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Introduction  

The Township of Perth South, like many other municipalities, owns two separate drinking water systems 

which supply water to the water system users. These systems are regulated through the Ontario Ministry 

of the Environment, Conservation and Parks to ensure water safety and quality. Their oversight includes 

the registering of all municipal drinking systems, licencing system owners/operators, authorizing 

operators to run and maintain drinking water systems, and issuing drinking water works permits to 

modify, repair or extend drinking water systems.  

Every owner and operator of a drinking water system must ensure that the system’s water meets Ontario 

Drinking Water Quality Standards, that anyone who operates or works on their system is properly trained 

and licenced, that drinking water tests are done by licenced, accredited laboratories, and that adverse 

test results are reported to the Ministry of the Environment and the local medical officer of health. The 

Provincial standards for water quality have been established and are set out in the Safe Drinking Water 

Act, 2002 and its associated regulations.  

 

Legislation  

In 2007, the Ministry of the Environment (MOE) issued Ontario Regulation 453/07 Financial Plans under 

the Safe Drinking Water Act, 2002 (SDWA). The regulation and accompanying guideline prescribes the 

requirements for Financial Plans to be prepared as part of the Municipal Drinking Water Licensing Program 

set out in Part V of the SDWA. This regulation was designed by the MOE in response to Justice Dennis 

O’Connor’s Walkerton Inquiry recommendations. The intent is to ensure that municipalities plan for long-

term financial sustainability of their drinking water systems and ensure the safety of their drinking water 

systems into the future. This report has been created to comply with the requirements of O. Reg. 453/07 

and covers Township of Perth South’s water systems which include all pipes, valves, treatment systems 

and wells. The financial statements included in this report project 6 years into the future as required.   

The Financial Plan outlined in this document, and its associated appendices and reference reports, will 

maintain a safe, secure, and reliable water supply for this and future generations of water system users 

through sound financial planning.  

This Financial Plan is a summary of various capital and operational programs already approved by Council 

for the current budget year (2020) with projected revenues and expenditures to 2026.  
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Previous Financial Plans were approved in 2010 and 2015. This plan update is part of the Water Operating 

Authority`s licence renewal requirements.  

This Financial Plan will be published on the Township website and will be submitted to the Ministry of 

Municipal Affairs and Housing, as required by the legislation. Hardcopies of the Plan will be available free 

of charge at the Township office upon request.   

Perth South Water Systems 

The Township of Perth South operates two drinking water systems: Sebringville Water System and St. 

Pauls Water System. Both systems are classified as small residential systems that are well based and 

unmetered. The Sebringville Water System serves 33 users and the St. Pauls system serves 35 users. The 

Township does not operate any wastewater systems.  

Water Rate Type and Historical Rates  

A flat rate is used for billing users in both water systems as neither of the systems are metered. The 

installation of meters has previously been investigated; however, due to the high cost, it was decided that 

the flat rate billing should remain in place.  

The historical annual Sebringville Water System rates per user are as follows: 

Year 2015 2016 2017 2018 2019 2020 

Rate ($) 1,460 1,482 1,504 1,527 1,549 1,573 
Increase ($) 24 22 22 22.64 22.36 23.73 
Increase (%) 1.67 1.51 1.48 1.51 1.51 1.46 

 

The historical annual St. Pauls Water System rates per user are as follows: 

Year 2015 2016 2017 2018 2019 2020 

Rate ($) 1,378 1,399 1,420 1,441 1,462 1,484 
Increase ($)          47.00           21.00           21.00           20.84           21.16           22.37  
Increase (%) 3.53 1.52 1.50 1.47 1.47 1.53 
       

 

Operating Plan 

Operating Expenses 

Operating costs are generally those costs that relate to the operational issues of the supply, treatment 

and distribution of water including staff, supplies and other costs. It is generally accepted that due to the 
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immediate benefit and short term impact of operating expenditures, they will be funded through the 

collection of user rates within the year the costs are incurred. 

The annual budgets for operating costs are typically driven by inflation and in some cases changes in 

operations. An annual inflation factor of 2% was used for all operating expenses. 

Debt 

There are currently no long-term debt on the Sebringville or St. Pauls Water Systems. No long-term debt 

repayment expenses have been included in the plan during the period 2021-2026.   

Lead Replacement  

No funds have been set aside for lead abatement as there is no lead present in either of the water systems.  

Capital Investment Plan 

A Capital Investment Plan that encompasses the entire life cycle of the water system's assets has been 

prepared. The asset information that makes up the water system infrastructure was obtained from the 

Township's accounting system. This information was originally provided by R. J. Burnside & Associates in 

2009. Additional information was obtained from the water system's operators Ontario Clean Water 

Agency (OCWA).  

Capital costs have been inflated using an annual inflation factor of 1% per year. The Financial Plan includes 

the replacement of assets requiring replacement during the period 2021-2026. The required funding for 

these asset replacements will be available within each water system.  

All assets have been given an estimated "useful life" when acquired based on information from engineers. 

The Capital Investment Plan assumes that the asset will be replaced at the end of its useful life. It is 

inevitable that some assets may fail prior to this date, or that others may remain in service after this date; 

however, the replacement at end of life provides a fairly accurate estimate over the lifecycle time frame. 

Annual adjustments are made to compensate for changes in useful life based on condition or when a 

useful life has been exceeded.  

It is important to note that a Capital Investment Plan should be seen as a living document. Due to the long 

planning horizon required to incorporate the asset’s lifecycle, it is inevitable that changes will be required 

from year to year. In order to ensure that the assumptions and information used in the preparation of the 
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Capital Investment Plan remain up-to-date, the Capital Investment Plan will be reviewed annually during 

the municipality's budget process.  

The Capital Investment Plan for the St. Pauls Drinking Water System has been attached as Appendix A and 

the Capital Investment Plan for the Sebringville Drinking Water System has been attached as Appendix B.  

Funding Plan  

The funding plan addresses how the water system will raise the necessary funds required to meet its 

projected operating and capital needs.  

A sustainable water system is one that can adequately cover current operating costs, maintain and repair 

its existing asset base, replace assets when appropriate, fund future growth and service enhancements, 

and account for inflation and changes in technology. 1 

Government Grant 

The Township previously received a grant under the Ontario Small Water Works Assistance Program 

(OSWWAP) to help reduce the cost of operating water systems with a small number of users. This grant 

program was cancelled effective 2013.   

In 2017 the Township received funding from the Clean Water and Wastewater Fund (CWWF). The 

Sebringville and St. Pauls Water Systems received $37,500 each for infrastructure investment. This 

funding improved the financial position of the water systems and was used to fund the replacement of 

infrastructure that required replacement.  

Debt 

There are no debt proceeds included in the Financial Plan as there is no anticipated need to incur debt 

to finance operating or capital during the period 2021-2026. 

User Fees  

The Financial Plan approved by Council in 2010 had projected 2016 increases of 1.66% ($22.86) for the 

Sebringville Water System and 3.50% ($48.23) for the St. Pauls Water System.  These increases were 

reviewed as part of the 2016-2021 Financial Plan update and were adjusted to reflect an annual water 

rate increase of 1.5% for both water systems. This same level of increase has been included in the 2021-

                                                           
1 Towards Financially Sustainable Drinking – Water and Wastewater Systems – Ministry of the Environment, August 
2007 
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2026 Financial Plan for both systems. During the period 2021-2026 this increase will result in an average 

annual increase of $24.49 per user on the Sebringville Water System and $23.12 per user on the St. Pauls 

Water System. All users are charged on a flat rate basis.  

Proposed water rates are shown in the table below: 

 

 

 

Water System Financial Plan Statements 

Forecasted Statement of Financial Position  

The Statement of Financial Position provides information that describes the assets, liabilities, net financial 

assets, and tangible capital assets of the water systems. The Forecasted Statements of Financial Position 

for the Sebringville and St. Pauls Water Systems are provided in Table1 and Table 5 respectively.  

The net financial assets represent the assets on hand (cash) which can provide resources to finance future 

operations. The following graphs illustrate the funds available in each water system. The Sebringville 

Water System has an upward trend which shows that surpluses, through funds invested in reserves, are 

being accumulated for future reinvestment in water system assets.  

The St. Pauls Water System also has an upward trend where surpluses are being accumulated for future 

reinvestment in water system assets.  
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Based on the review of infrastructure and financial information complied in the financial plan, the 

Township of Perth South is of the opinion that both systems are financially viable and will be able to fund 

infrastructure projects when required.  

Water Systems require a significant investment in assets to build the infrastructure necessary to provide 

water services. Identifying and valuing these assets was a requirement adopted by the Public Sector 

Accounting Board (PSAB) in 2009. These assets are constantly decreasing in value each year as they are 

amortized over their useful life. Increases in the net book value (NBV) of a water system are an indication 

that funds have been invested into infrastructure.  

The follow graphs illustrate the annual decreasing value as the assets are consumed while providing 

services as well as the investment into new infrastructure.  
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The St. Pauls Water System is an older system and the graph above highlights the fact that the assets are 

almost fully amortized. This would typically mean that they are at the end of their useful life; however, 

this is not the case. Some of the assets have been fully amortized on a cost basis in accordance with 

accounting standards and principals, but, based on current condition, the assets have many more years 

of remaining life. In order to evaluate the assets in terms of condition and remaining life, discussion will 

take place with Township staff and OCWA to determine how best to review the assets and provide a 

condition rating basis in future financial reports.  

The accumulated surplus of the water systems represents the cash on hand plus the net book value of 

assets less debt. This is the total resources available to finance future operations.  

There is an increasing trend in the accumulation of resources available in the Sebringville Water System. 

This is a reflection of the fact that the Sebringville Water System is a newer system and funds are being 
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accumulated for future investment. The St. Pauls Water System shows larger increases in the 

accumulation of resources due to the fact that this is an older system and funds will be needed sooner for 

the replacement of the infrastructure as it reaches the end of its useful life.  

 

 

 

Forecasted Statement of Operations 

The Forecasted Statement of Operations projects revenues and expenses. The annual surplus / (deficit) 

measures whether the revenues generated were sufficient to cover the expenses incurred and in turn, 

whether net financial assets have been maintained or depleted. An annual surplus is required to ensure 

funding is available to cover asset acquisition costs, reserve fund transfers and debt principal payments. 
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The Forecasted Statement of Operations for the Sebringville and St. Pauls Water Systems is provided in 

Table 2 and Table 6 respectively.  

Forecasted Statement of Changes in Net Financial Assets 

The Forecasted Statement of Changes in Net Financial Assets illustrates the extent to which the 

expenditures are met by revenues in the period. The Forecasted Statement of Changes in Net Financial 

Assets for the Sebringville and St. Pauls Water Systems is provided in Table 3 and Table 7 respectively.  

Forecasted Statement of Cash Flow 

The Forecasted Statement of Cash Flow projects how cash will be generated and used. The transactions 

that provide/use cash are classified as operating, capital, investing and financing activities. The 

Forecasted Statement of Cash Flow for the Sebringville and St. Pauls Water Systems is provided in Table 

4 and Table 8 respectively.  
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Appendix C – Ontario Regulation 453/07 
 

Safe Drinking Water Act, 2002 

ONTARIO REGULATION 453/07 
FINANCIAL PLANS 

Consolidation Period: From April 1, 2008 to the e-Laws currency date. 

Last amendment: O. Reg. 69/08. 

Requirement to prepare financial plans 

1. (1) A person who makes an application under clause 32 (1) (b) of the Act for a 
municipal drinking water licence shall, before making the application, prepare and 
approve financial plans for the system that satisfy the requirements prescribed under 
section 2. O. Reg. 453/07, s. 1 (1). 

(2) A person who makes an application under subsection 32 (4) of the Act for the 
renewal of a municipal drinking water licence shall, before making the application, 
prepare and approve financial plans for the system that satisfy the requirements 
prescribed under section 3. O. Reg. 453/07, s. 1 (2). 

(3) As a condition in a municipal drinking water licence that is issued in response 
to an application made under section 33 of the Act for a municipal drinking water 
licence, the Director shall include a requirement that the owner of the drinking water 
system, by the later of July 1, 2010 and the date that is six months after the date the 
first licence for the system is issued, prepare and approve financial plans for the system 
that satisfy the requirements prescribed under section 3. O. Reg. 453/07, s. 1 (3). 

(4) The Director shall include, as a condition in a municipal drinking water licence, 
the requirement set out in subsection (3) in any amendments to a license made after the 
application, if the condition is not satisfied at the time when the amendment is made. 
O. Reg. 453/07, s. 1 (4). 

Financial plan requirements; new systems 

2. For the purposes of clause (b) of the definition of “financial plans” in subsection 
30 (1) of the Act, the following requirements are prescribed for financial plans that are 
required by subsection 1 (1) to satisfy the requirements of this section: 

1. The financial plans must be approved by a resolution that indicates that the 
drinking water system is financially viable and that is passed by, 

i. the council of the municipality, if the owner of the drinking water system is a 
municipality, or 

ii. the governing body of the owner, if the owner of the drinking water system 
has a governing body and is not a municipality. 

http://www.e-laws.gov.on.ca/navigation?file=currencyDates&lang=en
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s1s1
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s1s1
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s1s2
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s1s3
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s1s4
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s2
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2. The financial plans,  

i. must include a statement that the financial impacts of the drinking water 
system have been considered, and  

ii. must apply for a period of at least six years. 

3. The first year to which the financial plan must apply is the year in which the 
drinking water system is expected to first serve the public. 

4. For each year in which the financial plans apply, the financial plans must 
include details of the proposed or projected financial operations of the drinking 
water system itemized by, 

i. total revenues, further itemized by water rates, user charges and other 
revenues, 

ii. total expenses, further itemized by amortization expenses, interest 
expenses and other expenses, 

iii. annual surplus or deficit, and 

iv. accumulated surplus or deficit. 

5. The owner of the drinking water system must, 

i. make the financial plans available, on request, to members of the public 
who are served by the drinking water system without charge, 

ii. make the financial plans available to members of the public without charge 
through publication on the Internet, if the owner maintains a website on 
the Internet, and 

iii. provide notice advising the public of the availability of the financial plans 
under subparagraphs i and ii, if applicable, in a manner that, in the opinion 
of the owner, will bring the notice to the attention of members of the public 
who are served by the drinking water system. 

6. The owner of the drinking water system must give a copy of the financial plans 
to the Ministry of Municipal Affairs and Housing. O. Reg. 453/07, s. 2. 

Financial plan requirements; licence renewal 

3. (1) For the purposes of clause (b) of the definition of “financial plans” in 
subsection 30 (1) of the Act, the following requirements are prescribed for financial 
plans that are required by subsection 1 (2) or a condition that is included in a municipal 
drinking water licence under subsection 1 (3) to satisfy the requirements of this section: 

1. The financial plans must be approved by a resolution that is passed by, 

i. the council of the municipality, if the owner of the drinking water system is a 
municipality, or 

ii. the governing body of the owner, if the owner of the drinking water system 
has a governing body and is not a municipality.  

2. The financial plans must apply to a period of at least six years. 

http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s3s1
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s3s1
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3. The first year to which the financial plans must apply must be the year 
determined in accordance with the following rules: 

i. If the financial plans are required by subsection 1 (2), the first year to which 
the financial plans must apply must be the year in which the drinking water 
system’s existing municipal drinking water licence would otherwise expire. 

ii. If the financial plans are required by a condition that was included in a 
municipal drinking water licence under subsection 1 (3), the first year to 
which the financial plans must apply must be the later of 2010 and the 
year in which the first licence for the system was issued. 

4. Subject to subsection (2), for each year to which the financial plans apply, the 
financial plans must include the following: 

i. Details of the proposed or projected financial position of the drinking water 
system itemized by,  

A. total financial assets, 

B. total liabilities,  

C. net debt, 

D. non-financial assets that are tangible capital assets, tangible capital 
assets under construction, inventories of supplies and prepaid 
expenses, and 

E. changes in tangible capital assets that are additions, donations, write 
downs and disposals. 

ii. Details of the proposed or projected financial operations of the drinking 
water system itemized by,  

A. total revenues, further itemized by water rates, user charges and other 
revenues, 

B. total expenses, further itemized by amortization expenses, interest 
expenses and other expenses, 

C. annual surplus or deficit, and 

D. accumulated surplus or deficit. 

iii. Details of the drinking water system’s proposed or projected gross cash 
receipts and gross cash payments itemized by, 

A. operating transactions that are cash received from revenues, cash paid 
for operating expenses and finance charges,  

B. capital transactions that are proceeds on the sale of tangible capital 
assets and cash used to acquire capital assets,  

C. investing transactions that are acquisitions and disposal of 
investments, 
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D. financing transactions that are proceeds from the issuance of debt and 
debt repayment, 

E. changes in cash and cash equivalents during the year, and 

F. cash and cash equivalents at the beginning and end of the year. 

iv. Details of the extent to which the information described in subparagraphs 
i, ii and iii relates directly to the replacement of lead service pipes as 
defined in section 15.1- 3 of Schedule 15.1 to Ontario Regulation 170/03 
(Drinking Water Systems), made under the Act.  

5. The owner of the drinking water system must, 

i. make the financial plans available, on request, to members of the public 
who are served by the drinking water system without charge, 

ii. make the financial plans available to members of the public without charge 
through publication on the Internet, if the owner maintains a website on 
the Internet, and  

iii. provide notice advising the public of the availability of the financial plans 
under subparagraphs i and ii, if applicable, in a manner that, in the opinion 
of the owner, will bring the notice to the attention of members of the public 
who are served by the drinking water system. 

6. The owner of the drinking water system must give a copy of the financial plans 
to the Ministry of Municipal Affairs and Housing. O. Reg. 453/07, s. 3 (1). 

(2) Each of the following sub-subparagraphs applies only if the information 
referred to in the sub-subparagraph is known to the owner at the time the financial plans 
are prepared: 

1. Sub-subparagraphs 4 i A, B and C of subsection (1). 

2. Sub-subparagraphs 4 iii A, C, E and F of subsection (1). O. Reg. 453/07, s. 3 
(2). 

Alternative requirements for two or more drinking water systems 

4. If section 3 applies to the financial plans of two or more drinking water systems 
that are solely owned by the same owner, the requirements prescribed by the section 
may, as an alternative, be satisfied by financial plans that comply with the section but 
treat those systems as if they were one drinking water system. O. Reg. 453/07, s. 4. 

Amendment of financial plans 

5. Sections 2 and 3 do not prevent financial plans from being amended. O. Reg. 
453/07, s. 5. 

Additional information 

6. The requirements of this Regulation do not prevent a person from providing 
additional information in financial plans prepared for the purpose of meeting the 
requirements of the Act. O. Reg. 453/07, s. 6. 

http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s3s2
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s4
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s5
http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s6
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7. Omitted (provides for coming into force of provisions of this Regulation). 
O. Reg. 453/07, s. 7. 

 

 

 

 

 

 

http://www.e-laws.gov.on.ca/html/regs/french/elaws_regs_070453_f.htm#s7

