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Clarington, Attachment #1, be adopted to comply with funding agreements and eligibility
for funding from other orders of government and to be used as an informing document
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management strategy.
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Report Overview

1. There are many drivers currently in the Municipal context requiring the

development of a comprehensive asset management plan for municipalities
including Federal Gas Tax Funding, Provincial grant opportunities and
compliance with various provincial statutes, as well as evolving financial best
practices, proposed legislation and long term financial planning for improved
outcomes. This report seeks to obtain Council adoption of a comprehensive
Asset Management Plan (AMP) for both the purposes of complying with new
and evolving legislative and grant funding requirements, as well as moving
Clarington forward on enhancing its Capital budget policies and practices.
Scenario #3 is recommended. This financial strategy funds the infrastructure
deficit of $92 million over the next 20 years. All scenarios presented require
utilizing debt to fill the funding gap. Our recommendation of Scenario #3 results
in the lowest amount of new debt while still funding all forecasted asset
replacements. This scenario requires to continue the Municipality’s tax levy
increase to capital of 2% for the first 10 years and 1% for the following 10 years.

11

1.2

1.3

Background

In 2012, as part of the Municipal Infrastructure Strategy, the Province through the Ministry
of Infrastructure, released Building Together: Guide for Municipal Asset Management
Plans. This guide provides the required components of municipal asset management
plans in order to ensure eligibility for various current and future funding opportunities. In
2016, the Province announced the expansion of the Ontario Community Infrastructure
Fund and indicated “As more infrastructure funding becomes available, asset
management plans to prioritize investments will be critical.”

The Infrastructure for Jobs and Prosperity Act, 2015 was proclaimed on May 1, 2016.
This legislation makes infrastructure planning a foundational component of provincial and
broader public sector practices and permits the government to issue regulations related
to municipal asset management planning. A prototype regulation has been drafted and
comments submitted by various municipal associations and individual municipalities,
including Clarington, on this matter. A regulation is pending.

Pursuant to our most recent agreement between the Municipality and the Association of
Municipalities of Ontario to participate in the Federal Gas Tax Fund (By-law No. 2014-
052), the requirements include the following “the recipient will develop and implement an
Asset Management Plan prior to December 31, 2016”. This date was informally extended
providing municipalities could establish that work was clearly underway to have an AMP
approved by Council in 2017. The second component states that “On a date and in a
manner to be determined by AMO, the Recipient will provide a report to AMO
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2.1

2.2

2.3

demonstrating that Asset Management Plans are being used to guide infrastructure
planning and investment decisions and how Funds are being used to address priority
projects.”

Clarington’s Asset Management Plan

Current Plan

In order to comply with previous funding requirements, Clarington Council adopted an
AMP for Roads and Bridges only in December 2013 through report FND-020-13.
Updated requirements now include all asset categories and would now pick up additional
categories including such items as fleet, buildings, parks, storm sewers, among others.
This is what is referred to as a Comprehensive AMP.

Comprehensive AMP

Attachment #1 (under separate cover) meets all the requirements of the “Building
Together” guide from the Province for the municipality. Clarington staff from all
departments that have oversight of municipal assets have been consulted at various
stages and have been an integral part in the development of the plan, particularly the
state of local infrastructure component, asset management strategy component and the
level of service component. There is a significant amount of detail in the attached AMP
and it includes references to a number of major policies and studies undertaken over the
last couple of years including the Official Plan, the Transportation Master Plan and the
Indoor Facilities Development Strategy.

There are three (3) major pieces of work that remain part of the next steps in the AMP
process.

2.3.1 Firstly, a number of current practices have been incorporated into the
assumptions for this version of the AMP. This includes such things as debt and
reserve fund financing. It is the intention that these practices be codified into
Council adopted policies in the coming year. Once Council has adopted the
policies, any changes from the current practice will be incorporated into the next
version of the AMP.

2.3.2  Secondly, this version of the AMP does not include future growth related
projects. As Council is aware, effective January 1, 2016, any new development
charges background studies are now required to include an asset management
plan dealing with all assets whose capital costs are proposed to be funded under
the by-law. That will be a project to be undertaken in preparation for the
Development Charges By-law update.
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2.3.3 Finally, as noted above, the Province is developing a new asset management
regulation. This regulation is proposed to include a mandatory strategic asset
management policy to be approved by Council that will include items such as
linkages between asset management plans to long term municipal goals,
budgeting and long term financial planning, risk management around disaster
planning, accessibility, climate change adaptation, land use planning, lifecycle
costing and asset management plan renewals and updates. We will be
monitoring the status of the development of the regulation and reporting to
Council once the clear requirements are available.

2.4 Scenario #3 is recommended. All three (3) scenarios reflect the continuation of Council’s
commitment to an ongoing funding philosophy through the annual budget process.
Council has dedicated in excess of a 1% annual tax levy increase to Capital on average
over the last 10 years. All scenarios incorporate funding the infrastructure deficit in its
entirety over 20 years. This is very proactive. Clarington is in a strong position here as
we have also used very conservative assumptions in the determination of the
infrastructure deficit. Scenario #3 is primarily recommended as it has the lowest
utilization of debt. At its peak, only 40% of the current debt capacity is utilized over the
next 20 years. Scenario #2 utilizes 45% of the current debt capacity and Scenario #1
utilizes 55% of the current debt capacity. Scenario #2 is also a very feasible option for
Council to consider.

3. Concurrence

Most departments have been consulted and provided valuable input and advice.

4. Conclusion

It is respectfully recommended that the Comprehensive Asset Management Plan for the
Municipality of Clarington, Attachment #1 (distributed at September 12, 2017 Special
General Government Committee meeting) be adopted to comply with funding agreements
and eligibility for funding from other orders of government and to be used as an informing
document for future capital budget processes. An accessible version of the AMP is under
development.

5. Strategic Plan Application

The recommendations contained in this report conform to the Strategic Plan.



Municipality of Clarington

Report FND-014-17 Page 5
Submitted by: @% Reviewed by: W‘_\
Nancy Taylor, BBA, CPA, CA Andrew C. Allison B.Comm, LL.B
Director of Finance/Treasurer CAO

Staff Contact: Nancy Taylor, Director of Finance/Treasurer, 905-623-3379 ext 2602 or
ntaylor@clarington.net and Erika Watson, Capital Asset Manager, 905-623-3379 ext 2607 or
ewatson@clarington.net

There are no interested parties to be notified of Council's decision.

Attachment 1 — 2017 Asset Management Plan (provided at September 12, 2017 GGC)
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1.0 Executive Summary

This Asset Management Plan (AMP) is the first comprehensive plan for the Municipality of
Clarington. It is assembled from multiple sources, databases and studies. The AMP will
support the management of the Municipality’s infrastructure portfolio now and into the future
thereby sustaining service delivery for our citizens. The Plan is a living document that is

intended to meet provincial requirements and improve over time.

The estimated replacement value of the

Municipality of Clarington’s assets, in 2016

dollars, is approximately $756 million. The

cost per household for the infrastructure

portfolio is $22,683, based on 33,328

households. The estimated infrastructure

deficit based on December 31, 2015 is

approximately $92 million for all assets or 12% of the replacement value. This report is based
on the audited year end 2015 as 2016 was not complete at the time of developing this
strategy. In comparison, for the roads and bridges only in the 2012 AMP, the infrastructure

deficit was approximately $78 million, or 14% of the replacement value of the assets.

The AMP recommends that the Municipality’s infrastructure deficit be spread evenly over the
next 20 years with a 2% tax levy increase for the first ten (10) years and a 1% tax levy
increase for the next ten (10) years. This is identified as Scenario #3. Achieving this scenario
financially will entail increases to the contributions to the Reserve Funds annually and utilizing
effectively some of our available debt capacity. The scenario minimizes required debt over
the 20 years with minor funding still available in year 21 for the subsequent AMP

requirements.
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2.0 Introduction

2.1 Corporate Asset Management Plan Overview

The 2017 Corporate Asset Management Plan is the first comprehensive plan incorporating all
of the Municipality of Clarington’s assets. The plan addresses all municipal assets used in the
delivery of services with associated trends, risks, level of service, asset management
strategies and funding strategies required for sustainability over the next 20 year period. The
plan is a living document and will continue to evolve and be updated annually. A full re-
evaluation of the plan is intended at least every five (5) years ensuring that projections are

available for asset management decision-makers.

2.2 Purpose of the Asset Management Plan

This plan will provide a detailed scope of current infrastructure, including number of assets in
the inventory, current replacement value, funding provided annually for infrastructure
improvements, value of funding required to sustain the current infrastructure and determining
if funding is currently in a surplus or deficit. The plan includes various funding scenarios
depicting alternatives to deal with the surplus or deficit for staff and council to determine the
most appropriate scenario. This allows the Municipality to provide a reasonable level of

service, as well as a more consistent annual budget value for infrastructure.

2.3 Development of the Asset Management Plan

This AMP was developed by the Municipality of Clarington’s Finance Department.
Information regarding the current infrastructure was compiled from the current PSAB 3150
database which is maintained in CityWide software. This software aids in calculating
replacement costs, tracking condition and risk, computing funding options and creating
funding scenarios. Support to this plan was provided by all departments, particularly

Engineering, Operations and Community Services.
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2.4 Supporting Municipality of Clarington’s Goals

The Municipality of Clarington’s Strategic Plan 2015-2018 laid out six (6) key results setting
the direction and vision for ‘Building a sustainable, creative, caring community’. Clarington’s
mission is to be committed to leadership, to respect and to the delivery of quality services.

These key strategic priorities are as follows:

1. Facilitate the creation of jobs, attraction of new businesses and expansion of existing
businesses
2. Ensure and demonstrate good governance
and value for the tax dollar
3. Manage growth to maintain our ‘small town’
feel
4. Enable safe, efficient traffic flow and active
transportation
5. Promote residents’ engagement in our
community

6. Enhance access to our unique natural environment

This plan is intended to support these strategic goals. The Corporate Asset Management
Plan must also consider the goals of the Official Plan which contains Clarington’s objectives
and policies for the provision of municipal services and facilities. The ‘key results’ are under

constant pressure and must continue to be carefully tended.

2.5 Linkages to Other Strategic Documents

There are a plethora of documented information in Clarington that the new Corporate Asset
Management Plan needs to complement and support. Currently and historically the
Municipality of Clarington uses a number of budgets, plans and strategies to manage the wide

scope of its municipal services.
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2.6 Linkages to the Corporate Asset Management Plan

o Budgets (Operational and Capital)
The operating budget is an annual estimate of revenues and expenditures. It aligns Municipal
priorities with the services Clarington delivers to its residents. The Capital budget is a five (5)

year forecast that focuses on infrastructure needs, timing and financing of future projects.

o Corporate Strategic Plan
The Corporate Strategic Plan provides direction for the activities of the Corporation which are
in turn supported by the assets of the Corporation.

. Official Plan

The Official Plan sets the criteria for the Municipality in a regulatory format and provides
parameters surrounding asset decision making practices. Among other things, the Official
Plan provides direction for the allocation of land use, the provision of municipal services and
facilities.

o Transportation Master Plan

The Clarington Transportation Master Plan (CTMP) is a strategic document that will guide the
renewal and improvement of Clarington's transportation network over the next 20 years and
beyond. The purpose of the plan is to create a coordinated, integrated, realistic and
accessible multi modal transportation system. Our vision is to provide healthy, safe and
convenient travel choices so that people and goods can move efficiently around Clarington.

. Fire Master Plan

The Fire Master Plan is a document that provides the groundwork and vision for the
operations of the Emergency Services department. It guides Council as it makes decisions
regarding the delivery of fire protection services based on the Municipality's local needs and

circumstances. It lays out future capital expansion and replacement needs.
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o Indoor Facilities Development Strategy

Provides a framework to guide investments in new and/or existing facilities to meet needs of

residents to the year 2031.
o Roads Needs Study

The report summarizes the road system survey which identifies the condition of each road
asset by its time of need and recommends maintenance, rehabilitation or reconstruction

treatment.
o Energy Management Plan (2014-2019)

The Energy Management Plan is a strategy to improve the overall energy efficiency of
operations within the control of the Municipality. This plan includes the promotion and

practice of energy conservation through increased awareness and green procurement.
o By-laws, policies, plans of subdivision, departmental plans

Generally these more detailed documents provide the information required to assist in

compiling the Plan.

2.7 Key Sections of the Asset Management Plan Applicable to Asset Categories

Several key sections included in the analysis of each asset category are listed and discussed

below:

State of Infrastructure

Identifies the current standing of the asset infrastructure by providing the current replacement
costs as well as the number of assets included in that category. Provides a condition rating
for all assets included in the category and thus determining the current condition standing of
the entire category. Highlights the current value of assets overdue for replacement and
measures needed in order to rehabilitate those assets. Determines an annual capital funding
requirement for assets being replaced in the next 20 years.
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Levels of Service

The desired level of service will be determined by comparing current performance measures
to previous values from those same measures. In order to determine more refined levels of
service, further development in this area will occur over time. Current service levels will assist
in the selection of the desired levels of service, as well as ensure that they are achievable

levels with respect to financial sustainability.

Asset Management Strategy

The strategy provides a plan of action in order to maintain the Municipality’s desired level of
service. Provides the most cost effective approach for reaching the desired service levels and
procedures to minimize risks associated with failing to meet these service levels. Includes a
20 year requirements list to allow monitoring to ensure the work is completed on a priority

based level and in a timely manner.

Financial Management Strategy

The financial management strategy utilizes information gathered in the above noted sections
of the asset management plan to provide funding options for all the required infrastructure
needs. The strategy includes current budget requirements for infrastructure needs. In the
case that financing does not meet the infrastructure needs this section will provide options

available for managing the deficit and allow for the appropriate action to be undertaken.

2.8 Asset Management Plan (AMP) Relationship with Municipal Planning

The AMP directly affects the way a municipality budgets for infrastructure items. The AMP
provides the required value of annual funding to maintain a desired level of service, which can
be directly used in the capital budget process to ensure that infrastructure work is fully funded
and limits deficits due to infrastructure. In addition to the annual funding, the AMP provides a
plan for work that is required annually for the next 20 years, thus providing a better longer

term budget perspective and providing greater information to support future budget needs.
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The asset management plan will provide assistance and support to multiple areas of the

municipality, such as:

e Decisions for levels of service being provided and related investment decisions
e Planning and management of capital assets
e Meeting a sustainable service level provided to the public

e Meeting upper level government standards and requirements

The asset management plan will be an essential document in assisting staff and Council to
make informed decisions regarding infrastructure investment. It will provide condition details
to ensure the infrastructure can perform the required services. An annual review of the AMP
will be beneficial for future versions of the plan, due to the ever changing infrastructure

requirements, evolution of technological advancements and changing societal expectations.

2.9 Limitations of a Corporate Asset Management Plan

The Municipality’s first comprehensive asset management plan was prepared based on best
available information rather than a fully implemented Corporate Asset Management program.

Some factors to consider, include:

1. There is no current centralized asset management program for the Municipality of
Clarington. Although one is under development, this activity takes years to fully
implement. This means different areas have different practices thereby having an

impact upon asset management capabilities for comparisons and prioritization.

2.  Tangible Capital Asset software is still being developed for asset management
capabilities. As the software grows and develops, more robust and complex scenarios

and strategies can be utilized.

3. The level of service indicators is still at the beginning stages of being developed.
Further work to expand on these metrics will take place in the next couple of years as
industry standards are developed. The provincial Ministry of Infrastructure is looking at

evolving work in this area.
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4.

2.10

Clarington addresses condition ratings in three (3) ways:

o Condition may be technically assessed and reported on in a quantifiable technique.
This method is the most accurate and most expensive (i.e. Pavement Quality
Index)

o Condition may be assumed based on age and estimated useful life

. Finally, condition may be based on the expert opinion of the staff using the asset.

However, many asset types do not have objective condition assessment information.

The resultant information becomes theoretical based on estimated useful life.

Given the type and level of data available for condition, risk and level of service

indicators, there is limited ability to accurately determine trends at a detailed level.

The Municipality generally prepares informal business cases based on the estimated up
front capital cost rationalized against the perceived need of the project. Life cycle costs
are not typically considered in the current process and usually no adjustment of the
Operating Budget is made to accommodate the project until after the asset is

operational. Improved linkages to maintenance strategies will be developed.

All these limitations will be resolved over time as the Corporate Asset Management
program evolves. There will be improved confidence in asset related data and the
Municipality will develop the ability to optimize decision-making using level of service
and risk factors.

Plan Monitoring and Review

This document is Clarington’s first comprehensive Corporate Asset Management Plan, an

important tool for use in the corporate asset management program. Over time and the

implementation of the program, the plan is expected to develop and improve. In order to be

effective it is important that the Municipality monitor and update the plan routinely. This

section of the plan sets forward the activities planned to monitor and enhance the Corporate

Asset Management Plan. This work is detailed further in Section 5 Asset Management

Strategy.
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The Municipality of Clarington promotes a culture of continual improvement and innovation.
The intent of delivering a common structured approach to asset management across the
municipality is not to restrict creativity but to enable the right decisions to be made at the right
time for the right amount. In practice, this means less waste and more opportunity to use
limited resources on new opportunities. The asset management program is not exempt from
exposure to the need for continual improvement. The performance of the program needs to
be managed in a disciplined way. Performance benchmarking and regular collection of
customer feedback will be utilized in the further improvements to the plan. Initiatives to

monitor the plan include:

e Track key performance indicators to monitor and
track poor performing assets and effects of
maintenance/replacement strategies

e Track investments and deviations from planned
investments

e Ensure plan is updated annually with a full update
every five (5) years

e Include past years performance data in future plan
versions and show trends

e Review improvement opportunities as part of

updating the Corporate Asset Management Plan

Through these actions, the Municipality will monitor and review the plan to ensure its

continuing suitability, adequacy and effectiveness.
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3.0 State of Infrastructure

3.1 Inventory: What do we own? What is it worth?

The Municipality of Clarington’s asset inventory consists of nine (9) major categories; bridges
and culverts, buildings, erosion control, fleet, land, miscellaneous, parks, roads and roadside,
and storm water management. The tables highlight Clarington’s asset inventory breakdown
by asset category. The Municipality’s asset management database software, CityWide,

stores the source information for the inventory.

Detailed Inventory and Replacement Values

BRIDGES & CULVERTS

Cast in Place 82 $ 7,576,741 | $ 31,483,139

. Precast Concrete 13 $ 10,876,951 | $ 25,019,988
Bridges

Steel 3 $ 475,525 | $ 1,202,932

Timber/Wood 2 $ 107,196 | $ 699,963

Culverts Culverts 152 $ 13,969,833 | $ 41,553,257

252 $ 33,006,246 $ 99,959,279
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BUIL DINGS

Administrative Buildings 1 $ 14,912,018 | $ 9,251,241
Corporate Maintenance Buildings
Facilities u g 1 $ 465,829 | $ 1,102,701
Old New castle Fire Hall 1 $ 206,312 N/A
Health Services |Cemetery Building 1 $ 81,887 | $ 100,333
Planning & Tourism Information Office
Development 1 $ 123,000 | $ 76,302
Protection Animal Control 1 $ 430,509 | $ 303,660
Services Fire Stations 5 $  8901,874 | $ 4,616,048
Arenas 5 $ 30,031,873 | $ 29,792,714
Pools 3 $ 27,793,568 | $ 16,885,849
Recreational & Indoor Soccer Facility 1 $ 3,362,681 | $ 2,070,299
Cultural Community Centres 13 $ 4,150,768 | $ 5,427,744
Museums & Art Centres 4 $ 1,127,658 | $ 1,561,623
Library 4 $ 8,779,600 | $ 3,365,331
Transportation .
Roads Maintenance Depot
Services P 3 $ 1964188 | $ 2422332
44 $ 102,331,765 $ 76,976,177
Old New castle Fire Hall: Not to be Replaced - the property wiill either be sold or used for other
purposes
Building Structures and Interiors: The replacement value of these building assets have been
calculated at a rate of 25% of the total replacement value as it's unlikely the concrete structures and
interiors w ould be completely demolished and replaced.

Erosion Control

EROSION CONTROL

Erosion Control 16 $ 3,344,624 | $ 3,634,550

16 $ 3,344,624 $ 3,634,550
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Aerial Trucks 2 $ 1,865,221 | $ 2,072,021
Attachments 22 $ 277,736 | $ 313,599
Cars and Vans 18 $ 521,652 | $ 578,691
Heavy Duty Trucks 39 $ 6,368,039 | $ 8,201,651
Ice Resurfacers 6 $ 476,761 | $ 539,972
Light Duty Trucks 29 $ 957,154 | $ 1,075,582
Fleet Loaders/Graders/Chippers 13 $ 2,229,853 | $ 2,631,861
Medium Duty Trucks 15 $ 810,827 | $ 911,466
Pumpers 8 $ 3,489,405 | $ 6,190,244
Tankers 5 $ 844,169 | $ 1,315,320
Tractors/Mow ers/ATV's 17 $ 831,144 | $ 929,372
Trailers 20 $ 488,985 | $ 551,410
Unlicensed Fleet Equipment 6 $ 182,501 | $ 211,836
200 $ 19,343,447 $ 25,523,025
LAND

Environmental Services 15 $ 3,125,127 n/a
General Government 427 $ 33,993,402 n/a
Health Services 20 $ 259,097 n/a
Land
Planning and Development 12 $ 2,397,877 n/a
Protection Services 6 $ 538,934 n/a
Recreation and Cultural 157 $ 22,939,794 n/a
637 $ 63,254,231
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MISCEL LANEOUS

Bunker Suits (Pooled Asset) n/a $ 337,725 | $ 362,390
Communications 16 $ 743,895 | $ 838,404
Communications - Fire 4 $ 756,991 | $ 789,107
Computer Hardw are (Pooled Ag n/a $ 526,282 | $ 552,348
Miscellaneous Computer Softw are 36 $ 1,544,763 n/a
Assets n/a - no longer
Defibrillators 2 $ 11,736 | considered TCA
Equipment 38 $ 949,865 | $ 1,036,199
Misc. Assets 4 $ 544,224 | $ 625,427
Paved Parking Lots 42 $ 4,101,157 | $ 5,809,496
Central Parking Meters 6 $ 51,124 | $ 64,759
148 $ 9,567,762 $ 10,078,130
Pooled Asset: assets of value below the materiality threshold ($5,000) w hen considered on an
individual basis but collectively make up a significant group of assets that exceeds the threshold level
of $50,000
Computer Software: Not to be Replaced -as the softw are condition doesn't deteriorate and
future technology changes cannot be determined (ie. Cloud Based)

PARKS

Play Courts 29 $ 587,027 | $ 906,457
Parks-Miscellaneous 36 $ 2,323,587 | $ 2,920,646
Play Fields 84 $ 6,292,290 | $ 1,392,881
Parks Playground Equipment 60 $ 2,461,479 | $ 2,830,016
Playground Equipment-Water 13 $ 1,818,346 | $ 2,059,617
Structures 78 $ 4,264,624 | $ 2,510,512
Trails & Paths 81 $ 2,400,852 | $ 2,614,504
381 $ 20,148,205 $ 15,234,633
Grass Play Fields: Not to be Replaced - as resurfacing sod not considered capital but rather a
maintenance issue.
Play Field Lights: Not to be Replaced - as they are only replaced if damaged by an unforseen
accident
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ROADS AND ROADSIDE

Roads Roads - Base 974 km $ 217,274,442 | $ 234,923,705
Roads - Surface 869 km $ 78,731,702 | $ 165,688,896
Traffic Control Signals 18 $ 1,442,894 N/A
. Guiderails 25 km $ 3,017,519 | $ 3,982,152
Roadside
Sidew alks (Pooled Asset) n/a $ 21,607,908 N/A
Street Lights (Pooled Asset) n/a $ 15,089,698 N/A
$ 337,164,163 $ 404,594,753

Pooled Asset: assets of value below the materiality threshold ($5,000) w hen considered on an
individual basis but collectively make up a significant group of assets that exceeds the threshold level
of $50,000

Traffic Control Signals & Street Lights:
damaged by an unforeseen accident

Not to be Replaced - as they are only replaced if

Sidewalks: Not to be Replaced - as they are only replaced in small sections as a maintenance
issue and rarely fully replace entire segments

Roads - Base (RURAL): Not to be Replaced - as they typically don't require complete replacement

STORM SEWERS

Conduit 226 $ 62,721,875 | $ 90,653,512

StormSewers  |structures 4,172 $ 12,514,853 | $ 18,138,832
Storm Water Management Pond 25 $ 8,284,250 | $ 11,173,588

4,423 $ 83520978 $ 119,965,932

3.2 Inventory: Asset Useful Life

The estimated useful life of an asset is the period of time when it can be expected to provide
useful service. The estimated remaining useful life of a tangible asset is considered a good
starting point to estimate the overall well-being of an asset pool; however, in many cases the
percentage of useful life consumed may not be the most suitable indicator of current asset
condition. Infrastructure assets in particular undergo a continual process of repair,
rehabilitation and refurbishment in order to maintain their intended purpose. For example,
roads and facilities undergo continual maintenance and rehabilitation and hence age may not
be the most suitable indicator to use for asset management planning. In Clarington, condition

ratings for some of our asset categories portray a more realistic assessment of our needs.
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CLARINGTON'S OVERALL ASSET USEFUL LIFE REMAINING
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3.3 Inventory: What condition is itin?

The condition of each asset group was evaluated to represent the current ‘health’ of the
Municipality’s infrastructure. In the future, the hope is to expand this assessment to include
other service measurables such as adequacy and reliability, to better reflect the ability of the
Municipality’s assets to deliver services.

The results of the condition

assessment for Clarington’s

assets equates to 58% percent

of all our assets having a

condition of good to very good.

Our Municipality has only 31% of

our assets that are poor to very

poor that require either renewal

or replacement consideration.

The percentages are based on

the replacement costs of the

asset and not based on the

number of owned assets.
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A five-point rating scale is used to align with the National Infrastructure Report Card produced

by the Canadian Society for Civil Engineering (CSCE), the Canadian Public Works
Association (CPWA), the Canadian Construction Association (CCA) and the Federation of

Canadian Municipalities (FCM).

In addition to providing a sound basis for assessment, this

will allow for high-level benchmarking comparable to other municipalities.

Definition

Summary

1 Very Good
Fit for the future

2 Good

Adequate for now
3 Fair

Requires Attention
4 Poor

At risk

5 Very Poor

The infrastructure in the system or network is generally in very good condition, typically new or recently
rehabilirtated. Afew elements show general signs of deterioration that require attention

The infrastructure in the system or network iz in good condition; some elements show general signs o
deterioration that require attention. Afew elements exhibit significant deficiences.

The infrastructure in the system or network is in fair condition; it shows general signs of deterioration
and requires attention. 3ome elements exhibit significant deficiences.

The infrastructure in the system or network is in poor condition and mostly below standard, with many
elements approaching the end of their service life. Alarge portion of the system exhibits significant

deterigration.

The infrastructure in the system or network is generally in unacceptable condition with widespread
signs of advanced deterioration. Many components in the system exhibit signs of imminent failure,

Unﬁtjhrmmm‘?d SEMVICE  \which is affecting service
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3.4 Condition Summaries by Asset Category
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Miscellaneous

Miscellaneous: Overview

Replacement Value: $10,078,130

This asset category is a catch all for assets that don't fit into the other major classifications. These assets are
usually of smaller dollar value. The defibrillators are being phased out of TCA due to their unit costs
decreasing below our $5,000 threshold. Assets not to be replaced are excluded and pooled assets are

included.
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4.0 Levels of Service

Desired levels of service (LOS) are indicators, comprising many factors, which establish
defined quality thresholds at which municipal services should be provided to the community.
They support the organization’s strategic goals and are based on customer expectations,
statutory requirements, standards and the financial capacity of the municipality to deliver
those levels of service. Levels of service are a necessary component of the Asset

Management Plan and will evolve over time.

Levels of service are used to provide measurements of the municipality’s efficiency on specific
infrastructure. On a corporate level, determining the benefits for having a service along with
the associated costs will assist Council and staff to determine the feasibility of providing or

making changes to the current level of service.

Considering key factors of providing a service is an important part of creating a desired level
of service. Viewing various performance measures over a full fiscal period will determine the
current level of service that is provided and will determine if the level of service is adequate or

needs to be revised.

4.1 Key Factors that Impact Level of Service

When determining level of service, various factors must be considered and any combination
of these factors will be used as they best apply to each asset category. This will provide a
framework and starting point from which the Municipality can define levels of service for each

asset category/class for future renditions of the AMP.

Key factors affecting level of service are outlined below:

e Strategic and Corporate Goals;
Community Expectations;

Legislative Requirements;

Asset Performance;
Technical/Operational requirements; and
Funding Availability.

Page 30



41.1 Strategic and Corporate Goals

Clarington’s Strategic Plan provides the Municipality with the direction to which we intend to
strive for in the future, how we plan to get to that benchmark, as well as assist in decisions for
resource allocation, while ensuring strategic priorities are followed. The plan helps identify
priorities and give guidance for current and future spending of municipal tax dollars and
revenues. The level of importance that a community’s vision is dependent on infrastructure,

will ultimately affect the level of service provided or those levels that it aspires to deliver.

4.1.2 Community Expectations

Levels of service are directly related to public expectations. The public can provide an opinion
in determining when items are required to be rehabilitated or replaced and how tax dollars are
utilized. Due to the ever increasing cost of infrastructure, it is essential that the public be
included in the decision making process of the service levels and educate them on the
associated costs to provide that level of service. Public meetings were held for the Official
Plan (OP) review, Clarington’s Transportation Master Plan (CTMP) and the Indoor Recreation
Facilities Strategy prepared by consultants Monteith Brown Planning Consultants with Tucker-
Reid & Associates. The budget process is also an open process whereby service information
is provided and Council receives feedback on desired levels of service. A public survey is

planned to be undertaken to assist in priority setting for the 2018 budget.

4.1.3 Legislative Requirements

Infrastructure levels of service are directly influenced by many legislative and regulatory
requirements. Within this AMP, Clarington’s roads and bridges must adhere to the Minimum
Maintenance Standards for municipal highways that keep levels of service above a specific
standard and attracts liability if it declines below that level. Adhering to legislative
requirements protect against exposure to lawsuits.

4.1.4 Asset Performance

The performance of an asset takes into consideration the current condition of the asset and its
ability to meets its legislative requirements, as well as ensuring that an asset provides that
service in a safe manner within its capacity requirements. The entire life cycle costs
associated with an asset (design, maintenance, rehabilitation or replacement) are all critical

factors that affect the level of service to which the Municipality of Clarington can provide.
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4.1.5 Technical/Operational Requirements
A service level that relates to the quality, quantity and/or capacity, reliability, environmental

implications, availability, safety and maintainability of the asset.

4.1.6 Funding Availability

The availability of finances will directly impact desired levels of service. In an idealistic
scenario, the funds available would be able to achieve corporate goals, meet all legislative
requirements, fund all required assets life cycle needs, as well as meet the needs of the
community. Levels of service will be dictated by the availability of funds, the ability to

increase funds or the community’s willingness to pay.

4.2 Key Performance Indicators

Performance indicators or performance measures track current levels of services. They

should be specific, measureable, achievable, relevant and time restricted. This information is

necessary to assess whether or not the asset is performing at expected or desired level of

service. Determining the benefits of having a service along with the associated costs will help

Council and staff determine if providing the current level of service is practical or if it needs to

be changed.

4.3 Asset Types considered in Levels of Service

e Bridges and Culverts e Parks

e Buildings e Storm sewers and Storm water
e Fleet Management Ponds

e Roads o Sidewalks
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4.4 Bridges & Culverts

Each year, half of the structures are inspected. A Municipal Structure Inventory and
Inspection report is produced by a consultant. This report describes the condition of
each structure, maintenance needs, major rehabilitation needs, replacement needs and
summarizes the overall condition and funding requirements. The inspections are
completed in accordance with the MTO Municipal Bridge Appraisal Manual, Feb 1992,
and the MTO Municipal Culvert Appraisal Manual, Aug 1993, and the Ontario Structure
Inspection Manual 2000, Rev Apr 2008.

The Municipality of Clarington’s Engineering Department creates a ten (10) year plan based
on the data collected during the inspections, which is updated as part of the inspection
reporting each year. The plan is based on two (2) main performance measures, the bridge
condition index (BCI) and the structure priority number (SPN).

The BCl is calculated based on the weighted sum of the condition of various components of
the structure and is a number between 0 and 100 with higher numbers corresponding with
better condition. The SPN is calculated using the condition of the structure (the BCI) and
other factors including traffic, value of the structure, cost of repairs, load posting limitations,
performance deficiencies and detour length. The SPN is also a number between 0 and 100
with higher numbers corresponding with higher priority for repair/replacement. BCl and SPN
are described in more detail in the Municipal Structure Inventory and Inspection report.
Bridge condition scores are developed and are used to guide repairs, rehabilitation and
replacement schedules.

The ten (10) year plan is developed through an iterative process. The list of structures is
sorted by highest SPN. The list is reviewed to remove any structures that are under another
agency’s jurisdiction, such as the railways or the Province. Structures are also removed that
will be addressed through another process such as reconstruction for development or the
Highway 407 extension. The remaining structures are selected to fit within the projected

budget in the forecast including structures that need to be replaced, as well as repair work to
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Risks Associated with the Plan and Strategy

Identified Risk

Potential Impacts

Mitigating Actions

Plan is not followed

Loss of investments

Potential to shorten useful life
Failure to deliver service level
Prioritization process fails
Inefficient investments

Monitor and review
Implement quality asset
management processes

Failure to deliver service
Damage to asset and
neighboring equipment and

Repair/replace
Increase investments/
available funding

Failed property (private and public) Innovative technology
Infrastructure Injury or death Non-infrastructure
Customers unable to carry on solutions
their business Reduce or stop delivering
Non-compliance service
Litigation
Damage to the environment
Additional unplanned costs
Asset loss
Negative social impacts
Increased risk of failure Reduce or stop delivering
Service reductions service
Rising maintenance costs Find additional sources of
Inadequate Prematurely shortens useful funding
Funding life if not maintained Increase investments/

Asset loss

Shift and increase burden to
future taxpayers

Defeat planning efforts
Plans become redundant
Lost opportunities
Unpredicted future impacts

available funding
Update planning
Discard efforts on past
planning

Poor quality Asset
Information

Inefficient maintenance
program

Poor prioritization/ projections
Poor decision making
Improper investments
Inability to delivery service

Invest in data systems and
condition assessments
Determine appropriate
level of service and risk
metrics and ratings
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6.0 Financial Management Strategy

6.1 Objective

The objective of a financial strategy in the Asset Management Plan is to become an
informing document for the Municipality’s current financial planning and budgeting
process and enhance financial decision making through better data analysis which is
critical to putting an AMP into action. The financial strategy will indicate the current
funding resources utilized and the required funding to sustain the current capital asset

inventories while achieving the desired level of service.

There are various capital resources used by the Municipality in regards to funding the

asset inventories:

e Tax Levies

e Reserves

¢ Reserve Funds

e Development Charges

e External Financing

e Debt
In accordance with the Provincial guidelines, the asset management plan financial
strategy is required to identify any funding shortfall relative to the financial
requirements that cannot be eliminated by revising service levels, asset management
and/or financing strategies and discuss the impact of the shortfall and how the impact
will be managed. In the case of a shortfall, the Province may decide to review the
Municipality’s financial strategy and confirm that the shortfall is justifiable. In the
Province’s review, they may analyze service levels to ensure the Municipality has
considered decreasing services levels where applicable to reduce financial
restrictions. The Province may also review that all possible asset management and
financial strategies have been considered for funding. For example, is the use of

debt a viable option and what would the impact be if debt was used for funding?
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6.2 Base Analysis

The development of the Municipality’s financing strategy for its asset management
plan reflects the guidance outlined by the Province of Ontario in Building Together —
Guide for Municipal Asset Management Plans. Specifically, the development of the
financing strategy (and in particular the extent of the Municipality’s financing shortfall)
is based on the following parameters:

» Presents annual revenues and expenditures for the planning period (20
years), as well as comparative information;

» Does not consider grants from senior governments to be a confirmed source
of revenue unless an agreement has been executed. Accordingly, only
Federal Gas Tax and the Municipality’s allocation for funding under the Ontario
Community Infrastructure Fund (OCIF) have been included in the projections.

* Identifies the potential funding shortfall and how it will be managed.
In developing the financial strategy, three (3) alternative scenarios were considered:

» Scenario 1 — This scenario reflects the assumption that all identified asset
management requirements (immediate and long-term contributions) will be
incurred by the Municipality. The infrastructure deficit of $91.9 million will be
evenly distributed over the next 20 years; $4.6 million per year. This scenario
requires a 1% tax levy increase for the first ten (10) years and a 1.5% tax levy
increase for the next ten (10) years dedicated to capital purposes, specifically
to asset replacement capital projects. Reserve funds are utilized effectively

and debt is a necessary financing tool.

» Scenario 2 — This scenario reflects the assumption that all identified asset
management requirements (immediate and long-term contributions) will be
incurred by the Municipality with the exception of Roads which will be capped
at an average of $9.5 million per year. The infrastructure deficit of $91.9
million will be evenly distributed over the next 20 years; $4.6 million per year.

This scenario also utilizes a 1% tax levy increase for the first ten (10) years
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and a 1.5% tax levy increase for the next ten (10) years reserve fund and debt

utilization.

Scenario 3 — This scenario reflects the assumption that all identified asset
management requirements (immediate and long-term contributions) will be
incurred by the Municipality. The infrastructure deficit of $91.9 million will be
evenly distributed over the next 20 years, $4.6 million per year. This scenario
utilities a 2% tax levy increase for the first ten (10) years, followed by a 1% tax
levy increase for the next ten (10) years, which is dedicated to capital projects
specifically to asset replacement capital projects. Reserve funds are utilized

effectively and debt is a necessary financing tool.

Tax Levy Increase Distribution of
Infrastructure
Deficit
Scenario 1 & 2 1% for first 10 years 20 years

1.5% for years 11-20

Scenario 3 2% for first 10 years 20 years
1% for years 11-20

6.3 Historical Investment in Infrastructure

The level of investment is important to maintain specific and expected levels of
service and to ensure optimum life expectancies of the assets are being achieved.
Premature deterioration often results in unplanned repair costs that are typically much
higher than planned maintenance costs and deferred maintenance can lead to a

shortened useful life.

The following chart indicates an increase in the overall investment in infrastructure
over the past few years. The Municipality plans to continue the upward trend of
investing in our current infrastructure while simultaneously introducing new assets

into our expanding asset inventory.
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3 Yr Comparison of Repair & Maintenance Costs

Asset Class

Replacement
Value $

Non-
Infrastructure
Solutions Costs
(Studies &
Ins; i

Rehabilitation
and
Replacement
Costs
i tal

Total
Investment $

Annual
Investment
Level %

Bridges & Culverts 99,257,140 77,041 47,724 138,445 263,210 027%
Buildings 72,908,621 1,199,078 470,131 1,669,209 229%
Erosion Control 1,956,255 228,031 228,031 11.66%
Fleet 23,702,329 145,700 2,087,233 2,232933 942%
Misc. 7,726,627 1,722 384,223 385,945 499%
Parks 10,991,701 1,833,995 4420 626,468 2,464,883 22.42%
Roads & Roadside 504,656,400 1,526,736 110,864 8,107,794 9,745,394 193%
:[t:]rwm;:;ax: 114,904,511 336,393 768,978 1,105,371 096%

Total| $836,103,584 §5,118,943 $164,730 $12,811,303] 518,094,976 2.16%

Bridges & Culverts 99,539,020 89852 29,154 393,217 512223  051%
Buildings 75,417,261 178307 59,206 5,124,555 5662068 751%
Erosion Control 2,477,182 495,571 495571 20.01%
Fleet 24,404,492 138514 529,237 667751 274%
Misc. 9,162,167 649 1,450,392 1,451,041| 15.84%
Parks 12,813,608 2013412 1,041 2,038,210 4052663 31.63%
Roads & Roadside 514,877,888 1,624,887 51918 7,606,121 9282926 180%
Storm Water 115,836,130 324348 659,131 983479| 085%
Managemeﬂt

Total| $854,527,748] $4,669,320 $141,968 $18,296,434| $23,107,722  2.70%

Bridges & Culverts 99,959,279 116424 49,187 203,567 369,178 037%
Buildings 79,451,177 513,399 72,062 5,095,883 5681344 7.15%
Erosion Control 3,634550 1,120,999 1,120,999 30.84%
Fleet 25,523,025 185456 977,399 1,162,855 456%
Misc. 10,078,130 21,826 622,978 644804 6.40%
Parks 15,400467 2,103,845 699 2,700,730 4,805,274 31.20%
Roads & Roadside 531,420,168 1,736,466 16,824 12,737,205 14,490495 2.73%

Storm Water
121,287,576 338,813 632,675 971488 080%

Management
Total| 5886,754,372| $4,994,403 $160,597 524,091,436| $29,246,436 3.30%
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6.4 20 Year Expenditure Forecast per Asset Category

The Municipality’s asset replacement schedule is determined based on asset age,
condition, useful life and associated risk with the probability of failure and
consequence of failure. This is all derived through the preceding chapters of this
AMP.

Infrastructure assets use the NRBCPI quarterly (Toronto) inflation chart for calculating
current replacement cost. The equipment based assets use the CPI Monthly
(Ontario) schedule to calculate the current replacement costs. Those costs use a flat

2% inflation rate for future years.

Some of the assets included in the Municipality’s asset inventory are marked as non-
replaced. These assets are generally not fully replaced when a consistent
maintenance schedule is followed. Those assets are that are not included in the 20

year forecast for expenditures are:

e Computer Software

e Parks — Play Fields

e Parks — Park Lighting

e Traffic Signals

e Sidewalks

e Street Lights
When analyzing the asset category of Buildings it was apparent that the Interiors and
Structures have a large historical cost resulting in an unrealistic replacement cost.
The Municipality is unlikely to demolish a building to simply rebuild it with a similar
structure. The associated replacement costs for all building’s interiors and structures
are at 25% of the inflated replacement cost to be more in line with actual capital

expenditures that would be projected to occur.

For Bridges and Culverts, we initially considered using the condition rating (BCI or SPN)
rather than the age of the structure as the trigger to make improvements. The condition
of the structure is a better indicator of the existing condition of the bridge than age,
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6.5
6.5.1

Funding Strategies

Tax Levy Support to Capital

The tax levy support to capital continues to require an increase over the past budget

years to fund the AMP requirements. The AMP’s financial strategy includes an

estimated annual increase in that support of a 1% tax levy increase for the first ten

(10) years and 1.5% thereafter for Scenario 1 and 2 and an increase for the next ten

(10) years of 2% and 1% thereafter for Scenario 3. To ensure that the Municipality’s

Reserve Funds maintain a positive balance, this strategy includes a reallocation of

the tax levy for Capital to increase the transfers of Tax Levy to Reserve Funds. The

additional transfers are included in the annual allotment of Tax Levy to Capital with no

further increase to the tax levy collected.

2018
2019
2020
2021
2022
2023
2024
2025
2026
2027,
2028
2029

2030

2031

2032

2033

2034

2035

2036

2037

Scenario #1 and #2 Scenario #3
Tax Levy Support to Tax Levy Support to

Capital Projected | Balance of Capital Projected Balance of

(1% increase for 10 |Increase in| tax Levy (2% increase for 10 Increase in  tax Levy
years 1.5% increase | Transfers | Support to years 1% increase  Transfers Support to

foryears 11-20) to RF's Capital foryears 11-20) to RF's Capital

7,425,130 | 3,016,000 | 4,409,130 7,986,130 | 3,016,000 | 4,970,130
7,997,350 | 3,016,000 | 4,981,350 9,130,570 | 3,016,000 | 6,114,570
8,581,014 | 3,021,000 | 5,560,014 10,297,899 | 3,021,000 | 7,276,899
9,176,352 | 3,021,000 6,155,352 11,488,574 | 3,021,000 8,467,574
9,783,597 | 3,026,000 | 6,757,597 12,703,063 | 3,026,000 | 9,677,063
10,402,986 | 3,231,000 7,171,986 13,941,842 | 3,231,000 | 10,710,842
11,034,763 | 3,231,000 | 7,803,763 15,205,396 | 3,231,000 | 11,974,396
11,679,176 | 3,231,000 | 8,448,176 16,494,221 | 3,231,000 | 13,263,221
12,336,477 | 3,226,000 | 9,110,477 17,808,823 | 3,226,000 | 14,582,823
13,161,477 | 3,226,000 | 9,935,477 19,149,717 | 3,226,000 | 15,923,717
14,002,977 | 3,426,000 | 10,576,977 19,710,717 | 3,426,000 | 16,284,717
14,861,307 | 3,426,000 | 11,435,307 20,282,937 | 3,426,000 | 16,856,937
15,736,803 | 3,426,000 | 12,310,803 20,866,601 | 3,426,000 | 17,440,601
16,629,810 | 3,526,000 | 13,103,810 21,461,939 | 3,526,000 | 17,935,939
17,540,676 | 3,531,000 | 14,009,676 22,069,183 | 3,531,000 | 18,538,183
| 18,469,760 | 3,526,000 | 14,943,760 22,688,573 | 3,526,000 | 19,162,573
| 19,417,426 | 3,526,000 | 15,891,426 23,320,350 | 3,526,000 | 19,794,350
20,384,045 | 3,626,000 | 16,758,045 23,964,763 | 3,626,000 | 20,338,763
21,369,996 | 3,626,000 | 17,743,996 24,622,064 | 3,626,000 | 20,996,064
22,336,615 | 3,626,000 | 18,710,615 25,292,510 | 3,626,000 | 21,666,510

Page 94




6.5.2 Funding the Capital Replacement Requirements
for the next 20 Years

As mentioned in the base analysis, the AMP includes three (3) funding scenarios.
The chart depicts the funding options for spreading the infrastructure deficit over 20
years. All scenarios assume that at the 20™ year, the cumulative asset replacement
will be fully funded with an opening balance available for the subsequent AMP
requirements beyond 20 years.
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6.5.3 Debt

The Municipality’s debt capacity is governed by regulation 403/02 of the Municipal
Act, with limits calculated by the Ministry of Municipal Affairs. Using the 2017
calculations, the Municipality of Clarington has the debt capacity to have annual
repayment limits of $14,189,353 with a total principal balance of $147,280,635 based
on a 15 year term at a 5% interest rate.

Currently, the Municipality has outstanding debt of $17,029,533 which equates to
11% of the total debt capacity that is available to the Municipality. The proposed
AMP debt for Scenario 3, at the highest year is 40% of the total debt capacity.

The proposed debt requirement consists of Recreation Facilities, Fire Fleet
replacements and various road and bridge rehabilitations. The AMP’s financial
strategy for funding the annual replacement requirements involved issuing debt for
large capital projects to deter from having large annual funding deficits that would

create another infrastructure deficit.

The three (3) scenarios result in varying debt requirements. Scenario 1 has a peak
debt outstanding of $81 million in year 2027, Scenario 2 has a $66 million debt
outstanding at the end of the 20 year forecast. Scenario 3 requires the least amount

of debt overall, with a peak in 2026 of $59 million.

See attached chart for debt outstanding for the three (3) scenarios.
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6.5.4 Reserve Funds

The financing strategy of the Asset Management Plan utilizes 11 Reserve Funds to
fully fund both the accumulated infrastructure deficit and the annual replacement
requirements. The overall increase in annual capital funding required has
significantly increased many of the Reserve Funds annual transfers from Tax Levy for

capital expenditures.

The AMP acknowledges that at times, some Reserve Funds will fall into a negative
balance. This forecast is using assumptions that the full replacement cost will be
required and hasn’t calculated any unused funds being transferred back to the
Reserve Fund. Another consideration is that the capital projects are being fully
funded in the year that they are required for replacement, but at times, projects can
span several years. The AMP also only included known provincial and federal
funding programs, whereas, future programs have the potential to alleviate financial

stress on the Reserve Funds.

Proposed
Annual
Current Increase in
Annual Cont’b from
Contribution Tax Levy Total Annual Percentage
Reserve Fund from Tax Levy (AVG.) Contribution Increase

505 - Engineering Fleet 5,000 1,000 6,000 20%
516 - Facilities & Parks Mtnc 330,000 800,000 1,130,000 242%
518 - Community Services Capital 300,000 850,000 1,150,000 283%
521 - Computer Equipment 100,000 - 100,000
522 - Fire Equipment 350,000 600,000 950,000 171%
524 - Operations Equipment 350,000 1,050,000 1,400,000 300%
525 - Clerks Fleet 5,000 23,750 28,750 475%
557 - Federal Gas Tax 2,700,000 - 2,700,000
560 - CS Bldg Refurbishment 85,000 - 85,000
566 - Parking Lots 310,000 - 310,000

$ 4,535000 S 3,324,750 $ 7,859,750
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Reserve Fund Balances (5 year increments)

56,000,000
5,000,000
54,000,000
£3,000,000
52,000,000
£1,000,000
i il lJ
2037

2022 2027 2032

W 505 - Engineering Fleet M 516 - Facilities & Parks Mtnc M 518 - Community Services Capital m 521 - Computer Equipment
m 522 - Fire Equipment m 524 - Operations Equipment m 525 - Clerks Fleet B 557 - Federal Gas Tax
W 560 - C5 Bldg Refurbishment W 566 - Parking Lots

6.6 Financial Strategy Conclusion

The infrastructure deficit is a priority in this Asset Management Plan. The plan sets
out three (3) scenarios in funding the backlog of $91.9 million either over the next 20
years. All scenarios are viable with changes to the current budget allotments for

capital financing.

An increase in tax levy is an expected option to increase funding to Capital and this
plan forecasted an annual tax levy increase of 2% to 1% depending on the scenario.
Providing additional funding from Reserve Funds to decrease the annual deficit is a
viable option that requires an increase in the transfer of funds from the tax levy to the
Reserve Funds. A review of current retained balances in the Reserve Funds,
determined that the Municipality has the capacity to increase the balance maintained

in the Reserve Funds and provide additional funding for capital expenditures.

The AMP utilizes debt financing or debentures as a crucial funding source to maintain
our asset inventory. The Municipality’s debt capacity has enough room to aid in our
asset management and keep the Municipality from increasing the infrastructure
deficit. Increasing projected tax levy contributions to capital beyond the 2% would
ultimately reduce projected debt financing.
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6.7 Recommendation

All scenarios presented for Council to consider require utilizing debt to fill the funding
gap. Scenario 3 results in the lowest amount of new debt while still funding all
forecasted asset replacements. The other deciding factor is the utilization of the tax
levy support to Capital. It is recommended that Council select Scenario 3 which
spreads the infrastructure deficit over 20 years to allow more flexibility with the tax
levy support for capital projects pertaining to growth. This is preferred as the
assumptions herein dedicate tax levy support to AMP projects. Once an additional
AMP is commenced for growth related projects, non-growth shares would have to be

financed so some flexibility may be required.

In any scenario, a shift from tax levy support to capital across to tax levy contributions
to reserve funds is necessary to address fluctuating capital requirements from one (1)
year to the next to result in no infrastructure deficit at the end of the 20 year forecast
period. The Municipality will also need to utilize the debt capacity as a financing tool

to ensure capital projects will be undertaken when required.
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