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Background Informafion and Study

Objectives

« The Municipality has increased water and sewer rates generally in
accordance with the rates outlined in the 2015 Rate Study

« Municipality is required to renew their drinking water license
before May 2020

— A Water Financial Plan (O.Reg 453/07) to support the renewdal
application will need to be prepared

* Municipal systems are generally in good fiscal standing

— To start 2020, reserve balances are $8.7 million for Kincardine Water and $5.9
million for Wastewater.

— Tiverton water system reserve ($227k) is constrained due to limited serviced
population
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Background Informafion and Study

Objectives

* Municipality has identified a fairly significant
long-term capital plan for Kincardine and
Tiverton Water and the Wastewater system

« Hemson to explore rate structure alternatives®:

1. Status Quo: Maintain separate rates for Kincardine and
Tiverton water systems

2. Harmonized Water Structure: Combine Kincardine and
Tiverton info one water rate

*No change to wastewater system rate structure under either option
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2020 Monthly Water and

Sewer Rates:

Description Rate (monthly) DEEIE Rate (monthly)
Metered Accounts $41.39
19mm $ 33.14
25 63.71 . .
mm > 2. Water Consumption Charge (Tiverton)
38mm $ 127.42
50mm $ 203.90 Description Rate (per m3)
75mm S 382.28 All consumption $1.15
100mm $ 637.14
150mm $ 1,274.29
2. Water Consumption Charge (Kincardine)
o Description Rate (monthly)
Description Rate (per m?)
Residential $35.24
All consumption $0.93

Apartments of 3+ Units $28.15

Commercial/Industrial $35.24
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Summary of Water and Wastewater

INnfrastructure

Wastewater Inventory Replacement
Value

Water Inventory Replacement Value

Other,

Manholes, $0.91 M, 2%

$4.73 M, 10%

Water
. Tower,
$1.92 M,

- / 4%
’Curbstop,
$1.79 M, 3%
Valves, $1.59

M, 3%

Hydrants,
Other, $0.56 M, $1.31 M, 3%
1%

Water = $48.7 Million Water = $52.5 Million

Infrastructure Value Summary

Net Book Value (2018 FIR) $42.48 million

Replacement Value $101.28 million
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RATE SETTING AND FINANCIAL
ANALYSIS

HEMSON




Rate Setting Approach

WATER CONSUMPTION &
WASTEWATER
GENERATION FORECAST

POPULATION & EMPLOYMENT
GROWTH FORECAST

WATER AND WASTEWATER
FLOW
FORECAST
1
I ]
CAPITAL ASSET LIFECYCLE EXPENDITURES NON-USER RATE REVENUES

OPERATING FORECAST |f=——=————- NON-U.SER RATE REVENUES
(Penalties, connection fees etc)

PROVISION TO RESERVES R CAPITAL FORECAST DEV CHARGES/ GRANTS /
REPAIR & REPLACEMENT FOR FUTURE REPAIR & > (Growth and Non-Growth) [~~~ —~~"7 DEV CONTRIBUTION
OF EXISTING ASSETS REPLACEMENT OF
EXISTING ASSETS

NET FUNDING REQUIREMENT

WATER CONSUMPTION/ WASTEWATER
GENERATION & USER PROFILE

I ]
WATER RATES WASTEWATER RATES
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Rate Setting Approach

« Rates calculated based on the following:

1. Full recovery of operating costs
—Based on the Municipality’s 2019 and 2020 budgets

— Costs have been adjusted to account for inflation

2. Fullrecovery of annual capital needs

—In-year capital requirements identified by the 10-year
capital plan and discussions with staff

—Financing costs required to carry out the capital plan
have been included (where applicable)

—Only non-growth related costs have been included

3. Provision for future asset replacement
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Future Demand

« Forecast of new connections primarily based on
historical assumptions and data from staff

« About 360 new equivalent connections over
the planning period

2019 2029
Year-end Projected

Total # Equivalent
Kincardine Water 4311 4,642
Connections

Total # Equivalent Tiverton
Water Connections 371 401

Includes both new residential and non-residential connections
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Projected Consumption
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=== Kincardine Consumption === Tiverton Consumption

Note 1: Based on municipal consumption data
*2017 consumption may be skewed as a result of standpipe issue

Excludes Huron-Kinloss Consumption
HEMSON

Analysis
assumes
consumption
remains steady
over the
forecast period

Only water
billed to the
end-user is
considered (not
plant
production)



Water & Sewer
Rate Structure Analysis

Accounts Basis of Fee

Water/Sewer

Fixed Fee: $/per month Fee levied regardless of the amount of
water consumed

Water — levied as a fixed fee relative
to the meter size

Sewer - Levied as a fixed fee per unit

Variable Rate: $/per m3 Fee levied on the amount of water
consumed

Levied as a cost per cubic metre
consumed

Sewer not subject to a variable rate
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How much Revenue Needs to be

Collected from Kincardine Water Rates?¢

UTV Disinfection and

$8,000 Queen Street
%) ’ .
i Watermain
a Watermain
2 56,000 replacement and
= meter replacement
rogram
$4,000 prog
$2,000 - ﬂ -H . ﬁ_ H- ﬂ —l
S0 . T I T . T l T . T ! . T I ._‘
-$2,000 I
-$4,000
-$6,000
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
mmmmm Operating Expenditues Annual Debenture Payments mmmmm Capital (non-growth)
mm Contributions to/(from) Reserve B Non-User Rate Revenue mmmm Debt Finance for New Capital

= X = Net Rate Funding Requirement

Note 1: The net rate funding requirement represents the amount of funds that must be funded through the water rates
Note 2: Non-user rate revenues are budget items which decrease the net operating budget but are not recovered
through the user rates (i.e. interest and penalties, leases, Huron Kinloss Water Charges, etc.)

HEMSON 11




How much Revenue Needs to be

Collected from Tiverton Water Rates?¢

. 31,500
=
§ Briar Hill Well #1
8 Replacement and Arsenic
" $1,000 Treatment for Dent Well
. B B
B . - —--
S0 . . Y I Y . r . r . r . r . r l
-$500
-$1,000
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
mmmmm Operating Expenditues Annual Debenture Payments mmmmm Capital (non-growth)
mmmm Contributions to/(from) Reserve mmmmm Non-User Rate Revenue mmmmm Debt Finance for New Capital

— X = Net Rate Funding Requirement

Note 1: The net rate funding requirement represents the amount of funds that must be funded through the water rates
Note 2: Non-user rate revenues are budget items which decrease the net operating budget but are not recovered
through the user rates (i.e. interest and penalties, leases, etc.)
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How much Revenue Needs to be

Collected from Sewer Rates?e

. $15,000
©
5
@ Park Street Pump
° .
Station
£ $10,000 Huron Terrace work
and KWWTP Aeration
Upgrades
$5,000
- --- ccwm---PH- - P8 - pm---EE---EN
$0 I T T - T - T - T . T - T - T E
l
-$5,000 I
-$10,000
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029
mmmmm Operating Expenditues Annual Debenture Payments I Capital (non-growth)
mmmmm Contributions to/(from) Reserve mmmmm Non-User Rate Revenue mmmm Debt Finance for New Capital

= % =Net Rate Funding Requirement

Note 1 : The net rate funding requirement represents the amount of funds that must be funded through the sewer rates
Note 2. Non-user rate revenues are budget items which decrease the net operating budget but are not recovered through the
Kincardine user rates ( interest and penalties, Huron-Kinloss, BEC/Iverhuron Park Sewer etc.)
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RATE RESULTS AND IMPACT PER
USER
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1. Status Quo
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Status Quo: Typical Annual

Kincardine Household Charge (1)

$1,200

$1.081 $1,108 $1,135

$1,031 $1,056

. . 2.4% or

2.4% or
0 4% 2.4% or $26 $27
$600 4% or 26
2.4% or $25 $

$24

$1,007

$1,000

$800

$400

$200

$0
2020 2021 2022 2023 2024 2025

u Water Wastewater

Note 1: Typical Household consuming 200m? per year.

Water Rates (Kincardine) are calculated to increase at a rate of 2% per annum (fixed and variable)
Sewer charges are calculated to increase at a rate of 3% per annum
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Status Quo: Typical Annual Tiverton

Household Charge (1)

$1,800
$1,583
$1.600 $1,483
" $1,390
1,304
1,400 )
L $1,224
$1,150
$1,200
$1,000
800 6.7% or
¥ 6.7% or $1(0)0
$600 6.6% or $93
6.5% or $86
6.5% or $80
$400 $74
$200
$0
2020 2021 2022 2023 2024 2025

m Water Wastewater
Note 1: Typical Household consuming 200m? per year.

Water Rates (Tiverton) are calculated to increase at a rate of 8.5% per annum (fixed and variable)
Sewer charges are calculated to increase at a rate of 3% per annum
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Summary of Projected Year-end

Reserve Fund Balances

$14,000,000 i

$12,000,000
$10,000,000

$8,000,000 \

$6,000,000

$4,000,000

$2,000,000

-$2,000,000 :
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029

== Kincardine Water Tiverton Water  e====Sewer (all systems)

*Note: After 2026, Kincardine Water and Sewer reserves accumulate at a faster pace because capital
priorities may not be fully identified and additional capital costs may be required as needed
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2. Harmonized Rate Structure
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2020 Typical HH Rate Comparison:

$1,400

$1,200

$1,000

$800

$600

$400

$200

$0

Status Quo vs. Harmonized

$1,150
$1,007 »1,018
($132) or 11.5%
511 r 1.1%)
Kincardine (Status Quo) Harmonized Structure Tiverton (Status Quo)
Wastewater B Water
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Option 2: Harmonized Rate Structure

Typical Household Charge (!

$1,400.00

$1,139 $1,171
$1,200.00 $1.077 $1,107

$1.018 $1,047

$1,000.00 1 t
$800.00 . .
2.9% or

$600.00 2.9% or
2.9% or $32 $33
2 9% or 2.9% or $31
$400.00 $29 $30
$200.00
$0.00
2020 2021 2022 2023 2024 2025

m Water Wastewater

Total Charges illustrated are annual and includes water and wastewater.

Note 1: Typical Household consuming 200m? per year.
Water Rates are calculated to increase at a rate of 2.75% per annum (fixed and variable)
Sewer charges are calculated to increase at a rate of 3% per annum
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Long-Term Rate Outlook:

Status Quo vs. Harmonized Structure

$2,500 $2,500

Tiverton System :

" of $755/year by

2029

$2,000

Kincardine System:

‘tof S62/year by
2029

Status Quo Structure - total Cost
||
||
||
I

Harmonized SystemfStructure - Total Cost

$1,500 I
$1,000
Overall, the impact is
7500 minimized for
Kincardine while
. . significant savings are
0 0 .
2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 reallzed fOF the

mmmm Kincardine - Status Quo mmmm Tiverton - Status Quo Harmonized System T|Ve rton area over th e
Total Charges illustrated are annual and includes water and wastewater. Iong—term

$500

Note 1: Typical Household consuming 200m? per year.
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Summary of Harmonized Rate

Results

Avoids significant water rate increases required in
the Tiverton service area to fund capital

Modest incregse to Kincardine water users to offset
reduction to Tiverton users (from current)

Maintains positive water reserve fund balances
without significant rate increases

Overall, full cost of providing services is consistent
under both Status Quo and Harmonized Rate
Structure
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Benchmarking Analysis:

Cost per Typical Household (200 m?3)
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Note: As of December 2019, represents 2020 rates
Includes water and wastewater
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Next Steps

« Refine analysis as required

* Prepare Water Financial Plan consistent with SDWA
and O.Reg 453/07 to support license renewdal
application

« Rates to come into force January 1 2021
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