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REGINA | City of Regina
November 21, 2011
To: His Worship the Mayor,

and Members of City Council

Re: Water and Sewer Utility Budget

Each year City Council is required to adopt operating and capital budgets. There are three
components to the budgets: the General Operating Budget, the Water and Sewer Utility Operating
and Capital Budget and the General Capital Budget. This document is the Water and Sewer
Utility Budget, including the 2012 Utility Operating Budget and the 2012 — 2016 Utility Capital
Budget.

Budget Highlights

« Utility rates for 2012 were adopted by City Council concurrently with the 2011 Water and Sewer
Utility Budget. For a typical residential customer, the 2012 rates result in a 9.1% increase or about
$9.41 per month. The increase for a sample commercial customer is 9% or about $60.52 per
month.

« The overall revenue increase for 2012 is 8.2%. The rate increase for 2012 will result in increased
revenues of about 8.05%. This reflects a 9% increase in utility rates, the impact of additional
customers and a decrease due to reduced average consumption, the introduction of proration and
reduced wastewater revenues resulting from process changes for an industrial costumer. Details on
the rates for 2011 through 2013 are provided on pages 12 and 13 of this document. In addition to
the rate related increase, $1.5 million is budgeted for a grant through the Saskatchewan
Infrastructure Growth Initiative Program, as well as $1.6 million for interest earned on investments.

« The 2012 Utility Operating Budget provides the funding necessary to meet legislative requirements
and Council’s service objectives for water, wastewater and drainage. The total 2012 Operating
budget for the Utility, including debt repayment, is about $60.6 million; an increase of $2.3 million
from the 2011 budget. Cost increases include additional costs for the purchase of materials such as
pipe, chemicals, electricity and the cost of water from the Buffalo Pound Water Treatment Plant, as
well as adjustments to allocated costs for equipment and other goods and services. The Utility
Operating Budget also provides for the continued development of asset management, business
planning and performance metrics to achieve sustainable infrastructure investment strategies.

« The 2012 — 2016 Utility Capital Program totals $337.5 million, with 2012 totaling $65.8 million.
In comparison, the total 2011 — 2015 utility capital program was about $343.6 million, with 2011’s
capital investment at $69.1 million. Major 2012 projects include Wastewater Treatment Plant
Refurbishing, Improvements and Expansion ($19.6 million), Buffalo Pound Water Treatment Plant
Upgrades ($11.6 million), and System Upgrades for Pressure Zone 2 ($4.0 million).
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« The 2012 — 2016 Capital Program proposes a total of $178 million in debt financing to meet these
capital requirements. This total includes the repayment of $43.1 million in debt reallocated from
the Global Transportation Hub, which will be paid out in 2014, requiring refinancing for that
portion of the overall debt. The timing of debt issues will largely depend upon the construction
schedule for the wastewater treatment plant.

« Each year an amount is transferred to the General Operating Fund, representing a payment in lieu
of taxes and access fee. Any organization or utility operating in a municipality would be required
to pay the municipality either property taxes or an access fee for operating rights. Regina's transfer
is the total of 7.5% of the previous year’s budgeted revenues for billed water consumption,
wastewater charges and drainage infrastructure levy plus an amount ($675,000) estimated to be
3/7ths of the GST rebate received by the Utility. This amount is the additional rebate provided by
the Federal Government starting in 2004. For 2011, these budgeted amounts total $6,881,200
which is used for general municipal expenses.

Public Reporting

In 2005, the Province adopted new regulations in Part V.1 of The Cities Regulations regarding Public
Reporting on Municipal Waterworks. The regulations apply only to waterworks, however since the
Utility includes water, wastewater and drainage services, the information required by the regulations is
provided for the entire utility. The information requirements include:

« Information on the rate policy and capital investment strategy as adopted pursuant to sections 22.3
and 22.4 of the regulations. The information required with respect to the City’s rate policy is
provided on pages 10 through 13 of this document. Information on the capital investment strategy
is included in the Utility Capital Program Section of this document and in particular, the
Infrastructure Overview Section starting on page 47.

« A financial overview providing the information outlined in the regulations. The data outlined in
the regulations is included in the Introduction Section of this document on page 1. More detailed
information on the revenues and expenditures is provided in the detailed Utility Revenue and
Utility Expenditure sections. The regulations also require a comparison of the Utility revenues to
expenditures and debt payments, expressed as a ratio in accordance with the following formula:

Revenues
(Expenditures + Debt Payments)

For 2012, based on the definitions in the regulations, the ratio for the Water and Sewer Utility is
1.75, based on revenues of $94,166,200, expenditures of $48,188,400 and debt repayments of
$5,506,000. In accordance with the definition in the regulations, expenditures include the interest
cost on the debt, while debt payments are the principal repayments on the debt.

For 2012, the ratio indicates that revenues exceed expenditures and debt repayments by about 75%.
By policy, the net revenue or surplus is used to fund transfers to the General Operating Fund, with
the balance used to fund future Utility capital requirements. This ratio indicates that the Utility is
recovering its operating costs as well as providing investment for future capital requirements. The
ratio is projected to increase over the next several years as additional funding is generated to fund
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large capital projects such as the Wastewater Treatment Plant Expansion, along with on-going
requirements such as infrastructure investment.

. Information on the current reserves and deferred revenue, capital plans for infrastructure projects
and the sources of funding for the capital projects are detailed in the Utility Capital Program
section of this document.

Capital Requirements and Funding

Regina’s location, in a sensitive natural environment far from a major water source, affects the
standards and costs for water supply and wastewater treatment and disposal. Additional information on
the Utility services and systems in Regina is provided in the Introduction and Expenditure Sections of
this document and the Water and Sewer Utility Business Plan.

The 2012 Utility Capital Budget totals $65.8 million with the 2012 — 2016 Utility Capital Budget
totaling $337.5 million over five years. The proposed five-year capital program is approximate $6.1
million less than the five-year capital program approved in 2011; an decrease of about 1.7%. While
these are significant expenditures, they are not unreasonable considering recent construction cost
escalations, and that the estimated replacement cost of the entire system exceeds $3.5 billion.

While the capital investment proposed for 2012 to 2016 is significant, the long term requirements of the
system will continue to put pressure on rate and debt requirements. The capital program for the next
five years is focused on addressing the need to upgrade plants, invest in approved development, and
manage essential infrastructure work, including collecting infrastructure condition data to support
future decisions.

A significant amount of capital investment has been deferred to 2016 and beyond, to limit the total
maximum debt to approximately $178 million. The effects of these deferrals causes concern in relation
to potential future rate increases and the amount of debt potentially required, particularly in relation to
the existing maximum borrowing capacity of the City ($200 million). These limitations and issues may
be manageable over time, but they create risk for the City.

Capital requirements include an expansion to the Wastewater Treatment Plant to meet the Federal
Government requirements under The Canadian Environmental Protection Act and The Fisheries Act as
well as to comply with Saskatchewan Environment Regulations. Improvements are also required under
the Provincial Water Quality Standards. Capital investments in the range of $150 million are required
over the next five years to upgrade and expand the City’s wastewater treatment plant to meet more
stringent provincial regulations and position us to meet federal regulations. While Utility rates were
increased in 2008 — 2010 and again in 2011 — 2013 to begin to address these and other capital
pressures, the timing and magnitude of the increased revenue is insufficient to offset the timing and
financial impact associated with such regulatory changes and other ongoing capital improvements.

While discussions continue with the federal and provincial governments on the new regulations and
financial impact of the wastewater treatment plant expansion to meet those regulations, there is no
certainty that such discussions will result in a shared funding agreement. Should no substantial funding
be provided by other levels of government, the City will need to re-evaluate the proposed programs and
budgets for 2012 — 2016 for further possible deferrals in capital investments, increased utility rates,
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alternative funding/delivery mechanism, and/or potential reductions in level of service to Utility
customers.

Maintenance of the water, wastewater and drainage systems is a duty of the City in the interest of
public health and safety. Aging infrastructure and changing regulatory standards contribute to the
increasing need for revenue, which result in a requirement to increase rates. The City has a duty to
be responsible stewards of these essential utilities to promote the health, well being and economic
opportunity of the community.

Respectfully submitted,

Glen B. Davies
City Manager
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Utility Operating Budget Summary ($000’s)

Change 2011 to 2012

Dollar Percent
Details ($000's) 2011 Budget 2011 Actual 2012 Budget Change ($) Change (%)
Operating Revenue:
Water 41,991.9 42,672.6 45,931.1 3,939.2 9.4
Wastewater 31,541.0 31,788.7 33,341.2 1,800.2 5.7
Drainage 9,775.9 9,874.6 10,775.5 999.6 10.2
Other 3,698.4 4,379.3 4,118.4 420.0 11.4
Total Operating Revenue 87,007.2 88,715.2 94,166.2 7,159.0 8.2
Operating Expenditures:
Water, Wastewater & Drainage
Operations and Construction 23,833.2 23,491.3 24,409.0 575.8 2.4
Wastewater Treatment 5,696.7 2,496.2 6,228.4 531.7 9.3
Engineering and Operations 6,727.7 6,274.5 7,035.4 307.7 4.6
Utility Administration 7,530.4 7,424.9 8,132.8 602.4 8.0
Transfer to General Operating 6,376.9 6,376.9 6,881.2 504.3 7.9
Debt Costs 8,154.0 8,154.0 7,888.7 (265.3) (3.3)
Total Operating Expenditures 58,318.9 54,217.8 60,575.5 2,256.6 3.9
Transfer to General Utility Reserve 28,688.3 31,497.4 33,590.7 4,902.4 17.1
Total Expenditures and Transfers 87,007.2 85,715.2 94,166.2 7,159.0 8.2
2012 Budget Overview

The 2012 Water and Sewer Utility Operating and 2012 — 2016 Utility Capital Budgets reflect Regina’s
commitment to maintaining safe and secure Utility operations. Across North America, water and sewer
rates are increasing as utilities face challenges relating to:

- assessment and replacement of aging infrastructure

- expansion of capacity

- improvements required to meet enhanced and/or more stringent regulations and standards.

The total capital investments proposed for 2012-2016 are approximately $337.5 million. While the capital
investment proposed for 2012 to 2016 is significant, the long term requirements of the system will
continue to put pressure on rate and debt requirements. The capital program for the next five years is
focused on addressing the need to upgrade plants, invest in approved development, and manage
essential infrastructure work, including collecting infrastructure condition data to support future decisions.

A significant amount of capital investment has been deferred to 2016 and beyond, to limit the total
maximum debt to approximately $179 million. The effects of these deferrals causes concern in relation to
potential future rate increases and the amount of debt potentially required, particularly in relation to the
existing maximum borrowing capacity of the City ($200 million). These limitations and issues may be
manageable over time, but they create risk for the City.



Capital requirements include an expansion to the Wastewater Treatment Plant to meet the Federal
Government requirements under The Canadian Environmental Protection Act and The Fisheries Act as
well as to comply with Saskatchewan Environment Regulations. Improvements are also required under
the Provincial Water Quality Standards. Capital investments in the range of $150 million are required
over the next five years to upgrade and expand the City's wastewater treatment plant to meet more
stringent provincial and federal regulations. While Utility rates were increased in 2008 — 2010 to begin to
address these and other capital pressures, the timing and magnitude of the increased revenue is
insufficient to offset the timing and financial impact associated with such regulatory changes and other
ongoing capital improvements.

While discussions continue with the federal and provincial governments on the new regulations and
financial impact of the wastewater treatment plant expansion to meet those regulations, there is no
certainty that such discussions will result in a shared funding agreement. Should no substantial funding
be provided by other levels of government, the City will need to re-evaluate the proposed programs and
budgets for 2012 — 2016 for further possible deferrals in capital investments, increased utility rates,
alternative funding/delivery mechanisms, and/or potential reductions in level of service to Ultility
customers.

In 2012, the Utility has budgeted for $1.465 million in provincial grant revenue from the Saskatchewan
Infrastructure Growth Initiative Program (SIGI). This revenue is equivalent to the debt servicing cost for
$43.1 million in debt financing originally provided by the SIGI Program to finance the Global
Transportation Hub. This funding was transferred to the Utility in 2010.

In 2012, after the 9% increase, the price of a cubic metre of water will be $1.35. This volume of water is
equivalent to two thousand 500 millilitre bottles, which would cost about $3,000.

2012 Budget Process

The Utility contributes strongly to the Vision outcomes of Sustainability and Harmony, with the provision of
safe drinking water and sustainable stewardship of surrounding watersheds as basic needs of the community
to thrive.

As part of the effort to achieve this vision, the Administration developed a corporate strategic plan for 2008
through 2012 and work continues on a performance management process to align with City Council's
strategic direction.

The Corporate Strategic Plan - Accelerating Excellence - identified four strategic priorities:

Managing Growth and Community Development
Strengthening City Infrastructure and Managing Assets
Achieving Operational Excellence

Ensuring Organizational Capacity and Effectiveness

The budget process always involves difficult choices. A key aspect of the budget process is that City
Council is making choices on behalf of the community. With the limited resources available, it is
important that each year's budget process involve the establishment of priorities. Many Canadian cities
are developing multi-year strategic plans to help guide the resource allocation process. Building on the
strength of work carried out over the past few years, the 2012 budget was developed based on priorities
established through City Council’s Vision for Regina, the Corporate Strategic Plan and an assessment of
future issues and opportunities faced by the organization.

The approach to developing the 2012 Budget focused on identifying strategic priorities and allocating
resources to those priorities to avoid having budget limitations drive the strategy. Divisions identified
requirements for ongoing and one-time initiatives and evaluated them according to the strategic priorities.



Divisions also identified opportunities where existing resources could be reallocated toward the strategic
priorities.

Corporate Strategic Planning and Performance Management Process

In early 2007, City Council updated its Vision for Regina as follows:

Imagine Regina 2020
Canada’s most...
Vibrant,

Inclusive,
Attractive,
Sustainable community
Where people live in Harmony
And Thrive in opportunity.

Corporate Strategic Plan

In November 2007, the Executive Leadership Team endorsed in principle our first five-year corporate
strategic plan: Accelerating Excellence, 2008-2012. It is the highest level of planning in the Corporation
and it represents a roadmap for the entire organization. It takes direction from Council and
communicates our Vision, Mission, Values, Strategic Priorities, Key Areas of Focus and Outcomes
enabling the Divisions of our City to develop and align their business plans. Combined, this forms the
“line of sight” for the community, Council and employees.

Background

The Core Services Review that was completed in 2004 recommended that the City of Regina develop a
corporate strategic plan and a corporate performance management program. The Core Services Review
final report stated:

“A theme that repeated itself throughout the core services review focused on the lack of
a strategic link between the Community Vision that [had] been created by Council and
the activities of the municipal corporation. Articulated in various ways, there was a lack
of understanding about how the municipal corporation itself and the many service areas
within it were meant to support and realize that Vision.”

To establish the strategic link, and galvanize our efforts, the City of Regina undertook a strategic planning
process to strengthen the relationship between the community, Council and our employees in keeping
with our Accountability Framework. This framework demonstrates that both Council and the
administration have a role in strategic planning — Council sets the Vision, the administration develops
strategic and business plans to align their activity to the Vision.

! “Final Report: Core Services Review”, TKMC, November 29, 2004
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Business Planning

During 2008, divisional business planning began using the corporate strategic framework as a basis for
planning. In addition to this “top-down” approach, Divisions also incorporated their knowledge of
customer and citizen priorities, facility and infrastructure requirements, and their daily analysis of risks and
opportunities resulting from ongoing operations — a more “bottom-up” approach. The two approaches
working together ensure that the corporate strategic approach will integrate into Divisional business plans
that are both strategic and responsive.

As planning cascades through the organization, the level of engagement and detail will become
increasingly refined. Participants in the planning sessions are cross functional to ensure an integrated
approach and a ‘de-siloing’ of the organization.

Some areas within the City of Regina have undertaken business planning in the past. What is new for
these groups is that they now have a longer term corporate Vision, Mission, Values and Strategic
Priorities to provide better context for their planning efforts.

In 2010, the first Water and Sewer Utility Business Plan was documented to capture the current state of the
Utility business and outlines how the Utility supports the City’s goals. This plan also establishes the
foundation for ongoing evolution and improvement of the Utility business. The Water and Sewer Utility: 2010-
2011 Business Strategy, along with the Corporate Strategic Plan and pertinent Division and Department
business plans, guided the development of the 2012 Utility Budget.

2012 Strategic Focus and Business Improvement Strategy

The City of Regina is facing challenges including rapid growth, capital and operating funding constraints,
potential loss of knowledge through retirements, deteriorating infrastructure, and climate change. In
response to these pressures, the City has developed a strategic focus for 2012, to narrow the gap between
current and expected service levels and our ability to deliver them.

In line with the City strategy, the Utility has identified Comprehensive Asset Management (CAM), as its
approach to help narrowing the gap and setting the stage for continued high performance and sustainability.
CAM does not just focus on tactical initiatives such as asset register development, condition assessments or
maintenance approaches, but in addition includes strategic elements such as Asset Management policy and



strategy development, defining Levels of Service and also the development of tactical approaches such as
Business Case Evaluations and Risk Frameworks incorporating Triple Bottom Line considerations. A CAM
approach is therefore broad in that it considers the four elements of Strategy, Assets, People and Processes
which when working together, will significantly contribute towards the City’s goal of Utility Management best
practice.

The Utility has been successful in obtaining approval for 9 percent rate increases from 2008 -- 2013 but, it is
recognized that such increases may be unsustainable over the longer term. Thus, beyond the larger City
initiative to “narrow the gap”, the Utility must ensure that it is operating as efficiently and effectively as it can
while responding to customer expectations appropriately. Through the development of a comprehensive
business improvement strategy (through the filter of CAM), the Utility will be better able to quantify the
required renewal and investment programs and better understand the linkage between investment and the
customer outcomes it delivers. This strategy will allow the Utility to understand and demonstrate the value
that it is providing for money to customers. Any rate increases beyond 2013 will be based on performance
based information and linked to customer outcomes.

The Utility retained CH2M HILL Canada Ltd. (CH2M HILL) to provide consulting support for the design and
planning of this project. The study focused on the three Divisions that make up the Utility — Planning &
Development, Public Works and Corporate Services. The objectives of the study were to work with Utility
staff to understand the current situation with respect to asset management performance and to develop a
Roadmap to improve Utility management and performance. This Roadmap will identify the priority initiatives
that will form the basis of a project plan for the development of a future focused business strategy for the
Utility over the next 2 yrs. The business improvement strategy will provide the foundation for the 2013 Rate
Review, which will be the basis for Utility rate setting for the next 4 year period.

Utility Service Overview

The Water and Sewer Utility provides water, wastewater and drainage services primarily to customers in
Regina. The services provided through the Utility include:

e Water Supply, Pumping and Distribution

The water system provides water for residential, institutional, commercial and industrial customers as
well as water for fire protection. The system serves a population of approximately 200,000 including
some customers outside the City limits. Service goals include:

— Providing water that meets or exceeds Provincial water quality standards and objectives.

— Providing water at adequate pressure and in sufficient quantity to satisfy the requirements for
domestic and commercial use, irrigation and fire protection.

— ldentifying and implementing improvements to the water system through long range planning,
monitoring, improved operation, capital works and new technology.

— Participating in Communities of Tomorrow and National Research Council’'s Centre for Sustainable
Infrastructure Research to develop new technologies and improve practices.



e Wastewater Collection and Treatment

The wastewater system collects wastewater from all residential, institutional, commercial and industrial
customers in the City, and treats wastewater to meet Provincial and Federal environmental regulations
and industry standards. Service goals include:

— Collecting domestic, commercial and industrial wastewater in the City and reliably delivering it to
wastewater treatment facilities.

— Producing a treated wastewater effluent that is biologically and chemically safe for the environment
and meets the requirements of the provincially issued operating permit.

— Ensuring pollutants removed from the wastewater are treated and disposed of in an environmentally
responsible manner.

e Drainage

The drainage system controls water runoff resulting from rainfall and melting snow in and around the
city. The system serves approximately 63,000 residential, institutional, commercial and industrial
properties. Service goals include:

— Operating and maintaining the drainage system to control run-off water within the city to minimize
inconvenience, property damage and danger to the public.

— Monitoring the potential for flood conditions in Wascana Creek and the storm channels and carrying
out flood control measures as required.

— Providing environmental monitoring of storm water quality.

The Water and Sewer Utility is responsible for diverse infrastructure including water mains, storage
reservoirs, pumping stations, building service connections, wastewater treatment plant, wastewater and
storm drainage sewers, and drainage channels and creeks. The City of Regina is also a joint owner of the
Buffalo Pound Water Treatment Plant with the City of Moose Jaw.

Regional Setting

Regina's location is a sensitive natural environment and its landlocked status is unique among major
Canadian cities. Regina’s location impacts the standards and costs for water supply and wastewater
treatment and disposal.

Regina’s water supply originates with snow melt and rainfall in the eastern Rocky Mountains that feed the
tributaries of the South Saskatchewan River. Buffalo Pound Lake is the source of Regina, Moose Jaw and
several surrounding community's treated water supply.

Wascana Creek is a seasonal stream that originates to the east of Regina and flows through the City
collecting stormwater run-off and treated wastewater effluent. For much of the year these sources are the
only water that feeds Wascana Creek, and without these sources, the Creek would be dry.

The Utility's water supply and wastewater treatment systems are intended to provide treatment that is
appropriate to its natural setting and to minimize the city's influence on the receiving environment.



Regina is the centre of an economic region comprised of approximately 40 communities. Initiatives are
underway to strengthen partnerships and to collaborate on mutual opportunities and interests. Regina’s
Utility systems provide some regional services and over time their role may increase.

Regulatory Environment

Saskatchewan Watershed Authority is responsible for management of Saskatchewan’s surface water and
ground water resources. The Authority regulates the allocation of water, establishes management plans for
the province’s river basins and is responsible for land drainage and wetland preservation and enhancement.

Saskatchewan's Ministry of Environment regulates water supply and distribution, and wastewater collection,
treatment and disposal. Permits for the construction and operation of water and wastewater systems require
specific standards to protect human health, to ensure consistent water quality, and to minimize impacts on
the natural environment. Requirements outlined in the provincial regulations include mandatory operator
certification, routine facility inspections, testing and reporting to ensure compliance.

The Federal Government's Fisheries Act prohibits the discharge of any “deleterious substance” that may
affect fish or fish habitat. Ammonia is designated a “toxic” substance that is part of the federal governments
proposed national standards to regulate municipal wastewater effluents. The Utility’'s wastewater treatment
plant (WWTP) requires a capital upgrade to meet the acute toxicity requirement.

The provinces may impose additional regulations beyond the federal requirements and the Province of
Saskatchewan does require the Utility to meet standards beyond the proposed federal standard. Utility staff
and Saskatchewan Ministry of Environment are in broad agreement on the principle that treated effluent
standards for the Utility’s upgraded wastewater treatment plant should consider environmental effects in the
downstream environment. To address this principle, the Utility continues to carry out a significant monitoring
program to document current conditions and help project future conditions in the downstream environment as
well as initiating engineering for the WWTP upgrade. Should the Province decide to make standards even
more stringent, further significant capital costs would be required. The Utility supports the principle of shared
fiscal responsibility with respect to protection of the environment.

It is recognized that the Utility, in particular pumping and treatment operations, accounts for approximately
50% of the corporation’s overall GHG emissions. The feasibility of alternatives and associated costs are
being considered to achieve reductions that are largely realized by decreasing energy consumption or
changing the energy source. Energy consumption is a key consideration in the development of the
wastewater treatment plant upgrade.



This page left blank intentionally.



Utility Operating Revenues



Utility Operating Revenues

Utility Operating Revenue Summary ($000’s)

Change 2011 to 2012

Dollar Percent
Revenue Details ($000's) 2011 Budget 2011 Actual 2012 Budget Change ($) Change %
Water Revenue
Metered Water Charges 41,531.9 42,068.2 45,395.1 3,863.2 9.3
Unmetered Water Charges 130.0 31.6 50.0 (80.0) (61.5)
Service Conn. (New & Replacement) 330.0 572.8 486.0 156.0 47.3
Subtotal 41,991.9 42,672.6 45,931.1 3,939.2 9.4
Wastewater Revenue
Wastewater Charges 31,441.0 31,672.2 33,241.2 1,800.2 5.7
Wastewater Service Surcharge 100.0 116.5 100.0 - -
Subtotal 31,541.0 31,788.7 33,341.2 1,800.2 5.7
Drainage Infrastructure Levy 9,775.9 9,874.6 10,775.5 999.6 10.2
Other Revenues:
Provincial Grant - SIGI 1,465.4 1,465.4 1,465.4 - 100.0
Provincial Grant - Flood Control - 396.7 - - -
Interest Earned on Investments 1,600.0 1,724.0 1,600.0 - -
Account Service Fees 260.0 338.7 280.0 20.0 7.7
Delinquency & Collection Admin. 261.0 284.0 257.0 (4.0) (1.5)
Meter Administration Fees 85.0 38.6 105.0 20.0 235
SAF Administration Fees - 65.0 384.0 384.0 -
Other Revenues 27.0 66.9 27.0 - 100.0
Subtotal 3,698.4 4,379.3 4,118.4 420.0 11.4
Total Utility Revenues 87,007.2 88,715.2 94,166.2 7,159.0 8.2
Use of 2012 Utility Revenue
Utility Capital
Funding
33.0%
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Utility Rates and Rate Policies

Section 22.3 of The Cities Regulations requires Council to adopt a rate policy that sets out the rates or fees
to be charged to consumers for the use of water. The policy must include the method used to determine
those rates or fees. In establishing Utility rates, the following policies have been adopted in the past by City
Council:

1.

Utility rates are to be established such that they are sufficient, based on long term projections, to fully
fund Utility operating costs, interest cost and debt repayments, capital requirements, and transfer
policies, taking into account the operating and infrastructure requirements of the Utility required to meet
the service goals of the Utility, as determined by City Council or prescribed by legislation. The
objectives for the Utility’s rate structure are:

e Financial Self Sufficiency — Utility rates must generate revenue adequate to meet all operating
and capital costs of the Utility in both the short and the long term.

e Conservation — Utility rates should encourage customers to use water responsibly.

¢ Reduction of Peak Demand — The Utility rates should encourage water conservation during
summer months, reducing the need for infrastructure investment and higher rates.

e Equity — The Ultility rates should result in a charge to customers according to the cost of services
utilized.

The rate structure for water and wastewater will include a base fee that varies according to the size of
the water meter. The variation in the base rate by meter size will be based on the schedule
recommended by the American Water Works Association (AWWA). The ratios for the base rate based
on meter size are shown in the following table.

Water and Wastewater Base Fee Ratios

Meter Size AWWA Standard Ratio
15 mm 1.0
18 mm 1.0
25 mm 1.4
40 mm 1.8
50 mm 29
75 mm 11
100 mm 14
150 mm 21
200 mm 29

The rate structure for water and wastewater will include a uniform rate for each cubic metre of water
consumed and each cubic metre of deemed wastewater flow. For water, the uniform rate is applied to
all consumption. For wastewater, the deemed volume is a percentage of the water consumption. The
percentages are:

e For residential customers, the wastewater volume is 82% of the water consumption;

e For multiple unit residential properties, the percentage is 95% of the water consumption; and,

e For institutional, commercial and industrial properties, the percentage is 98% of the water
consumption.
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5.

The rate structure for the storm drainage infrastructure levy will be based on the size of the property,
with larger properties paying a higher levy. The ratios approved by City Council in 2001 (CR01-189)
are shown in the following table. The drainage levy applies irrespective of whether the property is
connected to the water or wastewater systems.

Drainage Infrastructure Rate Ratios

Area of Property Rate Ratio
0'to 1,000 m? 1.0
1,001 to 3,000 m? 2.0
3,001 to 5,000 m? 4.0
5,001 to 7,000 m? 6.0
7,001 to 9,000 m? 8.0
9,001 to 11,000 m? 10.0
11,001 to 13,000 m? 12.0
13,001 to 15,000 m? 14.0
15,001 to 17,000 m? 16.0
17,001 to 19,000 m? 18.0
19,001 to 21,000 m” 20.0
21,001 to 23,000 m? 22.0
23,001 to 25,000 m? 24.0
25,001 to 27,000 m? 26.0
27,001 to 29,000 m? 28.0
29,001 to 31,000 m? 30.0
Over 31,000 m? 32.0

In the setting of rates, the Utility must at minimum present a balanced budget, with any surplus
intended for the following purposes:

e Transfer to the General Utility Reserve —The purpose of the reserve is to provide a source of
financing for capital projects. The balance of the Utility’s surplus, after other transfers, is transferred
to the General Utility Reserve. For 2012, the transfer is budgeted at $33.6 million. Through the
use of the Utility Model, an overall requirement for capital funding is established. Utility rates are set
in order to provide sufficient surpluses to cover the capital costs over the next twenty years.

In the event that the Ultility incurs an operating deficit in a given year, the deficit would also be
funded from the reserve.

The Utility Operating Expenses also include a transfer to the City’'s General Operating Fund in
lieu of taxes. Any organization or Utility operating in a municipality would be required to pay the
municipality either property taxes or an ‘Access Fee’ for the rights to use or access civic assets in the
delivery of service. Policies on these types of fees vary from city to city. Calgary’s Utility pays 10% of
revenue plus a 10% return on equity. The City of Saskatoon’s Utility pays a franchise fee based on
10% of revenue. Winnipeg'’s is also 10%, with dividends paid. Moose Jaw'’s rate is 5% of revenue.
Regina’s transfer is the total of the following amounts:

— 7.5% of the previous years budgeted revenues for billed water consumption, wastewater
charges and drainage infrastructure levy; and,

—  The amount of $675,000, estimated to be 3/7™ of the GST rebate received by the Utility. This
amount is the additional rebate provided by the Federal Government starting in 2004.

For 2011, these amounts total $6,881,200.
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City Council's practice has been to establish Utility rates every three years, with a three-year schedule
of rates adopted. New rates for water, wastewater and drainage for 2011 - 2013 have been proposed in
conjunction with the Utility Budget.

The proposed Utility rates for 2011 through 2013 are shown in the following tables. Rates are billed

monthly and are based on a daily fixed charge.

Water Rates

Approved Rate Schedule

2011 ($) 2012 ($) 2013 ($)

Daily Base Fee:

15 mm/18 mm water meter 0.52 0.57 0.62

25 mm water meter 0.73 0.80 0.87

40 mm water meter 0.94 1.03 1.12

50 mm water meter 1.51 1.65 1.80

75 mm water meter 5.72 6.27 6.82

100 mm water meter 7.28 7.98 8.68

150 mm water meter 10.92 11.97 13.02

200 mm water meter 15.08 16.53 17.98
Volume Charge:

Charge per m’ 1.24 1.35 1.47

Wastewater Rates

Approved Rate Schedule

2011 ($) 2012 ($) 2013 (9)

Daily Base Fee:
15 mm/18 mm water meter 0.40 0.44 0.48
25 mm water meter 0.56 0.62 0.67
40 mm water meter 0.72 0.79 0.86
50 mm water meter 1.16 1.28 1.39
75 mm water meter 4.40 4.84 5.28
100 mm water meter 5.60 6.16 6.72
150 mm water meter 8.40 9.24 10.08
200 mm water meter 11.60 12.76 13.92

Volume Charge:
Charge per m° 1.11 1.21 1.32
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Storm Drainage Rates

Approved Rate Schedule

Daily Base Fee 2011 ($) 2012 ($) 2013 (%)
0 to 1,000 m? 0.35 0.38 0.41
1,001 to 3,000 m? 0.70 0.76 0.82
3,001 to 5,000 m” 1.40 152 1.64
5,001 to 7,000 m” 2.10 2.28 2.46
7,001 to 9,000 m? 2.80 3.04 3.28
9,001 to 11,000 m? 3.50 3.80 4.10
11,001 to 13,000 m? 4.20 456 4.92
13,001 to 15,000 m” 4.90 5.32 5.74
15,001 to 17,000 m? 5.60 6.08 6.56
17,001 to 19,000 m? 6.30 6.84 7.38
19,001 to 21,000 m? 7.00 7.60 8.20
21,001 to 23,000 m” 7.70 8.36 9.02
23,001 to 25,000 m? 8.40 9.12 9.84
25,001 to 27,000 m? 9.10 0.88 10.66
27,001 to 29,000 m? 9.80 10.64 11.48
29,001 to 31,000 m” 10.50 11.40 12.30
Over 31,000 m? 11.20 12.16 13.12

Utility Customers

The Utility provides services to a population of approximately 200,000 including service to some customers
and communities outside of the City limits. The following tables provide information on the number and
categories of Utility customers.

Water and Sewer Utility Customers

Water Wastewater Drainage
Customers Customers Customers
Residential 59,773 59,760 59,519
Multi-Unit Residential 842 840 825
Commercial 3,172 3,082 3,298
Irrigation 322 38 -
Total 64,109 63,720 63,642
Within City Limits 64,024 63,682 63,642
Outside City Limits 85 38 -
Total 64,109 63,720 63,642
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Water Customers

Multi-Unit
Water Residential Residential Commercial Irrigation Total

15 mm - 5/8" 56,940 26 1,198 12 58,176
18 mm - 3/4" 2,678 229 1,070 33 4,010
25mm- 1" 139 358 408 94 999
40 mm - 1.5" 15 112 162 59 348
50 mm - 2" 1 61 191 117 370
75 mm - 3" - 56 116 6 178
100 mm - 4" - - 16 1 17
150 mm - 6" - - 8 - 8
200 mm - 8" - - 3 - 3

Total 59,773 842 3,172 322 64,109

Wastewater Customers

Multi-Unit

Wastewater Residential Residential Commercial Irrigation Total
15 mm - 5/8" 56,940 26 1,197 8 58,171
18 mm - 3/4" 2,667 229 1,042 2 3,940
25 mm - 1" 138 358 399 11 906
40 mm - 15" 14 110 154 7 285
50 mm - 2" 1 61 160 8 230
75 mm - 3" - 56 112 2 170
100 mm - 4" - - 11 - 11
150 mm - 6" - - 5 - 5
200mm - 8" - - 2 - 2

Total 59,760 840 3,082 38 63,720
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Drainage Customers

Multi-Unit
Drainage Residential Residential Commercial Total
0to 1,000 m? 1 59513 377 1,399 61,289
1,001 to 3,000 m? 2 3 310 843 1,156
3,001 to 5,000 m? 3 1 57 325 383
5,001 to 7,000 m? 4 1 31 166 198
7,001 to 9,000 m? 5 - 12 113 125
9,001 to 11,000 m? 6 - 11 75 86
11,001 to 13,000 m? 7 1 10 53 64
13,001 to 15,000 m? 8 - 4 56 60
15,001 to 17,000 m? 9 - 1 45 46
17,001 to 19,000 m? 10 - 3 26 29
19,001 to 21,000 m? 11 - 4 33 37
21,001 to 23,000 m? 12 - 2 18 20
23,001 to 25,000 m? 13 - 1 13 14
25,001 to 27,000 m? 14 - 1 8 9
27,001 to 29,000 m? 15 - - 12 12
29,001 to 31,000 m? 16 - - 6 6
Over 31,000 m? 17 - 1 107 108
Total Properties 59519 825 3,298 63,642

Utility Rate History and Comparisons

The following tables detail the history of Utility rates since 2002, and the annual cost and annual cost
increase for a sample residential customer with 360 cubic metres of water consumption a year, along with
the proposed rates for 2011 through 2013.

Water Rate History

Cost for Sample Customer

Fixed Annual Volume Charge Annual Charge for Per Cent
Year Charge ($) ($/Cubic Metre) 360 Cubic Metres ($) Increase (%)
2002 105.00 0.77 382.20 5.3
2003 109.50 0.79 393.90 3.1
2004 117.00 0.81 408.60 3.7
2005 123.00 0.83 421.80 3.2
2006 129.00 0.85 435.00 3.1
2007 135.05 0.88 451.85 3.9
2008 146.00 0.96 491.60 8.8
2009 160.60 1.05 538.60 9.6
2010 175.20 1.14 585.60 8.7
2011 189.80 1.24 636.20 8.6
2012 208.05 1.35 694.05 9.1
2013 226.30 1.47 755.50 8.9
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Wastewater Rate History

Cost for Sample Customer

Fixed Annual Volume Charge Annual Charge for Per Cent
Year Charge ($) ($/Cubic Metre) 360 Cubic Metres ($) Increase (%)

2002 76.50 0.65 268.38 5.7
2003 81.00 0.67 278.78 3.9
2004 87.00 0.69 290.69 4.3
2005 93.00 0.72 305.54 51
2006 99.00 0.75 320.40 4.9
2007 102.20 0.78 332.46 3.8
2008 116.80 0.85 364.07 9.5
2009 124.10 0.93 398.64 9.5
2010 135.05 1.01 433.20 8.7
2011 146.00 111 473.67 9.3
2012 160.60 121 517.79 9.3
2013 175.20 1.32 564.86 9.1

Drainage Infrastructure L evy Rate History

Property Annual Percentage
Year Category Levy ($) Increase (%)
2002 1,000 square metres or less 49.20 2.5
2003 1,000 square metres or less 60.00 220
2004 1,000 square metres or less 72.00 20.0
2005 1,000 square metres or less 78.00 8.3
2006 1,000 square metres or less 84.00 7.7
2007 1,000 square metres or less 91.25 8.6
2008 1,000 square metres or less 98.55 8.0
2009 1,000 square metres or less 105.85 7.4
2010 1,000 square metres or less 116.80 10.3
2011 1,000 square metres or less 127.75 9.4
2012 1,000 square metres or less 138.70 8.6
2013 1,000 square metres or less 149.65 7.9
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Customer Impact of Utility Rates

New rates for water, wastewater and drainage for 2011 - 2013 were approved in conjunction with the
2011 Utility Budget. Examples of the impact of the 2012 rates are provided below.

Average Home Owner

The following chart illustrates the impact of the 2012 rates on a homeowner who uses 360 cubic metres of
water per year. The water consumption is typical for a family of two adults and two children, in a home with
two bathrooms, a dishwasher and washing machine, on a lot with typical landscaping for Regina. The cost
increase resulting from the 2012 rates is about $9.41 per month for the average homeowner.

2012 Rate Impact - Sample Home Owner

Dollar Per Cent
2011 () 2012 (9) Change ($) Change (%)

Water

Annual Basic Charge 189.80 208.05 18.25

Annual Volume Charge 446.40 486.00 39.60

Total Annual Water 636.20 694.05 57.85 9.09
Wastewater

Annual Basic Charge 146.00 160.60 14.60

Annual Volume Charge 327.67 357.19 29,52

Total Annual Wastewater 473.67 517.79 4412 9.31
Annual Drainage Infrastructure Levy 127.75 138.70 10.95 8.57
Total Annual Utility Charges 1,237.62 1,350.54 11292 9.12

Sample Commercial Customer

The following chart illustrates the impact of the 2012 rates on a commercial customer with a 40 mm meter
that uses 3,000 cubic metres of water per year, with a property size in the range of 3,001 to 5,000 square
metres. This water consumption would be typical for a strip-mall with a restaurant and a hair salon with a
parking lot and minimal landscaping.

2012 Rate Impact - Sample Commercial Owner

Dollar Per Cent
2011 (%) 2012 ($) Change ($) Change (%)

Water

Annual Basic Charge 343.10 375.95 32.85

Annual Volume Charge 3,720.00 4,050.00 330.00

Total Annual Water 4,063.10 4,425.95 362.85 8.93
Wastewater

Annual Basic Charge 262.80 288.35 25.55

Annual Volume Charge 3,263.40 3,557.40 294.00

Total Annual Wastewater 3,526.20 3,845.75 319.55 9.06
Annual Drainage Infrastructure Levy 511.00 554.80 43.80 8.57
Total Annual Utility Charges 8,100.30 8,826.50 726.20 8.97
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Rate Comparison - Sample Residential Customer

The following chart compares the 2011 rates for Regina and other cities for a sample residential
customer. The sample customer is a home owner who uses 360 cubic metres of water per year. The
water consumption is typical for a family of two adults and two children, in a home with two bathrooms, a
dishwasher and washing machine, on a lot with typical landscaping for Regina.

Sample Residential Customer - 2011 Rates’

Utility Bill Details Regina Calgary Edmonton Saskatoon Winnipeg
Water

Annual Basic Charge $ 189.80 $ 152.16 $ 101.40 $ 12852 $ 58.40

Annual Volume Charge 446.40 497.70 579.02 314.85 482.40

Total Annual Water 636.20 649.86 680.42 443.37 540.80
Wastewater

Annual Basic Charge 146.00 132.48 77.76 128.52 -

Annual Volume Charge 327.67 248 54 446.00 171.98 709.20

Total Annual Wastewater 473.67 381.02 523.76 300.50 709.20
Annual Drainage Infrastructure Levy 127.75 95.64 128.56 110.75 -
Total Annual Utility Charges $ 1,237.62 $ 1,126.52 $ 1,332.74 $ 85462 $ 1,250.00
Note:

1. 2012 rates for the majority of these cities were not available at the time that this information was compiled.

Rate Comparison - Sample Commercial Customer

The following chart compares the 2011 rates for Regina and other cities for a sample commercial
customer. The commercial customer has a 40 mm meter, uses 3,000 cubic metres of water per year,
with a property size in the range of 3,001 to 5,000 square metres. This water consumption would be
typical for a strip-mall with a restaurant and a hair salon with a parking lot and minimal landscaping.

Sample Commercial Customer - 2011 Rates*

Utility Bill Details Regina Calgary Edmonton Saskatoon Winnipeg
Water:

Annual Basic Charge $ 343.10 $ 41052 $ 251.04 $ 1,351.44 $ 87.60

Annual Volume Charge 3,720.00 3,117.60 3,293.28 2,080.74 3,694.96

Total Annual Water 4,063.10 3,528.12 3,544.32 3,432.18 3,782.56
Wastewater:

Annual Basic Charge 262.80 13248 77.76 1,351.44 -

Annual Volume Charge 3,263.40 2,167.50 3,716.70 1,750.19 5,910.00

Total Annual Wastewater 3,526.20 2,299.98 3,794.46 3,101.63 5,910.00
Drainage Infrastructure Levy 511.00 95.64 1,268.51 830.72 -
Total Annual Utility Charges $ 8,100.30 $ 5,923.74 $ 8,607.29 $ 7,364.53 $ 9,69256
Note:

1. 2012 rates for the majority of these cities were not available at the time that this information was compiled.
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Utility Operating Expenditures

Utility Operating Expenditure Summary ($000’s)

Expenditure Details ($000's)

2011 Budget

201

1 Actual 2012 Budget

Change 2010 to 2011

Dollar Percent
Change ($) Change (%)

Water, Wastewater & Drainage
Operations and Construction

Water Operations 11,007.6 11,480.9 10,902.0 (105.6) (1.0)
Water & Sewer Construction 8,465.2 6,980.7 8,820.9 355.7 4.2
Sewer & Drainage Operations 4,360.4 5,029.7 4,686.1 325.7 7.5
Subtotal 23,833.2 23,491.3 24,409.0 575.8 2.4
Wastewater Treatment 5,696.7 5,496.2 6,228.4 531.7 9.3
Engineering & Operations
Strategic and Business Services 1,421.0 1,307.4 1,439.8 18.8 1.3
Water, Wastewater Collection and
Drainage Engineering 2,150.3 1,466.6 1,970.5 (179.8) (8.4)
Environmental Engineering 1,030.7 1,006.6 1,110.9 80.2 7.8
Development Engineering 1,887.0 2,228.3 2,275.6 388.6 20.6
Facilities 238.7 265.5 238.6 (0.1) (0.0)
Subtotal 6,727.7 6,274.4 7,035.4 307.7 4.6
Utility Administration
Customer Service, Billing &
Collection 3,677.0 3,571.5 3,782.4 105.4 2.9
Transfer to General Operating 6,376.9 6,376.9 6,881.2 504.3 7.9
Utility Administration Charge 3,853.4 3,853.4 4,350.4 497.0 12.9
Subtotal 13,907.3 13,801.8 15,014.0 1,106.7 8.0
Debt Costs 8,154.0 8,154.0 7,888.7 (265.3) (3.3)
Total Utility Expenditures 58,318.9 57,217.7 60,575.5 2,256.6 3.9
Staffing Summary
FTE's by Department 2011 2012
Permanent  Casud Total Pemanent  Casual Tota Change
Public Works 1841 284 2125 184.6 2.3 210.9 (16)
Panning & Development 168 16 184 19.8 16 214 30
Cormporate Services 255 15 270 %5 15 27.0 -
COffice of the City Manager 94 02 96 9.4 0.2 9.6 -
Total 2358 317 2675 239.3 2.6 268.9 14

Note:

1. The 2011 staffing summary has been restated to correctly reflect casual staff numbers.
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Analysis of Operating Budget Change from 2011 to 2012

Details of Operating Budget Changes (continued on next page) ($000's)
2012 Operating Budget $ 58,3189
1. Salaries and Benefits - Includes cost changes resulting from in-range progression increases, classification 335.4
reviews, general employer benefit costs (El, CPP, WCB, etc. which increase proportionate with salaries),
the City's portion of increases in employee pension contributions and negotiated salary increase. (Base)
2. 2011 One Time Items - This represents one time items contained in the 2011 budget and includes (675.2)
Domestic Sewer System Additives, Support for Operator Training at the Wastewater Treatment Plant, and
Improved Water and Sewer Utility Management Performance project. (Decrease 2.2 Casual FTE) (One-
Time)
3. New and Replacement Service Lines - This represents a correction to the budget for construction costs of 136.0
new and replacement water and sewer service lines to properties. In previous budgets, both the expense
and revenue lines have been understated. This increase is fully offset by a matching increase in revenue.
(Base)
4. Utility Billing Postage - Increased postage rates along with increased number of billing accounts has 374
resulted in increased costs to mail bills. (Base)
5. Software Maintenance - This represents increased contracted maintenance cost for the Utility Billing system 24.0
software. (Base)
6. Liquid Alum and Polymer - Increased cost of material requirements for the Wastewater Treatment Plant, 25.8
including liquid alum (aluminium sulphate), and Polymer, which are utilized on a continuous basis in the
treatment of wastewater. (Base)
7. Purchase of Water - Increase in cost of water from Buffalo Pound Water Treatment Plant. (Base) 291.0
8. Pipes and Tubing - To cover rising costs associated with the supply and shipping of water & sewer pipe and 82.8
tubing. (Base)
9. Lawn & Pavement Cuts - Increase in cost for internal forces to provide service to repair lawn and pavement 129.1
to support line repairs. (Base)
10. Landfill Disposal Costs - Increase in cost to cover landfill disposal fees. (Base) 19.9
11. Adjustment from Operating to Capital for New Water Meter Installations - Reduction of Operating budget to (400.0)
reflect adjustments between the Operating and Capital budgets to accurately reflect the nature of the work.
(Base)
12. New Mandatory Testing for Wastewater Treatment Plant - This funding is for additional testing is required 60.0
by both the Provincial Regulator & the Federal Government to assess environmental impacts. (On-going)
13. Fleming Road (GTH) Sewage Pump Station - Funding is required to operate and maintain the Fleming 99.0
Road Sewage Pump Station, which has now been transferred to the ownership of the City. (0.25 Casual
FTE) (On-going)
14. GTH chlorine booster station - Two new chlorine booster stations were constructed as part of the water 60.0
supply system to the GTH. Operating and maintaining the booster stations is required to ensure water
quality requirements are met. (0.2 Casual FTE) (On-going)
15. McCarthy Bypass Pumping Station - This funding is required for operations and maintenance of the 18.3
upgraded McCarthy Bypass Pump station, which the City will take ownership of in mid-2011. (On-going)
16. Temporary Septage Receiving Site - The septage hauler site was relocated to the WWTP lagoons on a 345
temporary basis in July, 2010. Aerators have been installed to assist in the oxygenation of the lagoon
location which has resulted in increased electrical costs. This a new City asset that requires funding until a
permanent site is located and constructed. (On-going)
17. Increase in sewer infrastructure (Catch basins and Lift stations) - Increased development has required 78.0

additional infrastructure, including three new lift stations and additional catch basins. Increased funding is
primarily for energy and for materials such as concrete. (On-going)
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Details of Operating Budget Changes

($000's)

18.

19.

20.

21.

22.

23.

24.

25.

26.

27.

28.

29.

30.

31.
32.
33.

2012 Operating Budget

Ring Road Infrastructure - Responsibility for care and maintenance of additional Ring Road infrastructure has
been transferred to the City. This funding is to address drainage issues required to protect public safety and
the infrastructure. (0.25 Casual FTE) (On-going)

Oxygenation of Lagoons - Increased Power is required for lagoon aeration to maintain oxygen levels and
treatment of sewage. Aging equipment has reduced efficiency hence more blower energy needs to be
extended. (On-going)

CCTV Inspection Program Equipment Maintenance - Funding required to maintain equipment used in the on-
going CCTV Inspection Program. (On-going)

Biosolids Recycling/Compost - This funding is required to transport biosolids currently stockpiled at the
Wastewater Treatment Program to the Landfill. (On-going)

Distribution Equipment - This funding is required to address increased costs related to maintaining and
operating the Distribution system as the amount of infrastructure has increased. (On-going)

Staffing to Manage SAF-funded Projects through Development Engineering - This request, which will be fully
funded through SAF fees, is intended to provide an appropriate level of resources to manage the increased
level of development work required to support development of new water, wastewater, and drainage systems.
(3 Permanent FTEs) (On-going)

Water Communication Campaign - This funding will be used to develop an ongoing water campaign to
increase understanding of the water system and the need for infrastructure investment. The campaign will
include print, online, radio and social media. (On-going)

Anaerobic Digester Cleaning - This funding is required to complete cleaning of anaerobic digesters at the
Wastewater Treatment plant to maintain them in good working order. (One-time)

Lift Station Preventative Maintenance System - This funding will support the implementation of a computerized
maintenance management system for both storm and domestic lift stations and includes software and
implementation costs. (One-time)

Rear Lot Drainage Study - This funding is intended to retain a consultant to quantify and provide
recommendations regarding the ongoing issue of compromised rear lot drainage in residential
neighbourhoods. (One-time)

Improved Water and Sewer Utility Management and Performance - This funding is intended to continue the
development of a Utility Business Plan that clearly defines longer term goals and objectives for the Utility, as
well as developing levels of service and performance measures, as well as a comprehensive rate review for
2014-2017, along with a number of other strategic goals related largely to asset management. (One-time)

Succession Planning - This funding will be used for succession planning to develop the skills and experience
required in the Water and Sewer Construction branch to maintain the City's current standing as a Class IV
facility. (One-time)

Administrative Charge - Increase in the administrative charge as per the policy. The charge is 5% of the prior
year's budgeted revenue. (Base)

Debt Costs - This represents the change in total interest and principle payments for the Utility in 2010. (Base)
Transfer in Lieu of Taxes - Increase in Transfer to General Operating Fund in Lieu of Taxes. (Base)

Other miscellaneous costs include adjustment of allocated costs including Fleet and IT allocations and
reduction of energy budget due to operational review (Base)

2011 Operating Budget

Note:

Base request funding — represents an increase in cost necessary to maintain current investment levels.
On-going request funding — represents expenditures that would be ongoing past the current budget year.
One-Time request funding — represents one-time expenditures for the current budget year.
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Water and Sewer Utility Description

Mandate

We will be recognized by our customers and beneficiaries for excellence in sustainable stewardship of our
water resources and utility assets protecting public health, safety, property and the environment.

We strive to maintain current service levels by managing Utility services based on 3-5 year needs
assessments with reasonable rate increases.

A brief overview of the purposes of each work area is outlined below.

Environmental Services Department (City Operations Division)

Provide wastewater treatment, solid waste management, environmental services, and
engineering services for Regina to protect public health and enhance quality of life. This
department includes the following branches funded through the Utility:

e Wastewater Treatment Branch

e Environmental Engineering Branch

Water and Sewer Services Department (City Operations Division)
Provide design, construct, operate and maintain essential water, wastewater and drainage
systems for Regina and surrounding communities to protect public health and property. This
department includes the following branches funded through the Utility:

e Water Operations Branch
e Water and Sewer Construction Branch
e Sewer and Drainage Operations Branch

¢ Water, Wastewater, and Drainage Engineering Branch

Strategic and Business Services Department (City Operations Division)

Provide strategic, engineering and business leadership for Public Works by delivering results
through aligned planning; coordinated administration & communications; research & policy
development and; performance & measurement reporting. The Utility budget for this department
includes:

e 40% of the overall cost of the department

Development Engineering Department (Community Planning and Development Division)
Through planning, design, and review, we provide the new infrastructure our City needs to grow
and thrive. The Ultility budget for this department includes:

e Infrastructure Development Branch — Water, Wastewater and Drainage work units

e 40% of the remainder of the department, excluding Infrastructure Development Branch
Roadways work unit
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Finance Department (Corporate Services Division)

Provide accurate and timely billing and collection information to ensure the financial health of the
Utility and to accomplish our commitments to customer satisfaction and business excellence.
The budget for this department includes:

e Utility Billing Branch

e Direct charges for one FTE of Financial Analyst resources

Information Technology Department (Corporate Services Division)
Provide collaborative leadership and support in technology, information and services; enabling
our customers to meet their business outcomes. The budget for this department includes:

o Application development staffing directly responsible for the Utility Billing system as well as
0.5 FTE of database administration resources.

Service Regina and Communications (Office of the City Manager)

For the Water & Sewer Utility, the Customer Service Centres are the link between the
Corporation and our customers, while the Communications Branch provides public
communications for the Utility. The Utility Budget includes:

e 40% of the cost of the Service Regina branch
e Direct charges for communications for the utility, along with one FTE of staff resources
Buffalo Pound Water Administration Board

The Board was formed as a partnership between the Cities of Moose Jaw and Regina and sells
wholesale water to both Cities.
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Water

Water System Overview

The water supply, pumping and distribution system provides water for residential and commercial use and
fire protection. The system serves a population of approximately 200,000 including all residents and
businesses in the city limits and a number of customers outside the city. Service goals include:

Providing water that meets or exceeds Provincial water quality standards and objectives.

Providing water at adequate pressure and in sufficient quantity to satisfy the requirements for domestic
and commercial use, irrigation and fire protection.

Identifying and implementing improvements to the water system through long range planning, monitoring,
improved operation, capital works and new technology.

Participating in Communities of Tomorrow and National Research Council's Centre for Sustainable
Infrastructure Research to develop new technologies and improve practices.

Components of the water system shown in the map on the next page include:

Buffalo Pound Lake and Wells — All of the annual water needs are provided from Buffalo Pound
Lake. There are wells available for backup purposes. The well water is chlorinated, but does not
require further treatment to meet current health standards.

Buffalo Pound Water Treatment Plant — Water from Buffalo Pound Lake is drawn and pumped three
kilometres to the Buffalo Pound Water Treatment Plant, a facility owned jointly with the City of Moose
Jaw. At the plant, the water is mixed with coagulants that cause algae, bacteria and other impurities to
clump together so that they settle out of the water. The water is then filtered and chlorinated. During
warmer weather, the water is passed through granular activated carbon to improve the taste and
odour.

Supply Pipelines — From the Buffalo Pound Water Treatment Plant, the water is pumped through a
56 km pipeline to the City’'s water distribution system. The pipeline has been twinned to provide
increased capacity and reliability of the water supply. A number of other supply pipelines transport
water from wells to reservoirs.

Reservoirs — Five storage reservoirs are used to store water to meet peak demands and ensure that
there is an adequate supply of water available for firefighting and high usage periods. The reservoirs
have a combined usable storage capacity equal to about one and one-half days of average water use.

Pumping Stations — There are three pumping stations (North, Farrell and Ross) that are used to
pump water from reservoirs into the distribution system as necessary.

Distribution System — The distribution system consists of over 1,080 kilometres of pipelines ranging
in size from large 1,067 mm diameter trunk mains to 100 mm distribution pipes. The pipelines are
made of various materials including steel, cast iron, concrete, asbestos cement (AC), polyvinylchloride
(PVC) and high density polyethylene (HDPE). The distribution system also includes over 6,000 valves
that allow the water to be turned off to facilitate repairs and maintenance.

Service Connections — Distribution pipes are connected to a customer’s water line through a service
connection.

Water Meters — Water meters measure water consumption which use automated meter reading
(AMR) equipment to transmit meter readings to a mobile data collection unit.
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Water System Objectives

The Long Term Water Utility Study, initially completed in 1993, covered all aspects of the water system,
including projected future water requirements, the condition of the existing system components, and a
review of the system operations. The Study was adopted by City Council as the city’s long term water
supply plan. In 1998, a portion of the Study was updated and resulted in a decision to improve the
Buffalo Pound supply pipeline and pumping system rather than construct a ground water treatment plant.
A Study update was completed in 2006 and provided recommendations for water system improvements
for the next 20 years.

As part of the Study, a number of objectives were established. These objectives continue to guide the
water system operations today, and include:

e Water Quality — The City adopted the Guidelines for Canadian Drinking Water Quality, 4™ Edition
published by Health Canada as the basis for its water quality objectives. These are the most
complete guidelines established in Canada. The standards, adopted by Saskatchewan Environment,
regulate the operation of all waterworks in Saskatchewan.

For parameters not included in the Guidelines, the City has reviewed standards listed by other
authorities and adopted appropriate criteria. Some parameters are for substances for which there are
aesthetic concerns rather than health concerns, such as iron, manganese and hardness. Other
parameters are for substances to which health concerns have been linked but not proven, such as
aluminum and trihalomethanes.

e Water Conservation — An enhanced Water Conservation Program was initiated in 1991 to reduce
the per capita water consumption and the short term peak water demand. The City to date has been
successful in meeting the targets that were set for the program.

¢ Reliability — The City established an objective for the reliability of delivery, defined as ensuring water
will be available within the limits of minimal local disruptions for system maintenance and rare large-
scale disruptions due to unforeseen catastrophe. Specific objectives are:

— Mandatory water rationing should occur less than one year in ten.

— Service should be restored within 24 hours in the event of local service disruptions such as water
main breaks and connection problems.

— All reasonable steps should be taken to ensure that large-scale disruptions do not occur. These
steps include ensuring that there is sufficient redundancy in the system so that alternate facilities
can be used in the event of a failure in part of the system.

— Alternate power sources should be available in the event of a main power failure.
— Hydrants should be installed and maintained to meet the requirements of the National Fire Code.

e Water Pressure — Water must be delivered to customers under pressure. It is desirable to maintain
pressure standards between a minimum and maximum range. The pressure under which water is
delivered to a customer depends upon many factors, including the consumption by other customers,
pumping capabilities, pipe size, velocity of the water through the system, and the design of the water
system.

Water pressure can be controlled to a certain extent through the operation of pumps and other

components of the system. However in some instances, system changes may be necessary to meet
pressure standards.
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As part of the Long Term Water Utility Study, desirable ranges for pressure and velocity were
identified and system improvements were recommended where conditions fell outside of these
ranges. Work is currently underway to design and construct a second pressure zone to address
lower pressures in the north end of the city.

o Efficiency of Operations — Electricity used in pumping water is a significant cost. This cost is a
factor of the efficiency of the pumps as well as the hydraulics of the system. Pumping operations are
regularly reviewed to identify where system improvements or operational changes could reduce
electrical costs. Changes are pursued when cost-effective.

Water Supply

Buffalo Pound Lake now provides 100% of Regina’s water needs. The water is treated at the Buffalo
Pound Water Treatment Plant, which is jointly owned by the cities of Regina and Moose Jaw. It was built
in the 1950s in order to provide water for those two cities. The facilities are administered by the Buffalo
Pound Water Administration Board, which consists of two members appointed by the City of Regina and
one member appointed by the City of Moose Jaw.

Although the plant is operated as a separate entity, there is a high degree of communication and
cooperation between the plant operators and the two cities.

On an annual basis, the Board establishes a general water rate. The rate is established on a cost-
recovery basis. The 2011 rate is $210.59 for one million litres, a 2.9% increase over the 2010 rate. The
2012 rate has not yet been set but was estimated to increase by approximately 5%. The increase is
expected primarily due to rising costs for electricity, increases in unit prices for treatment chemicals,
equipment price increases, and increases for wages and benefits.

Since Buffalo Pound Lake is shallow and prone to the growth of algae and other organic materials,
treatment of the lake water is challenging. Over the last ten years, the lake water has required higher
levels of treatment to provide water that meets the City’s water quality objectives.

The City’s budgeted 2012 cost of water purchased from Buffalo Pound is approximately $6.1 million, or
about 56% of the total costs of the Water Supply, Pumping and Distribution Program, or about 13.3% of
total Utility costs excluding debt and transfer to the General Operating Fund.

Future planning for the plant must address new and anticipated regulations related to health effects. The
review and update of the City’s Long Term Water Utility Plan includes a study of the Buffalo Pound Water
Treatment Plant. Results of the study include:

e Disinfection — The plant uses chlorine for treatment and disinfection. Chlorinating naturally occurring
organic material results in the formation of disinfection by-products known as trihalomethanes and
heloacetic acids, which are harmful to human heath. The Study recommends reducing the use of
chlorine if possible in conjunction with the addition of ultraviolet light disinfection which is effective in
reducing risks associated with cryptosporidium.

e Taste and Odour Control — The plant uses granular activated carbon and powdered activated carbon
to control taste and odour generated by algae in Buffalo Pound Lake. The percentage of time that
taste and odour control is required has been increasing for a number of years. The Study discusses
the performance of a detailed analysis of additional contactors versus additional storage for granular
activated carbon but recommended a third screw pump and four additional contactors.

e Treatment Residuals Management — The treatment processes remove particulate matter along with
approximately 6% of the total water volume from the lake water. This residual must then be treated
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and disposed to the environment. The existing wastewater lagoons are overloaded and under
review.

e Water Stability — Treated water is slightly corrosive which leads to the softening of concrete tanks in
the water treatment plant and the slow deterioration of piping and fittings in the water distribution
system which contains metal. Corrosion control in the form of protective coatings for concrete tanks
and pH adjustment of treated water is recommended in the Study. Subsequent study indicated that
concrete deterioration is not a cause for immediate concern and is not a current priority.

An engineering consultant has been engaged to initiate a review of upgrade concepts identified in the
2006 update to the Long Term Planning Study, and to move forward on predesign and detailed design of
confirmed upgrades over multiple year capital program.

A Waterworks System Assessment (WSA) was completed for the Buffalo Pound Water Treatment Plant in
2010. WSA's are required every five years in accordance with Saskatchewan Environment’'s 2002 Water
Regulations. The WSA evaluates current performance, level of optimization, functionality, capability,
efficiency and sustainability of the waterworks and identifies required improvements. Recommendations
from the 2010 WSA are currently under review.

As part of the total water purchase costs the two cities also contribute an amount equal to 10% of the
general water charges to a Capital Replacement Reserve used to pay for replacement and upgrading of
equipment in the plant.

Costs for major improvements to the plant are shared with the City of Moose Jaw. The cost-sharing ratio
is determined by the percentage ownership of each City, which at the present time is approximately 73%
for Regina and 27% for Moose Jaw.

Regina can also draw water from 9 wells located in and around the city. Wells currently are available for
emergency water supply in the event of a failure in the Buffalo Pound Water Supply; however, the amount
available from the wells is less than the city’s typical daily needs.

The well water meets current regulatory standards but has levels of iron, manganese and hardness that
do not meet aesthetic objectives. These minerals can cause staining on fixtures, as well as the
appearance of “discoloured” water. The minerals also cause problems by forming deposits in the water
system, requiring more frequent maintenance.

A number of tests are carried out to ensure that the water meets the water quality objectives. Tests
include:

e Water quality at the Buffalo Pound Water Treatment Plant is extensively monitored. On-line
analyzers are used to monitor the major parameters. The water is continually monitored after every
treatment stage. Laboratory staff perform over 25,000 analyses per year monitoring 65 different
water quality parameters. The cost of these procedures is included in the general water rate for water
purchased from Buffalo Pound.

e Tests are also carried out at various points in the City’s water supply and distribution system.
Regular sampling and testing is done in order to comply with provincial requirements for the operation
of the water system, as well as to ensure the City’s water quality objectives are met.

Test results show that the water supply meets all regulatory guidelines.
In addition to carrying out testing of treated water, steps are taken to safeguard the water supply.
Identification and prevention of possible sources of groundwater contamination is an ongoing process.

Saskatchewan Watershed Authority in conjunction with stakeholders completed a Source Water
Protection Plan for the Upper Qu'Appelle and Wascana Creek watersheds in 2008.
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Water Pumping

Three pumping stations are used to pump water from reservoirs into the distribution system. The
operation of all stations must be coordinated along with supplies from Buffalo Pound and other
components of the supply system such as the reservoirs. Since electrical costs are a major component of
this operation, it is important that the pumps are operated in an efficient manner. Water pumping must
also be provided when electrical power failures occur.

In order to coordinate the operation of each station and to operate the pumps in an efficient and reliable
manner, system data is recorded and monitored. This information is obtained from a computerized
Supervisory Control and Data Acquisition (SCADA) system.

Water Distribution

The water distribution system consists of buried pipelines made of cast iron, asbestos cement (AC),
polyvinylchloride (PVC) and high density polyethylene (HDPE). Steel is used for large supply mains
exceeding 500 mm in diameter. Cast iron pipe was installed from 1904 until the 1940s. AC was used
throughout the 1950s, ‘60s and ‘70s. AC and PVC pipe comprise approximately 55% and 30%
respectively of the 1,080 kilometre of mains in the system. Approximately 107 kilometres of cast iron pipe
has been replaced with PVC pipe since 1980. Some cast iron pipe remains due to location and size
considerations (intersections, 400 mm diameter and over) and will be replaced as the need and
opportunity arises. The replacement of cast iron pipe with PVC pipe has allowed for significant savings in
maintenance repairs.

Watermain breaks are a primary cause of water service disruptions, water losses and discoloured water.

The frequency of breaks is influenced by the pipe materials, age and location. The cast iron and asbestos
cement pipes have a failure rate of approximately 0.3 breaks per kilometre.

Water Quality Monitoring

Water quality monitoring activities include:

e Administering the Permit to Operate Water Works for operation of the water system, including water
quality monitoring of all water sources and the distribution system, maintaining records related to the
safety and operation of the water system and ongoing reporting to the Ministry of Environment.

e Carrying out supplemental testing to gather water quality data from the water distribution system.

e Communicating information about water quality to the public.

e Efforts to protect the City’s water source at Buffalo Pound Lake and the Regina area aquifers.

e Upgrades to the City's water quality data collection and management system through the use of
"WaterTrax", an internet-based database service. WaterTrax provides water quality test results directly

from testing labs, as well as notifications and alarms to users. Reports can be generated as required by
regulators.
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Water Loss Reduction

All water utilities experience a certain amount of water loss through leakage, breaks, unauthorised
consumption, meter inaccuracies or data handling error. In 2006, the City of Regina changed the method
for reporting water loss. The International Water Association (IWA) Water Loss Task Force has produced
an international best practice standard approach for water balance calculations and the estimation of water
loss. This best practice has also been adopted by the American Water Works Association (AWWA) and by
the Federation of Canadian Municipalities (FCM) InfraGuide Best Practice “Water Use and Loss in Water
Distribution Systems”.

The international best practice performance measure advocated by the IWA and AWWA is the Infrastructure
Leakage Index (ILI). The ILI is defined as the ratio of Current Annual Real Losses (Real Losses defined as
physical water losses from the pressurized system up to the point of customer consumption) to the
Unavoidable Annual Real Losses (UARL defined as a theoretical reference value representing the technical
low limit of leakage that could be achieved if all of today’s best technology could be successfully applied).
The ILI is a highly effective performance measure because it is:

— Based on a calculation that has been tested globally;

— Unit-less and based on real water loss;

— System specific taking into account operating pressure, service connection length, pipe
condition and water meter location; and

— Comparable to an international data set.

To date, 27 municipalities in Canada that are participating in water system benchmarking have or are
undertaking this method of determining an (ILI) index for their water distribution systems.

The 2009 calculated ILI of 3.3 for the City of Regina in within the “Good” Technical Performance Range of
2.0 to 4.0, but there is potential for marked improvements. For comparison purposes an ILI index of 1.0 to
2.0 is within the “Excellent” Technical Performance Range and indicates that further water loss reduction,
although possible, may be uneconomical.

Water Volumes (million cubic metres) 2007 2008 2009 2010 2011
Total Water Supplied 28.5 28.0 27.6 26.0 n/a
Billed Consumption 23.7 23.2 22.6 21.1 n/a
Unaccounted Water 4.8 4.8 5.0 49 n/a
Unaccounted Water as a Per Cent

of Total Water Supplied (%) 16.84 17.14 18.12 18.85 n/a
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Water Consumption and Conservation

The 2012 budget is based on an estimate of billable water consumption of almost 23.1 million cubic metres.
About 58% of the consumption (13.5 million cubic metres) is for residential properties, 11% (2.5 million cubic
metres) for multi-residential properties, and 31% (7.1 million cubic metres) is for non-residential properties.

The City has had a Water Conservation Program since 1985 and initiated an enhanced program in 1991.

The primary goals of the program are to reduce the average per capita water consumption and the peak
day water use.

The following table provides the history of metered water consumption.

Metered Water Consumption
(Million Cubic Metres)

Metered Water

Year Consumption
1995-1999 24.4*
2000-2004 23.8*
2005-2009 22.7*

2010 211

2011 21.9

* Five Year Average
The Water Conservation Program consists of identifying information that should be provided to the public
on methods of conserving water, and communicating the information by means such as:

e Web page information.

e Xeriscape landscaping information available on the website.
e Matching grant program for schools.
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Cross Connection Control and Backflow Prevention Program

Water quality can be compromised by the introduction of contaminants into the distribution system. This
can occur wherever there is a cross connection, which is a link between the drinking water supply and a
source of contamination such as a pesticide container on a garden hose or a boiler filled with anti-
corrosion chemicals. Various conditions can cause backflow and/or backpressure in the water supply
system. This can cause the drinking water to move in the opposite direction and take with it any materials
it is in contact with or mixed with. The result is the water supply to a building or neighbourhood becomes
polluted or contaminated.

The Cross Connection Control and Backflow Prevention Program was established in 1996 to reduce the
possibility of contamination from such causes. Since the program was established, all new facilities have
been reviewed for backflow prevention requirements through the building permit process. All existing
commercial, institutional and industrial facilities are being inspected by the City. Any backflow
requirements are identified and a one-year time frame given to become compliant.

The four primary components of the program are:

Public education and awareness.

Inspections of commercial, industrial and institutional facilities.

Administration of the annual testing of testable backflow prevention assemblies.
Review of appropriate building permits for new facilities.
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Wastewater

Wastewater System Overview

The wastewater collection and treatment system collects sewage from residential, institutional, commercial
and industrial customers in the city. Wastewater treatment and final effluent meet provincial environmental
standards. Service goals include:

Collecting domestic, commercial and industrial wastewater in the City and reliably delivering it to
wastewater treatment facilities.

Producing a treated wastewater effluent that is biologically and physically safe for the environment and
which meets the requirements of the provincially issued operating permit.

Ensuring solids removed from the wastewater are treated and disposed of in an environmentally
responsible manner.

Components of the wastewater system shown in the map on the next page include:

Service Connections — Building plumbing systems are attached to the wastewater collection system
by a service connection pipe. The City owns and is responsible for the maintenance of the service
connection pipe on the “City side” of the property line.

Collection Mains and Trunk Mains — The service connection pipes are attached to wastewater
collection mains which are typically 200-250 mm in diameter. The collection mains drain into trunk
mains which are 300 mm or more in diameter. The system includes approximately 860 kilometres of
pipeline.

Manholes — Over 15,000 manholes provide access to the wastewater collection system for
maintenance and repair.

Lift Stations — Wastewater flows through the collection system by gravity. In low-lying areas in the
city, lift stations must be used to pump the wastewater to collection and trunk mains at a higher
elevation. Wastewater then continues to flow by gravity from that point eventually reaching the
McCarthy Boulevard Pumping Station. There are 18 lift stations in the wastewater collection system.

McCarthy Boulevard Pumping Station — All wastewater collected in the City flows to the McCarthy
Boulevard Pumping Station. The station provides screening and continuous transfer of wastewater
from the collection system to the wastewater treatment facilities five kilometres west. The McCarthy
facility is capable of transferring wastewater at up to four times the average daily rate. The station is
also the existing location where commercial septic tank haulers offload into the wastewater system.

Septage Receiving Station — The Utility provides a service by receiving trucked liquid waste at a
receiving station. The Septage receiving station is currently being reviewed for relocation from the
McCarthy Boulevard Pumping Station.

Wastewater Treatment Plant — The plant processes wastewater through four stages of treatment:

— Primary treatment removes sand, grit and organic material from the sewage.

— Secondary treatment reduces dissolved organic material through the use of aerated lagoons.

— Tertiary treatment removes phosphorus, algae and suspended solids by using aluminum sulphate
and polymer.

— Ultraviolet light is used to disinfect the effluent before it is released into Wascana Creek.
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Wastewater System Objectives

The provision of wastewater collection and treatment services is critical to the health and environment of the
citizens of Regina and surrounding area. Objectives for wastewater collection and treatment are:

e Quality of Sewage Effluent — Treated wastewater from the City’'s wastewater treatment plant is
discharged into Wascana Creek, which flows into the Qu'Appelle River upstream from the town of
Lumsden. Federal and Provincial agencies establish criteria for sewage effluent that each wastewater
facility in the province must follow. The major criteria are total phosphorus, fecal coliform bacteria, pH,
biological oxygen demand and suspended solids in the treated effluent discharged to Wascana Creek.

e Reliability of the Collection System — Improperly functioning wastewater collection systems cause
inconvenience, health and safety concerns. Grease and solids build-up, deterioration of pipes, sags
and breaks in wastewater collection lines and at connections caused by shifting soil, tree roots and
foreign materials in the lines cause problems such as blockages and reduced capacity. To prevent
these problems a regular inspection and maintenance program is required.

e Relining/Rehab Program — A successful relining and spot repair program has been ongoing in the City
for many years at locations where work is identified in conjunction with roadways programs. This
initiative has been expanded to address additional locations proactively before they deteriorate to the
point that excavation and replacement is our only option. The use of this trenchless technology greatly
reduces rehabilitation costs and disruption to the public and the customer.

e Separation of the Drainage System from the Wastewater Collection System — The wastewater
collection and treatment system is adequate to handle the day-to-day wastewater flows from the city.
During rainfall and snow melt events, drainage water enters the wastewater collection system through
basement sump pits connected to weeping tile drainage, catch basins inadvertently connected to the
wastewater collection system, and infiltration through pipe cracks and openings such as wastewater
manhole covers. Reducing the amount of drainage water entering the wastewater collection system
can postpone large expenditures required for trunk mains and treatment plant capacity expansions.
Work is being done to reduce infiltration to both new and existing wastewater mains and trunks.

e Odour Control — One of the by-products of wastewater collection and treatment is odour. Such odours
are unpleasant for nearby residents and staff. Reduction of odours is accomplished by the use of
containment, chemicals and aeration lagoons. The aeration equipment at the treatment facilities injects
oxygen into the wastewater, preventing a septic environment that produces strong odours.

o Efficiency of Operations — Electricity is primarily required to operate pumps and aeration blowers.
Chemicals such as aluminum sulfate and polymer used to remove phosphorus are a significant cost of
operating the wastewater treatment plant. To minimize costs, it is important to make effective use of
chemicals required to meet effluent targets. The most efficient use of electricity, chemicals and other
inputs is accomplished by automatic process control and laboratory based performance information at
all stages of the treatment process.

¢ Maintaining Treatment Capacity — Regina uses five aeration lagoons in its secondary treatment

process. Over the years, as solids settle to the bottom of the lagoons and aeration systems deteriorate,
capacity is diminished. To maintain treatment capacity, old lagoons must be refurbished.
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Drainage

Drainage System Overview

The drainage system collects water from rainfall and melting snow in and around the City and conveys it to
Wascana and Pilot Butte Creeks. The system serves over 60,000 residential and commercial properties.
Service goals include:

e Collecting and controlling drainage water within the city to minimize inconvenience, property damage
and danger to the public.

e Monitoring the potential for flood conditions in Wascana Creek and the drainage channels and carrying
out flood control measures as required.

The Minor Drainage System consists of the underground piping system that collects and transports
small to medium amounts of drainage from rainfall, snow melt and minor storms. Components of the
minor system include:

e Catch Basins — Over 25,000 catch basins located in streets and open space areas collect water and
direct it into the drainage lines. Catch basins are designed to keep sand, silt and other matter out of
the piping system by causing it to settle to the bottom of the catch basin.

e Lines, Mains and Trunks — There are approximately 700 kilometres of drainage lines located beneath
streets. Lines and mains range from 200 mm to 1200 mm in diameter, with trunks over 1200 mm.

e Manholes — Over 15,000 manholes provide access to the system for maintenance and repair.

e Lift Stations — Drainage water flows through the system by gravity. There are low-lying areas where
lift stations are used to pump the drainage water to a higher elevation. The water flows into a lift
station at a low elevation, and is pumped to a higher level where it continues to flow through a pipe or
channel. There are 13 lift stations in the drainage system.

The Major Drainage System is used when drainage water exceeds the capacity of the minor system and
must flow over land. The major system is designed so that water will flow down roadways and land
easements. Components of the major system include:

e Graded Roadways, Land Easements, Swales, and Lots — In order for the runoff water to flow over
land to a point where it can be collected, the surface area must be properly sloped.

e Dry Bottom Detention Facilities — These are lower land areas constructed in open space areas such
as parks. The detention facility contains outlets to and from the minor system. During periods of
heavy rainfall, water that would otherwise overload the minor system enters the detention facility and
is stored temporarily. The water from the detention facility then flows back into the minor drainage
system at a later time when flows have gone down.

e Lake (or Wet) Retention Facilities — Lakes such as the ones in Lakeridge and Windsor Park are
similar to dry bottom detention facilities, except they normally contain water all year for aesthetic
reasons. When the minor system is overloaded, the water in these ponds rises, and then drops when
the excess water flows back into the minor drainage system.

e Underground Detention Tanks — Underground detention tanks are also used, particularly in some of

the downtown areas, to store excess water temporarily until it can be accommodated by the minor
drainage system.
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e Drainage Channels and Creeks — Drainage water empties into the drainage channels or Wascana
Creek. The drainage channels function as very large drainage lines, with earthen banks used to
control the water rather than enclosed pipelines. The drainage channels carry the runoff to Wascana
Creek. Drainage from the Rowatt Flood Control Project south of Regina flows to Wascana Creek
through constructed channel within the City Limits.

Although the major and minor systems are described as separate systems, they are part of an overall
drainage system and must work in conjunction with each other. The systems are depicted in the map on
the next page.

Drainage System Standards

Standards for drainage system design are normally expressed in terms of the size and type of storm a
system can theoretically handle. For example, a drainage system may be designed to handle a 1:5 year
storm, which means that it can handle the size of storm that statistically only occurs once in five years in the
area. A drainage system designed to handle a 1:100 year storm would be able to handle the size of storm
that statistically occurs once in 100 years in the area.

Statistical information is obtained from the Atmospheric Environment Service of Environment Canada to
determine storm sizes. In the past, rainfall data was only available from the airport, but three additional data
collection points have been added around the City since rainfall can vary significantly by area. Computer
modelling is then done to determine the size of other storms.

The following are some of the major rainstorms that have occurred in Regina over the past 30 years:

June 1975 1.25 year storm

July 1983 1:100 year storm (108 mm of rain in four hours)
June 1994 1:25 year storm

August 1995 1:25 year storm (severe hail)

July 2001 1:100 year storm (50 mm in one hour)

August 2004 1:100 year storm (76 mm in one hour)
September 2010 1:10 year storm

Storm data for 2011 was not available at the time that this
information was prepared

Factors examined in determining the effective “size of storm” include:
e Total rainfall volume.

¢ Intensity of rainfall — a storm that drops 100 mm of rain in one hour is much more difficult to handle than
one that drops 100 mm over six hours.

e Previous rainfall — if the ground is saturated before the storm, no additional water can soak in. Flows in
the drainage system are therefore greater.
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Standards for drainage systems have been raised over time, and have been applied to new developments.
However, it is very costly to retroactively apply higher standards to existing development. Details of the
standards include:

e New Development Standards — The “minor” drainage system consists of catch basins and
underground lines that quickly collect and transport water. The “major” drainage system, consists
primarily of aboveground facilities such as roadways, easements, swales, and detention and retention
facilities that can handle larger volumes of water.

For new developments in the city, minor systems must be designed to handle a 1:5 year rainfall event.
This corresponds with the general standard used across North America. While a higher standard would
provide a higher level of service, the cost to construct underground facilities to handle larger storms is
prohibitive. The major systems must be designed to handle a 1:100 year event.

e Existing Development Standards — The City has adopted a target of 1:5 year events for existing
minor systems, and 1:25 year events for existing major systems. Some areas of the city do not meet
these targets. In the early 1980s, a program to study the drainage problems was initiated to identify
solutions and carry out remedial measures to mitigate drainage issues. A Drainage Master Plan
designating 17 areas was adopted and consolidated and updated in 2009. Conditions in each area are
assessed, problems identified and potential solutions proposed. Over time, work required to address
the problems is carried out through the capital program.

Most of the property damage caused in Regina during intense rainstorms has been the result of basement
flooding. The flooding was caused by runoff water entering the wastewater collection system, resulting in
sewer overload and back up into basements. Although the drainage system is separate from the
wastewater collection system, there are a number of ways stormwater can enter the wastewater collection
system. These include:

e Some older buildings still have roof downspouts connected to the wastewater collection system.

¢ Runoff water on lots with poor grading adjacent to the building enters weeping tiles and collects in
basement sump pits, which then drain into the wastewater collection system.

The City has established an objective to reduce direct connections between drainage and the wastewater
collection system. An objective has also been established to reduce the runoff water entering the
wastewater collection system from basement sump pits by educating homeowners about steps they can
take to prevent such problems.

The most well designed system cannot function effectively unless it is properly maintained. To ensure the
system functions as designed, the following objectives have been established:
e Drainage lines over 450 mm are regularly inspected and cleaned as required.

e Catch basins in areas where leaves are a problem are typically cleaned every two years and outlying
areas are cleaned on a five-year cycle.

The North and South storm channels are an important part of the City of Regina’s storm water management
system. The channel collects storm water from North and South Regina and discharges into the Wascana
Creek which exits near the Joanne Goulet Golf Course on the northwest side of the City.

The storm channel is divided into sections such that the overall system is dredged on a 7-year cycle with a
portion completed each year.

Dykes along Wascana Creek have been constructed and flood plains are maintained to contain creek
flooding. The City’s objective is to prevent major damage to property and maintain public safety in the event
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of flood conditions. Toward that end, monitoring is carried out during spring runoff to determine the risk of
flood conditions and appropriate action is taken as necessary. The City has established an objective and
capital plans to upgrade dykes to meet a 1:500 flood event level, the provincial standard. The upgrading of
the dykes in Riverside was completed in 2005 and those in the Dieppe area were completed in 2007.

In addition to these initiatives, in 2009, the City amended Sewer Services Bylaw No. 5601 so that weeping
tile flows are prohibited from entering the wastewater system in newer neighbourhoods under development.
This will reduce the likelihood of wastewater backup in newer areas in heavy rainfall events.

Forecasting and Controlling Floods

Flood conditions on Wascana Creek are relatively rare. In 1996, high snowfall caused flood conditions along
the creek. Creek flows were projected to be 85 cubic metres per second, or a 1:30 year flood. Although the
actual peak levels were not as high as the initial predictions, it was necessary to take preventative action.
Costs were incurred for labour and equipment for sandbagging and pumping water out of flooded areas, as
well as repairs for some City owned structures damaged along the creek, such as the Pinkie Road Bridge. In
1999, flood control costs were incurred as a result of a large snow accumulation late in the winter, followed by
a very quick spring thaw. The estimated creek flow was 40 cubic metres per second, or a 1:10 year event.

In 2011, well above normal snow fall and saturated ground conditions resulted in flood conditions along
Wascana Creek. By the middle of April, creek flows were projected to be as high as 105 cubic metres per
second, or a 1:50 year event. The actual peak flows reached as high as 75 cubic metres per second, the
highest since the record flows of 1974 when peak flows reached 102 cubic metres per second. Although the
actual peak flows were not as high as the initial predictions, it was necessary to take significant preventative
action to protect property and ensure public safety. Major flood control costs were incurred for the labour and
equipment required to produce and deploy temporary sandbag dykes and pumping water out of low lying
areas.

Forecasting flood conditions involves communicating with provincial agencies regarding snow volumes and
predictions for spring thawing. Early in the year, Saskatchewan Watershed Authority conducts assessments
of the snow cover in the Wascana Basin, as well as other areas around Saskatchewan. As the spring thaw
begins, water flows are measured throughout the creek system.

Budgets are prepared assuming spring runoff levels of an average year, where no special flood control
measures are required like sand bagging and pumping behind the dykes when drainage line outlets are
closed. The budget covers the cost of monitoring conditions on Wascana Creek and the drainage channels,
as well as putting up barricades in areas where thin ice and water levels could pose a danger to the public.

Home Flood Protection Education Program

This program informs homeowners about the causes of basement flooding and the measures they should
undertake on their property to prevent flooding damage from intense summer rainstorms. Information on
home flood protection is available through the City’'s web page. Mitigation measures are required on both
City and private property to accomplish neighbourhood service level improvements for managing large
summer storm events and minimizing property damage and risk.
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Engineering and Operations Administration

The majority of the information regarding water, wastewater and drainage services is provided in the
preceding sections of this report. The operating budget summary includes costs related to Engineering
and Operations Administration.

Objectives for the planning, design, operations and maintenance engineering include:

e Long Range Planning — In order to meet customer demands, water, wastewater and drainage systems
require high levels of capital investment. It is necessary to anticipate and plan for future requirements
so that the necessary future investment can be provided. To accommodate this, the following
objectives have been established:

— Long range capital plans (20 to 25 years) should be carried out regularly for each of the three major
Utility systems.

— Ongoing conditions should be monitored and the long range plans updated as new information
becomes available.

o [Effective Management of Capital Program — City Administration provide planning and design
engineering services for the Utility. All capital projects should be completed within their approved
standards, timelines and budgets.

e Establishment of Construction Standards — Standards are developed for all infrastructure
construction, including those relating to the Utility systems. These standards are applied to construction
carried out by City crews, contractors and developers. Over time, standards evolve as hew construction
techniques and materials become available. The objective of these standards is to meet legislation
requirements, optimize performance, and minimize the life-cycle cost for the provision of the services.

e Customer Awareness — There are a number of areas within the Utility operations where customer
actions can collectively affect service and costs. Information is provided to customers to increase
awareness. Current programs include:

— Water Conservation

— Cross Connection Control and Backflow Prevention
— Home Flood Proofing

— Creekwatch

— Wastewater Discharge Practices

Engineering and Project Management

The Water and Sewer Services Department, the Environmental Services Department, and Development
Engineering Department are responsible for planning, designing and supervising construction of the Utility
systems infrastructure. A primary responsibility is overseeing the annual capital program. Projects carried
out range from annual infrastructure renewal projects to less frequent major projects such as water
treatment or wastewater treatment plant expansions. Engineering and design work may be done in-house
or by external engineering firms. Construction work may be done by Public Works Division crews or by
external contractors. The resources used for projects depend upon the nature of the project, the availability
of resources, and the expertise required.
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Environmental Monitoring

Environmental monitoring activities include:

Ground water monitoring at the wastewater treatment plant and downstream receiving body water
quality.

Surface water quality monitoring in the City’s four retention lakes.

Stormwater quality monitoring of urban drainage discharge to Wascana Creek and Wascana Lake.

Snow dumpsite runoff monitoring.

Review of Development Proposals

Much of the City’s water, wastewater and drainage systems are constructed by City staff, or by contractors
under the direction of City. In the case of new development and re-development of existing areas,
developers are responsible for constructing infrastructure including water, wastewater and drainage
systems. This construction forms part of the Utility systems, and the City assumes responsibility for
operation and maintenance of the systems.

Development proposals are reviewed by the Development Engineering Department to ensure design and

construction meets City standards. Installations that do not meet City standards are identified and corrected
by the developer.

Technical and Engineering Support

Public Works Division technical and engineering staff provide support to the field personnel responsible for
maintaining the water, wastewater and drainage systems, and for carrying out capital construction work for
projects constructed by City personnel.

In addition, staff from both Public Works Division and Planning and Development Division provides
construction scheduling, construction coordination and administrative and technical construction
management services, which includes:

e Establishing, monitoring, and updating construction schedules.

e Coordinating construction with Utility companies.

e Tracking and monitoring expenditures of various capital projects.

e Estimating the costs of water and sewer construction projects.

e Reviewing and analyzing unit cost information.

e Provide quality and quantity control of construction work.
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Customer Billing and Collection

Customer Service

Service Regina provides front line customer service for the Utility as well as other City services. This
priority is applied to all aspects of operations, especially in contact with external customers, but also in
dealings with internal customers and in responses to questions and requests for information. Objectives
for customer service include:

e Customer applications for water services and disconnections are handled accurately.
e Customers can access information about their bill and receive prompt responses to their inquiries.
e Payments can be made using convenient payment methods.

o All service requests are processed within a reasonable time frame, given the nature of the service
required.

Customer call centre volumes are monitored to ensure key performance indicators (KPI) are being met.
The two primary KPlIs are that calls are answered within 25 seconds, 80% of the time, and that abandoned
calls are kept below 5%.

Customer service is accessible by telephone, mail, fax, in-person and electronically via the City’s website.
Internet requests and e-business inquiries continue to increase and this continues to be an area of focus.
Continued awareness of customer needs to access information and services quickly and efficiently in the
manner of their choosing is the focus of customer service efforts.

Service Regina’s one-stop shop approach provides customers with information about the City’s services
through one central contact number. By directing customer calls to the area concerned, staff ensure that
the customer is dealt with effectively and efficiently at their first point of contact.

Service Regina strives to ensure customer satisfaction on every occasion in the five essential elements of
service: timeliness, knowledge and competency, courtesy, fair treatment and final outcome. When all five

of these elements are in place, customers rate the services provided highly. The goal of the customer
service area is to ensure satisfaction in every one of these areas with every customer.

Administration, Billing and Collection

Objectives for billing and collection include:

Customers are billed every month.
e Customers receive accurate, timely, and informative bills.

e New payment methods are introduced where they can provide convenience to the customer, and where
they are cost effective.

e Collection action is taken as required.

e Percentages of overdue accounts and uncollectible accounts are at a reasonable level.
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The administration of customer accounts and the billing and collection function includes:

e Managing customer accounts, including setting up new customers, discontinuing accounts and
transferring accounts from one individual to another. There is also a requirement to manage contracts
with out-of-town water users who receive water from the City.

e Managing activities related to water meters includes obtaining meter readings and handling turn ons or
turn offs of water service. Customers are divided into automated meter-reading routes so the meters
are read according to a monthly schedule.

Water services must be connected and disconnected in response to customer requests and as a result
of collection efforts.

e Generating customer bills — Customers are divided into billing cycles so each customer is billed every
month.

e Collecting overdue customer accounts using a various collection tools. Interest is added to outstanding
balances, which encourages timely payment. When accounts remain outstanding, payment
arrangements are negotiated where possible. This includes maintaining a post-dated cheque database,
as well as providing equalized payment options for Utility accounts.
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Debt Management

This program includes the cost of principal and interest for debt issued to finance Utility capital projects,
along with the cost of the debt issue. Debt charges are made up of two elements:

e Interest — This is the cost of interest payments on all outstanding debentures.

e Principal repayments — These payments represent the cost to redeem the principal portion of a
debenture as it matures. A serial debenture does not remain outstanding in full for the life of the debt
issued. As with a mortgage, a portion of the principal amount of the debt matures and is paid each year
until the debt is fully mature. Alternatively, a bullet debenture generally requires interest payments on a
regular basis; however, the principal is only repaid at the end of the term.

The following table shows the existing annual debt charges and debt maturities.

Debt Maturities

Annual Cumulative
Debt Debt Maturing Per Cent of Percentage
Year Charges (%) ($) Total (%) Reduction (%)
2012 7,888.7 5,506 8.7 8.7
2013 3,612.6 1,506 2.4 11.1
2014 45,920.1 44,606 70.7 81.8
2015 1,439.0 906 14 83.3
2016 1,402.3 906 1.4 84.7
2017 1,362.4 906 1.4 86.1
2018 1,320.1 906 1.4 87.6
2019 8,041.9 7,846 12.4 100.0
Total 63,088 100.0

In 2010, debt in the amount of $42.4 million was reassigned from the GTH to fund the General Utility
Reserve. As a result of the reassignment of this debt, no additional debt was required in 2010 to fund the
Utility’s capital program. Additional debt will be required for the 2012 — 2016 Utility Capital Program in the
amount of $23 million in 2012, $13 million in 2013, $36.9 million in 2014, $27 million in 2015 and $36
million in 2016. In 2014, the GTH debt will mature and new debt of $43.1 million will be required to
replace it. This will result in a total debt requirement of $80 million in 2014. The Utility Model includes
funding for debt issuance costs and the repayment of projected debt issues based on a twenty-year term
and an interest rate of 5%.

For further details on debt projections for future years, see Utility Capital Funding Section.
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Utility Capital Program

Capital Program Summary

2012 2013 2014 2015 2016 Total
Capital Expenditures ($000's)
Water Supply, Pumping & 27,076 22,737 17,535 11,750 9,745 88,843
Distribution
Wastewater Collection & Treatment 32,648 28,185 54,620 51,555 53,165 220,173
Drainage 6,100 7,750 3,250 5,750 5,655 28,505
Total Expenditures 65,824 58,672 75,405 69,055 68,565 337,521
Capital Funding ($000's)
General Utility Reserve 31,586 39,329 27,192 32,368 23,502 153,977
Service Agreement Fees - Utility 8,079 4,086 9,056 8,183 9,063 38,468
Debt! 23,000 13,000 36,900 27,000 36,000 135,900
External Contributions 3,159 2,256 2,256 1,504 - 9,176
Total Funding 65,824 58,672 75,405 69,055 68,565 337,521

Note:
1. The debt reassigned from the GTH is fully due in 2014. In that year, additional debt in the amount of $43.1 million will be
required to replace the reassigned GTH debt.

Infrastructure Overview

Regina has a substantial investment in utility infrastructure. A challenge for Regina, and other cities, is to
generate sufficient funds to maintain these assets. The gap between the annual requirement to sustain
the infrastructure and the annual investment is referred to as the "Infrastructure Gap". Regina is a
relatively young city and has, to some extent, been shielded from the full impact of its utility infrastructure
deficit since, until recently, much of the buried infrastructure was still within its expected service life.

In recent years, there has been increased discussion of the infrastructure deficit faced by cities, and the
need for additional funding from the senior governments and/or alternate revenue sources for cities. In
2012, the City will pursue funding opportunities as and when they become available.

In addition, the City has applied for funding under the Federal Green Infrastructure Fund to be used for
the Wastewater Treatment Plant Expansion project.

The Regina Development Plan, Bylaw No 7877 is the framework for land use and development decisions
within the City of Regina. Implementation of the Regina Development Plan requires integration of
infrastructure requirements into sector and concept plans, which detail the physical and engineering
aspects of the new infrastructure along with funding and phasing of the work for Greenfield development.
Current development policies are based on the provision of utility services provided in accordance with
the Development Standards Manual. The development scenarios adopted in the Regina Development
Plan result in significant infrastructure requirements and costs which are provided by the City in
accordance with the Administration of Servicing Agreement Fees and Development Levies Policy
adopted by Council.
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Section 22.4 of The Cities Regulations requires Council to adopt a capital investment strategy that
includes the method used for determining capital plans respecting the waterworks. Capital requirements
(capital investment strategy) are determined based on engineering and planning studies that take into
account the infrastructure requirements of the Utility required to meet the service goals of the Utility, as
determined by City Council or prescribed by legislation. Infrastructure requirements are being addressed
through a series of studies. Studies recently completed or underway include:

e The Wastewater Collection System Assessment Study, completed in 2004, estimated the
replacement value of wastewater collection system as $635 million. The estimated replacement
value in current value is over $850 million. The study defined requirements for the long-term
sustainability of the wastewater collection infrastructure. In 2006, further work was done to
investigate inflow and infiltration to the wastewater collection system and in 2010, a Citywide
Wastewater Assessment was initiated which will be used to assess system performance, which may
lead to recommended infrastructure improvements.

e The review of the Long Term Water Utility Plan was completed in 2006. It examines the present
condition of Regina’s water system, forecasts the requirements for the next 20 years and provides a
plan for meeting future requirements. An estimate of the replacement value for the water distribution
system is $300 million, with a further $400 million for the supply system, including the City's share of
the Buffalo Pound Water Treatment Plant.

e The 2009 consolidation of the drainage area reports into the Regina Drainage Master Plan Report
indicated that it would require $226 million (2008 dollars) to upgrade all areas of the city to meet a
1:25 year storm water detention standard. At the City’s current rate of funding for detention
upgrades, the study estimated that it would take 66 years to implement all the recommendations in
the plan. This does not include operation, maintenance or life-cycle replacement. The study
recommended that more funding be provided in order to implement the plan within 25 years.

e In 2007, the City of Regina partnered with the City of Saskatoon, for the development of a Buried
Asset Repair Strategy. Approximately two-thirds of the water distribution and wastewater collection
systems were constructed in a thirty-year period between the early 1950s and the late 1970s. In this
period, almost all of the water distribution system construction used asbestos cement (AC) pipe. AC
pipe has a reliable service life, under the conditions that prevail in Regina, of 50 years. In recent
years, there has been an increasing frequency in breaks in asbestos cement pipe. This pattern will
likely continue as the system ages and will put a financial strain on the Utility. The strategy is still
under review and the City has developed criteria for piloting a replacement program.

e The value and infrastructure requirements of the wastewater treatment plant were documented
through the Sewage Treatment Plant Planning Study. The final report was completed in late 2005.
The initial Wascana Creek Receiving Environment Study was also completed in 2005. Both studies
were used in developing capital plans for the wastewater treatment plant upgrade and to develop
future plans to create a receiving environment water quality model.

e In 2011, the City of Regina initiated the pre-design study for the Wastewater Treatment Plant
Expansion Project, which will continue into 2012. This project is required to meet new regulatory
requirements as well as provide expanded hydraulic and process capability associated with future
City growth. This study will select the treatment process design and provide updated cost estimates.

e The City is currently undertaking a comprehensive review of its Official Community Plan (OCP), which
will replace the current Regina Development Plan, Bylaw No. 7877. As an input into the OCP, the
City is completing Sector Serviceability Studies for each quadrant of the city. These studies will
provide valuable information with respect to feasibility of providing water, wastewater and drainage
service to potential future Greenfield areas of the city. The studies will also determine high level
capital cost estimates with respect to providing those services, which will help guide the decisions
regarding how and where the city will grow.
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e |n 2008, the City of Regina noted that water pressure in the northwest quadrant was not adequate to
allow development to continue in certain areas of the city. As a result, a Second Pressure Zone study
was completed, which made recommendations for implementing another water pressure zone to
provide service new areas and make improvements to water pressure in existing areas. The study
estimated the cost of providing a second pressure zone, including pumping and piping, to be $46
million. The study also indicated that areas in the northeast quadrant may require the implementation
of a third pressure zone. The sector studies currently in progress will explore that recommendation.

These studies will contribute to determining the infrastructure gap.
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Water Supply, Pumping and Distribution

Capital Summary ($000's) 2012 2013 2014 2015 2016
Capital Expenditures
1. Water Supply
- Buffalo Pound Water Treatment Plant Upgrades 11,550 8,250 8,250 5,500 -
- Supply Line Improvements 500 900 - - -
2. Water Pumping
- Second Pressure Zone System Upgrades 4,000 - - - -
- Water Pumping Stations Upgrades 500 - - - -
3 Water Distribution
- Gordon Road Trunk Water Main Oversizing - 750 210 210 - - -
m west of Lewvan Drive to Campbell Street.
- Trunk Water Main - Chuka Boulevard from Green - - 265 - 265
Apple Way to Primose Green Drive to Arens Road
- Trunk Water Main - Chuka Boulevard from Road 640 - - - -
"D" to Green Apple Way
- Trunk Water Main - Junor Drive from Pasqua 150 900 - - -
Street to Rochdale Boulevard
- Water Distribution Main Oversizing = 100 100 100 100
- Avenue from Harbour Landing Drive to Campbell - 518 - - -
Street
- Water Infrastructure Renewal 4,880 7,580 5,980 4,980 4,980
4 Other Capital Projects
- Utility Billing Equipment Replacement Upgrade 20 40 20 20 40
- Development of the Official Community Plan 121 35 - - -
- Downtown Water, Wastewater, and Stormwater 400 - - - -
Serviceability Study
- Future Equipment Purchases - 100 100 100 100
- Easement Jetting Crawler 80 - - - -
- ITS Infrastructure - Utility Portion 300 300 300 300 300
- Manhole Truck 125 - - - -
- Wastewater Treatment Maintenance Garage 2,700 2,700 - - -
- Meter Installation Program 500 500 500 500 500
- Public Works Building 50 70 1,670 - 3,210
- Trench Settlement Remediation 250 250 250 250 250
- Trunked Radio System User Gear Replacement 284 - - -
- Utility Billing System Upgrade 100 - 100 - -
Total Expenditures 27,076 22,737 17,535 11,750 9,745
Capital Funding
General Utility Reserve 9,596 15,717 11,914 10,146 9,380
Service Agreement Fees - Utility 1,121 1,763 365 100 365
Debt 13,200 3,000 3,000 - -
External Contributions 3,159 2,256 2,256 1,504 -
Total Funding 27,076 22,737 17,535 11,750 9,745
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Water Supply

Funding will cover consulting, contractors, property, materials and any other work, resources, staff,
technologies or support related to each of the projects described below.

Buffalo Pound Water Treatment Plant Upgrades

Improvements are required at the Buffalo Pound Water Treatment Plant to continue meeting quantity and
quality of treated water delivered to Regina and Moose Jaw. Work includes design studies, detailed
design engineering, and several installation construction contracts over a multiple year upgrade schedule.
Funding is provided by the City of Regina's Utility Reserve (73%) and the City of Moose Jaw (27%).

Supply Line Improvements

This program inspects, repairs, and replaces main valves, valve structures and other miscellaneous work
on the Buffalo Pound supply pipeline and other major supply mains within the City. As the pipelines age,
improvements are necessary to ensure the reliability of the water supply to the City and reduce the
number of emergency repairs. The Utility Reserve funds this work.

Water Pumping

Funding will cover consulting, contractors, property, materials and any other work, resources, staff,
technologies or support related to each of the projects described below.

Second Pressure Zone System Upgrades

An engineering analysis indicated upgrades to the water system would be necessary to improve pressure
and fire flows to the north portion of the City. This project will ensure adequate service to existing and
new developments. For 2011, funding for this project is provided by the Utility Reserve (29%) and Utility
Servicing Agreement Fees (71%).

Water Pumping Stations Upgrades

This project provides for the replacement of equipment and components in water pumping stations which
have reached the end of their service life or cannot be economically repaired. The Utility Reserve funds
this work.

Water Distribution

Funding will cover consulting, contractors, property, materials and any other work, resources, staff,
technologies or support related to each of the projects described below.

Gordon Road Trunk Water Main Oversizing - 750 m west of Lewvan Drive to Campbell Street

This project provides a rebate to oversize the trunk water main along Parliament Avenue from 750 m west
of Lewvan Drive to Campbell Street to service the area west of Campbell Street. This project is 100%
funded from Ultility Servicing Agreement Fees.

Trunk Water Main — Chuka Boulevard from Green Apple Way to Primrose Green Drive to Arens
Road

This project provides for the detailed design and construction of a of trunk water main along Chuka
Boulevard from Green Apple Way to Arens Road to service the Greens on Gardiner subdivision and
support potential development to the north of the Greens on Gardiner within the 235,000 population
growth scenario. This project is funded from Utility Servicing Agreement Fees.
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Trunk Water Main — Chuka Boulevard from Road “D” to Green Apple Way

This project provides for the design and construction of a trunk water main along Chuka Boulevard from
Road "D" to Green Apple Way to support development of The Greens subdivision and later extending into
The Towns subdivision further north. This project is 100% funded from Utility Servicing Agreement Fees.

Trunk Water Main — Junor Drive from Pasqua Street to Rochdale Boulevard
This provides for the installation of approximately 1400 m of 400 mm diameter trunk water main along
Junor Drive. Funding is provided from Utility Servicing Agreement Fees.

Trunk Water Main — Rochdale Boulevard from Wal-Mart to 600 m East
This project provides for the installation of approximately 600 m of 400 mm diameter trunk water main
along Rochdale Boulevard. This project is funded from Utility Servicing Agreement Fees.

Water Distribution Main Oversizing

This program provides for the construction of new water distribution mains requiring oversizing to allow for
distribution of water to future developments beyond the concept plan area. Funding is provided from
Utility Servicing Agreement Fees.

Water Distribution Main Oversizing — Parliament Avenue from Harbour Landing Drive to Campbell
Street

This project provides a rebate to oversize the water distribution main along Parliament Avenue from
Harbour Landing Drive to Campbell Street. Funding for the oversizing is provided by Utility Servicing
Agreement Fees.

Water Infrastructure Renewal

The water distribution system requires ongoing rehabilitation and upgrading to maintain and improve the
level of service and ensure the system's reliability and safety. The program typically includes inspection,
assessment, replacement and rehabilitation of water distribution mains and appurtenances. The Utility
Reserve funds this program.

Other Capital Projects

Funding will cover consulting, contractors, property, materials and any other work, resources, staff,
technologies or support related to each of the projects described below.

Utility Billing Equipment Replacement Upgrade

In order to obtain readings from AMR meters, the City has deployed a number of hand-held and vehicle-
mounted (VXU) radio-read devices. These devices, along with other larger equipment used in the Utility
Billing operation, such as curb box locators, are warranted and can be repaired and upgraded for a period
of time, but in order to manage upgrades effectively a consistent program is more appropriate. This
program is funded from the Utility Reserve.

Development of the Official Community Plan

This project will result in a new Official Community Plan (OCP) for Regina, replacing the Regina
Development Plan. The OCP will describe what kind of city Regina intends to become and include a
policy framework that will guide how it will get there in the context of the City’s physical, environmental,
economic, social, and cultural development. This project is funded from Utility Servicing Agreement Fees.

Downtown Water, Wastewater, and Stormwater Serviceability Study

The project consists of a study to determine the current conditions and capacities of the water,
wastewater and drainage systems in Regina's City Centre and to identify the modifications required to
manage the expected infrastructure demand due to growth and intensification. Recommendations about
infrastructure renewal financial policies in the City Centre will also be explored. Funding is provided from
the Utility Reserve.
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Future Equipment Purchases

As equipment requirements change within the utility, additional or new specialized pieces of equipment
are required to manage ongoing operations. This program is intended to operate as a placeholder for the
purposes of planning in the Utility Model and is based on average expected new or specialized equipment
purchases based on previous five year history. Funding is provided from the Utility Reserve.

Easement Jetting Crawler

This crawler unit which will work as an accessory to and existing sewer jet truck will facilitate the cleaning
of catch basin leads located in otherwise inaccessible green spaces. Funding is provided from the Utility
Reserve.

ITS Infrastructure - Utility Portion
This program provides for the Utility contribution to IT projects that support the Utility as approved in the
General Capital Program. Funding is provided from the Utility Reserve.

Manhole Truck
A 3 Ton Manhole truck is required to adequately and safely perform the work which involves pulling the
skid steer/trailer. Funding is provided from the Utility Reserve.

Wastewater Treatment Maintenance Garage

This project provides a second stage to the maintenance shop, new maintenance garage and office
space at the wastewater treatment plant, including site work, building construction, parking, security,
consulting fees, permits and reports. Funding is provided from the Utility Reserve.

Meter Installation Program
This program provides funding to install meters in new homes. Funding is provided from the Ultility
Reserve.

Public Works Building
Capital improvements for the design and construction of interim works identified in Public Works Facilities
Master Plan. Funding is provided from the Utility Reserve.

Trench Settlement Remediation

Cracking and settling of sidewalks, curbs, gutter and pavement occur as a result of backfill settlement at
watermain work locations, resulting in drainage problems. This program corrects settlement at these
locations. The Utility Reserve funds this program.

Trunked Radio System User Gear Replacement
Trunked Radio System Infrastructure Upgrade will require new user gear (portable and mobile radios) as
existing gear will not work on the new Infrastructure. This program is funded from the Utility Reserve.

Utility Billing System Upgrade

The upgraded version of the Utility Billing system has significant new functionality, including e-billing,
electronic work queue, customer contact tracking, and dispatch functionality. This project provides for the
review of the improved functionality of the system and implementation of selected functionality. Funding
is provided from the Utility Reserve.
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Wastewater Collection and Treatment

Capital Summary ($000's) 2012 2013 2014 2015 2016

Capital Expenditures
1. Wastewater Collection:

- Lift Station Upgrade 500 490 75 400 100
- Sanitary Trunk Main - Chuka Boulevard from Road 700 - - - -
"D" to Green Apple Way
- Sanitary Trunk Main - Rochdale Boulevard from Wal- 1,263 - - - -
Mart to Kensington Greens
- Sewer Collection Mains Oversizing 100 100 100 100
- South of Regina Feasibility Study 400 - - - -
- Wastewater Infrastructure Renewal 8,445 8,755 6,355 6,365 6,365
2. Wastewater Treatment:
- McCarthy Boulevard Pumping Station Upgrade 1,600 - - - 50
- Utility Greenhouse Gas Reduction Program 150 - - - -
- Wastewater Treatment Plant Expansion 10,000 14,300 44,250 44,350 44,350
- Wastewater Treatment Plant Improvements 5,000 50 3,550 50 1,810
- Wastewater Treatment Plant Refurbishing 4,590 4,490 290 290 390
Total Expenditures 32,648 28,185 54,620 51,555 53,165
Capital Funding
General Utility Reserve 17,790 15,862 12,029 16,472 8,767
Service Agreement Fees - Utility 5,058 2,323 8,691 8,083 8,398
Debt 9,800 10,000 33,900 27,000 36,000
Total Funding 32,648 28,185 54,620 51,555 53,165

Wastewater Collection

Funding will cover consulting, contractors, property, materials and any other work, resources, staff,
technologies or support related to each of the projects described below.

Lift Station Upgrade

The City's wastewater pumping stations are aging and require upgrading to restore or improve the level of
service and to reduce emergency repair costs. This program will include assessment, pre-design,
rehabilitation, upgrades and/or replacement of existing pumping stations. The Utility Reserve funds this
program.

Sanitary Trunk Main — Chuka Boulevard from Road “D” to Green Apple Way

This project provides for the construction of a 600 mm diameter extension to the Greens Trunk Main
along Chuka Boulevard from Road D to the northern boundary of the Greens on Gardiner subdivision.
This project is funded from Utility Servicing Agreement Fees.

Sanitary Trunk Main — Rochdale Boulevard from Wal-Mart to Kensington Greens

This project provides for the installation of approximately 1400 m of 600 mm sanitary trunk along
Rochdale Boulevard through the Hawkstone development to Kensington Greens. This project is funded
from Utility Servicing Agreement Fees.

Sewer Collection Mains Oversizing

This program provides for the construction of new sewer collection mains requiring oversizing within new
subdivisions for future developments. Funding is provided from Utility Servicing Agreement Fees.
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South of Regina Feasibility Study

This study will determine water, wastewater and drainage serviceability including major facility upgrades
for an area south of Regina and Highway #1, between Pinkie Road to the west and the CN Rail tracks to
the east including lands outside city limits, one section to the south. The study area includes lands
currently identified beyond the 300,000+ population growth scenario. The study is funded 100% from the
Servicing Agreement Fees Utility Fund.

Wastewater Infrastructure Renewal

The wastewater collection system requires ongoing rehabilitation and upgrading to maintain and improve
the level of service and to ensure the system’s reliability. This program includes inspections,
assessments, relining, replacement, and rehabilitation. The condition assessment and rehabilitation is
done both in conjunction with scheduled roadway renewal projects and proactive locations identified in
the system. The Utility Reserve funds this program.

Wastewater Treatment

Funding will cover consulting, contractors, property, materials and any other work, resources, staff,
technologies or support related to each of the projects described below.

McCarthy Boulevard Pumping Station Upgrade

McCarthy Boulevard Pumping Station requires upgrades involving building repairs, pumping, screens for
removal of solids and debris, HVAC/electrical components, and additions of an odour abatement system
to continue to provide reliable wastewater conveyance to the Wastewater Treatment Plant. Funding is
from the Utility Reserve (85%) and Ultility Servicing Agreement Fees (15%).

Utility Greenhouse Gas Reduction Program

This project is a study to determine the feasibility of using wind turbines to provide electricity to the
Wastewater Treatment Plant, with the goal of reducing Corporate Greenhouse Gas emissions. Funding
is from the Utility Reserve.

Wastewater Treatment Plant Expansion

In order meet the existing and new regulatory requirements of both the Provincial and Federal
Governments, a major upgrade of the Wastewater Treatment Plant is required. Work involves concept
development undertaken in 2011, design engineering, equipment procurement, and installation
construction contracts over a multiple year project schedule. The project also includes a Treatment
Centre of Excellence focused on environmental monitoring and modelling of chemicals in the wastewater
and receiving environments. There will be phases of development, with short term upgrades or
immediately identifiable solutions moving forward more quickly, such as digester improvements and
Phase 1 of the maintenance building. Funding for the expansion will be provided from Utility Servicing
Agreement Fees (18%) and the remaining 82% from the Utility Reserve and Debt financing. Funding for
the Centre of Excellence is from the Utility Reserve.

Wastewater Treatment Plant Improvements

The Wastewater Treatment Plant requires improvements to the grit removal system, the maintenance
management system, valve chamber and UV Disinfection System. For 2012, funding is provided from the
Utility Reserve.

Wastewater Treatment Plant Refurbishing

This project provides funding for major maintenance projects beyond regular Operation and Maintenance
budget works to refurbish various areas of the Wastewater Treatment Plant, including administration,
laboratory, lagoons, primary treatment plant, sludge dewatering, tertiary treatment plant, and the site.
The Utility Reserve funds this program.
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Drainage

Capital Summary ($000's) 2012 2013 2014 2015 2016

Capital Expenditures
1. Drainage Systems:

- Albert Park Detention (Area 2B) - 500 - 3,500 -
- Area#8 Upgrades 200 - - - -
- Areal & 17 Upgrades - - - 3,105
- Drainage Pumping Station Upgrading 1,000 - - - -
- Highland Park/Cityview (Area 13A) - 1,000 - -
- North Storm Channel - CN Rail Crossing 250 - - - -
- South East Quadrant Detention (Victoria Avenue - 5,000 - - -
Interchange)
- Drainage Infrastructure Renewal 2,050 2,050 2,050 2,050 2,050
- Dykes, Drainage Channels and Lake Improvements 700 200 200 200 200
- Harbour Landing Detention Pond (MR10) - James Hill 300 - - - -
Road and Tutor Way
- Harbour Landing Detention Pond (MR7) - West of the 200 - - - -
Storm Channel and South of Gordon Road
- Harbour Landing Detention Pond (MR8) - West of the 200 - - - -
Storm Channel and South of Gordon Road
- Hawkstone Detention Pond (D) - South of Junor Drive 600 - - - -
and North of Big Bear Boulevard
- Hawkstone Detention Pond (E) - North of Rochdale 600 - - - -
Boulevard and East of Argyle Street
- Hawkstone Detention Pond (F) - West of Argyle Street - - - - 300
and South of Rochdale Boulevard
Total Expenditures 6,100 7,750 3,250 5,750 5,655
Capital Funding
General Utility Reserve 4,200 7,750 3,250 5,750 5,355
Service Agreement Fees - Utility 1,900 - - - 300
Total Funding 6,100 7,750 3,250 5,750 5,655
Drainage

Funding will cover consulting, contractors, property, materials and any other work, resources, staff,
technologies or support related to each of the projects described below.

Albert Park Detention (Area 2B)
This program will provide improvement for the drainage level of service in the Albert Park area. The
Utility Reserve funds this program.

Area #8 Upgrades
This program will upgrade the drainage system in Area #8 (Assiniboia East) to improve the desired
drainage level of service in the area. Funding for this program is provided from the Utility Reserve.

Area #1 & #17 Upgrades

This program will upgrade the drainage system in Area #1 & #17 to improve the desired drainage level of
service in the areas. The Utility Reserve funds this program.
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Drainage Pumping Station Upgrading

This is phase 3 of the upgrades required to improve the Ring Road Lift Station. This project improved the
level of service of the drainage management system at the CNR overpass. Access to the Lift Station is
also improved to allow for proper maintenance. The Utility Reserve funds this program.

Highland Park/Cityview (Area 13A)
This program will upgrade the drainage system in Highland Park to improve the desired drainage level of
service in the area. Funding is provided from the Utility Reserve.

North Storm Channel — CN Rail Crossing
Funds are required for payments of upgrading the North Strom Channel by replacing inadequate/outdated
wooden bridge structure. Funding is provided from the Utility Reserve.

South East Quadrant Detention (Victoria Avenue Interchange)

This is part 3 of 3 Glencairn Stormwater Management Improvement Projects. Upgrading the detention of
the SE Quadrant in the Victoria Avenue and Highway #1 Interchange will improve the drainage level of
service in the underpass. The Utility Reserve funds this project.

Drainage Infrastructure Renewal

The drainage system requires ongoing rehabilitation and upgrading to maintain and improve the level of
service and to ensure the system’s reliability. This program includes inspections, assessments, relining,
replacement, and rehabilitation. The rehabilitation is typically done in conjunction with scheduled
roadway renewal projects. The Utility Reserve funds this program.

Dykes, Drainage Channels and Lake Improvements

This program rehabilitates and improves the level of service of facilities such as dykes, channels,
streams, lakes and ponds. Periodic assessments, repairs, modifications and improvements are required
to ensure the integrity and capacity of these systems. The Utility Reserve funds this program.

Harbour Landing Detention Pond (MR10) — James Hill Road and Tutor Way

This project will construct detention pond MR10 in Harbour Landing near James Hill Road and Tutor Way.
The project includes design and construction for the excavation, outlet and landscaping. The project is
funded 100% from Utility Servicing Agreement Fees.

Harbour Landing Detention Pond (MR7) — West of the Storm Channel and South of Gordon Road
This project will construct the detention pond MR7 in Harbour Landing, West of the Storm Channel and
South of Gordon Road, as part of the storm water management infrastructure for the area. The project
includes design and construction for the excavation, outlet and landscaping. This project is 100% funded
from Utility Servicing Agreement Fees.

Harbour Landing Detention Pond (MR8) — West of the Storm Channel and South of Gordon Road
This project will construct the detention pond MR7 in Harbour Landing, West of the Storm Channel and
South of Gordon Road, as part of the storm water management infrastructure for the area. The project
includes design and construction for the excavation, outlet and landscaping. This project is 100% funded
from Utility Servicing Agreement Fees.

Hawkstone Detention Pond (D) — South of Junor Drive and North of Big Bear Boulevard

This project will construct the detention pond South of Junor Drive and North of Big Bear Boulevard and
West of Argyle Street within the Hawkstone development as part of the storm water management
infrastructure for the area. The project includes design and construction for the excavation, outlet and
landscaping. The project is 100% funded from Utility Servicing Agreement Fees.
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Hawkstone Detention Pond (E) — North of Rochdale Boulevard and East of Argyle Street

This project will construct the detention pond (E) as identified in the Northwest Sector Serviceability
Study, located North of Rochdale Boulevard and East of Argyle Street, as part of the storm water
management infrastructure for the area. The project includes design and construction for the excavation,
outlet and landscaping. This project is 100% funded from Utility Servicing Agreement Fees.

Hawkstone Detention Pond (F) — West of Argyle Street and South of Rochdale Boulevard

This project will construct the detention pond (F) as identified in the Northwest Sector Serviceability
Study, located West of Argyle Street and South of Rochdale Boulevard, as part of the storm water
management infrastructure for the area. The project includes design and construction for the excavation,
outlet and landscaping. This project is 100% funded from Utility Servicing Agreement Fees.
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Utility Capital Funding

Funding for the Water and Sewer Utility Capital Program is primarily from the following sources:

e General Utility Reserve.

e Utility Servicing Agreement Fees and Development Levies.

e Federal and Provincial Infrastructure Programs (no funding currently in the five year program).

e Debt.

General Utility Reserve

The General Utility Reserve is funded through the operating surplus of the Utility. Each year the Utility
generates a surplus, a portion of which is transferred to the general operating and capital budgets, with
the balance transferred to the General Utility Reserve. The reserve is primarily used to fund capital
projects, but is available should there be an operating shortfall. At present, a significant surplus in the
General Utility Reserve is required to offset the shortfall in the Utility Servicing Agreement Fee Reserve.
The following table provides a projection for the General Utility Reserve.

General Utility Reserve ($000's)

2012 2013 2014 2015 2016

Reserve Balance - Start of Year 37,949 39,954 39,491 47,886 47,749

Net Operating Surplus 33,591 41,268 (1,546) 40,625 39,142
Replacement of Debt' - - 43,100 - -

Capital Program Requirement2 (31,586) (41,731) (33,159) (40,762) (34,686)

Reserve Balance - End of Year 39,954 39,491 47,886 47,749 52,205

Note:

1. The debt reassigned from the GTH is fully due in 2014. In that year, additional debt in the amount of $43.1 million will be
required to replace the reassigned GTH debt.

2. The Capital Program Requirement reflects an estimated inflation rate applied to capital requirements. The 2012 — 2016 Utility
Capital Program is presented in current dollars (without inflation). The Utility model incorporates projected increases in
revenues and expenditures due to inflation. The net operating surplus reflects future projected increases and as such, the
inflationary projection for capital program requirements is also used in this table.

Servicing Agreement Fees and Development Levies

Servicing Agreement Fees (SAF) and Development Levies (levies) are pursuant to The Planning and
Development Act, 2007 and are collected when a servicing agreement or development levy agreement is
entered into between the City and a developer. The agreements require a payment to the City of a
predetermined amount per hectare of land within the development area. The funds are intended to be
used towards the construction of infrastructure to support new development.
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In the case of utility related costs for development, the City normally incurs the costs of providing
infrastructure prior to the full development of an area and then recovers the costs through the
development charges as the area develops.

For 2012, the Utility Servicing Agreement Fees/Development Levies are set at $107,621 per hectare of
land within the development area. The payment schedule requires 30% upon execution of a servicing
agreement, another 40% within nine months and the balance within a further nine months. Eligibility of
funding is by policy of City Council.

Revenue from SAF and levies is recognized when the funds are spent on an eligible project. Historically,
capital projects eligible for SAF funding have been undertaken ahead of the funds being available
resulting in a shortfall in Servicing Agreement Fees funding. This shortfall is funded through the surplus
in the General Utility Reserve. The projections have been based on information provided by the
development community, and estimates from Development Engineering for 2012 to 2016 and assume
that fees are collected on 80 hectares per year, in accordance with the SAF/Levy rate calculation.

Servicing Agreement Fees ($000's)

2012 2013 2014 2015 2016
Balance - Start of Year (47,795) (49,654) (47,492) (50,515) (52,806)
Servicing Agreement Fees!) 8,610 8,911 9,223 9,546 9,880
Interest applied to negative balance® (2,390) (2,483) (2,375) (2,526) (2,640)
Capital Program Requirements!? (8,079) (4,266) (9,871) (9,311)  (10,766)
Balance - End of Year (49,654)  (47,492)  (50,515)  (52,806) (56,332

Note

1. The projected Servicing Agreement Fees incorporate the approved rates for 2012, and increases in future years for inflation.
The capital program requirements also incorporate projected increases due to inflation.

2. If the Servicing Agreement Fee Reserve is in a negative position, interest is calculated at the rate paid by the City for any debt
required to fund the negative balance.

A review of the SAF Policy in 2007 identified the option to design and build some infrastructure projects
through funding arrangements with developers rather than through city borrowed funding. For that
reason, developers have entered into front ending servicing agreements with the City and have
constructed work that would normally be funded through the SAF reserve funds. Through these
agreements, the developers are entitled to an offset in the form of servicing agreement fee credits that
would otherwise be payable. The servicing agreement fee credit concept allows the development
community to proceed with new subdivisions without waiting for the City to construct the infrastructure to
support the development. The outstanding SAF Credit Balance as of October 31, 2011 is just over $2.6
million. It is anticipated that all outstanding credits will be redeemed in 2012.
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Debt Financing

Section 135 of The Cities Act creates the authority to issue debt to finance capital projects. While debt is
a source of capital financing, ultimately the cost of the debt (principal and interest) has to be funded
through the utility operating budget. The following table is a summary of the outstanding debt and the debt
maturing each year.

Schedule of Utility Debt Maturities ($000's)

Debt Issues

$40 Million $6 Million $16 Million $43.1 Million Per Cent of
Year Nov 2002 May 2004 June 2009 June 2009 (GTH) Total Total (%)
2012 4,000 600 906 - 5,506 10.5
2013 - 600 906 - 1,506 2.9
2014 - 600 906 43,100 44,606 1! 84.9
2015 - - 906 - 906 1.7
Total 4,000 1,800 3,624 43,100 52,524 100.0

Note:
1. The debt reassigned from the GTH is fully due in 2014. In that year, additional debt in the amount of $43.1 million will be
required to replace the reassigned GTH debt.

In the 2012 — 2016 Utility Capital Program, debt requirements are:

$23.0 million in 2012.
$13.0 million in 2013
$80.0 million in 2014 (includes $43.1 required to replace GTH debt).
$27.0 million in 2015
$36.0 million in 2016.

The Utility model includes funding for debt issuance costs and the repayment of projected debt issues
based on a twenty year term and an interest rate of 5%. In 2014, the GTH debt will mature and new debt
of $43.1 million will be required to replace it.

The future debt requirements are subject to change, as capital requirements in future years may change,
the projected cost of requirements could change, or revenues generated from rate increases may
change. In addition to the projected debt required to fund the 2012 — 2016 Utility Capital Program, based
on current revenue and expenditure projections in the Utility model, there are additional debt
requirements beyond 2016. The following graph shows projected utility debt levels incorporating the
existing debt and the projected additional debt for 2012 through 2016.

61



Utility Debt Projections

Utility Debt Outstanding - End of Year
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