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As a result of the Justice O'Connor's Part Il Walkerton Inquiry Report (2000) and the passing of Ontario’s
Safe Drinking Water Act (2002), the Province has introduced and is implementing a new Municipal
Drinking Water Licensing Program. The Ministry has established the following licensing requirements:

Certificate of Approval for their Drinking Water Facilities — which will be referred to in the future as
a Drinking Water Works Permit

A Permit to Take Water - mandated under the Ontario Water Resources Act

An approved Operational Plan - in compliance with the Drinking Water Quality Management
Standard (DWQMS)

An approved Financial Plan — as required under the Financial Plans Regulation (O. Reg. 453/07)

Accreditation as an Operating Authority — which requires the auditing of the Operational Plan by a
third party Accreditation Body

The preparation of a Financial Plan is one of the elements which must be put in place for a licence to be
issued. However, in the case of the first licence for an existing drinking water system, the Financial Plan
will be required through a condition of the licence. The Municipality of Arran-Elderslie’s licence was
issued on May 27, 2010 and received on July 19, 2010.

Chesley is located within the Municipality of Arran-Elderslie, which is in Bruce County in Southwestern
Ontario. A map of the study area is included as Figure 1.1.

The components within the Chesley Drinking Water System can be generally summarized as follows:

Wells CPW1, CPW2, and CPW3 in the Community Park of Chesley
The Arran-Elderslie Water Treatment Plant located in Chesley

The Chesley water distribution system including the Chesley water tower

The Municipality of Arran-Elderslie owns and operates the Chesley Drinking Water System. GENIVAR
was retained by the Municipality to prepare a Financial Plan for its drinking water system to fulfill the
requirements of the municipal drinking water licence.

The objective of this report is therefore to present the Financial Plan for the Chesley Drinking Water
System, which meets the requirements of the Financial Plan Regulation (O. Reg. 453/07) under the Safe
Drinking Water Act (2002).
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2.

2.1

Financial Plan Requirements and Guidelines

Financial Plan Regulation

The key points of the Financial Plan Regulation (O. Reg. 453/07) are described in the following
subsections.

211

General Requirements

The following general requirements are outlined in O. Reg. 453/07 and apply to both new and existing
systems:

%

2.1.2

Declaration: The Financial Plan must include a statement that the financial impacts of the drinking
water system have been considered.

Projection Length: The Financial Plan shall be for a period of at least six years.

Public Transparency: The Financial Plan must be made available, on request and without charge,
to the members of the public that are served by the water system. If the system owner maintains
a website, then the Financial Plan must be made available on the website without charge. The
owner must provide a notice informing the public of the availability of the Financial Plan, in a
manner that the Owner deems fit to bring the notice to the attention of the members of the public
that are served by the water system.

Approval: The Financial Plan must be approved by a council resolution that indicates that the
drinking water system is financially viable.

Submission: A copy of the Financial Plan, along with the resolution must be submitted to the
Ministry of Municipal Affairs and Housing.

Update: The Financial Plan should be updated and approved prior to applying for a licence
renewal (i.e. every five years). However, the Regulation does not prevent the Plan from being
amended more regularly.

New System Requirements

In addition to the general requirements, the Financial Plan must include details of the projected financial
operations, itemized by:

N
N
N
N

2.1.3

Total revenues (water rates, user charges, and other revenues)
Total expenses (amortization expenses, interest expenses, and other expenses)
Annual surplus or deficit

Accumulated surplus or deficit

Existing System Requirements

In addition to the above requirements, the Financial Plan of an existing system must include the following

details:

%

Details of the projected financial position, itemized by:
a. Total financial assets
b. Total liabilities
c. Netdebt

GENIVAR
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d. Non-financial assets that are tangible capital assets, tangible capital assets under
construction, inventories of supplies, and prepaid expenses

e. Changes in tangible capital assets that are additions, donations, write downs, and
disposals

Items a, b, and ¢ apply only if the information is known to the owner at the time when the Financial Plan is
prepared.

Details of the projected gross cash receipts and payments, itemized by:

a. Operating transactions that are cash received from revenues and paid for operating
expenses and finance charges

b. Capital transactions that are proceeds on the sale of tangible capital assets and cash
used to acquire capital assets

Investing transactions that are acquisitions and disposal of investments

2 o

Financing transactions that are proceeds from the issuance of debt and debt repayment
e. Changes in cash and cash equivalents during the year
f. Cash and cash equivalents at the beginning and end of the year

Items a, c, e, and f apply only if the information is known to the owner at the time when the Financial Plan
is prepared.

The first year to which the Financial Plan must apply is the year in which the existing licence expires, or in
the case of a condition to licence, the first year is the latest of 2011 and the year in which the first licence
was issued.

If two or more drinking water systems are solely owned by the same owner, then the Financial Plan can
be prepared by treating those systems together as if they were one drinking water system.

To assist municipalities in preparing the Financial Plan under O. Reg. 453/07, the Ministry of Environment
released a document titled “Toward Financially Sustainable Drinking-Water and Wastewater Systems”
(August, 2007). This document applies to wastewater systems as well. However, a Financial Plan for a
wastewater system is only encouraged and not mandatory.

These guidelines set out the following nine principles to help develop this Financial Plan:

1. Ongoing public engagement and transparency can build support for, and confidence in the
Financial Plans and their corresponding system(s).

2. An integrated approach to planning among water, wastewater, and stormwater systems is
encouraged considering the inherent relationship among these systems.

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

4. Life-cycle planning with mid-course corrections is preferable to short-term planning or no
planning at all.

5. An asset management plan is a key input to the development of a Financial Plan

6. A sustainable level of revenue allows for reliable service that meets or exceeds
environmental protection standards, while ensuring sufficient resources for future
rehabilitation and replacement needs.
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7. Ensuring users pay for the services they are provided leads to equitable outcomes and can
improve conservation. In general, metering and the use of rates can help ensure users pay
for services received.

8. Financial Plans are documents that require continuous updates and improvement. Improved
planning for the future can be achieved by comparing the accuracy of financial projections
with actual results.

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

2.3 Public Sector Accounting Board (PSAB) Requirements

The Public Sector Accounting Board (PSAB) of the Canadian Institute of Chartered Accountants (CICA)
approved new municipal financial accounting and reporting standards in June 2006. The new standards
require full accrual accounting for 2009 and future years, as well as accounting of tangible capital assets
in the financial statements.

The accrual accounting method recognizes revenues and expenses in the same period as the activities
that give rise to them regardless of when the payment was actually made. Since the exchange of cash is
not necessary to report a financial transaction, the accrual method provides a more accurate picture of
the municipality’s financial position. Tangible capital assets will be capitalized so as to create an inventory
of the assets owned and to account for their ability to provide future benefits.

GENIVAR 5
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3. Approach

The Financial Plan guidelines were used to select the approach for preparing the Chesley Drinking Water
System Financial Plan.

The following steps summarize the general approach:
-~ Determine current period expenses and forecast future period expenses
-~ Determine and forecast capital expenditure needs

-~ Identify all sources of current revenues and forecast revenues with a minimal increase of 3% to
show some growth

Assess the suitability of the existing revenues (with an increase of 3%)
Identify funding requirements and determine the required (new) revenues
Prepare the following statements based on the required (new) revenues:
0 Statement of Operations
o0 Statement of Cash Flow

o Statement of Financial Position

GENIVAR 6
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Expenses were divided into three categories: operating, interest, and amortization.

The current period operating expenses were determined from the Municipality’s 2011 budget, which also
included expense details for the years 2009 and 2010. The list of operating expenses and the budget
details provided by the Municipality is available in Appendix A.

Some expenses listed in the Municipality’s budget were common to the Municipality’s water and
wastewater systems. It was assumed that 50% of these expenses would be applied to the water systems.
The Municipality owns and operates three water systems: Chesley, Paisley, and Tara. Operating
expenses that are common to all three of these water systems were apportioned to each one of them as
per the dollar amounts provided by the Municipality in the 2011 operating budget.

The future period operating expenses were assumed to increase by the assumed rate of inflation, which
is 3% per annum.

Since there are no current loans or debts, it was assumed that no debt would be incurred in the future
and thus there would be no interest expenses for future periods.

The annual amortization expenses were based on the historic cost of assets, which was apportioned over
the useful life of the asset using the straight-line depreciation method. The historic costs of assets were
determined by deflating the 2008 cost estimates provided in the PSAB tables, at an assumed rate of 3%.
The useful lives of the assets were also based on the PSAB tables. A list of all assets and their estimated
historic costs and useful lives are provided in Appendix B.

Operating expenses are generally ongoing expenses related with providing service. These are items that
need to keep the operation running on a day-to-day basis. Items included in operating expenses typically
include wages, benefits, materials, supplies, maintenance, pagers, equipment fuel, utilities, mileage, etc.
A list of the operating expenses is provided in Appendix A.

The projected operating expenses are shown in Figure 4.1. As previously mentioned, the operating
expenses have been projected based on 3% inflation per year.

GENIVAR 7



Chesley Drinking Water System Financial Plan
Final Report

Figure 4.1  Projected Operating Expenses

$195,000
$190,000
$185,000
$180,000
% $175,000
£ 170,000
$165,000
$160,000
$155,000
$150,000 : : : : :
2011 2012 2013 2014 2015 2016
Year

Figure 4.1 shows that the operating expenses are projected to increase from approximately $163,713/yr
in 2011 to $189,788/yr in 2016, based on an increase of 3% per year due to inflation.

4.3 Amortization Expenses

Amortization is a non-cash expense, which indicates the gradual wear of tangible capital assets (TCAS).
The annual expense is based on the asset’s historic cost, and apportioned over the useful life of the asset
using a straight-line depreciation method. It is important to note that the old municipal accounting practice
was different, as it recorded expenditures on TCAs as current period expenditures, and then disappeared
from subsequent financial statements.

The projected amortization expenses are shown in Figure 4.2.

Figure 4.2  Projected Amortization Expenses
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The yearly variations in amortization expenses shown in Figure 4.2 are due to the replacement of assets
or acquisitions of new assets. In the year in which an asset is replaced, there is no amortization expense
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for that asset for that year. With regards to acquisitions of new assets, there is an increase of amortization
expense following the year in which a new asset is acquired.

4.3.1 Total Expenses

The total expenses are the sum of the operating, amortization, and interest expenses. At this time, there
are no interest expenses. However, after the evaluation of existing rates, which is presented in Section 7,
if a debt is decided to be incurred, then the total expenses will be revised to include interest expenses.

The projected total expenses i.e. including operating, amortization, and interest are shown in Figure 4.3.

Figure 4.3  Projected Total Expenses
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Figure 4.3 shows that the total expenses, which includes the operating expenses and the amortization
expenses, increases to over $326,876/yr by the end of the projection period in the year 2016. This is due
to the increasing operating costs due to inflation, and the generally increasing amortization expenses due
to the acquisitions of new assets.
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5. Capital Expenditure

5.1 Data Sources and Assumptions

The PSAB tables included estimates of each asset's expected useful life and replacement cost. Inflation
was assumed to be 3%.

Capital expenditures associated with Chesley water treatment are shared between Chesley and Paisley,
based on the water usage. It has been assumed that only 60% of the water treatment capital
expenditures will be paid by Chesley; the remaining 40% will be paid by Paisley.

At the time the Financial Plan was prepared, there were no assets under construction, and it was
assumed that there are no significant inventories of supplies and no pre-paid expenses.

5.2 Future Capital Needs

The future capital needs of the Chesley Drinking Water System for the projection horizon are shown in
Figure 5.1.

Figure 5.1  Future Capital Expenditure
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Table 5-1 provides general details on the main assets anticipated to be acquired or replaced in the capital
expenditure plan shown in Figure 5.1. The estimated amounts shown in Table 5-1 are in current dollars
adjusted for inflation for the proposed year.

Table 5-1 Planned Capital Expenditure

Year Asset Amount
2011 Scada upgrades at Chesley WTP and replacement of watermains $71,684
2012 Replacement of watermains $92,572
2013 Replacement of watermains $248,901
2014 Replacement of watermains $112,504
2015 Replacement of watermains, flow meter, panels, and upgrades of Sodium $175,579

Hypochlorite tank, metering pumps, etc
2016 Replacement of services $1,516,165

GENIVAR 10
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6. Revenues
6.1 Data Sources and Assumptions

Information on revenues was obtained from the Municipality’s 2011 budget, which also included actual
details for the 2009-2010 periods. The budget details are provided in Appendix A.

Some revenues listed in the Municipality’s budget were common to the Municipality’s water and
wastewater systems. It was assumed that 50% of these revenues would be applied to the water systems.
Revenues that are common to all three of the water systems owned by the Municipality were apportioned
to each one of them as per the dollar amounts provided by the Municipality in the 2011 operating budget.

6.2 Operating Revenues

A list of the revenues for 2009, 2010 and the budgeted revenues for 2011 are provided in Appendix A.
The total revenue amounts for the 2009 — 2011 periods are summarized in Table 6-1.

Table 6-1 2009 — 2011 Revenues

Item Amount
Actual 2009 $603,738
Actual 2010 $594,273
Budget 2011 $701,680

The actual 2010 revenues shown in Table 6-1 decreased by approximately 2% from the actual 2009
revenues.

6.3 Projected Revenues Based on 3% Revenues Increase

Initially, a 3% increase in operating revenues per year has been considered for the projection horizon.
The projected operating revenues based on the 3% growth will be assessed in Section 7 to determine if
the revenues generated will be sufficient to cover planned capital projects, future operating expenses,
inflation, and amortization expenses.

The projected revenues include $100,000/yr from 2011 to 2014, which is the repayment of an internal
loan taken by the Municipality from Chesley Water System.

The projected revenues for the Chesley Drinking Water System are shown in Figure 6.1, and a
breakdown of the projected revenues is provided in Appendix A.
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Figure 6

1
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The last payment by the Municipality is in 2014, which explains the sharp decrease in projected revenues

for 2015. Thereafter the projected revenues are assumed to increase by 3% each year.
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7. Evaluation of Proposed 3% Revenues Increase
7.1 Introduction

The proposed 3% increase in revenues needs to be evaluated to determine if they are sufficient to cover
the operating expenses and capital expenditures. In this section, the following will be determined to
evaluate whether existing revenues are sufficient:

-~ Operating Cash Flow: This is an important identity that determines whether the revenues from the
existing rates are sufficient to cover operating costs, from a cash perspective. This is explained
further in Section 7.2.

- Capital Expenditure Balance: This identity determines the amount of cash available for the
planned capital expenditures. This is further described in Section 7.3.

-~ Annual Surplus/Deficit: This identity measures whether the revenues generated were sufficient to
cover the expenses incurred and in turn, whether net financial assets have been maintained or
depleted. Section 7.3 provides further details on this identity.

7.2 Operating Cash Flow

The operating cash flow shows that current period operations can generate either a surplus or deficit from
a cash perspective, depending on the balance between revenues and cash expenses. The operating
cash flow equation is as follows:

Operating Cash Flow = Revenues — Operating expenses — Debt Service

The revenues in the equation above are the projected revenues based on existing rates, as described in
Section 6.4 and shown in Figure 6.1. The operating expenses are the expenses described in Section 4.2
and shown in Figure 4.1. It is important to note that the amortization expenses are not included in the
equation above, since the operating cash flow offers a cash perspective and the amortization expenses
are non-cash expenses. At this time, there is no debt service.

As an example, the operating cash flow for 2012 can be calculated as follows:
Revenues = $719,355 (also shown in Figure 6.1)

Operating Expenses = $168,624 (also shown in Figure 4.1)

Operating Cash Flow = $719,355 - $168,624 = $550,731

The operating cash flow, based on the existing rates, for the projection horizon is shown in Figures 7.1.

GENIVAR 13
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Figure 7.1  Operating Cash Flow
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It can be seen from Figure 7.1 that the operating cash flow remains positive for the projection horizon.
The sharp decrease in the year 2015 is due to the decrease in revenues as explained in earlier in section
6.3.

7.3 Capital Expenditure Balance

Another important calculation is the amount of cash available for capital expenditures. This amount is
called the cash expenditure balance. The cash expenditure balance is the sum of operating cash flow,
new debt, and net contributions from reserve funds.

At this time, it is assumed that there is no new debt. Hence, the cash expenditure balance is the sum of
the operating cash flow (from Section 7.2) and the reserve fund balances.

Figure 7.2 shows a comparison of the amount of cash available for capital expenditure (capital
expenditure balance) and the amount of cash required for the planned capital expenditure. As mentioned
previously, the amount of cash available (capital expenditure balance) is the sum of the operating cash
flow and the reserve balance. The planned capital expenditure is based on the future capital needs,
previously discussed in Section 5.2 and presented in Table 5-1 and Figure 5.1.

In 2012, the capital expenditure balance can be calculated as follows:
Operating Cash Flow = $550,731 (also shown in Figure 7.1)

Reserve Fund Balance = $2,700,280

Capital Expenditure Balance = $550,731 + $2,700,280 = $3,251,011

The planned capital expenditure is provided in Table 5-1.
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Figure 7.2  Capital Expenditure
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Figure 7.2 shows that Chesley will have sufficient cash available for the planned capital expenditures and
maintain a positive reserve fund balance every year. Furthermore, the proposed revenues will increase
the reserve fund balance at the end of the projection period in 2016 to over $3.2 million.

7.4 Annual Surplus/Deficit

The annual surplus/deficit measures whether the revenues generated were sufficient to cover the
expenses incurred and in turn, whether net financial assets have been maintained or depleted. An annual
surplus is required to ensure that there is sufficient funding available for non-expense costs such as
tangible capital asset acquisitions, reserve funds, and debt principal payments.

The annual surplus is equal to the revenues minus total expenses. It is important to note that the annual
surplus is different from the operating cash flow, which did not take into account the amortization
expenses. The annual surplus takes into account total expenses, which include amortization expenses.
The annual surplus for 2012 is calculated as follows:

Revenues = $719,355 (also shown in Figure 6.1)
Total Expenses = $294,208 (also shown in Figure 4.3)
Annual Surplus = $719,355 - $294,208 = $425,147

Because the annual surplus takes into account the amortization expenses, it is much lower than the
operating cash flow. For example, the 2012 annual surplus of $425,147 is much lower than the operating
cash flow of $550,731, from Section 7.2.

Figure 7.3 shows the annual surplus/deficit for the projection horizon.
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Figure 7.3  Annual Surplus/Deficit
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It can be seen from Figure 7.3 that there is an annual surplus throughout the projection horizon as a
result of the proposed revenue rate.

7.5 Discussion
The information presented in Section 7 highlights the following:

-~ Operating Cash Flow: As observed in Figure 7.1, the operating cash flow remains positive for the
projection horizon.

-~ Capital Expenditure Balance: As shown in Figure 7.2, Chesley will have sufficient cash available
for the planned capital expenditure. Furthermore, the proposed revenues will increase the reserve
fund balance at the end of 2016 to over $3.2 million.

- Annual Surplus/Deficit: As shown in Figure 7.3, there is an annual surplus for the entire projection
horizon. The revenues fully cover the operating expenses plus amortization expenses.

Therefore, the proposed operating revenue rate of 3% for the projection horizon is sufficient to provide for
total expenses and planned capital expenditures.
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The Financial Plan, as required by Regulation, consists of the following statements:
Statement of Operations
Statement of Cash Flow
Statement of Financial Position

These statements are based on the proposed operating revenue rates described in Section 7. It
considers the following:

An increase in operating revenues at a rate of 3% per year beginning 2011 for the entire
projection period.

The following subsections present the statements mentioned above.

The Statement of Operations summarizes the revenues and expenses generated by the water system for
a given period. The annual surplus/deficit measures whether the revenues generated were sufficient to
cover the expenses incurred and in turn, whether net financial assets have been maintained or depleted.
Annual surplus is required to ensure funding is available to non-expense costs such as tangible capital
asset acquisitions, reserve fund transfers, and debt principal payments.

The Statement of Operations for the entire projection horizon until 2016 is provided in Table 8-1.

Table 8-1 Statement of Operations
Line Item 2011 2012 2013 2014 2015 2016
1 Revenue $701,680 $719,355 $737,561 $756,313 $675,631 $695,521
2 Expenses
a Operating $163,713 $168,624 $173,683 $178,893 $184,260 $189,788
b Amortization $125,441 $125,584 $130,846 $134,165 $133,286 $137,088
¢ Interest $0 $0 $0 $0 $0 $0
d Total Expenses  $289,154 $294,208 $304,529 $313,058 $317,546 $326,876
3 Annual surplus

(deficit) $412,526 $425,147 $433,032 $443,255 $358,085 $368,645
4 Accumulated

surplus,

beginning of

period $6,252,651 $6,665,177 $7,090,324 $7,523,356 $7,966,611 $8,324,696
5 Accumulated

surplus, end of

period $6,665,177 $7,090,324 $7,523,356 $7,966,611 $8,324,696  $8,693,341

Line 1: Revenues includes operating revenues and capital revenues i.e. capital cost recovery charges
and government funding for capital projects.

Line 2: Includes a) operating, b) amortization, and c) interest expenses; the sum of which is shown on
Line 2d.

Line 3: Annual Surplus (Deficit) = Revenues (Line 1) — Total Expenses (Line 2d)
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Line 4: Accumulated surplus, beginning of period = Accumulated surplus, end of the previous period; For
the first year i.e. 2011 it was calculated as the sum of 2010 Fixed Assets i.e. $4,018,654 and the
2010 Reserve Balance i.e. $2,233,997.

Line 5: Accumulated surplus, end of period = Accumulated surplus, beginning of period (Line 4) + Annual
Surplus/Deficit (Line 3)

Line 3 in Table 8-1 shows that there is an annual surplus for the entire projection horizon until 2016. The
accumulated surplus at the end of the projection period is $368,645.

8.3 Statement of Cash Flow

The Statement of Cash Flow summarizes how the water system is expected to generate and use cash
resources during the planning period. The transactions that provide/use cash are classified as operating,
capital, investing, and financing activities.

The Statement of Cash Flow for the entire projection horizon is provided in Table 8-2.
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Table 8-2

Statement of Cash Flow

Line

Iltem

2011

2012

2013

2014

2015

2016

Operating
Transactions
Cash received

_from:

~ Cash paid for:

Revenues

' Operating Costs

* Finance
_Charges

Total Costs

$701,680

$719,355

$737,561

$756,313

$675,631

$695,521

($163,713)

($168,624)

($173,683)

($178,893)

($184,260)

($189,788)

$0

$0

$0

$0

$0

$0

($163,713)

($168,624)

($173,683)

($178,893)

($184,260)

($189,788)

~ Cash provided
from:

5 ' Operating

_ Transactions  $537,967  $550,731 $563,878  $577,419  $491,371  $505,733

Capital
Transactions

6 Acquisition of
tangible capital

_ assets ($71,684)  ($92,572) ($248,901)  ($112,504)  ($175,579)  ($1,516,165)

7 Cash applied to
capital

__transactions  ($71,684)  ($92,572) ($248,901)  ($112,504)  ($175,579)  ($1,516,165)

Finance
Transactions

8 Proceeds from
_debt issues $0 $0 $0 $0 $0 $0

9 Debt repayment $0 $0 $0 $0 $0 $0

10 Cash applied to
financing
__transactions _____$0 $0 $0 $0 $0 $0

11 Increase/
(decrease) in
cash and cash

equivalents $466,283 $458,159 $314,977 $464,915 $315,792 ($1,010,433)

12 Cash and cash
equivalents,
beginning of

period $2,233,997  $2,700,280 $3,158,439  $3,473,416  $3,938,331  $4,254,124

13 " Cash and cash
equivalents, end

of period $2,700,280  $3,158,439 $3,473,416  $3,938,331  $4,254,124  $3,243,691

14 Cash as
percentage of

net fixed assets  68.4% 81.0% 87.6% 100.4% 108.2% 64.8%

Line 1: Revenues increase at a rate of 3% per year

Line 2: Operating expenses increase at a rate of 3% per year

Line 3: There are no finance charges

Line 4: Total costs = Line 2 + Line 3

Line 5: Operating transactions is the operating cash flow i.e. Line 1 + Line 4

Line 6: The value of the assets acquired
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Line 7: Cash used for the capital expenditure

Line 8: There are no debts

Line 9: No debt repayments

Line 10: Cash applied to financing transactions = Line 8 + Line 9

Line 11: Increase (decrease) in cash = Line 5 + Line 7 + Line 10

Line 12: Cash beginning of period is the reserve fund balance

Line 13: Cash end of period = Line 11 + Line 12

Line 14: Cash as % net fixed assets = Line 13 / fixed assets for that year

Line 13 in Table 8-2 shows that there is a reserve fund balance of $3,243,691 at the end of the projection
horizon in the year 2016, which is about 64.8% of the net fixed assets.

The Statement of Financial Position provides information that describes the assets, liabilities, net financial
assets, and tangible capital assets of the Municipality’s water system.

The Statement of Financial Position for the entire projection horizon until 2016 is provided in Table 8-3.

Table 8-3 Statement of Financial Position

Line Item 2011 2012 2013 2014 2015 2016
Financial Assets

1 Cash $2,700,280 $3,158,439  $3,473,416 $3,938,331 $4,254,124  $3,243,691
Liabilities

2 Debt $0 $0 $0 $0 $0 $0
Net Financial

Assets (Debt) $2,700,280  $3,158,439 $3,473,416  $3,938,331  $4,254,124  $3,243,691

Non-Financial
Assets
4 Tangible Capital
Assets $3,950,561  $3,899,034 $3,967,309 $3,923,147 $3,930,324 $5,006,169

Line 1: Cash is the reserve fund balance at the end of the year, similar to Line 13 of the Statement of
Cash Flow

Line 2: The remaining debt is the total loan minus any loan repayments
Line 3: Net financial assets (debt) = Line 1 - Line 2

Line 4: Tangible capital assets are non-financial assets calculated as follows: Previous period fixed
assets — amortization costs + capital expenditure. For the first year i.e. 2011: Tangible capital
assets = 2010 fixed assets (minus amortization expenses) ($4,018,654) — 2011 amortization
costs ($125,441) + 2011 capital expenditure ($57,348) = $3,950,561.

The net financial assets (debt) as indicated on Line 3 in Table 8-3 show that there is no net debt incurred
throughout the projection horizon. This means that the system has the resources to finance future
operations.
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9.

The
The

Conclusions

financial impacts of the Chesley Drinking Water System have been considered in this Financial Plan.
main conclusions of the Financial Plan are as follows:

1) Evaluation of Proposed 3% Increase in Operating Revenues

The revenues generated are sufficient for meeting operating expenses for the projection horizon.

With the use of the reserve funds, there is sufficient cash available for the planned capital
expenditures for the projection horizon.

There is an annual surplus for the projection horizon, which is sufficient to fully cover the
operating expenses plus amortization expenses.

Therefore, the proposed operating revenue rate of 3% for the projection horizon is sufficient to
provide for total expenses and planned capital expenditures.

4) Statement of Operations

There is an annual surplus throughout the projection horizon.

The accumulated surplus at the end of the projection period in the year 2016 is $368,645.

5) Statement of Cash Flow

There is a positive reserve fund balance throughout the projection horizon.

i The reserve fund balance at the end of the projection period in the year 2016 is of $3,243,691,

which is about 64.8% of net fixed assets.

6) Statement of Financial Position

i. The net financial assets value is positive throughout the projection horizon.

21
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10. Council Resolution

A council resolution was passed during a council meeting held on July 12" 2011. A copy of the council
resolution is included in Appendix C.
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11. Next Steps

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

1. Notice of the availability of the Financial Plan be advertised

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

3. The Financial Plan be made available on the Municipality of Arran-Elderslie’s website without
charge

4. A copy of the Financial Plan, along with the council resolution be submitted to the Ministry of
Municipal Affairs and Housing

5. The Financial Plan be updated and approved prior to applying for a licence renewal (i.e. every
five years); A copy of the Council resolution will have to be submitted to the Ministry of the
Environment with the licence renewal application.
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