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EXECUTIVE SUMMARY 
 
In 2007, the Ministry of the Environment released Regulation 453/07 requiring all 
municipalities to complete a financial plan for their drinking water system.  The 
Township of Nairn and Hyman encloses its Financial Plan herein.  It is prepared in 
accordance with the MOE Financial Plans Regulation. (O.Reg 453/07) 
 
In preparing the financial plan, the financial impacts of the drinking water system have 
been considered.  Based on the Projected Financial Statements and the assumptions 
herein, the Township of Nairn and Hyman will be financially viable and will provide safe 
drinking water for both the short and long term.  This plan will be based primarily on the 
following projections. 
 
1) Township of Nairn and Hyman Funding Plan (Projected Revenues) for the time  

period 2014-2023 (appendix A). 
2) Township of Nairn and Hyman Projected Cash Expenditures for the time period  

2014-2023 (appendix B). 
3) Township of Nairn and Hyman OCWA 10 year Capital Forecast 2014-2023 (live  

document (appendix C). 
4) Township of Nairn and Hyman Asset Management Plan Water Treatment and  

Distribution. (appendix D). 
5) Township of Nairn and Hyman Schedule of Tangible Capital Assets (appendix  

E). 
 
EXPECTED ACHIEVEMENTS  
 
Through the process of developing the Financial Plan, the Township of Nairn and 
Hyman set out to achieve the following: 
 
Financial Viability. 
Limit overall water costs and remain affordable. 
Provide safe drinking water in short and long term. 
Enable the long term plan for capital renewal to be realized. 
Achieve full cost recovery over the long term. 
Maintain current service levels. 
 
OPERATING PLAN 
 
The operating plan includes its day to day operations maintaining and administering the 
drinking water system in Nairn Centre, the capital plan that will incur to renew and 
replace its exsisting capital infrastructure and debt management, being the resulting 
debt repayments and interest charges that are incurred to achieve the above. Key 
highlights from the opertating plan include: 
 
Operating costs are projected to increase approximately 2.0% in 2015 and maintain an 
inflationary increase of 2.0% thereafter. 
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Total Capital Infrastructure Investment for the drinking water system up to 2023 is 
expected to be around $534,720. 
 
Although on an annual basis recommended capital renewal may be deferred, the 
Financial Plan will allow for capital investments as recommended in the capital 
forecasted plan and the Asset Management Plan, ensuring the water system will be 
able to provide safe, sustainable drinking water for both the short and long term. 
 
There is currently no exsisting debt. 
 
FUNDING PLAN 
 
Appendix A, the Township of Nairn and Hyman Projected Revenues, was developed to 
determine the most appropriate balance of operating revenues, short term government 
funding programs, Township reserves and debt financing. 
 
The achievements of the funding plan include: 
 

 Through annual budgeting processes, operating revenues will increase over time 
to cover operating, capital debt and interest costs; 

 Water rates will continue to be affordable over the long term; 

 Water consumption is assumed to maintain current levels and maintain 
consistent levels thereafter with a 1 – 2% variance; 

 The plan does not rely on municipal tax dollars to run the water system; 

 Government funding is expected to be utilized for portions of some capital 
upgrades throughout the duration of this plan; 

 Capital renewal will be financed through water based revenues, transfers from 
water reserves, Federal Gas Tax revenue as applicable and long term debt; 

 Through a combination of operating revenues, one time government funding 
programs and new debt, it is projected the Township of Nairn and Hyman will 
achieve sufficient cash receipts to cover its annual cash expenditures for the 
Nairn Centre Water System; 

 Revenue levels will be annually evaluated and gradually increased to allow the 
Township of Nairn and Hyman to invest in a reserve fund for significant future 
capital investments, if necessary. 
 

FINANCIAL PLAN 
 
Appendix B is the Township of Nairn and Hyman Projected Cash Expenditures for the 
time period 2014 – 2023, for the municipality.  This statement includes a projection of 
operational expenses, a projection of cash flow and a projection for capital investment 
for the periods of 2014 to 2023. 
 
Actual results will vary from the projection herein and the differences may be material. 
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This is a living document which will require continuous review and updates. 
 
 
 
INTRODUCTION  
 
The Financial Plan for the Township of Nairn and Hyman Water and Distribution System 
was prepared in accordance with regulation 435/07.  The process in developing this 
plan was focused on achievement of balance between maintaining the water system in 
a safe and effective manner, while limiting expenditure and water rate increases.  A 
flexible and gradual approach was utilized to achieve financial viability, recognizing that, 
the utilization of one-time funding sources for the purpose of sustaining the water 
system is limited, and the reliance on debt to support all future capital expenditures is 
unrealistic.  
 
Considering historical trends and future needs, ten year financial projections to the year 
2023 have been prepared.  These projections will allow the Township of Nairn and 
Hyman to achieve financial viability, while providing safe drinking water over the short 
and long term. 
 
MINISTRY OF ENVIRONMENT FINANCIAL PLANS REGULATION  435/07 
 
Drinking water system owners are required to prepare a financial plan for their drinking 
water system as part of the new Municipal Drinking Water Licensing Program as set out 
in Part V of the Safe Drinking Water Act (SDWA).  The financial plan must be prepared 
in accordance with the Ministry of the Environment Financial plans Regulation 453/07. 
 
Regulation 453/07 required the following: 
 
The financial plan be approved by resolution of Council that specifies that the drinking 
water system is financially viable. 
 
Full-cost accounting be utilized to determine the true cost of the drinking water system. 
 
Projections are to be at least six years ahead, but recommends a long term plan. 
 
ONTARIO CLEAN WATER AGENCY  
 
The Ontario Clean Water Agency operates and maintains the water system 
infrastructure in conjuction with Office Administration and the Publics Works Department 
of the Township fo Nairn and Hyman. 
 
The Ontario Clean Water Agency in conjuction with the Township of Nairn and Hyman’s 
top prority is to provide a safe, sustainable supply of water, providing public health 
protection, fire protection and support for the local economy, all contributing to a high 
quality of life.  Through OCWA’s Quality management System, the Agency is better able 
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to manage risk, identify operational efficiencies, enhance staff knowledge and create 
public awareness of its commitment to provide safe drinking water.  
 
OPERATING PLAN  
 
Through the achievement of its operational plan, The Ontario Clean Water Agency will 
provide safe drinking water in the short and long term. The operating plan includes its 
day to day operations maintaining and administering the drinking water system and 
capital investment forecasting that will incur to renew and replace its existing capital 
infrastructure. The Township of Nairn and Hyman will manage the financial aspect of 
renewing and replacing its existing capital infrastructure, including debt and reserves 
management.  
 
OPERATIONS   
 
The Ontario Clean Water Agency and its predesessors, has operated the water system 
without major incident, providing safe drinking water for over 19 years to the residents of 
Nairn Centre.  The Township of Nairn and Hyman has maintained stable operating 
costs for the treatment and supply of its drinking water over that time frame.  
 
Some of the Township’s key operating expenses include the contracting and 
maintenance services (OCWA), utilities, materials, supplies, and administrative costs. 
Annual Operating Expenses including the fore-mentioned are projected to be 
approximately $134,030 in 2014 with an approximate 2% increase in 2015 and the 
costs are expected to increase by approximately 2% thereafter.  
 
KEY ASSUMPTIONS IN PROJECTIONS  
 
The detailed operating expenses are outlined in Township of Nairn and Hyman’s 
Projected Cash Expenditures as part of Appendix B.  In these projections, it is 
assumed that the operating expenses will increase by 2% in 2015, and maintain an 
inflationary increase of 2.0% thereafter.  
 
CAPITAL COSTS  
 
To enable the delivery of safe drinking water to all, the water system holds a holding 
tank in the water treatment plant.  The Distribution System houses 6.518 km of 
distribution watermain, 49 distribution valves, 144 service connections, and 47 fire 
hydrants.  These assets are considered capital. 
 
The Ontario Clean Water Agency has developed a 10 year capital plan to forecast 
required or recommended activities within the water system in order to ensure that 
these exsisting assets are maintained, renewed or upgraded as required.  Over the long 
term it is not believed that there will be a need for large upgrades to the water system. 
The 10 year forecast is a live document and may be updated annually.  
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The Township of Nairn and Hyman has an Asset Management Plan completed for the 
Nairn Centre Water Treatment and Distribution system in 2013 according to the PSAB 
Standards to further establish the need to renew or upgrade assets in the water system.  
The report clearly outlines the timelines for distribution asset renewal or replacement.  
The cost effective rehabilitation or replacement strategy will be based on watermain 
age, material of pipe, size, soil conditions, and pressure related issues.  It will also be 
coordinated with road projects.  For further information on general captial forecasts, 
please refer to the Asset Management Plan (Appendix D) and OCWA 10 Year Captial 
Forecasting Spreedsheet. (Appendix C) 
 
FUTURE SIGNIFICANT CAPITAL COSTS  
 
Looking beyond the 10 year cycle, this plan will be updated continuously to allow the 
Township to predict and prepare for its significant capital investments, such as 
watermain replacement and plant upgrades. 
 
KEY ASSUMPTIONS IN PROJECTIONS  
 
Capital projects are planned approximately one year in advance with the exception of 
emergency repair/upgrade needs. Some projects are deferred for short periods of time, 
but for most part incurred capital plans are from previously developed forecasts.  
 
DEBT MANAGEMENT  
 
Debt management is the ability to repay debt over time, including both principal 
payments and interest charges.  Currently the Nairn Centre Water Treatment and 
Distribution System has no new debt, although it is projected that new debt may be 
required for future captial upgrades. 
 
TOTAL CASH EXPENDITURES  
 
The Township of Nairn and Hyman has cash expenditures, including operating 
expenses as well as capital costs.  These expenditures are projected to be $134,030 
per year in the short term and increase thereafter.  All aggregate cash expenditures are 
highlighted in the chart below. The aggregate is not from one projected statement, but 
from various statements to illustrate the cash required to sustain a safe drinking water 
system. 
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FUNDING PLAN  
 
To fund critical expenditures, the Township of Nairn and Hyman will rely on a blend of 
operating revenues, reserve funds, short term one-time government funding, new debt 
financing and as applicable, Federal Gas Tax Revenues. 
 
OPERATING REVENUES  
 
Operating revenues include user fees and other charges or receipts. The majority of the 
operating revenues are achieved as a result of waterworks user fees.  
 
CONSUMPTION 
 
Since 2009 water consumption has decreased 23% from 64.929 mega liters to 50.020 
mega liters in 2013. The chart below illustrates the consumption rates in mega liters 
from 2009 to 2013.  
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WATER RATES  
 
The current water rate structure is a flat rate for residential users and metered rates for 
commercial users billed quarterly to users based on annual review by Township 
Council. The system is fair and rates are expected to increase slightly over the years of 
this plan. 
 
SUMMARY OF OPERATING REVENUES 
 
Over the projected period, operating revenues are expected to increase 20% to 
$160,180 in 2023 from $134,030 in 2014.  Although one time government funding has 
not been assumed in creating a sustainable model, it has been projected in the short 
term as cash expenditures. The graph illustrates the projected operating revenues. 
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NEW DEBT 
 
While gradual rate increases will be required to increase operating revenues, there may 
still be monies required to cover expenditures for capital improvement to the drinking 
water system. In this financial plan, through careful consideration, it is projected that 
new debt may be required.  
 
FINANCIAL PLAN 
 
The financial impacts of the drinking water system have been taken into consideration 
through the projected cost and revenue statements produced for this report.  The intent 
of these statements are to include a full cost recovery strategy, which will include all 
associated costs of the drinking water system including operations, financial and capital.  
 
These overviews reflect the Township of Nairn and Hyman estimates and assumptions, 
related to the operations of the water system and are derived from historical data and 
future expectations for the drinking water system requirements. 
 
Actual results may vary from these projections and the difference may be material.  The 
financial plan will be updated as accounting policies and key assumptions change.  
 
TANGIBLE CAPITAL ASSETS – NET BOOK VALUE 
 
Consideration of the value of tangible capital assets is part of PSAB compliance.  Water 
systems have a great deal of resources tied up in tangible captial assets and managing 
these assets is critical to maintaining current levels of service.  Tangible capital assets 
are constantly decreasing in value as the assets age.  This is termed amortization.  An 
increase in tangible capital assets is an indication that new assets have been added to 
the water system.  Appendix E summarizes the tangible capital assets for the Nairn 
Centre Water System from 2012 and 2013 with projections to 2023. 
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SUMMARY  
 
The financial plan has been developed in accordance with the MOE Financial Plans 
Regulation (O.Reg 435/07).  The process in developing this plan has focused on the 
acheivement of a balance between maintaining the water system in a safe and effective 
manner, while limiting expenditure and water rate increases. A flexible and gradual 
approach has been utilized to achieve viability.  

 
 
 
 
 
 
 
 
  
 
 
 
 

FEEDBACK AND CONTINUIOUS IMPROVEMENT 
 
The financial plan must be updated every five years but it is recommended to be 
updated frequently to reflect changes in operations, economic climate, financing costs, 
consumption and pricing.  
 
  
 
 
 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 

ACHIEVE FINANCIAL VIABILITY 

LIMITS OVERALL WATER COSTS TO CONSUMERS 

PROVIDES SAFE DRINKING WATER IN SHORT TERM AND 

LONG TERM 

DEVELOPS A LONG TERM PLAN FOR CAPITAL RENEWAL 

ACHIEVES FULL COST RECOVERY OVER THE LONG TERM 

MAINTAINS CURRENT SERVICE LEVELS 



Page | 11  
 

 
 

 

 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 



Page | 12  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



Page | 13  
 

 

 

  

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Page | 14  
 

 

 

 

 

 

 

  

 

 

 

 

 

 

 

 

 

 



Page | 15  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Page | 16  
 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 



Page | 17  
 

 


