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MEMO TO:

Reeve & Council

FROM:


Peter Brown, CET




Environmental and Property Operations Manager





Lorrie Blanchard, Treasurer
DATE:


April 29, 2010
Re:
Report to Council–Water Systems (Minden & Lutterworth)
Background
Two reports were presented to Council at the April 8 Committee of the Whole meeting, one specifically in regards to budgeting for the Lutterworth Pines Water Plant and Distribution system.
Council has asked that the Environmental and Property Operations Manager, and the Treasurer review all options and report back to Council.
Lutterworth Pines now has a state of the art water plant, complete with new distribution pipes. The Township of Minden Hills currently is utilizing OCWA to run the overall system until the Operations staff is back to 100% (medical leave pending).
A review has been conducted of the financial implications for Lutterworth, and the following is for your information:

Lutterworth - Capital Project
When the Lutterworth project is complete there will be an unfunded component of approximately $35,000 to $40,000. The municipality currently has a funding program through Ontario Small Waterworks Assistance Program (OSWAP), part of a 4 year - $40 million dollar funding program to provide operating and capital assistance to municipalities with public drinking water systems serving small populations. This program expires March 31, 2012. As part of the program we received $39,000 in 2009 and will continue to receive $39,000 each year, 2010 to 2012. Approximately 25% of this funding relates to the operating costs of the Lutterworth system.  This will allow user fees (revenue) normally applied to operating costs, to be used to repay the unfunded capital.  The 2009 amount will be transferred from the Water Reserve, as this was part of the 2009 Minden water system surplus.
Lutterworth - Reserves for Future Capital

	Present Value
	     850,000.00 

	Rate of Inflation
	2%

	Period
	25 Years

	Future Value
	  1,394,515.00 

	
	

	Estimated Funding %
	66.67%

	Estimated Funding
	     929,723.00 

	Municipal Portion
	     464,792.00 

	
	

	Annual Commitment Required
	12,380

	Investment Interest Rate
	3%

	Annual Payment per Resident
	                  427.00 


As noted by the above schedule, it will require an annual commitment of $12,380 to replace the current Lutterworth system in 25 years.  This equates to a $427 annual payment per resident and assumes an annual inflation rate of 2%, 66.67% Federal and/or Provincial funding and an average investment rate of 3%.
Lutterworth - Operations and Maintenance

There are two scenarios that Council may consider for Operation and Maintenance; utilizing OCWA (or current service provider) or have the municipality operate the system.

Under OCWA, the costs include the following:

· All anticipated salaries and benefits to manage and monitor the operation and equipment
· Necessary staffing to complete all tasks, including after hours and on call.

· The administration of annual reports to the Regulator as per the Certificate of Approval

· Training to meet all regulatory requirements as per Ontario Regulation 128/04

· Analytical costs as per the Certificate of Approval

· Data communications costs including hardware costs for alarm dialers, pagers and cell phones used in the course of regular operations

· Costs for annual chemical injection pump teardown and maintenance

· Transportation, vehicles and gas

· Provision of insurance coverage comprised of boiler and machinery, commercial general liability and environmental (pollution) insurance

· Ongoing DWQMS maintenance

· On-going preventative maintenance program in accordance with industry standards and manufacturer’s specifications

· Implementation of an integrated safety program

· Incidental costs such as postage/courier services, cleaning, small equipment rentals, uniforms, miscellaneous tools and supplies used in the normal course of operations.

· OCWA’s corporate resources, such as accounting, legal, human resources, public relations, etc.

If the Township of Minden Hills were to operate the Lutterworth Pines Water system, we would be required to fulfill ALL OF THE ABOVE. 
Any work done on a water plant and distribution system requires an operator with a license issued by the Ministry of Environment. The Township of Minden Hills currently has two licensed operators on staff, Ivan Ingram and Peter Brown. This has many implications, the worst being the possibility of both being away from work at the same time. Council may want to consider licensing another municipal staff member. But this will be an added expense on the training line.
All licenses must be kept up to date, including ongoing training. Training is an expensive process, as all training is done outside this municipality. A course typically runs from $100 to over $1,000.
There are specific mandatory courses to be taken by an operator who holds a license.

A water plant and distribution system requires an Operator in Charge (OIC) 24 hours a day, 7 days a week, as per the MOE Regulations. The OIC must be available to respond to any alarms or issues by cell or pager, and must be able to respond quickly.

A water plant and distribution system requires an operator on call 24 hours a day, 7 days a week to be able to respond to alarms or concerns.

The plant requires the following inspections:
3 site visits per week, one hour minimum per visit.

Sampling required 2 times per week, with one staff.

Lead sampling twice per year, 8 hours with 2 staff per sampling.

Quarterly samples, 2 hours per sampling, with one staff.

Annual sampling, 4 hours with one staff.

Annual maintenance, minimum 2 days per year, with one staff.

Generator to be run once per month, with one staff.

Snow plowing after each snow fall, ½ hour per visit.

The plant requires an annual report to be generated for the Ministry of Environment. This information is taken from daily and monthly spreadsheets filled out by operations staff. Each report takes approximately 2 days to compile and complete.
The plant must be available for annual inspections by the Ministry of Environment, both planned and unannounced.

The distribution system will require maintenance as required (breaks, leaks, locates, etc).
Lutterworth – 2010 Operational Costs:

The 2010 budget of $50,000 includes the contracted services of OCWA.  Efforts are being made to decrease the OCWA option.
Lutterworth - 2011 Operational Costs:

The following is a cost analysis taken from the information provided, using approximate present day costs, as well as present day municipal staff rates:
	OPERATIONAL COSTS
	
	
	

	(as per Regs)
	
	
	

	
	
	Annual
	 Annual 

	
	
	Hours
	 Cost 

	Site visit and weekly sampling
	
	
	

	(including CofC, courier, etc)
	
	   336.0 
	

	Quarterly samples
	
	       8.0 
	

	Annual Sampling
	
	       4.0 
	

	Annual Maintenance
	
	     16.0 
	

	Generator run
	
	     12.0 
	

	Snow removal
	
	     15.0 
	

	TOTAL (operational)
	
	   391.0 
	 11,145.00 

	
	
	
	

	Callouts (1/week) approx.
	
	   156.0 
	   4,450.00 

	
	
	
	

	MANAGEMENT DUTIES
	
	
	

	(as per Regs)
	
	
	

	
	
	
	

	Monthly Reporting
	
	     96.0 
	

	Adverse reporting (approximate)
	
	     12.0 
	

	Annual Reporting
	
	     16.0 
	

	TOTAL (management)
	
	   124.0 
	   6,150.00 

	
	
	
	

	Operator Replacement
	
	
	 12,000.00 

	
	
	
	

	Training
	per staff average - approximate
	
	   2,000.00 

	License renewal
	2 x $175 / 3 years
	
	      120.00 

	Cell phone usage
	approximate
	
	   2,000.00 

	OT costs unknown
	
	
	

	
	
	
	

	Maintenance & Repairs
	contingency
	
	   4,500.00 

	OCWA Review & Assistance
	
	
	   5,000.00 

	
	
	
	

	Hydro
	approximate
	
	   4,000.00 

	Chemicals, Phone, etc.
	approximate
	
	 10,000.00 

	OVERALL TOTAL (approx)
	
	
	 61,365.00 


Lutterworth - Required Increase to Annual User Fees
Currently each resident pays $1,000 per year for water. There are 29 users in the system, with no chance of any more being connected.

	
	2010
	2011

	
	Total
	Per Resident
	Total
	Per Resident

	Operating
	  50,000.00 
	      1,724.00 
	  61,365.00 
	       2,116.00 

	Contribution to Reserves
	  12,380.00 
	         427.00 
	  12,380.00 
	          427.00 

	
	  62,380.00 
	      2,151.00 
	  73,745.00 
	       2,543.00 

	Current Billing
	
	      1,000.00 
	
	       1,000.00 

	Increase Required
	
	      1,151.00 
	
	       1,543.00 

	** % Increase **
	
	115%
	
	154%


Minden - Water Tower

The cost shortfall of the Minden Hills Water Tower is approximately $1,000,000.  The Federal government has confirmed that the Township of Minden Hills cannot transfer funds from one project to another.  As well, no additional money is available through the infrastructure program.  It is important to note, as per Barry Devolin’s office, that we are not the only municipality experiencing tender results exceeding the original estimate and/or application.  We are attempting to arrange a meeting with the Minister of Transport, Infrastructure and Communities (The Honourable John Baird, M.P.), in order to request additional funding.  

A debenture of $1,000,000, at current interest rates, over a 25 year period, will require an annual payment of approximately $60,000.  Under the current consumption rates, a 3% increase in rates (both water & sewer) will increase gross revenue by approximately $20,000.  Therefore, a debenture payment of $60,000 will require a rate increase of approximately 9%.  Alternatively the rates can be increased by 2% per year (above the operating increase) in order to phase in the required debenture payment.  The payment shortfall in year 1 to 4 could be paid from reserves. A further alternative would be to reduce the debenture through a contribution from reserves.  Reserve balances at the end of 2010 are estimated to be $500,000 (water) and $800,000 (sewer).  It is important to note, however, that these reserves will need to be replenished.
Recommendation
1. Debenture 100% the water tower shortfall, which will require a 5% increase over the 2009 rates (3% operating, 2% capital). This additional 2% increase will be required for the next 5 years (2010 to 2014).  The Treasurer will investigate use of reserves to minimize interest expense, while optimizing interest income.
	
	
	
	+ 5%
	+ 5%
	

	
	2009
	2009 Quarterly
	2010
	2010 Quarterly
	Quarterly

	 
	Rate
	Minimum
	Rate
	Minimum
	Increase

	Water
	    2.20 
	       90.20 
	          2.30 
	        94.70 
	         4.50 

	Sewer
	    2.35 
	     112.80 
	          2.50 
	     118.45 
	         5.65 

	
	
	
	
	
	       10.15 


2. Amalgamate the Lutterworth system into the Minden water system.  Increase the annual user fee by 5%, to $1,050 for 2010.

Respectfully submitted

Peter Brown, CET


Environmental and Property Operations Manager


Lorrie Blanchard, Treasurer
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