Council Information Session
Water and Wastewater Rate Study

TOWN OF GEORGINA
August 14, 2024 HEMSON-



Discussion Topics

» Background and Rate Setting Approach

= Overview of Analysis:
= Projection of Billed Water
= Operating and Capital Cost Projections
= Asset Management Contributions
= Calculated water and wastewater rates
= Reserve Fund management

= Benchmarking and Next steps
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Study Background

= The last Water and Wastewater Rate Study was completed in 2020 with the
view of updating the study in b years.

= Town has initiated an updated study prior to the 5 years mark to respond to
increasing costs, a revised asset management plan and a more robust non-
growth related capital plan to maintain system operations

= A Water Financial Plan is required to maintain the Town’s drinking water
licence

= A 10-year projection of water and wastewater rates will underpin the
Financial Plans.
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Existing Water and Wastewater Rate and Rate

Structure
Fixed Charge per month S4.94 per month
Variable Rate (Residential & Non- $3.10 per m3
Residential)
Fixed Charge per month S4.87 per month
Variable Rate (Residential & Non- $3.39 per m3
Residential)

General Rate Observations:

Rate structure consistent with many
communities across the province

High share of total costs are recovered
from the variable rate

Town has been increasing the fixed
charge at a greater rate than the
variable charge to increase revenue
stability while promoting conservation

= Assumed to continue in this analysis

Town offers an early payment discount
which lowers the rates to qualifying
customers

= Base analysis tests the discontinuance of
the early payment discount
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Asset Replacement Value = $462 Million
» Water = $229 M

Wastewater Valves, Wastewater Pump Stations,
$196,350, 0% $21,848,400, 5%
Maintenance Holes,

Watermains,
$33,767,440, 7%

$123,745,720, 27%

Laterals,
$65,450,000, 14%

Service Connections,
$40,906,250, 9%

l = Sewer = $233 M

= Annual Capital

Asset
Replacement
Water Valves, 1ol
; FoOVISION
Gravity Mains, 325,119,710, 5% p .
$99,996,890, 22% Valve Chambers, e S t | m a te d a t
$3,653,300, 1% _—rr
Forcemains, Hydrants,
$11,521,580, 2% $17,688,160, 4% $7 - 1 mi I I ion p er
Water Pump Stations,  Water Meters, y ear

$10,662,400 , 2% $7,363,125, 2%

Source: 2022 Core AMP and adjusted for inflation to 2024$ using the NRCPI. HEMSON |




Water and Wastewater Rate Setting Approach

FORECAST

WATER CONSUMPTION &
WASTEWATER GENERATION

POPULATION & EMPLOYMENT
GROWTH FORECAST

CAPITAL ASSET LIFECYCLE

REPAIR & REPLACEMENT OF
EXISTING ASSETS

PROVISION TO RESERVES

WATER AND WASTEWATER FLOW
FORECAST

I

EXPENDI

TURES

OPERATING FORECAST

FOR FUTURE REPAIR &
REPLACEMENT OF EXISTING
ASSETS

CAPITAL FORECAST
(Growth and Non-Growth)

NON-USER RATE REVENUES

NON-USER RATE REVENUES
(Penalties, connection fees etc.)

DEV CHARGES/ GRANTS /
DEV CONTRIBUTION

NET FUNDING REQUIREMENT

WATER CONSUMPTION/ WASTEWATER

GENERATION & USER PROFILE

WATER RATES

WASTEWATER RATES

1.

Full recovery of
operating costs

Full recovery of
annual capital
needs

Contribution to
Reserve for
future asset
replacement
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Summary of Billed Water Consumption (m3)

3,000,000 = General decline in

- billable flow since
2,500,000 \’\/\/\/ 2010

2,000,000 = Uptick in flow
during the

1,500,000 pandemm

1,000,000 = Billable flows in

short-term are
expected to
500,000 moderate (from
pandemic levels)
and increase
modestly over the

2010 2011 2012 2013 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 o 5
planning period

e Historical Forecast

Source: Town data based on historical metered consumption
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Operating Budget Forecast — Water (V(2)

$16,000,000
= Forecast based
$14,000,000 $13,423,000 on 2024b u_dget
§12,622,000° >016:000 and preliminary
$12,000,000 $11,323,000 $11,289,000 inouts
$10,505,000 P
$10,000,000 $9,157,000
65,000,000 = Key drivers for
INCreases:
$6,000,000 - (YDSSE[)SU rchasmg
= Salary and
54,000,000 contractual
service cost
$2,000,000 INCreases
= New debt
- I I l . . ] [] [] [] = QOperational
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 initiatives

mmmm Annual Operating Expenditures Regional Charges Debt

Note 1: Represents gross operating costs. ,
7 Note 2: Existing debt related to the willow beach debenture would receive connection charge revenues to offset the debt. HEMSON |
]

Those revenues are not reflected on this chart




Operating Budget Forecast - Wastewater (V)2

$14,000,000
s12515.000 I8 Forecast based
611767 000 12135000 " on 2024 budget
$12,000,000 $11,335,000 and pre limina ry
$10,682,000 $10,990,000
$10,207,000 $10:519,000 59,943 000 S L0:400:000 7 2025 budget
$10,000,000  $9,454,000 - Inputs
$8,000,000
= Key Drivers for
$6,000,000 INCreases.
= YR Treatment
Costs
$4,000,000 . Salary and
contractual
$2,000,000 service cost
INCreases
] ] = New debt
$_ — | | | | | | | | .
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 . th¢r?_t'0na|
mmmm Annual Operating Expenditures Regional Charges Debt Initiatives

Note 1: Represents gross operating costs.
Note 2: Existing debt related to the willow beach debenture would receive connection charge revenues to offset the debt. ‘
8 Those revenues are not reflected on this chart HEMSON |
]




Non-Growth Related Capital Forecast Water:

Totals $27.7 million to 2034

$8,000,000
$6,000,000

$4,000,000

o I I I I I I
N l - . —

$(2,000,000)

$(4,000,000)

$(6,000,000)

$(8,000,000)
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033

B Non-Growth Capital Water Rate Reserves # Debt Financing - Metering Program B Debt Financing - Other Projects

Note 1: Capital Forecast is inflated to the $ year in which the work is being undertaken
Note 2: Includes the non-growth share of growth-related capital infrastructure requirements
Note 3: 10-year capital plan supplemented with additional capital initiatives

2034

Significant
expenditures in the
short-term

= $8.3 Million (20249%) in debt
financing to help offset capital

Advanced Meter

Replacement Program
included ($4.0M over 3
years starting in 2025)

] Assumed to be debt financed
and in addition to the debt
required for other new projects

Additional capital
initiatives included
=  $850k over the period
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Non-Growth Related Capital Forecast Wastewater:
Totals $13.0 million to 2034

$3,000,000 = QOverall, steady level
of annual capital
expenditure over the
planning period

$1,000,000
. l I = About $1.7 million in
- debt financing is

required to help
smooth reserves in
$(1,000,000) - 2025/2026

$2,000,000

$(2,000,000)
= Additional capital
initiatives included

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034 = $1.2M over the period

$(3,000,000)

H Non-Growth Capital WW Rate Reserves W Debt Financing

Note 1: Capital Forecast is inflated to the $§ year in which the work is being undertaken
Note 2: Includes the non-growth share of growth-related capital infrastructure requirements
10 Note 3: 10-year capital plan supplemented with additional capital initiatives
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Net Rate Funding Need

$20,000,000

$18,000,000

$16,000,000

$14,000,000

$12,000,000

$10,000,000

$8,000,000

$6,000,000

$4,000,000

$2,000,000

$-

11

2024

2025

2026 2027 2028

m Net Rate Funding Need Water

2029 2030 2031

Net Rate Funding Need Wastewater

2032

2033

2034
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Reserve Fund Contributions vs.
Asset Management Needs

Water

$7,000,000

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

$-

- Asset Management Contribution

Note: Asset Management contribution based on 2022 Core AMP and adjusted for inflation to 2024$ using the NRCPI.

//

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Town Capital Contribution

12 3% annual inflation adjustment thereafter

Wastewater

$7,000,000

$6,000,000

$5,000,000

$4,000,000

$3,000,000

$2,000,000

$1,000,000

$-

- Asset Management Contribution

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

Town Capital Contribution
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Annual Rate Impact per Typical Metered Household
(165m3 per year)

$2,500 4% average
5% average annual increase
annual increase 41,997 $2,075
$2,000 9% average $1.851 $1,923 ’
annual increase $1,776 .
$1,546
$1,500 $1,417
$1,296
$1,189
$1,000
. . I I I I I I I I
$_
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
m Water Wastewater
| 2025 | 2026 | 2027 | 2028 | 2029 | 2030 | 2031 | 2032 | 2033 | 2034 _
E Fixed 17.0% 17.0% 17.0% 15.0% 10.0% 10.0% 10.0% 5.0% 5.0% 5.0%
<C
3 Variable 12.5% 12.5% 12.5% 5.0% 5.0% 3.5% 3.5% 3.5% 3.5% 3.5%
Fixed 15.0% 15.0% 10.0% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5% 7.5%

Variable 4.5% 4.5% 4.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5% 3.5%




Year-End Reserve Fund Balances

$30,000,000
$25,000,000 *Reserve funds begin to accumulate in the latter .
end of the planning period as some existing debt P
payments comes offline and immediate short-term L7
$20.000.000 capital pressures are stabilized s
e /
/
/
/
$15,000,000 /
e
$10,000,000
$5,000,000 -
- -
- - - - -
$,
2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034
—\[\/ater Wastewater «= == Combined
HEMSON
|
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Annual Impact per Typical Metered Household
Option Comparison

$2,500

Option 2 requires on average an additional $10 per annum
per typical HH to maintain the same reserve fund as Option
1 with the early payment discount maintained.

$2,000
5 Year Cost = $705,000

10 Year Cost = $1.5 Million¥
$1,500
$1,000
$500
5

2024 2025 2026 2027 2028 2029 2030 2031 2032 2033 2034

m Option 1 (Early Payment Discount Discontinued) Option 2 (Early Payment Discount Maintained)

Note 1: Estimated based on 2024 budget plus inflation each year
15 HEMSON |
]




Household Bill Rate Comparison (165m3 per year)®

Bracebridge
Kawartha Lakes
Springwater

East Gwillimbury
King

Georgina - Calculated (2025)
Newmarket

Innisfil

Woolwich

Georgina - Current
Wilmot

Lincoln

Grimsby
Whitchurch-Stoufville

Aurora
Durham
$- $500.00
Source: Based on survey of municipal websites.

16 Note 1: Rates in force as of January 1t 2024 and includes both water and wastewater services (excludes dedicated stormwater

fees)

Wastewater

$2,500.00
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Concluding Comments

Annual increases to the utility rates are needed to support capital needs and
operating costs of the system

Extensive capital works required over the planning period

= Debt financing measures and use of reserves need to be carefully monitored to ensure
sustainable reserve levels and self imposed (or provincially mandated) debt limitations
are not exceeded

In an effort to manage cost pressures, the Town can consider the
discontinuation of the early payment discount

Rates remain competitive with surrounding municipalities
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