the Disabled 955,240 641,070 1,596,310
Total Costs 5,719,201 1,686,817 7,406,018
Weighted Assessment 5,575,109,743 3,291,025,965 8,866,135,708
Tax Rate .0010258 .0005126 .0008353
Taxes ($100,000 home) 102.58 51.26 83.53

The last column which shows in italics what the tax rate would be is this service was maintained at existing
levels but was no longer area rated. Also note that the former unorganized area does not pay for
transportation services as it does not receive these services. Just as with fire protection and prevention, as
service levels change, there may be a need to revisit how area rates are calculated. If this service was not
area rated, there would be additional demands for increased service.

Summary

Area rating was introduced at the time of amalgamation in order to recognize the significant differences in
levels of fire and transportation services in the former area municipalities and former unorganized areas. As
the City evolves and service levels change, so will area rating. As service levels are harmonized, then area
rates will be harmonized and where existing services are extended across old municipal boundaries, the area
rating boundaries will be modified as well.
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S. Jonasson S. Jonasson
Director of Finance / City Treasurer Director of Finance / City Treasurer
BACKGROUND

This report has been prepared to assist Council in understanding some of the issues relating to assessment,
specifically the difference between assessment growth and market valuation change, and what each means
to the City of Greater Sudbury.

City of Greater Sudbury Assessment Growth versus Market Valuation Change
Assessment Growth

Over the last number of years, the assessment growth in the City of Greater Sudbury has been relatively flat.
This has been of concern to the City as assessment growth is seen as an indicator of a healthy community.
Assessment growth represents the net increase in numbers of homes and business facilities and the
expansion of facilities; and increases in assessment suggest that a community is growing. The following
shows the assessment growth in the City of Greater Sudbury for the last number of years . The 2004
assessment growth is the highest it has been in a number of years.

Year 1996 | 1997 | 1998 | 1999* | 2000 | 2001 | 2002 | 2003 | 2004*
Assessment Growth 0.57 | 054 | 0.65 | 0.77 | 0.28 | 0.40 |-0.10 [ 0.33 | 0.78
(Loss) %

* 1999 growth artificially high due to introduction of provincial vacancy rebate program; 2004 growth based on MPAC data
to October, 2003

Assessment growth is important to a municipality as it allows for an increase in the levy without an increase
inthe tax rate. For example, if a municipality has a one percentincrease in its levy and a one percent growth
in assessment, it can raise additional tax revenue without increasing taxes per se. In our City, the .78 percent
assessment growth in 2004 is worth $1 million. In other words, the 2004 levy can be $1 million more than last
year’s levy without affecting taxes.
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Market Valuation Change

2004 was also a reassessment year. Properties were reassessed by the Municipal Property Assessment
Corporation (MPAC), to reflect June 2003 market values. These values are used to develop the returned roll
which is used for 2004 taxation purposes. Preliminary estimates indicate that the City’s market valuation
change is 3.2 percent as outlined in the chart that follows. Market values of properties have changed such
that the weighted assessment has increased by 3.2 percent. In comparison, in 2003 the market valuation
change was a reduction of 3.6 percent. Although the increase in market values is a positive indicator to the
community, it is not the same thing as assessment growth. What it does mean though, is that on average,
properties have increased in value since the last reassessment.

Market Valuation Change
(000)
Class 2003 Weighted Assessment | 2004 Weighted Assessment | Valuation Change
$ $ %
Residential 5,380,233 5,576,949 3.7
Multi-residential 686,428 669,729 -2.4
Commercial 1,672,413 1,757,146 5.1
Industrial 318,759 313,576 -1.6
Large Industrial 541,286 563,466 4.1
Pipelines 47,677 46,046 -3.4
Farmland 2,227 2,518 13.1
Managed Forest 3,676 1,747 -52.5
Total 8,652,699 8,931,177 3.2

What is important to note is that the assessment growth of .8 percent is included in the valuation change of
3.2 percent. Now that we have reassessments every year it is not easy for Council or the public to see the
municipality’s assessment growth. Before 1998, assessment was easy to measure and in reassessment
years, MPAC provided municipalities with assessment growth data. Since the move to market value
assessment, municipalities have had to extract this information from the assessment data - a difficult job as
the information is not readily available.

Hypothetical Example of Assessment Growth versus Market Valuation Change

The following sections of this report show the differences in assessment growth and valuation change using
very simple examples. It assumes a “municipality called Tiny” with a municipal levy of $10,000 and only 4
residential units initially, then growing to 5 units in Year 2. It demonstrates the impact of growth and market
valuation change on each of the properties, the tax rate and the municipal levy.
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Assessment Growth

This chart shows 4 units with a total assessment of $500,000 and a total municipal levy of $10,000 in year
1. The tax rate is determined by dividing the levy by the total assessment. In year 2 there is an additional
unit with a value of $20,000. If the tax rate remains at .02, the municipality can raise an additional $400 or
4 percent because of the $20,000 growth in assessment. Note that there has been no change in taxes for
the first 4 units.

“Tiny” Municipality

Year 1 Year 2
Unit Assessed Tax Taxes/ Assessed Tax Taxes/
Value Rate Levy Value Rate Levy
1 100,000 0.02 2,000 100,000 0.02 2,000
2 120,000 0.02 2,400 120,000 0.02 2,400
3 80,000 0.02 1,600 80,000 0.02 1,600
4 200,000 0.02 4,000 200,000 0.02 4,000
5 20,000 0.02 400
Total 500,000 10,000 520,000 10,400

Market Valuation Change

Using the same four residential units as in the first example, the following chart demonstrates what happens
when there are changes in value as a result of reassessment but no additional growth.

“Tiny” Municipality

Year 1 Year 2
Unit Assessed Tax Taxes/ Assessed Tax Taxes/
Value Rate Levy Value Rate Levy
1 100,000 0.02 2,000 115,000 0.0185 2,130
2 120,000 0.02 2,400 110,000 0.0185 2,035
3 80,000 0.02 1,600 85,000 0.0185 1,575
4 200,000 0.02 4,000 230,000 0.0185 4,260
Total 500,000 10,000 540,000 10,000

Even though there has been an 8 percent increase in values, there has been no assessment growth. There
are no new units. A lower tax rate is calculated and the municipality collects the same levy as before. There
is no new money for the municipality. Even though the municipality is collecting the same amount in total,
the amount of tax paid by each residential unit is different than before due to the reassessment. 1 7 2
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This next chart illustrates the impact of both a change in valuation and an increase in assessment growth by
combining both into one chart. It demonstrates the assessment growth and revenue that results from the

additional unit.

“Tiny” Municipality

Year 1 Year 2
Unit Assessed Tax Taxes/ Assessed Tax Taxes/
Value Rate Levy Value Rate Levy
1 100,000 0.02 2,000 115,000 0.0185 2,130
2 120,000 0.02 2,400 110,000 0.0185 2,035
3 80,000 0.02 1,600 85,000 0.0185 1,575
4 200,000 0.02 4,000 230,000 0.0185 4,260
5* 21,600 0.0185 400
Total 500,000 10,000 561,600 10,400

* for simplicity assumes market value increase of 8% in new unit as well

The market value change is now 12.3 percent and it is made up of 4 percent real growth and 8.3 percent in
market valuation change. The growth provides the municipality with additional revenue, however the market
valuation change just redistributes the existing tax levy among the same ratepayers.

Other Assessment Issues

Properties are now being reassessed every year and so from now on (unless the Province changes the
reassessment rules), the assessment rolls returned to municipalities will be a combination of valuation
changes and pure assessment growth or loss. It will be up to municipalities to determine how much of the
change relates to growth in order to calculate its value to the municipality.

There are many other assessment and tax issues that could be included in this report however the
complexities of tax policy would only create confusion, so more information on tax policy will be provided at
a later date. The one other issue that is important to know, is that legislation now allows a municipality to set
its tax rate on a revised roll, as opposed to the returned roll. Municipalities are not happy with the quality of
the rolls being returned by MPAC. Due to the number of errors in the assessment roll, for the last 2 years
the City has chosen to set tax rates on the revised roll in order to work with MPAC to correct as many errors
as possible before tax rates are set. This is a huge undertaking and is currently underway. The protection
of the assessment base is a growing concern for many municipalities and therefore we have retained a
property tax agent to assist with a number of assessment issues, of which the correction of errors on the
assessment role is only one. Other issues of concern are appealing properties and preparing for Assessment
Review Board Hearings to both defend and challenge valuations and seek out new revenue sources from
increased or missed assessment.

In March or April when Council is ready to set tax rates, the assessment valuation numbers may be marginally
different than they are today, due to the corrections being made to the roll at this time. 1 7 3
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Summary

In summary, the City’s returned roll indicates a 3.2 percent increase in market valuation. Included in this
change is .78 percent real growth representing $1 million in revenue. Both of these increases can be viewed

as positive, especially in comparison to the limited assessment growth of .33 percent and negative market
valuation change of 3.6 percent in 2003.
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S. Jonasson S. Jonasson
Director of Finance / City Treasurer Director of Finance / City Treasurer
BACKGROUND

This report has been prepared to provide background information on the City’s water and wastewater
cost recovery policy as many of the new Councillors may not be familiar with the details of this policy.
For those Councillors that are familiar with the policy, this report will serve as an update.

In 2001, the City of Greater Sudbury adopted a full cost recovery system for water and wastewater
services. This report provides some background information on this major policy decision.

Rationale for Full Cost Recovery System

The move to a full cost recovery system has many benefits for taxpayers and property owners
including:

. fairness - only those residents that have water or wastewater services pay for them (prior to
the full cost recovery system, there were 17% of residents that did not have wastewater
services at all and paid for this service through their property tax bill),

. conservation - with 70% of wastewater costs on the property tax bill, residents were unaware
of the true cost of this service; the implementation of a full cost recovery system, has made
residents aware of the cost of the service and has increased the motivation to conserve
water,

. accessibility to grants - the Province of Ontario indicated that municipalities would qualify for
funding assistance for water and wastewater projects only if they had full cost recovery
systems in place. Since the implementation of the full cost recovery system, the City has
received provincial and federal grants totaling $13.3 million for the David Street water project
and provincial grants totaling $8.4 million for the South End sewer project,

. ease of implementation - the use of a full recovery system based on water consumption is
less complex and more understandable than using area rating as a means to collect this
revenue.
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Water/Wastewater Study

For a number of years prior to amalgamation, water costs had been fully recovered through user
fees; however only 30 percent of wastewater costs were recovered through user fees and this
change was only introduced in the late nineties. The Transition Board recommended that the City
of Greater Sudbury move to full cost recovery of wastewater services. In 2001, Council authorized
a water/wastewater study to develop an appropriate and equitable rate structure which would fully
recover the costs of both water and wastewater services. The study included the following:

a review of the existing water rate system (both service charge and consumption charge)
a review of the City’s customer base (residential, commercial and industrial)

the use of block rates by volume (increasing and decreasing to promote conservation and
economic development)

the use of a discount on the wastewater rate to reflect lawn watering or other non wastewater
uses and

the implementation of an appeal process where unusual or unique circumstances could be
addressed and mitigated.

R.V. Anderson Associates Limited, Dennis Consultants and KPMG were engaged to undertake the
study. They made the following recommendations:

the continuation of financing water costs through both a fixed service charge and a variable
consumption rate

the implementation of a full cost recovery system for wastewater services through an increase
in the wastewater rate from 25% to 115% of water billings

the transfer of fire protection costs from water rates to the municipal levy

the adoption of a sustainable capital asset management program designed to finance the
ongoing cost of maintaining the City's water and wastewater infrastructure systems

the introduction of quarterly billings for water and wastewater services

the approval of a rate setting process for water and wastewater services, thereby alleviating
the need to undergo annual rate studies

the introduction of a wastewater rebate program if considered necessary

the establishment of water and wastewater stabilization reserves that would mitigate the need
to adjust rates in response to surpluses or deficits in water and wastewater services, primarily
as a result of fluctuations in consumption from year to year.

the introduction of a water meter testing program designed to ensure that water usage is
accurately recorded and invoiced, and

the development of a communications strategy to create public awareness of the change in
water and wastewater financing

Council adopted the recommendations and moved to a full cost recovery policy in July of 2001. For
the information of the Committee, a copy of the consuitant’s report is attached.
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Cost Recovery Policy

In accordance with the water and wastewater policy, rates are adjusted each January based on the
proposed net budget for the year, inclusive but not limited to, inflation adjustments and increases
in the sustainable capital asset management program as well as changes in consumption levels.

Costs are to be recovered through:

. a fixed service charge for water (to recover fixed operating costs such as the cost of keeping
the water mains in a good state of repair, water meter repair and replacement costs, billing
and collection costs)

. a consumption rate (a uniform per cubic meter charge to be applied to the amount of water
consumed), and
. a wastewater rate (which is expressed as a percentage of the total water bill)

Each vyear, net surpluses or deficits (revenues netted against expenditures) for water and
wastewater services are contributed to/or drawn from water and wastewater rate stabilization
reserves. This minimizes fluctuations in rates due to annual expenditure variances and
consumption variances as a resuit of abnormal weather conditions.

Sustainable Capital Asset Management Program

As part of the move to a full cost recovery system, the City implemented a sustainable capital asset
management program (SCAMP) to fund the cost of replacing or rehabilitating its existing water and
wastewater infrastructure. Under this plan, contributions to capital for water and wastewater are
increasing by $400,000 and $440,000 annually plus inflation, so that by 2012 the City’s level of
capital spending will be at the industry standard of 2% of asset value (sewer and water infrastructure
is valued at approximately $1 billion).

Recent Provincial Legislation on Sustainable Water and Wastewater

In 2002, the Province passed Bill 175, the Sustainable Water and Sewage Systems Act. The Act
responded to the Walkerton tragedy, and is designed to ensure that providers of public water and
wastewater systems have the financial capacity and associated revenue streams to guarantee that
these systems will operate in perpetuity, under a prescribed “Standard of Care” defined in another
recent Act, Safe Drinking Water Act. The legislation recognizes that many Ontario Municipalities
currently do not charge, or only partially charge, for these services, choosing to leave the burden,
in part or in whole, on property taxes. The legislation provides for phase-in periods for these
Municipalities to come up to full cost recovery from users, subject to the Minister’s approval, on a
case-by-case basis. CGS is very well positioned to comply with this Legislation, as we are already
at 100% cost recovery from our customers, subject to any additional Regulations that the Province
may pass. As an example, the Province may require that $x dollars be kept in dedicated Reserves
to cope with unforeseen calamities, although it is unlikely that calamities will occur if Municipalities
meet the “Standard of Care” as prescribed. Compliance with this “Standard of Care” is primarily
responsible for rising water and wastewater user fees over the past two years.
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Water / Wastewater Rebates

The City has a number of water and wastewater rebate programs:

. a residential and commercial water/wastewater plumbing failure rebate program

. residential and commercial run water adjustment program as a result of ruptured watermains
and subsequent discolored water

. running water to waste program to prevent freeze-ups, and

. commercial wastewater rebate program, where it can be demonstrated that the water is used

in manufactured products such as soft drinks and ice

The first three rebate programs were reviewed by Dennis Consultants and KPMG as part of their
study and they did not recommend any changes in these programs. The commercial wastewater
rebate program was recommended by the consultants and initiated by the City as a result of the
move to the full recovery of wastewater costs. No other rebate programs have been recommended
by the consultants or staff or adopted by Council. Further information on existing rebate programs
can be found in an attached report dated April 15, 2003.
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' EXECUTIVE SUMMARY

* Recent évents across Canada have brought to light the importance of the water and wastewater

services provided by municipalities. The key to ensuring the safety of a municipal water supply
rests in sound policies for delivering, maintaining and financing water and wastewater services.

The City of Greater Sudbury has, in recent years, experienced its own issues with respect to water

and wastewater services. Recognizing the need to ensure water and wastewater services are
appropriately financed, the City is curreatly reviewing its existing rate structures. As part of the

budget process for the 2001 fiscal year, the firms of R.V. Anderson Associates Limited and KPMG
LLP were rétained to prepare a report for Council addressing City policy for water and wastewater

rates. Specifically, the report was to include: _
" An overview of the existing water and wastewater rates structures and customer
A comparison of the City’s water and wastewater rates to other municipalities

An analysis of the options available to the City in establishing water and wastewater rates,
including the use of block rates and monthly service charges, with recommendations for an

overall rate structure
Strategies for dealing with excef’tion.d and unique situations, such as unmetered water clients

Based on the results of our review, which included an analysis of policies employed by.other

municipalities, we recommend that the City adopt the following policy for water and wastewater

services effective July 1, 2001:
Continuance of the current method of financing water costs through both a fixed service

charge (equal to the rates currently charged by the City) and a variable consumption rate of
$0.590 per cubic metre of water consumed. This represents a reduction of $0.18 per cubic

metre from the current rate of $0.77 per cubic metre.

in the wastewater rate from the current level of 25% to 115% of water billings.
The transfer of $1.97 million in fire protection costs from water rates to the municipal levy.

4. The adoption of a sustainable capital asset management program designed to finance the
ongoing cost of maintaining the City’s water and wastewater infrastructure system.

The introduction of quarterly billings for water and wastewater services.

The approval of a rate setting process for water
need to undergo annual rate studies.

The introduction of a wastewater rebate program if considered necessary.

The establishment of water and wastewater stabilization reserves that would mitigate the need

to adjust rates in response to surpluses or deficits in water and wastewater services.

9. “The introduction of a water meter testing program designed to ensure that water usage is
accurately recorded and invoiced.

10. The development of a communications strategy to create public awareness of the change in
water and wastewater financing. -

Q&Idb'ﬁl"')'" | ' Page |

The implementation of a full cost recovery system for wastewater services through an increase

and wastewater services, thereby alleviating the
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METHODOLOGY

As requested by the City, we have structured our study 8o as to identify options available to the

City in setting water and wastewater rates and quantify the potential impact of the recommended

rate structure on property owners in Greater Sudbury . Our comments and recommendations. have

been arrived at through the following process. _

1. Financial information concemning operating costs and revenues for water and wastewater
services was accumulated and analyzed. Our review involved both historical financial
information (1999 and 2000 fiscal years) and projected information based on the 2001 City

" budget.
2. Options available to the Cnty for recovering water and wastewater costs were identified,
including flat rates, block rates, monthly service charges and separate rates for water and
wastewater services. These options were evaluated and a recommcnded method of recovering

water and wastewater costs was developed.

Information concerning water and wastewater rates and billing methods was collected for othu’
municipalities in Ontario and Canada. This information was used to assess the reasonability of
the rates charged by the City, as well as to identify common municipal practices with respect to
water and wastewater billing methods.

4. Based on the recommended billing structure, water and wastewater rates for the City were

developed. _ _

5. Variables such as the municipal tax levy, water rates and wastewater charges were recalculated
based on the recommendations contained in the report.

6. A database of approximately 38,000 properties in Sudbury was developed based on
information provided by the City.  Included in the database was information relating to
assessed values, water consumption, water billing amounts and wastewater charges and the
properties were sorted by property class (residential, small multi-residential, large multi-
residential, commercial and industrial).

7. Based on the revised municipal tax levy, water rates and wastewater charges, an analysis of the
impact of the proposed recommendations on properties in Sudbury was conducted. The results
of this analysis were summarized and presented in our report.

PN
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AN OVERVIEW OF WATER AND WASTEWATER SERVICES

" With a total budget of more than $35 million, water and wastewater services represents a

significant cost to the City of Greater Sudbury. Overall, the City will spend more on water and
wastewater services than it will for any other public works service and, in some cases, individual

municipal departments.
Ci mN
Municipal Spendi Public Works Spending _

}.  Health and social services 136,516,000 j 1. Water and wastewater 35,368,000
2. Public works 82,567,000 | 2.. Roads 24,758,000
3. Citizen and leisure services 37,255,000 | 3. Solid waste 12,829,000
4, Police services 26,294,000 | 4. Engineering services 5,965,000
5. _Emergency services 19,936,000 | 5. Administrative and other 3,647,000

Traditionally, water costs in Sudbury have tended to be higher than wastewater costs. This is due

* in part to the fact that the capital allocation for water included approximately $1.8 million of sewer

upgrading costs so that these costs could be recovered through user rates. The 2001 budget, which
includes these costs in sewer expenses, more accurately reflects the relationship between water and

wastewater services.
Annual v water expenditures i
. 1999 2000 2001
Actual Actual Forecast
Water production 3,977,300 4,047,422 3,965,870
Water distribution 2,630,725 3,468,324 3,193,350
Water billing and collection 622,668 - 598,577 392,992
| Allocated engineering costs 942,116 1,114,300 1,249,581
Other allocated costs 2,827,971 2,885,077 2,909,636
Total operating costs 11,000,780 12,113,700 11,711,429
Debt servicing' . 937,641 ' 937,435 889,679
Contribution to capital’ 7,294,169 1,205,340 5,454,591
Total costs 19,232,590 20,256,475 18,055,699

servicing will be included in the capital contribution.

? The capital contributions for 1999 and 2000 include $1.8 million of sewer upgrading costs.

O Sudisiiy

! When the debentures relating to sewer and water projects are repaid in 2008, the amount traditionally required for debt
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AN OVERVIEW OF WATER AND WASTEWATER SERVICES

Annual wc:m expenditures

1999 2000 2001
Actual Actual Forecast
Sewage treatment 5285855 5,581,997 5.348,340
Sewage services 1,374,525 1,550,480 1,542,830
| Allocated engincering costs 942,113 1,114,298 1,204,952
Other allocated costs 2,839,376 2,961,891 2,957,884
| Total operating costs 10,441,869 11,208,666 11,054,006
Debt servicing 1,103,577 1,103,577 1,103,577
Contribution to capital® 3,400,950 3,365,536 5,154,271
Total costs 14,946,396 15,677,779 17,311,854

Prior to 2001, user fees were designed to recover 100% of water costs and approximately 30% of
wastewater costs® with the remaining 70% of wastewater costs funded through the municipal levy.
The preliminary 2001 budget is based on a 100% recovery of sewer costs through user fees.

While water services are intended to be self-funding, fluctuations in water consumption caused by
climatic conditions have resulted in fluctuations from the budgeted amounts. . Traditionally,
surpluses in water services have been transferred to reserves, from which deficits in water services
have been financed. While wastewater services have also experienced variances from budget due

to changes in consumption levels (and the resultant impact on user fee revenues), no similar reserve
exists as wastewater costs were financed primarily through the municipal levy.

Water revenues and expenditures

1999 2000 2001
Actual Actusl Forecast
Total expenditures 19,232,590 20,256,475 18,055,699
| Totsl revenues from user fees* 19,805,248 19,292,199 18,055,699
Surplus (deficit) 572,658 (964,276) -
Estimated water consumption, in cubic metres 18,237,000 17,604,000
Wastewater revenues and expenditures
: 1999 2000 2001
Actual Actual Forecast
Total expenditures 14,946,396 15,677,779 17,311,854
| Total revenues from user fees® 5,029,820 5,005,680 17311,854
Wastewater costs funded throug}l municipal levy 9,979,269 10,103,655 -
Surplus (deficit) , 62,693 (568,444) -

3 The capital contributions for 2001 include $1.8 million of sewer upgrading costs previously funded from water revenue,

4 The sewer rate is calculated as 25% of the water rate (including service charges).

% Includes water consumption charges, service charges, frontage fees and other user charges.

¢ Includes sewer rate revenue, frontage fees and other miscellancous recoveries.

O Sudssiiy
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| Add: sewer upgrading costs® 1,826,635
Total wates expenditures 1o be financed through user fees 19,882,334
Less: water expenditures financed through service charges and other fees (3,663,615)

' : 14,218,719

. Projected water consumption, in cubic metres (based on 2000 consumption ievels} : 17,604,000

AN OVERVIEW OF WATER AND WASTEWATER SERVICES

" Because of changes in consumption levels, as well as the effects of inflation’, the City of Greater

Sudbury would require a change in water rates during 2001 regardless of whether the

recommendations in this report are adopted. Specifically, we have estimated that the cost per cubic
metre of water sold, which was set at $0.77 per cubic metre during 1999 and 2000, would need to
increase to $0.808 per cubic metre if the recommendations are not adopted.

Pro) water rates a.mm!n o ch in -
Total water costs ' : 18,055,699

Water expenditures to be financed through consumption charge

$0.808

‘Water rate per cubic metre of consumption

On average, residential property owners in Sudbury use approximately 240 cubic metres of water
annually. Accordingly, the average residential homeowner in Sudbury would have experienced an
increase of $12 per year as a result of inflation and changes in consumption levels.

7 We understand that the 2001 budgeted costs for sewer and water services include approximately $430,000 in. inflation

- adjustments.

® Based on the assumption that no change in policy would occur, sewer upgrading costs would be included in the
determination of water rates. Following the implementation of the recommendations, these costs would be included in

the calculation of sewer rates,

O Sudbity Pages § QG
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WATER RATE ALTERNATIVES

The City currently provides water services to more than 42,000 customers, the majority of which

are residential properties.
. _Breakdown of water customers

Customer Type . Percentage of | Average Annual
: Total Consumption.

Single family residential propertics 82.5% 240w’

Multi-residential properties’ 8.7% 680 m

Industrial, commercial and institutional properties __8.3% 1,490 m®

Total 100.0% 385 m’

Overall, more than 97% of the C.xty s water customers have water meters that are used to provide
the basis for water blllmgs. Those customers without water meters are charged a flat rate based on

a implied consumption level.

CURRENT BILLING PRACTICE : e
Currently, the City uses a combination of a fixed monthly service charge (based on the size of
water metre) and a variable charge based on the amount of water consumed (calculated at a rate of
$0.77 per cubic metre of water used).

The majority of customers are billed semi-annually for water services, however, large consumers of
water (primarily industrial, commercial and institutional properties) are invoiced bi-monthly.

OPTIONS AVAILABLE TO THE CITY

Water rates for any municipality may consist of up to four components:

A fixed charge, designed to recover costs that are a function of the number of water customers,
not their consumption

A variable charge, designed to recover those costs that fluctuate with consumption: levels

Fire protection charges, designed to recover the cost of hydrant systems and excess capacity
built into a municipal water system for the purpose of fighting fires

Rate surchhrges, representing a charge added to current rates designed to collect a targeted

amount of revenue in excess of that required to financing the cost of water services. Given
than rate surcharges are normally used to finance specific projects or one-time emergency
costs, we have not included a discussion of rate surcharges in our analysis.

For the purpose of our analysis, we have reviewed each of the remaining three components in
detail.

Page 6
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WATER RATE ALTERNATIVES

" Fixed service charges

As noted carlier, fixed charges are designed to finance water service costs. that do not vary with
consumption levels. For example, meter reading and repair costs are a function of the number of
water customers, and not their individual consumption. Given that these types of fixed costs apply
to all water customers, regardless of consumption levels, it is common practice to finance these
costs on a per customer basis rather than through & variable charge based on consumption.

Options available

For municipalities, four approaches to recovering fixed costs.are commonly used.

1. Customer charges — Under this approach, fixed costs are allocated based on 2 customer
charge that is the same for all water uscrs. For example, a municipality with fixed costs of $5
million and 50,000 water customers would: have a customer charge: of $100:per customer ($5
million + 50,000 customers). Municipalities have the option of either applying customer
charges across all types of water customers (residential, commercial and industrial) or
designing different customer charges for each category of water customer.

2. Fixed service charges — While the customer charge approach: assumes that water users incur
fixed costs evenly, a fixed service charge approach recognizes that certain fixed costs, such as
water meter repair and replacement costs, increase with meter size. As a result, the fixed
service charge approach allocates fixed costs to customers based on the size of their water
gervices and meters. This is the approach that is currently used by the City to recover fixed

costs.
3. Minimum charges — A third alternative available to municipalities for the recovery of fixed
water costs is the establishment of minimum charges. Under a minimum charge structure; all
customers are billed for a certain amount of water usage regardless of consumption.
Block rates — While generally thought of as a means of recovering variable costs (as they are -
based on water consumption levels) block rate structures can be used to recover fixed costs by:
= Establishing the amount of water consumption for the first block of water billing at a level
s0 low that all customers will exceed the block; and
= Establishing a water rate for the first block that is sufficient to finance the fixed costs
For example, a municipality can use a block rate structure to recover fixed costs of
approximately $100 per year (that would otherwise be recovered through a fixed charge) by

charging $2.00 per cubic metre for the first 50 cubic metres.of water consumed. Given that the
average residential water consumption is 240 cubic metres per year, this effectively becomes a

fixed charge as the majority of customers will pay this amount.
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WATER RATE ALTERNATIVES

Recommended approach - fixed service charges

- While each alternative for fixed cost recovery has its advantages and disadvantages, we

recommend that the City continue to use the fixed service charge approach due to the following:

» The fixed service charge approach represents the fairest method of recovering fixed costs as it
recognizes that certain costs vary depending on meter size. Unlike a flat customer charge,
which allocates fixed costs evenly across all customers, the fixed service charge approach

charges customers with larger meters (and higher associated costs) more.

» The fixed service charge is the current method used by the City and, as such, is easily
understood by residents and property owners. Any change in the current method of recovering
fixed costs may result in confusion and/or the perception that the City is attempting to increase
the amount of revenue generated from water customers through a new type of feeora

= The use of a fixed service charge appears to be the most common method used by

municipalities to recover fixed costs.

~

Summary of fixed cost recovery approackes

Fixed Service

Minimum

Block Rate

No Fixed

Greater Sudbury

Charge

Thunder Bay

Peterborough

Moncton
Fredericton -

\‘\\\\3
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WATER RATE ALTERNATIVES

RecomW rate - fixed service charges

- Based on our review of the historical and budgeted cost of water services, as well as our
understanding of the nature of the City’s water operations and customer base, we estimate that
approximately $4.8 million of costs should be recovered through fixed service charges. During the
2000 fiscal year, the City collected a similar amount through the fixed service charge, which would
indicate that no change in current fixed service charges is necessary.

The conclusion that no change in the current fixed service charges is necessary is supposted by a
comparison of the City’s fixed service charges to other municipalities, which indicates that
Sudbury’s rates are consistent with other municipalities.

O sudbiy

Summary of mont. service charges
Meter Size (in millimeters)
16 25 3?7 50 75 100 150 200
Greater Sudbury 877 | 1301 | 1750 | 3535 | 7830 | 1es5.78 | 1763¢ | 28362 |
. Peterborou 1700 | 2660 | 4421 | 6428 | 104.00 | 20470 | 35500 | 505.80
_ L hundes Bay 3.66 9.7 | 1833 | 2933 | ss00 | 9te7 | 183.00 | 29330
Moncton 750 | 3000 | 3000 | 3000 | 12000 | 12000 | 12000 | 12000
Fredericton’ 733 | 800 | 866 | 983 | 1400 | 1733 | 2067 | 2733
| Average (excluding Sudbury) 710 1349 | 2062 | 2599 | sseé7 | sa13 | 12526 | 17813
? Includes a meter rental charge of $4.00 per month,
Page 9
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WATER RATE ALTERNATIVES

Variable charge
Unlike fixed charges, which are determined based on the number of water customers, variable
charges are directly related to consumption. levels.

" Options available

Generally speaking, four types of variable rate structures are used by municipalities.

1. Uniform rate structure ~ Under a uniform rate structure, a constant price is charged for water
consumed. Currently, the City uses a uniform rate of $0.77 per cubic meter of water
consumed. Theoretically, a uniform rate structure is appropriate where:

*»  Customers exhibit similarities in usage characteristics =~

»  Simplicity and understanding of the rate structure is desired

*  Cost and usage data by type of customer is not available or the costs. of obtaining this
information outweigh the potential benefits

2. Declining block rate structure — Under declining block rate structare, the per unit price of

water decreases as water consumption increases, based on blocks of water consumption
established by the municipality. The use of a declining block rate structure is supposted by the:
view that the cost of producing water decreases as the volume increases, due to-cost allocations
and economies of scale. In addition, declining block rate structures.are often: employed as a
means of providing incentives to large water consumers to use municipal water services as
opposed to private water systems. However, declining block rate structures appear to be
inconsistent with the goals of water conservation as they do not provide a disincentive for
increased water consumption. In addition, declining block rate structures are sometimes
perceived as unfair by residential and other low volume users, who are required to pay more on
average for water than larger water consumers.

3. Imcreasing block rate stiucture — As the opposite of 2 declining block rate structure, an
increasing block rate structure has the effect of increasing the per unit price of water as
consumption increases. Generally speaking, increasing block rate structures are more
complicated than other types of rate structures and require higher levels of detail with respect

. to water costs and consumption levels. As a result, increasing block rate structures are used
primarily by municipalities: :
® That have a sufficient number of different customer classes to support an effective
increasing block rate structure
*  That possess the information and data necessary to design a block rate structure

That are facing capacity constraints and/or the need to expand the existing infrastructure

and where-an increasing block rate structure would be suitable to- finance these increased

costs or reduce water consumption levels _

* That are not subject to significant fluctuations or volatility in water consumption levels

Osudbay Page 10
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WATER RATE ALTERNATIVES

4.

Seasonal rates — When a municipal water system is designed, a certain amount of excess.
capacity is built into the system to account for peak demand. In most cases, peak demand
occurs during the summer months, primarily as & result of lawn watering: Aseasomlrate
structure can take two forms:

»  The establishment of two separate rates —one for the peak demand season and ooe: for the

remainder of the year. The peak demand season rate is typically the higher of the twa in
order to encourage conservation and recover the costs. associated with the higher levels. of

water production.

" = The use of an excess-use rate, whereby customers exceeding a predetermined level of

water consumption are charged a high rate for the excess. consumpnon during the peak
demand season.

Given the need for relatively timely meter readings (generally monthly), the costs of
implementing a scasonal demand rate. structure can outweigh the benefits. As a result, seasonal

rate structures are generally used by municipalities with:

» Significant variations in water consumption between peak and off-peak periods
s  Capacity constraints during peak periods

» Seasonal ﬂuctuatlons in the number of water customers -

Sudbiiy Page 11
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- _Swummary of fixed cost recovery approaches

WATER RATE ALTERNATIVES

Recommended approach — variable charges

As a result of our analysis, we reeommend that the City continue to employ a umfmmwater rate
structure for its variable water billings. In arriving at this recommendation, we have considered the

following: _

»  Simplicity and fainm — Perhaps the greatest advantage of the uniform rate structure is its
simplicity and perception of faimess. Under this structure, all residents of Sudbury psy the
same amount for water and the absence of consumption blocks simplifies the water billing
process, both for customers and the City.

Quality and availability of consumption data — In order to be successfully implemented and
maintained, certain variable rate structures require relatively detailed information concerning
consumption levels, both by period (e.g. summer vs. winter consumption levels) and by
customer type. As semi-annual meter readings are used. for the majority of the City’s
customers, the information necessary to implemeant either & block rate structure (both
increasing and declining) or seasonal structure is not available.

Customer diversity — The use of a block rate structure for variable rates is most suitable where

‘a number of different water customer classes exist and consumption characteristics vary
significantly between these classes. Giveri that more than 90% of the City’s water customers® '

are residential or multi-residential properties, this diversity does not exist.

" In addition, our review of water production levels indicates that the difference between water
. production during the summer and winter months is not significant, thereby precluding the use
of seasonal rates. .

* Volatility — As noted earlier in our report, the City experienced a deficit in water sexvices of
approximately $965,000 for the year, pnmanly due to a decrease in consumption levels. Given
that block and seasonal rate structures increase the importance placed on consumption levels,
their implementation would increase the financial risk faced by the City in periods of declining
consumption.

» Consistency with other municipalities — Based on our analysis, the use of a.uniform rate
structure appears to be consistent with general municipal practices.

Uniform Declining Increasing Seasonsl Other
Rate Block Block Rates.

Greater Sudbury

Thunder Bay

Peterborough

Moncton
Fredericton

AYASASAYAS
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WATER RATE ALTERNATIVES |

* Fire protection charges

As part of its mandate to deliver water services tothermdentsandpropertyownmofSndbmy
the City is also responsmle for ensuring that sufficient water service exists to deliver adequate fire

protection services. This is accomplished primarily through:

= The construction and maintenance of a fire hydrant system

« Increases mcapaclty of the water system to provide the increased water volumes required for
ﬁreﬁghtmg operations

Currently, fire protection costs, which are estimated to be in the range of $1.97 million annually,
are financed through water billings, both the meter charge and the variable rate. Howevez, it can be
argued that this is not an appropriate method of financing fire protection costs given the rature of

benefits that accrue from these cxpendltures

Essentially, the steps taken to ensure adequate fire protection services represent a form of insurance
— the hydrants and excess capacity are developed even: though they may not be used. As with
insurance policies in general, the benefits obtained from the fire protectxon costs are related to the
value of properties protected — larger buildings, hy virtue of their size, require more fire protection
capabllity than smaller properties. As a result, itis reasonable to argue that fire protection charges
should not be financed on the basis of water consumptlon or meter size, but rather the value of the

properties.
In addition, the fire protection capabilities built into the City’s water system are also used to protect

institutions serving the public good, such as hospitals, schools and recreational facilities. Given
that all members of the community benefit from these properties, the cost of fire protection charges

~ should be allocated throughout the commumty

Based on the above, we would recommend that the fire protection charges incurred by the City be
financed through the municipal general levy. This recommendation not only provides a fair
method of recovering the cost of fire protection capabilities built into the City’s water system, but

is also consistent with how other municipalities finance water costs relating to fire protection. .

O Sudbtiiy - Page 13
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WASTEWATER RATE ALTERNATIVES

CURRENT BILLING PRACTICE

Currently, the City finances wastewater costs through a combination of a sewer rate (equal to 25%
of a property’s water bill), which finances 30% of total wastewater costs, and the municipal levy,

which funds the remaunng 70% of wastewater costs.

OPTIONS AVAILABLE TO THE CITY

With respect to financing wastewater costs, the City has three alternatives:
1. Continue to finance wastewater costs through a combination of user fees and the municipal

levy _ ' :
2. Implement a full cost recovery system for wastewater services and remove wastewater costs
. from the municipal levy ' :
3. Area rate wastewater costs, thereby allocating the costs on the basis of assessment among
residents and property owners that use wastewater services .

The use of a full recovery sewer rate has several benefits for taxpayers and property owners in

Sudbury, including: ‘
Fairness — By financing a portion of wastewater costs through property texes, all residents of
City pay for the service, regardless of the fact that some residents use less water (and therefore:
less wastewater services) than others. In addition, 17% of residents do not have wastewater
services at all and, as such, pay for a service they do not receive. Moving towards a full cost
recovery system provides fairness 1o residents. :
Conservation — With 70% of wastewater costs included in property taxes, residents are
unaware of the true cost of wastewater services. The implementation of a full cost recovery
system will not only make residents aware of the cost of wastewater services, but wilk also
increase the motivation to conserve water, thereby reducing operating costs. for the City.
Accessibility to grasts — The Province of Ontario has recently indicated that municipalities

~ will qualify for funding assistance for water and wastewater projects only if they have fulkcost . . .
recovery systems in place. By introducing a full cost recovery system for wastewater services,
the City will continue to access Provincial assistance.
Ease of implementation — While area rating would ensure that wastewater costs.are -
distributed among property owners receiving the services, the usc of a full recovery system
based on water consumption would be less complex and more understandable.

In light of the above, it is recommended that the City implement a full cost recovery system for
wastewater services. Given the lack of information concerning wastewater usage (as municipalities
do not meter wastewater flows), it is also recommended that the wastewater charge be based on

water billing charges.
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OTHER RECOMMENDATIONS

SUSTAINABLE CAPIT AL ASSET MANAGEMENT PROGRAM

Under a sustainable capital asset management program, the City would implement & strategy to
fund the cost of replacing or rehabilitating its existing water and wastewater infrastructure system.
Theoretically, sustainable capital asset management programs recognize that 2 municipality’s water
and wastewater infrastructure was not constructed at the same time and, as a result, different
portions of the system will need to be repliced at different times. The goal of a sustainable capital
asset management program is to ensure that sufficient financing is available to fund the ongoing
need to continually maintain the water and wastewater infrastructure.

Currently, the City is projected to spend approximately $10 million on capital projects relating to
water and wastewater infrastructure, or approximately 1% of the replacement value of the system.
In comparison, the generally accepted level of capital spending required to appropriately maintain

. water and wastewater infrastructure is 2% of the replacement value. Were the City to increase the

level of capital spending to the industry standard of 2%, an additional $10 million of capital
spending would be required.

Despite the relatively high cost associated with a sustainable capital asset management program,
we believe that the City has no other alternative but to implement such a program. We understand
that a significant portion of the City’s water and wastewater infrastructure was constructed during
the 1920’s and is now nearing the end of its 80 year useful life. Asa result, the near-term:
operations of the City will likely be marked by significant capital expenditures relating to this
portion of the water and waste infrastructure system.

In addition, other capital projects such as the David Street Water Treatment Plant will also require
financing, thereby placing a considerable strain on the City’s ability to fund water and wastewater
capital projects without an increase in user fees. Given that water and wastewater sexvices are
intended to be financed entirely through user fees and not the municipal levy, the increased cost of
capital expenditures should be reflected in the determination of water and wastewater rates.

\ In light of the significant increase in capital financing, however, the City may wish to consider
. implementing the sustainable capital asset management program over a ten year period.

e, —
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OTHRER RECOMMENDATIONS

WATER BILLING FREQUENCY .
Traditionally, the majority of water customers in Sudbury are invoiced semi-annually. While this

billing frequency has minimized certain costs to the City, such as postage and meter reading, it also

has certain disadvantages:
A semi-annual water billing system limits the usefulness of consumption information available
to the City. For example, the City is unable to obtain information concerning monthly or even
seasonal water usage under a six month billing cycle. As a result, the ability of the City to
implement plans to improve the management of the-water system (including the use of
alternative rate structures) is hindered. :
A semi-annual water billing system also limits the ability of customers to: modify their water
consumption levels. As a result, residents may not be aware of the cost.of high water usage

" until six months have passed.

» A move towards a more frequent water billing system would imprave the: cash flow
performance of the City. While we understand that a number of water customers use the City’s
preauthorized payment plan for monthly water and wastewater payments, a quarterly billing

“gystem for all customers not on thepreauthorized: payment plan would provide more timely
** payments to the City, allowing it to earn interest revenue (or reduce interest costs) on the

revenue collected.

While we recommend that the City move to a quarterly billing system, we recognize that increased
costs will result from such a change. Based on our analysis, we estimate that the increased costs
resulting from a quarterly billing system will be in the range of $225,000 per year. However, these
costs are offset by increased revenues of $200,000: that would be generated in interest from the

| improved cash flows of the City. These increased revenues have already been reflected in the

City’s 2001 budget.

Page 16
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OTHER RECOMMENDATIONS

RATE SETTING PROCESS

Traditionally, the Regional Municipality of Sudbury incorporated inflation into water rates based
on year-to-year changes in the Consumer Price Index. In addition, changes in water consumption

levels (both increases and decreases) have been considered when setting water rates. These
procedures were incorporated into a rate setting policy that was approved by Council.

Given the relatively large size of water and sewer expenditures, inflation and changes in.
consumption levels do have the potential to significantly affect both water and wastewater rates.
For example, a 2% inflationary increase in water and wastewater costs will result in additional
expenditures of $700,000, while a 2% change in water consumption translates. into $400,000.

In light of the potential signiﬁcanoe of both of these factors, the City should incorporate inflation
and changes in consumption levels into its rate setting process. In order to facilitate the rate setting
process, we also recommend the adoption of a rate setting policy similar to that used by the former

~ Region, which incorporated inflation, changes in consumption levels and annual increases relating

to a sustainable capital asset management program. By approving the method of establishing rates,
Council would avoid the necessity of having to approve the rates ﬂlen;selves on an annual basis.

WASTEWATER REBATES

" Certain industries, such as food processing and beverage facilities, may have sxgmﬁcant differences

between volumes of water consumed and those flowed into the wastewater system. For these
customers, the impact of the recommendations may result in an unfair distribution of costs as the
amount of water purchased from the municipality is not a fair indicator of their use of the
wastewater services. As a result, the City may wish to consider the implementation of a
wastewater rebate system, whereby customers who can demonstrate a significant difference
between water and wastewater usage can apply for a rebate from the City'®. The adoption ofa

.quarterly billing frequency will likely improve the City’s ability to implement a wastewater rebate

program by providing more detailed information concerning water usage levels.

WATER AND WASTEWATER RESERVES

Traditionally, the City has transferred any net surpluses generated from water services into
reserves, using these funds to offset instances where there have been net deficits. Should the

recommendations be adopted, the City will continue to experience both surpluses and deficits for

water and wastewater services, as actual user fee revenues and expenditures will fluctuate from
budgeted amounts for a number of reasons. Given that this use of reserve funds provides a degree
of stability for the City’s water and wastewater services (precluding the need to continuously adjust

rates), we recommend that this MOG continue into the future.

¥ We understand the normal eligibility for a wastewater rebate is a 20% variance between water and wastewater usage.
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OTHER RECOMMENDATIONS

WATER METER TESTING |

During the course of our review, we noted that size of water meters for certain industrial and
commercial customers appears to be excessive in light of their water consumption levels. Asa
result, it is possible that these meters are not accurately recording the amount of water consum
by the customers, resulting in a loss of revenue to the City. -

In order to alleviate concerns over the accuracy of the water meter readings, the Ciiyumywishm
consider the use of an outside contractor to undertake a water meter testing program and, where
considered appropriate, replace meters that may be too large compared to the level of water

consumption. :

UNMETERED WATER AND WASTEWATER CLIENTS

Currently, there are approximately 300 properties in the City, the majority of which are residential
properties, that receive water services but are unmetered. While the City has implemented a
mandatory water metering program, these properties are unable to have water meters installed due
to such factors as a lack of a basement or insufficient access to the water intake pipes.

For these properties, the City charges water based on a consumption level of 27 cubic meters per
moath. Given that this is above the average residential consumption. level of 20 cubic meters per
moath, we would not recommend any change in the City’s policy with respect to- unmetered
propertics.

In addition, we understand that a small number of properties in the City have access to wastewater
services but are not connected to the municipal water system. For these customers, the sewer rate
is calculated based on a notional water consumption of 14 cubic meters per month. While this is
lower than the average residential consumption of 20 cubic meters per month, we understand that
properties with private water systems are characterized by lower usage Jevels and lower water
pressures, both of which result in less inflow into the wastewater system. Asa result, we do not
recommend any change to the City’s policy with respect to properties with wastewatet services
only. ' _ ' ' ' '
While the current practice of the City in dealing with unmetered water and wastewater clients is
appropriate for residential customers, we recommend that the water and wastewater bylaw contain
provisions allowing the City flexibility in addressing similar situations for multi-residential,
commercial, industrial and institutional customers. :
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OTHER RECOMMENDATIONS

COMMUNICATIONS STRATEGY

Although the recommendations contained in this report are intended to be revenue neutral to the
City as a whole, individual customers will experience changes in their water and wastewater costs
to varying degrees.

In order to ensure public understanding and awarenessof the: recommendations and their potential
effects on property owners, we recommend that the City develop a strategy to deal with the:
expected public interest to result from the changes to the municipal levy, water and wastewater
rates.

While such a strategy has not been developed, we would recommend that, at 8 minimum, the
following items be included: :

1. An information package containing:

» An overview of the traditional methods of financing water and wastewater services
»  An description of the proposed changes to water and wastewater ratcs and municipal taxes,
along with the rationale for the changes ' e
» ° An indication of how other municipalities finance their water and wastewater costs. |
s Key timelines relating to the changes in water and wastewater rates
» Estimated financial impacts for property owners in Sudbury
2. Pressreleases and. newépaper advertisements
3. Moeetings with key high water users

Overall, the message that should be communicated is that the new method of financing water and
wastewater services is fair, revenue neutrat and consistent with other communities throughout

Ontario and Canada. :

O sudbi§ Page 19
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RECOIMMEDMIE STRUCTURE AND FINANCIAL IMPACT

BASIS OF ANALYSIS

As requested by the City, we have structured our analysis so as ta provide an. indication of the
financial impact of the recommendations on property owners in Sudbury. It is important to note
that property costs (defined a3 municipal property taxes, water and wastewater billings) for 200}
and future years will be influenced by factors such as: .

= [Inflation )

* Property value reassessment

= Changes to education taxes levied by the Province

» Fluctuations in water consumption levels

= The adoption of a sustainable capital asset management policy

Given that these factors would affect property costs regardless of whether the City adopted the
recommendations, we have specifically excluded them from our analysis. of the financial impact of
the recommendations. Accordingly, our analysis should be viewed as an indication of the true
effect of implementing the recommendations, exclusive of other factors.

In addition, our analysis has been designed to reflect the financial impact of the recommendations
for a full year, notwithstanding our suggestion: that the City implement the new rate structures
effective July 1, 2001. Based on a July 1 implementation date, the 2001 fiscal year will represent a
transition year whereby water and wastewater services will be funded under both the fonmer and
recommended rate structures. In order to provide a clear picture of the financial impact of the
recommendations in the future, we have presented the full year’s effect of the recommendations,
which we have supplemented with an indication of the implications for the 200} fiscal year.
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RECOMMENDED RATE STRUCTURE AND FINANCIAL IMPACT

OVERVIEW OF RECOMMENDATIONS

Should the recommendations contained in this report be implemented, a significant change will
occur with respect to how the City funds water and wastewater services. Overall, the
recommendations will see the following shifts in revenue on an annual basis:

From the municipal levy to user fees — Following the implementation of the recommendations,

- the municipal levy will be reduced by approximately $10.1 million, reflecting the portion of

wastewater costs (70%) that were traditionally financed through the municipal levy as opposed:
to the wastewater rate.

From user fees to the municipal levy — As a result of the recommendations.in: this report, the
portion of water costs relating to fire protection will be financed through the municipal levy.
Accordingly, $1.97 million of revenues will be shifted from water user fees. to-the: municipal

" levy.

From water rates to wastewater rates — With the implementation of the recommendations, the
sewer upgrading costs of $1.8 million will no longer be considered in: the: determination of
water rates (as they will now be financed through the wastewater rate). As a result, v

approximately $1.8 million of revenue will be transferred from water rates to: wastewater rates.

Increases in water costs — Assuming a move to quarterly billings, water billing costs are
projected to increase by $225,000, which should be financed through water rates.

Property taxes A _
Overall, property taxes would decrease by 6.9% from 2000 levels following the implementation of
the recommendations. '

‘| Add (less): . . .
.1 (10,103,655)

W recommendations on the municipal levy

Total municipal levy "'

Fire protection charges transferred from water rates to the municipal levy . 1,971,000: |

Restated municipal levy following implementation of recommendations 109.112,655
Reduction n m_unicipal levy 6.9%

117,24531¢

Transfer of wastewater costs from the municipal levy to user fees

"1 For the purpose of our analysis, we have attempted to demonstrate the change in municipal taxes. from last year as a
result of the recommendations. Accordingly, our analysis is based on the 2000 municipal levy.
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RECOMMENDED RATE STRUCTURE AND FINANCIAL IMPACT

Water rotes

Following an lmplementauon of the recommendations contained in this report, variable water rates
are projected to decrease from the current rate ofso.mpcrcubw metre to- $0.590 per cubic metre,

adeauseofz.‘i%.

Rocommended woter rate
Total water costs » 18,055,699
Add (lesa):

: Fmpmmdtmmfandﬁmmnmaomemnpdlm ~ (1,971,000)
Donations from INCO and Falconbridge spplied to water costs'? €300,000)
Jncreased watee billing costs 225,000

‘l‘oulwatereupead:ﬂmbbeﬁ:mcedhwﬁmerfeu 16,009,699

| Less: water expenditures finsnced through other fees : (863,613) |

Wna-apmdmmwbeﬁnmeddmuamchmmdmmnmdlm 15,146,084

Less: water itures financed service (4,800.000):

Wmmﬂnmtobeﬁnmcedﬂmnd&mmpmnm 10,346,084

_liummmmcmmmzooommmem 17,604,000

{_Recommended water rate per cubic metre of consumption - $0.590

Wastewater rates

In order for the City to implement a full recovery policy for wastewater services, it is
recommended that the current wastewater rate increase from 25% to 115% of water billings.

Recommended wastewster rate

Total wastewater costs - 17311854
Add (less): _

| __Donations from INCO and Falconbridge applied.to wastewater costs'® (300,000)

Total wastewater expenditures to be financed through user fees 17,011,854

Leu. wastowater expenditures financed through otlier fees (472,525)

Ee-;_dmmbeﬁnmoedm wastewater rate (A) : 16,539,329 |

v w.w hllm; revenues . - ; 15,146,084

Less: Portion collected from cusuomen without wnstewatut services (605,843)

Water billing revenues upon which wastewater revenues will be raised (B) : : 14,540.241

115%

| Wastewater rate as a percen entage of water billings (A) + (B)

2 Dyring 2000, the Transition Board for the City of Greater Sudbury secured a $1.33 million donation from botk INCO
and Falconbridge to partially compensate the City for a decrease in taxation revenue resulting from the implementation of
a full recovery wastewater rate. For 2001, the amount of the donation is $600,000, which will beapplied evenly between
water and wastewater costs. Future donations from INCO and Falconbridge will amount to: $400,000 in: 2002 and

$333,000 in 2003.
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RECOMMENDED RATE STRUCTURE AND FINANCIAL IMPACT

FINANCIAL IMPACT

While the reccommendations proposed will be revenue neutral to the City as.a whole (ie. the City
will continue to treat water and wastewater services as a breakeven activity), some portios of water
and wastewater costs will shifted from commercial and industrial customers: to residential property
owners in the City. This shift is primarily due to the fundamental makeup-of the: City”s assessment

base and water customers.

 In Greater Sudbury, just over 60% of the municipal levy is paid by residential property owners.
This class, however, makes up 82% of the City’s water customers. As a result, any transfer of
costs from the municipal levy to user fees will have an greater impact on residential propesty
owners as their proportionate share of costs is greater through user fees than the municipal levy.

+_Assesswent and water cusiomers by property class
' ' Equalized Assessment Water Billing Customers
(in-millions) ~ :
| Residential _SaM ] 603% 34,382 82.5%
Mubti-residential 849 9.5% 3,606 8.7%
Industry, Commercial and Institutional ' 2,689 302% 3,689 8.8%
{Tom . 3912 100.0% 41,677 100.0%

Based on the information supplied, as well as the assumptions noted earlier, the financial impact of
the recommendations contained in this report are as follows.

Residential property owners
Following the implementation of the recommended options for water and wastewater rates, the
majority of residential property owners in Sudbury will experience an increase in overall property

costs (defined as property taxes, water and sewer charges).

" Based on our review, a typical homeowner in Sudbury (total assessment of $110,000-and water
" consumption of 20 cubic metres per month), would see their property costs increase by

approximately $50 per year, representing an increase of 3%.over 2000 property costs..

" However, typical residential property owners that do not receive wastewater services (accounting

for 17% of all households in Sudbury) would see their property costs decrease by approximately
$150 per year.

Projected financial impact on single family residential property owners '
. Pay Less Pay More (per month) v
' $0 to $5 $5t0$10 | Morethan$10
Single family residentia] properties 10% 50% 38% 2%
e 204
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RECOMMNDEDRAIE SIRUCTURE AND FINANCIAL MAC’I‘

Mula’-radenad property owners

For the purpose of the analysis, classification of multi-residential property owners was made into

two categories:

» Small multi-residential properties (unda six units), which fall into the residential property

class

= Larger multi-residential propemn (more than six umts), which fall into the muln—resxdentlal

property class

ﬁascd on the analysis, small multi-residential properties will see an increase in property costs in the

range of $75 per year while larger multi-residential properties will experience an decrease of

: appmxxmately 3850 per year
Projected ncial on mumy_my orwners
Pay Less Pay More (pes month)
$0 40 $5 $5wS$10 | Morethan $10
Small multi-residential properties 4% 32% AT% 17%
Large multi-residential properties 76% 10% -4 7% %

Commercial and industrial pmpema

Both commercial and industrial pmpczhes, which tend to have low water billings compared to
assessment values, are projected to experience overall cost savings as a result of the
recommendations. Approximately 83% of commercial property owners and 96% of industrial

property owners will experience reductions in property costs, with the average reduction amounting

to $500 for commercial properties and $1,800 for industrial properties.

_@MWMMM
Pay Less Pay More (per month)
$0 10 $5 $5t0$10 | More than $10
Commercial propesties 80% 8% 3% 9%
Industrial propertics 95% 2% 1% 2%
Page 24
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" owner, property costs are projected to

RECOMMENDED RATE STRUCTURE AND FINANCIAL IMPACT

- Institutional Properties

The financial impact of the proposed recommendations on institutional properties (schools,
churches, hospitals and charitable organizations) is contingent upon the tax. status of the individual
properties. Accordingly, it was not possible to-ascertain the impact on institutional properties as a
whole due to time constraints and limitations on the information available. However, some general
conclusions as to the effect of the recommendations on specific types of institutional properties can
be made: . ‘

s Government office buildings will generally experience a decrease in property costs as these
facilities, which pay grants in licu based on the commercial tax rate, are similar to commercial

. properties (high assessment values and relatively low water consumption)

« Hospitals and post-sécondary educational institutions, which pay grants in licu of taxes based
on a “heads and beds” formula, will generally experience increases in property costs as these
institutions will not realize the benefit of the reduction in property taxes resulting from the
recommendations :

= Exempt properties, such as local school board properties, charitsble organizations and
churches, will likely experience small increases in property costs as these properties will also
not realize the benefit of the tax reduction resulting from the recommendatians.

' Implementation Effects

Given the tiniing of the budget process, the City is unable to introduce the recommendations
retroactive to January 1, 2001. Accordingly, it is recommended that the City introduce the
recommendations effective July 1, 2001. Based on our analysis, the use of a July 1, 2001
implementation date will have the following financial effects:

A total of $5.2 million of wastewater costs will continued to be financed through the municipal
levy due to the fact that a full recovery wastewater rate was not in place during the period
January 1, 2001 to June 30, 2001.

Sewer upgrading costs of $900,000, or 50% of the total sewer upgrading costs of $1.8 million,

will be financed through wastewater rates during the period July to:December 2001. For the
ﬁrsthalfonQOl.thesecostswillcontinu_edtobeﬁmdedthroughwateua% - o

.« Fire protection charges incurred during the period July to December 2001, amounting to

$985,000, will be financed through the municipal levy, with fire protection charges for the first
half of 2001 financed through water rates. :

- = Water billihg costs will increase by $112,500, reflecting a mid-year implementation of

quarterly billing cycles.

Given that the 2001 fiscal year will represent 2 mix of the old and new rate structure, the financial
impact of the recommendations will be somewhat lessened. For & typical residential property
increase by $25 during 2001 as a result of the

recommendations. :
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RECOMMENDED RATE STRUCTURE AND FINANCIAL IMPACT
Sustainable Capital Asset Management
As noted earlier, the adoption of » sustainable capital asset mansgement program for both water
and wastewater infrastructure would require the City to double the amount of financing for capital
_projects. Based on the assumption that the City will implement.a sustainable capital asset
management policy over a ten year period, the projected water rates and financial impact on
residential property owners are as follows: :

Project JWMIM;QWE'JMM

" Year . | IncresscinWater | DebtSevicing | TotalCapital | Projocted Water |  Cummulative

Revenues Funds Financing ‘Rage™ Residential
Available” Availsble Impact'®
2002 400,000 - 400,000 $0.613 $12.00
2003 | 800,000 - 800,000 50.636 $24.00
2004 1,200,000 - 1,200,000 $0.659 $36.00
2005 1,600,000 - 1,600,000 $0.682 $48.00
2006 2,000,000 - 1 200000 $0.705 $60.00
2007 2,400,000 - 2,400,000 $0.728 $72.00
2008 2,800,000 890,000 - | 3,690,000 $0.751 $84.00
2009 3200000 | 89,000 4,090,000 $0.774 $96.00
200 | 3,600,000 890,000 4,490,000 $0.797 $108.00
201) 4,000,000 890,000 | 4,890,000 $0.820 $120.00

13 Represents funds available when the debentures relating to water infrastructure arc repaid.

14 Assumes that the increased: capital costs will be financed entirely through the water consumption. charge:and other
revenue sources, such as the service charge or municipal levy, will not be-adjusted. lnx addition, fisture-consumption
levels have been projected besed on: the actual consumption: for 2000.

IS Represents the projected impact on a typical residential property owner with water consumption of 20 cubic metres per
month, The financial impact includes both increased water and wastewater costs (as the wastewater rate i based on the

water rate).
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RECOMMENDED RATE STRUCTURE AND FINANCIAL IMPACT .

" By raising water rates under 8 sustainable asset management policy, the City will also be
implementing a similar policy for its wastewater infrastructure, as the wastewater rate izsbased on
water billings. As a result, the amount of capital available for wastewater infrastructure
replacement and rehabilitation will also increase.

waﬂg“hm _
: Portion Wastewater Incressein | Debt Servicing |  Additional

Year Increase in
Water Received From Rate Wastewater Funds | Revenue
Revenues Wastewnter Revenues | Available"
c'll‘ﬂm“'.‘ Lo
2002 400000 | 384000 | 115% 442,000 - 442,000
2003 800,000 768,000 115% 883,000 - | 83000
2004 1,200,000 wis2000 | nis% | 1,325,000 - 1325000 |
2005 1,600,000 1,536,000 115% 1,766,000 - 1,766,000
2006 | 2,000,000 1,920,000 i1s% | 2208000 | - 2,208,000
L2000 1 2400000 | 2304000 5% 2,850,000 - 650,000
2008 2,800,000 | 2,688,000 115% | 3,091,000 1,104,000 4,195,000
2009 3,200,000 3072000 |  115% 3,533,000 1,104,000 4,637,000
2010 3,600000 | 3,456,000 115% 3,974,000 1,104000 | 5,078,000
2011 4oooooo 3,840,000 115% | 4416000 | 1,104,000 5,520,000

Following the full implementation of the sustainable capital asset management policy, a total of
$21 million of financing will be available annually for capital purposes.

Summary of projected capital financing under a sustainable capial assét in 2011
e | water Wastewster Total

Existing capital expenditures ‘5,455,000 | - 5,154,000 10,609,000

Additional capital ﬁ_mnciyv.upon repayment of debentures 890,000 - 1,104,000 1,994,000

Additional revenues collected 4,000,000 4,416,000 8,416,000

10,345,000 -10,674,000 21,019,000

" | Total annual capital financing

16 Approximately 4% of water custorners do niot have access to wastewater services. As a result, the wastewater rate will

be levied on 96% of the increased water revenue. _
7 Represents funds svailable for capital purposes when the debentures relating to wastewater infrastructure are repaid.
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COMPARLS'ON OF PROPOSED MIFS T 0 OTHER MUNICIPALITIES

Whﬂetheproposedmomendaﬂon&xfappmveiwmmﬂtmmﬁcmmngesmmmand

wastewater rates in Sudbury, we note thatthemulhntco:tofwaterandwutewaterummmll
be consistent with comparable municipalities in both Ontario and Canada.

Comparison of mo g&maﬂm%-”a&km.‘mﬂu”

Water Billing Wastewater Total Billing
Billing
Greater Sudbury (proposed) : 20.13 2315 | 43.28
Thunder Bay 18.21 11.83 30.04
| Moncton 26.56 16.89 43.45
| Peterborough ' 28.44 24.17 52.61
Fredericton_ : - 1673~ 16.73 3346
[ Average (min;s-mm 5 - 2249 17.41 ~39.99

In addmon, we further recommend that the City adopt & sustainable capital asset management
policy in the future, thereby ensunng that suﬁcxent financing exists for capital expendmn'es.

' Includes fixed charges, if applicable.
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Title: Current Water / Wastewater Rebate Program . Page: 2
Reviewed by: M.L. Gauvreau, Manager of Current Accounting Operations

""Pate: April 15, 2003

Division Review

Report Authored By

NIRRT 2 Wpossn

S. Tremblay S. Jonasson
Supervisor of Billing & Collection / Water/Wastewater Director of Finance / City Treasurer
BACKGROUND

At the priority meeting of March 26™, 2003, a report was requested on the existing rebate programs that City
of Greater Sudbury already has in place. They are as follows:

Residential and Commercial Water/Wastewater Plumbing Rebate Program

“One time only 50% reduction on extra metered water consumption”: Customers that receive a high
Water/wastewater bill due to a plumbing problem can request a rebate. Once they have fixed the probiem,
they must write a letter explaining the problem and include two meter readings, two weeks apart. A reduction
. will be applied to their account based on their average consumption and half of the extra metered

_/ consumption.

Residential and Commercial Run Water Adjustment Program

A number CGS customers (approx. 600) are classified as “Minimum for Winter”. They have a previous history
of frozen water lines (on the City side) during the winter months. In order to avoid a recurring problem, they
have been instructed to run their water continuously between December and April each year. They are then
billed for actual consumption for May through November and then this average consumption is used for billing
for December through April of the following year.

Commercial Wastewater Rebate Program

Upon request, Commercial customers that have the majority of their water usage going into the making of their
product can apply for a wastewater reduction based on the amount of water that is not going into the City

sewer system.

Running water to waste

Customers who call Public Works due to dirty water and are told to run it until it clears, can obtain a
water/wastewater adjustment based on the amount of water they ran to waste.




