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Review of Regulatory and Legisla ve Requirements 

The City of Dryden, along with other Ontario municipali es that 
are responsible for the provision of drinking water, are required 
to meet the requirements set out in the Financial Plans 
Regula ons O.Reg.453/07.    

The City of Dryden is taking a proac ve approach and has 
recognized the need for a long‐term financial planning process 
that assesses the financial implica ons of current and proposed 
policies as well as Council approved decisions in its water  
opera ons.  The goal is to ensure that the City’s water opera ons 
are in a sound financial posi on and services can be provided on a 
sustainable basis.  

Ontario Reg. 453/07 provides the following parameters with 
regards to s.30 (1) part b of the Safe Drinking Water Act for new 
water systems: 

 The financial plan must be approved by Council resolu on (or 
governing body) indica ng that the drinking water system is 
financially viable; 

 The financial plan must include a statement that the financial 
impacts have been considered and apply for a minimum six 
year period (commencing when the system first serves the 
public); 

 

 The financial plan must include detail regarding proposed or 
projected financial opera ons itemized by total revenues, 
total expenses, annual surplus/deficit and accumulated 
surplus/deficit (i.e. the components of a “Statement of 
Opera ons” as per PSAB) for each year in which the financial 
plans apply; 

 The financial plan is to be made available to the public upon 
request and at no charge; 

 If a website is maintained, financial plans are to be made 
available to the public through publica on on the Internet at 
no charge; and 

 No ce of the availability of the financial plans is to be given to 
the public. 
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There are three statements that must be completed, in 
accordance with the O. Reg. 453/07.  These include: 

 
 
 
 
The Statement  of  Opera ons  summarizes the revenues and 
opera ng expenses for a given period.   
 
 
 
 
The Statement  of  Cash  Flows  reports on how ac vi es were 
financed for a given period which provides a measure of the 
changes in cash for that period. 
 
 
 
 
The Statement of Financial Posi on  reports on whether enough 
revenue was generated in a period to cover the expenses in the 
period and whether sufficient resources have been generated to 
support current and future ac vi es.   
 
 

 

The categories of financial informa on have been developed to 
ensure:  

 that they provide a sound picture of the financial posi on of a 
drinking water system; 

 that they are aligned with municipal financial statements 
prepared on a full accrual accoun ng basis, and 

 consistent financial planning for municipal water services. 

The goal is to provide the City with a realis c and informed view 
of opera ng and capital expenditures needed over me to 
maintain the integrity and health of its physical infrastructure and 
to accommodate growth and new environmental standards.  As 
such, a Long Range Financial Plan (LRFP) creates a more 
purposeful approach to long‐term financial management and 
helps align short term ac ons with long term financial strategies. 

This document puts the City’s water financial condi on in 
perspec ve, discusses the current challenges and risks and 
provides a sustainable financial forecast.  The plan also provides a 
framework for guiding the annual budget and the financial 
planning over a longer horizon.  The LRFP helps to understand the 
implica ons that today’s decisions have on future budgets.  The 
LRFP has been prepared to meet the regulatory requirements.  It 
does not represent a formal mul ‐year budget.  The approval of 
the budget is undertaken annually.  The LRFP is a living document 
that needs to be updated as assump ons and economic 
condi ons change.   

Statement of Opera ons 

Statement of Cash Flows 

Statement of Financial Posi on 
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Principles of Financial Sustainability 

The Ministry of the Environment released a guideline (“Towards 
Financially Sustainable Drinking‐Water and Wastewater Systems”) 
that provides possible approaches to achieving sustainability.  The 
Province’s Principles of Financially Sustainable Water and 
Wastewater Services are provided below: 

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

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

 Principle  #3: Revenues collected for the provision of water 
and wastewater services should ul mately be used to meet 
the needs of those services. 

 Principle #4: Life‐cycle planning with mid‐course correc ons is 
preferable to planning over the short‐term, or not planning at 
all. 

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

 

 

 

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

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

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

 Principle  #9: Financial plans benefit from the close 
collabora on of various groups, including engineers, 
accountants, auditors, u lity staff, and municipal council. 

 
The LRFP will be instrumental in the City’s 
ability to meet the Provincial repor ng 
requirements included in O.Reg. 453/07 
for water opera ons and has been 
developed in recogni on of the above 
noted principles. 
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Importance of a Long Range Financial Plan 

A LRFP is a framework to guide the City in planning and decision‐
making: 

 Examines fiscal trends (past and future); 

 Iden fies fiscal issues and opportuni es; 

 Increases communica on & awareness; 

 S mulates long‐term thinking; 

 Helps establish fiscal policies and goals; 

 Reasonable degree of stability and predictability in the rate 
burden; 

 A fair sharing in the distribu on of resources between current 
and future ratepayers; 

 Sustainable cash flows; 

 Maximizes its financial flexibility; and 

 Minimizes financial vulnerability during economic downturns. 

 

 

General Approach to Preparing the City’s LRFP 

The LRFP iden fies the key financial strategies that will influence 
the building of a sustainable long‐term financial future and takes 
into account: 

 Expected expenses and capital outlays for each year of the 
plan; 

 Expected revenues for each year; 

 Financial performance measures;  and 

 Sensi vity analysis on key assump ons. 
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The LRFP is Dynamic—Regular Updates Will Be Undertaken 
 

Great effort has been made to present accurate financial 
projec ons, based upon the data available at this me. 

Financial plans are only required to be updated in conjunc on 
with every applica on for licence renewal (i.e. every 5 years), 
however, there are many poten al circumstances that could 
occur within the short to medium term that would affect the 
assump ons in the projec ons for opera ng and capital. Council 
priori es, planning policies, changes to service levels, 
consump on projec ons and infrastructure requirements, will 
certainly lead to changes and the LRFP should be adjusted to 
reflect these changes as they occur. 

 

 
 
 

 

 
 

It is well recognized that a Financial Plan is a dynamic document dynamic document 
that should be updated and re‐evaluated, on an ongoing basis to:    

 Amend the assump ons, projec ons and strategies based on 
changes in the municipal environment; 

 Con nue building awareness of the results of projec ons of 
current opera ng and capital spending and funding levels; 

 Assist the City in determining the extent of its financial 
challenges; 

 Reconfirm the key financial goals and strategies that should 
guide future planning; and 

 Spur the development of ac ons in future business plans that 
would respond to the long‐term strategies. 
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Financial Plan Development 
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Financial Analysis 

Asset Renewal/Replacement 

Approximately 40% of the total expenditures for water opera ons 
support the replacement of infrastructure and assets.  Significant 
progress has been made since the last financial plan, with 
increasing contribu ons toward the replacement of aging 
infrastructure.  For example, in 2012, contribu ons toward the 
capital asset replacement program was $0.6 million, compared 
with $0.9 million in 2015. 

The City has approximately $16 million in water assets (based on 
historical costs) and on a replacement cost basis, this is es mated 
to be $61.4 million.  There are currently insufficient transfers to 
the capital program to achieve full lifecycle replacement of these 
assets.  Recommenda ons have been made to support the mely 
replacement of exis ng assets. 

The full cost of managing the City’s water systems has been taken 
into considera on in calcula ng the revenue requirements for the 
supply of water. The approach undertaken in the analysis of 
lifecycle cos ng was to use the PSAB data available from the City 
to develop a replacement schedule based on the useful life and 
es mated replacement cost.  

The City’s assets include approximately 61 kms of water pipelines.  
In addi on, the City has treatment plants, valves, hydrants, 
vehicles/equipment and other machinery and equipment to 
provide water services. 

 

  The following table provides a summary of the water assets.   

 

 

 

 

The annual amor za on provides an es mate of the amount of 
monies that should be annually set aside for the future 
replacement/refurbishment of the exis ng assets.  The annual 
amor za on, based on replacement cost, is es mated to be $1.33 
million.   By 2021, the annual replacement amor za on will be 
$1.5 million. 

The 2015 budget includes $0.8 million available for the 
replacement of capital assets.  As shown below, the annual 
funding gap for the water program is $526,000 based on a 
replacement cos ng.  This will be addressed in the long range 
financial plan to move the City toward financial sustainability 
whereby a gradual increase in the contribu ons will be made 
each year.  In addi on, there is an infrastructure deficit that must 
be addressed. 

 

 
 
 

(000's)

Estimated 
Replacement 

Cost

Estimated 
Replacement 
Amortization

Buildings 5,100$             128$                

Machinery and Equipment 11,200$           752$                

Distribution 45,100$           448$                

Total 61,400$           1,328$             

(000's) 2015 Budget

Available for Capital 802$                

Replacement Amortization Expense 1,328$             

Funding Gap (Replacement Amortization) (526)$               
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U lizing the City’s asset inventory, the es mated capital 
requirements from 2016‐2021 (forecast period of 6 years) based 
on replacement costs and useful life of the assets is $7.5 million to 
support water assets.   

While actual spending will not match the replacement schedule 
iden fied above, it provides a basis upon which to determine 
future spending requirements and to establish the suppor ng 
financial resources to achieve financial sustainability. 

As stated in the KPMG Asset Management System, given the 
inability to directly observe underground infrastructure, condi on 
assessments for water mains were determined based on the 
es mated remaining useful life.   

 
 
 
 
 
 
 
 
 
 
 
 
 
 

Asset Replacement Strategies 

The City of Dryden, like other municipali es in Ontario, has to 
fund programs and services it provides within a limited funding 
framework.  The City must address rising costs and aging 
infrastructure with rela vely flat revenue streams and limited 
ability to modify the services it provides.   

O en overlooked in the budge ng process are the long range 
costs of owning and maintaining the asset (the “full‐life” cycle 
costs).  Policies and plans will assist in managing capital asset 
acquisi on, maintenance, replacement and re rement.   

As was recommended in the last financial plan, the strategy is to 
gradually increase contribu ons to the reserves to develop a 
financially sustainable base upon which assets and infrastructure 
can be replaced on a mely basis.   

Ratepayer affordability must be taken into considera on and 
therefore a phase‐in strategy has been developed to gradually 
move toward a fully funded asset management financial plan to 
address the exis ng backlog and the annual underfunding of the 
capital program.   
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Reserves and Revenue Stability Strategies 

A Reserve is a financial provision or amount that is designated for 
a future purpose that extends beyond the current fiscal year.  
While its balance may vary over the course of a year, the Reserve 
is carried forward from one fiscal year to the next to facilitate 
mul ‐year financial planning.  Reserves can be established to meet 
specific liabili es such as the replacement/acquisi on of capital 
assets or to protect against known risks or unforeseen 
circumstances that may create financial difficul es.   

The purpose for maintaining reserves includes:   

 To provide rate stabiliza on;  

 To provide financing for one‐ me or short term requirements; 

 To make provisions for replacements/renewals/acquisi ons of 
assets/infrastructure that are currently being consumed;  

 To avoid spikes in funding requirements for large capital 
projects by reducing their reliance on long‐term debt 
borrowings;  

 To provide a source of internal financing;  

 To ensure adequate and sustainable cash flows; and 

 To provide financial sustainability. 

 

The City’s Water Reserve is used for rate stabiliza on and capital 
expenditures.  The an cipated balance by the end of 2015 is 
approximately $2.9 million however, the infrastructure backlog is 
in excess of $17 million.   

Deferred maintenance and the mely replacement of assets also 
carries associated health and public safety risks, higher u lity 
consump on and other opera ng costs, and a higher number of 
unforeseen repairs and replacement work.  As such, asset 
management plans take into considera on how assets will be 
replaced and what sources of financing to use.  The following 
summarizes the exis ng policies and strategies: 

 The City will maintain all Water infrastructure in a state of 
good  repair  by  implemen ng  life  cycle  cos ng  and 
providing  adequate  annual  contribu ons  to  the 
replacement  reserves  to  fund  the  future  rehabilita on/
replacement of assets.   

 The City will  target  se ng aside  the annual  amor za on 
based on the replacement cost of assets over  me.   These 
funds  will  be  transferred  to  the  City’s  Water  Capital 
Reserve.  A phase‐in strategy will be implemented.  
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Key Assump ons 
 
The following provides the key assump ons in the Forecast: 

 Expenditure & Revenue Increases—based on: 

 Salary, wage and benefit increase of 2.0% annually; 

 Miscellaneous expenses increase of 2.0% annually; 

 Rate revenue requirement increase of 6.0% annually; 

 Miscellaneous revenues increase of 2.0% annually. 

 

 Capital  Projects—Water Capital Forecast is based on the 
funds available using a phase‐in strategy.  The plan includes 
$7.5 million for water capital expenditures for over the next 
six years (annual average of $1.25 million in capital which is 
approximately equivalent to the replacement amor za on 
expense).  It is noted that the City only approves a one year 
capital budget and adjustments may be required to the 
forecast to reflect Council approved budgets.  

 

 

 

 

 Water Reserve—The opening balance for 2015 Water Reserve 
is based on the year‐end balance for 2014.  Each year the 
annual contribu ons to the Reserve for use in the capital 
program increases un l the annual contribu on is 
approximately equal to the replacement cost amor za on in 
2021.   

 Sources of Financing—Capital Reserves were used as the sole 
source of financing.  No debt is required, based on the exis ng 
reserve contribu ons and the proposed capital plan. 

 Disposals—The forecast assumes no disposals of tangible 
capital assets. 

 Useful Life—Useful life of the assets is based on the Engineer’s 
es mates with respect to the condi on and remaining useful 
life and u lizes informa on contained in the City’s Asset 
Management Strategy. 

 Service  Standards—Water programs are maintained at their 
current service levels.   
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Summary of Opera ng Budget Forecast 
 

The City’s objec ve in establishing the Water rates is to avoid large fluctua ons from year to year and to ensure rates are set at a level to 
adequately cover current opera ng costs, maintain and repair the City’s exis ng asset base and replace assets where appropriate.  The 
following table reflects the forecast rate revenue requirements.   

 
 

2015 2016 2017 2018 2019 2020 2021

REVENUE
Water Sales (2,290,000)$    (2,427,692)$    (2,574,525)$    (2,728,664)$    (2,892,455)$    (3,065,672)$    (3,250,775)$    
Waterworks Misc Revenue (48,000)$         (48,960)$         (49,939)$         (50,938)$         (51,957)$         (52,996)$         (54,056)$         
Total Revenues (2,338,000)$    (2,476,652)$    (2,624,465)$    (2,779,602)$    (2,944,411)$    (3,118,668)$    (3,304,831)$    

OPERATING EXPENDITURES
Salaries/Wages‐Regular 163,573$        166,844$        170,181$        173,585$        177,057$        180,598$        184,210$        
Materials 963,550$        982,821$        1,002,477$     1,022,527$     1,042,978$     1,063,837$     1,085,114$     
Rent and Financials 93,310$           95,176$           97,080$           99,021$           101,002$        103,022$        105,082$        
Allocations 310,500$        316,710$        323,044$        329,505$        336,095$        342,817$        349,673$        
Contracted Services 5,000$             5,100$             5,202$             5,306$             5,412$             5,520$             5,631$             
Operating Expenditures 1,535,933$     1,566,652$     1,597,985$     1,629,944$     1,662,543$     1,695,794$     1,729,710$     

CAPITAL EXPENDITURES
Total Contribution to Capital Program 802,067$        910,000$        1,026,480$     1,149,658$     1,281,868$     1,422,874$     1,575,121$     
Total Expenditures 2,338,000$     2,476,652$     2,624,465$     2,779,602$     2,944,411$     3,118,668$     3,304,831$     
Rate Revenue % change 6.0% 6.0% 6.0% 6.0% 6.0% 6.0%
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Reserves  

The following graph provides the annual contribu ons to the 
reserves to meet the capital program and provide sufficient 
revenue stability.     

 

By 2021, the annual contribu on to the water reserve approaches 
the annual replacement amor za on which is required to fund the 
replacement of exis ng assets.  The contribu ons con nue to 
increase to adjust for infla on and to address the infrastructure 
deficit.   
 
 
 

As shown in the next graph, the reserves balance is rela vely 
stable.   

As shown below, the annual reserve contribu ons will be 
gradually increased and by 2021 will be at the target contribu on. 
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Repor ng Requirements—O.Reg. 453/07 
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Water Financial Plan—O.Reg. 453/07—Introduc on 

The Financial Plan has been prepared in accordance with the regula on (O.Reg. 453/07) made under the Safe Drinking Water Act.    The 
Financial Plan regula on requires that the plans be updated every five years along with the request for the renewal of the drinking water 
licence.  This ongoing update will assist in revisi ng the assump ons made to develop the opera ng and funding plans as well as reassessing 
the needs for capital renewal and major maintenance expenses.  The following provides a summary of the three statements:   

 Statement  of    Financial  Opera ons—This statement summarizes the revenues and expenditures.  The expenditures include ongoing 
opera ng costs plus asset amor za on.  This statement indicates that the system and its asset base are projected to be maintained with 
funds being available each year for future capital renewal or major maintenance.  As shown in the statements of financial opera ons, the 
City is genera ng excess revenues over expenses including amor za on for water throughout the forecast period. 

 Cash Receipts or Gross Cash Payments (Cash Flows) —The cash flow statement summarizes how the water system is expected to generate 
and u lize cash resources.  The transac ons that generate and use cash include the projec on of cash to be received from revenues, cash 
to be used for opera ng expenditures and financing charges, cash projected to be used to acquire capital assets and projected financial 
transac ons that are the proceeds from debt or debt principal repayment.   

 Financial Posi on —Highlights: 

 Net  Financial Assets—An important feature of a water system is its net financial assets.  A posi ve number indicates that the 
system has the resources to deal with future capital and other needs.  A nega ve number indicates that past capital and other 
investments must be financed from future revenues.  Water net financial assets are in a posi ve posi on throughout the forecast.  
No debt was required throughout the term.    

 Tangible Capital Assets  (Net Book Value)  ‐ Water systems have a great deal of resources ed up in tangible capital assets and 
managing these assets is cri cal to maintaining current and future levels of service.  An increase in net book value of tangible 
capital assets is an indica on that assets have been renewed faster than they were used.  A decrease in net book value indicates 
that assets are being used, or amor zed, faster than they are renewed.  The net book value is projected to increase for water 
indica ng that assets are being renewed faster than they are being used, as substan ated in the water capital renewal plan. 

 Accumulated  Surplus—A third financial indicator that is reflected in the financial posi on statement is the accumulated surplus.  
This indicator represents cash on hand plus the net book value of tangible capital assets less debt.  The accumulated surplus is 
forecast to increase from 2015 to 2021.   
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Statement of Financial Opera ons—Water 

 
 

The annual surplus increases from $0.45 million in 2015 to $1.1 million in 2021. 

 

 

2015 2016 2017 2018 2019 2020 2021
Water Total Revenues
Rate Revenues 2,290,000$    2,427,692$    2,574,525$    2,728,664$    2,892,455$    3,065,672$    3,250,775$    
Miscellaneous Revenues 48,000$          48,960$          49,939$          50,938$          51,957$          52,996$          54,056$          
Interest Revenue ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                
Total Revenues 2,338,000$    2,476,652$    2,624,465$    2,779,602$    2,944,411$    3,118,668$    3,304,831$    

Operating Expenses
Salaries, Wages & Benefits 163,573$        166,844$        170,181$        173,585$        177,057$        180,598$        184,210$        
Materials 963,550$        982,821$        1,002,477$    1,022,527$    1,042,978$    1,063,837$    1,085,114$    
Contracted Services 5,000$            5,100$            5,202$            5,306$            5,412$            5,520$            5,631$            
Rent & Financials 93,310$          95,176$          97,080$          99,021$          101,002$        103,022$        105,082$        
Allocation 310,500$        316,710$        323,044$        329,505$        336,095$        342,817$        349,673$        
Total Operating Expenses 1,535,933$    1,566,652$    1,597,985$    1,629,944$    1,662,543$    1,695,794$    1,729,710$    

Debt Charges
Debt Charges ‐ Interest Payments ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                

Amortization Expense
Water Assets 349,000$        351,400$        372,351$        393,302$        414,253$        435,205$        456,156$        

Total Expenses 1,884,933$    1,918,052$    1,970,336$    2,023,247$    2,076,797$    2,130,999$    2,185,866$    

Annual Surplus/(Deficit) 453,067$        558,600$        654,129$        756,355$        867,615$        987,669$        1,118,966$    
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Statement of Cash Flow/Cash Receipts—Water 

 

 

 

2015 2016 2017 2018 2019 2020 2021
Total Revenues 2,338,000$    2,476,652$    2,624,465$    2,779,602$    2,944,411$    3,118,668$    3,304,831$    

Cash Paid For
     Operating Costs 1,535,933$    1,566,652$    1,597,985$    1,629,944$    1,662,543$    1,695,794$    1,729,710$    
     Debt Repayment ‐ Debt Interest ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                
Cash Provided From Operating Transactions 802,067$        910,000$        1,026,480$    1,149,658$    1,281,868$    1,422,874$    1,575,121$    

Capital Transactions
     Acquisition of TCA 144,000$        1,257,068$    1,257,068$    1,257,068$    1,257,068$    1,257,068$    1,257,068$    

Finance Transactions
     Proceeds from Debt Issues
     Debt Repayment ‐ Principal

Increase/(Decrease) in Cash Equivalents 658,067$        (347,068)$      (230,588)$      (107,410)$      24,800$          165,806$        318,053$        

Cash and Cash Equivalents at Beginning Balance 2,164,543$    2,822,610$    2,475,542$    2,244,954$    2,137,544$    2,162,344$    2,328,150$    

Cash and Cash Equivalents at Ending Balance 2,822,610$    2,475,542$    2,244,954$    2,137,544$    2,162,344$    2,328,150$    2,646,204$    
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Statement of Financial Posi on—Water 

 

The accumulated surplus increases from $11.3 million to $16.3 million due to an increase in tangible capital assets.   

 
 
 
 

2015 2016 2017 2018 2019 2020 2021

Financial Assets
     Cash 2,822,610$    2,475,542$    2,244,954$    2,137,544$    2,162,344$    2,328,150$    2,646,204$    

Liabilities
     Debt ‐ Principal Outstanding

Net Financial Assets 2,822,610$    2,475,542$    2,244,954$    2,137,544$    2,162,344$    2,328,150$    2,646,204$    

Non‐Financial Assets

Tangible Capital Assets 8,512,101$    9,417,769$    10,302,486$  11,166,251$  12,009,066$  12,830,929$  13,631,841$  

Accumulated Surplus/Deficit 11,334,711$  11,893,311$  12,547,440$  13,303,795$  14,171,410$  15,159,079$  16,278,045$  

Accumulated Surplus is comprised of the following:
Reserves 2,822,610$    2,475,542$    2,244,954$    2,137,544$    2,162,344$    2,328,150$    2,646,204$    
Investment in Tangible Capital Assets 8,512,101$    9,417,769$    10,302,486$  11,166,251$  12,009,066$  12,830,929$  13,631,841$  
Debt Outstanding ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                ‐$                
Total 11,334,711$  11,893,311$  12,547,440$  13,303,795$  14,171,410$  15,159,079$  16,278,045$  


