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The RegionalMunicipality of Halton

Report To:

Regional Chair and Members of Regional Council

From:

Mark Scinocca, Commissioner, Finance and Regional Treasurer
Jim Harnum, Commissioner, Public Works

Date:

March 27, 2019

Report No.-Re:

FN-11-19/PW-05-19 - Drinking Water System Financial Plan for
Halton Region in Accordance with the Ministry of the Environment,
Conservation and Parks' Municipal Drinking Water Licensing
Program

RECOMMENDATION
1. THAT Regional Council approve the Drinking Water System Financial Plan for
Halton Region, as outlined in Attachment #1 to Report No. FN-11-19/PW-05-19 re:
“Drinking Water System Financial Plan for Halton Region in Accordance with the
Ministry of the Environment, Conservation and Parks’ Municipal Drinking Water
Licensing Program”, as a requirement of O. Reg. 453/07 made under the Safe
Drinking Water Act, 2002.
2. THAT the Regional Clerk forward a copy of Report No. FN-11-19/PW-05-19 to the
Ministry of Municipal Affairs and Housing in accordance with O. Reg. 453/07 made
under the Safe Drinking Water Act, 2002.
REPORT
Executive Summary
The purpose of this report is to seek Council’s approval of the Drinking Water System
Financial Plan (‘financial plan’) for Halton Region’s drinking water systems, which is
required as part of the Ministry of the Environment, Conservation and Parks’ (MECP)
Municipal Drinking Water Licensing Program pursuant to O. Reg. 453/07 under the Safe
Drinking Water Act, 2002, and as a condition of Halton Region’s Municipal Drinking
Water Licences for the Acton, Campbellville, Georgetown and South Halton Drinking
Water Systems.
Background
The MECP introduced a Municipal Drinking Water Licensing Program under the Safe
Drinking Water Act, 2002. This legislation was created as a result of a recommendation
by Justice O’Connor’s Part II Report of the Walkerton Inquiry. In Report No. PPW84-08,
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re: “New Drinking Water Licensing Program and Drinking Water Quality Management
Standard”, Council was advised that the preparation of a financial plan for the water
system was a new licensing requirement. All Municipal Drinking Water Systems in the
province of Ontario must be licensed by the MECP.
The Region received the inaugural editions of licences for the Acton, Campbellville,
Georgetown and South Halton Drinking Water Systems in 2009. In 2010, the Region
completed the first 10-year Drinking Water System Financial Plan which was approved by
Council in Report No. PW-48-10/CS-47-10 re: “Drinking Water System Financial Plan for
Halton Region in Accordance with the Ministry of the Environment's Drinking Water
Licensing Program.”
Licences are valid for 5 years as long as municipalities maintain status as (or employ) an
accredited operating authority, prepare and approve a financial plan, have a valid permit
to take water, have an operational plan and operate the drinking water systems in
accordance with the conditions in the licence. In 2014, the Region successfully renewed
the licences and the next renewal applications were due to be submitted in November
and December 2018. In early 2018, the Region approached the MECP to advise them of
the municipal election on October 22, 2018. The MECP agreed that the Region’s
applications would be accepted without resolution of Council approving the financial plan
provided that the Region state the date, within the application review window, when the
resolution of Council would be submitted. The Council date stated was March 27, 2019.
It is anticipated that the licences for 2019-2024 will be issued by the MECP prior to June
2019 upon the Region meeting the legislative requirements associated with the financial
plan as prescribed in Ontario Regulation 453/07.
As licences come due for renewal, municipalities must ensure that the current approved
financial plan meets the requirements of the legislation for the forecasted period. If the
current version of the financial plan does not meet the requirements, a new financial plan
must be prepared and approved and validation of the financial plan approval is part of the
submission package to the MECP.
Section 3 of O. Reg. 453/07 sets out a number of requirements for the financial plan,
including:
• The financial plan must be approved by resolution of Council;
• The financial plan must apply to a forecasted period of at least six years;
• The financial plan must include projected financial operations, present the financial
position, and outline the cash flows by year;
• The financial plan must be made available to the public without charge;
• Notice of the availability of the financial plan is to be given to the public; and
• A copy of the financial plan must be submitted to the Ministry of Municipal Affairs
and Housing.
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The financial plan required under the legislation consists of the following:
• Statement of Financial Position;
• Statement of Operations; and
• Statement of Cash Flow.
The Region retained Watson & Associates Economists Ltd. to prepare the Drinking Water
System Financial Plan as part of the submission requirements for the purposes of
obtaining a municipal drinking water licence as per the Safe Drinking Water Act, 2002.
The financial plan was prepared based on Halton Region’s Council approved 2018
Budget and Business Plan, Halton Region’s 2017 consolidated financial statements and
Public Works capital assets ledger.
To meet the regulated requirements, it was required to restate the Council approved
2018 budget and 10-year forecast to be consistent with the requirements for financial
statement presentation as set out in section PS1200 of the Canadian Institute of
Chartered Accountants (CICA) Public Sector Accounting Handbook and with PS3150
accounting for tangible capital assets.
The preparation of the financial plan also requires the allocation of asset and liability
account balances which are maintained at a corporate level and not normally attributed to
individual services. The legislation also requires a minimum six-year projection of the
Statement of Financial Position which is not a common financial reporting practice.
Attachment #1 to this report contains a 10-year financial plan from 2018-2027 that meets
the requirements of the drinking water licence and O. Reg. 453/07.
Upon Council approval of Report No. FN-11-19/PW-05-19, a copy of the approved
financial plan will be sent to the Ministry of Municipal Affairs and Housing, satisfying the
Region’s licensing and regulatory requirements.
Discussion
Drinking Water System Financial Plan
The “Statement of Financial Position” is the balance sheet in municipal reporting and
provides information that describes the assets, liabilities, and accumulated surplus of the
Region’s water system. As the “Statement of Financial Position” presents in Attachment
#1, at the end of 2018, the Region’s water system will be in a positive net financial asset
position of over $85.3 million. Net financial assets is projected to grow to over $207.4
million by the end of 2027. The trend of increasing net financial assets is a result of the
Region continuing with a pay-as-you-go financing strategy for its State-of-Good-Repair
capital program, translating to a lower proportion of debt financing for capital purchases
and lesser utilization of debentures. The Region utilizes reserves and debt in the
financing of the State-of-Good-Repair capital program for existing infrastructure.
Reserves are a key component of the financial plan and are used to support the Region’s
pay-as-you-go approach for recurring lifecycle requirements. Debt financing is used for
significant upgrade and rehabilitation initiatives to ensure the operating impact of the
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investment remains smooth and to match revenue recovery from tax and rate payers with
the benefit of the infrastructure. The 2018 Budget and Business Plan continues to include
increasing operating contributions to reserves over the forecast period in order to provide
sustainable investment for the growing of assets and to move forward with the pay-asyou-go financing strategy for the state of good repair capital program, while reducing
reliance on debt.
Another important indicator on the “Statement of Financial Position” is the tangible capital
asset balance. The “Statement of Financial Position” shows the Region’s tangible capital
water assets are expected to increase by approximately $665.0 million over the 10-year
forecast period, which includes assets contributed by developers. The capital program
identifies the significant investments in infrastructure that are required to appropriately
maintain and replace the Region’s existing infrastructure assets (State-of-Good-Repair)
and expand the infrastructure to meet the requirements of the growing community
(Development). Similar to other growing municipalities, the 2018 accumulated surplus on
the “Statement of Financial Position” of $1.689 billion reflects significant investment in
water infrastructure, water treatment plants, distribution systems and associated works.
The “Statement of Operations” summarizes the revenues and operating expenses of the
water systems for a given period. Net revenues measure whether the revenues
generated were sufficient to cover the operating expenses incurred and are used to fund
tangible capital asset acquisitions, reserve/reserve fund transfers and debt principal
payments. The “Statement of Operations” shows positive net revenues throughout the
10-year forecast driven by operating contributions required to fund the State-of-GoodRepair capital program under a pay-as-you-go strategy as noted above.
The “Statement of Cash Flow” summarizes how the water systems are expected to
generate and use cash resources during the planning period. This statement shows
reasonably consistent cash balances throughout the forecast and therefore does not
indicate any cash flow concerns for the water system.
As reflected in the Region’s 10-year budget forecast this financial plan confirms that the
Region’s water system is expected to operate with the appropriate financial resources
over the next 10 years.

4

FINANCIAL/PROGRAM IMPLICATIONS
The cost of preparing of Halton Region’s Drinking Water Financial Plan is included in the
rate supported operating budget and as such, there are no financial implications arising
from this report.
Respectfully submitted,

Cyndy Winslow
Director, Financial Services and Payroll

Mark Scinocca
Commissioner,
Treasurer

Finance

and

Jim Harnum
Regional Commissioner, Public Works

Approved by

Jane MacCaskill
Chief Administrative Officer

If you have any questions on the content of this report,
please contact:

Attachments:

Cyndy Winslow

Attachment #1: Statement of Financial Position: Water Services
Statement of Operations: Water Services
Statement of Cash Flow: Water Services
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Tel. # 7048

Attachment 1
FN-11-19 / PW-05-19

1

Attachment 1
FN-11-19 / PW-05-19

2

Attachment 1
FN-11-19 / PW-05-19

3

