
 1 Integrated Planning & Public Works 

 
 

STAFF REPORT 
City Utilities 

 
Title: Water & Sanitary Financial Plans 
Report Number: IPPW2020-056 
Author: Natasha Glauser, Michael Pugliese 
Meeting Type: Council Meeting 
Council/Committee Date: December 7, 2020 
File: N/A 
Attachments: Appendix A: Water and Sanitary Financial Plans 
Ward No.: City-wide 
 
Recommendation: 
 

1. That IPPW2020-056 be approved.  
 

2. That Council directs staff to submit the City of Waterloo’s Water Distribution 
System and Sanitary System Financial Plans as provided in Appendix A to the 
Ministry of Municipal Affairs and Housing in support of the City’s drinking water 
license renewal by December 19, 2020. 

 

A. Executive Summary 
The Municipal Drinking Water Licensing Program, under the Safe Drinking Water Act, 
2002, requires Ontario drinking water systems to be licensed.  One of the requirements 
of holding a valid licence is preparing and submitting to the Province an updated 
financial plan in accordance with Ontario Regulation (O. Reg.) 453/07.  The financial 
plan must apply to a period of at least six (6) years with the first year being the year the 
existing license expires.  In the City’s case, an updated Water Distribution System 
Financial Plan (No.112-301) is required for the period 2021 to 2026. 
 

The financial plan must be approved by Council resolution as the overall owner of the 
drinking water system.  A copy of the approved financial plan is to be submitted to the 
Ministry of Municipal Affairs and Housing (MMAH) by December 19, 2020, as the City’s 
current license expires on June 19, 2021.  The approved financial plan would also be 
made available to the public at no charge and posted on the City’s website. 
 

City staff maintain a 10-year forecast model for the Water and Sanitary systems to 
determine the full cost of providing water and sanitary services to City of Waterloo 
residents and businesses, along with revenue required to provide a sustainable financial 
plan in accordance with the Safe Drinking Water Act’s provisions. 
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The financial plan, and resultant rate forecast developed, have incorporated a capital 
financing strategy to begin addressing the water and sanitary system capital funding 
gap as identified in the City’s Comprehensive Asset Management Plan.  
 

B.  Financial Implications 
Staff have developed the water and sanitary financial plan alongside the preparation of 
the 2021 City Utilities Rate Report and 10-year rate forecast (report IPPW2020-072).  
Expenses, capital requirements, and reserve balances are used to determine a long-
term revenue stream (through user rates) that supports a sustainable water and sanitary 
system per the legislated requirements of O. Reg 453/07. 
 

As the financial plan is a “point-in-time” document submitted to the province in support 
of a 6-year planning horizon (alignment with the drinking water license renewal term), 
changes are permitted to expense/revenue projections and rate forecasts through the 
City’s annual rate setting process. 
 

C.  Technology Implications 
None 
 

D.  Link to Strategic Plan 
(Strategic Objectives: Equity, Inclusion and a Sense of Belonging; Sustainability and the 
Environment; Safe, Sustainable Transportation; Healthy Community & Resilient Neighbourhoods; 
Infrastructure Renewal; Economic Growth & Development) 
(Guiding Principles: Equity and Inclusion; Sustainability; Fiscal Responsibility; Healthy and Safe 
Workplace; Effective Engagement; Personal Leadership; Service Excellence) 

 

The water and sanitary financial plan is linked to the Strategic Plan through the Guiding 
Principle of “Fiscal Responsibility” – ensuring investment in infrastructure through 
responsible operations and maintenance activities and capital renewal strategies. 
 

E. Previous Reports on this Topic 
PWS2012-003 - Financial Plan – The City of Waterloo Water Distribution System 
IPPW2016-032 - Water & Sanitary Financial Plans and Rate Design Study 
Recommendations 
 

F. Approvals 

Name Signature Date 

Author: Natasha Glauser   

Author: Michael Pugliese   

Director: Leigh McDermott   

Commissioner: Cameron Rapp   

Finance: Filipa Reynolds   

CAO 
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Water & Sanitary Financial Plans 
IPPW2020-056 

Section 1 – Background 

As per the Safe Drinking Water Act, 2002, the City of Waterloo is required to prepare 
and submit an updated Drinking Water Distribution System Financial Plan to meet the 
requirements of the Municipal Drinking Water Licencing Program as defined under 
Ontario Regulation (O. Reg.) 453/07 for renewal of the City’s drinking water licence.  
Recent best practices in the industry has also been to undertake this same exercise for 
the Sanitary Collection system as operated by the City. 

A review pertaining to the full cost of providing water and sanitary services to the 
residents and businesses of Waterloo was undertaken with guidance from the City’s 
Comprehensive Asset Management Plan (AMP) and Water Distribution and Sanitary 
Master Plans.  It incorporates long-term life cycle costing and replacement analysis as 
recommended by the City’s AMP.  The results of the review enabled staff to develop a 
recommended user rate forecast that meets the goals and guiding principles for a 
sustainable drinking water and sanitary collection system. The primary objectives 
include: 

 Identify the full cost of services for the City’s drinking water and sanitary systems; 

 Prepare an updated Water System Financial Plan in accordance with the 
requirements of O. Reg 453/07 for the renewal of the City’s municipal drinking 
water licence;  

 Prepare a Sanitary System Financial Plan using similar requirements from O. 
Reg 453/07; and 

 Develop water and sanitary user rate forecasts that would not only recover the 
full cost of delivering these services but also provide sustainable financing over 
the long-term for asset rehabilitation and future replacement. 

The total cost of the City’s water distribution and sanitary sewage collection services, 
including payments made to the Region of Waterloo, are recovered from daily operating 
(non-rate) revenues (e.g. administrative fees, etc.) and through direct billing to 
customers (rate revenues).  The City's utility bill to customers is comprised of: 1) a fixed 
monthly service charge based on water meter size, and 2) a consumption charge based 
on the respective water and sanitary sewage uniform rate per cubic metre of water 
consumed.  The sanitary portion of the bill does not include any fixed monthly service 
charges. 
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Year 2021 2022 2023 2024 2025 2026 2027 2028 2029 2030

Water ($/m3) 1.97 2.05 2.15 2.27 2.37 2.46 2.53 2.60 2.66 2.72

Sanitary  ($/m3) 2.53 2.59 2.66 2.74 2.83 2.93 3.03 3.14 3.26 3.38

These revenues are required to cover the full costs of managing the water and sanitary 
systems including annual operating and capital costs as well as long-term asset renewal 
and replacement costs.  However, there are ongoing risks to revenue recovery such as 
user consumption often being volatile while many of the system costs are fixed, and 
seasonality factors of climate change that can create very wet or dry conditions.   

Staff’s objective in establishing Water and Sanitary rates is to avoid large fluctuations 
from year to year and to ensure they adequately cover current operating costs, maintain 
and repair the City’s existing asset base, and replace assets where identified by the 
City’s Asset Management Plan (AMP).  Progress is gradually being made by growing 
the reserves to provide a source of funding for the ongoing replacement/rehabilitation of 
capital assets and to provide stabilization funds to address potential future operating 
deficits and/or emergency situations.  Table 1 below shows the forecasted user rate 
requirements to accomplish this. 
 
Table 1 – Forecast Water & Sanitary Rates 2021-2030: 
 

 

Section 2 - Guiding Principles  
 
The financial plan has been built based on a set of principles established to provide 
transparent assessment of the City Utilities Water and Sanitary business units. The 
principles guiding ongoing model updates, and ensuing financial plans, are: 
 

1. Full Cost Recovery - All costs are to be recovered through the utility rates 

2. Revenue Stability - Provide stable and adequate annual revenue to minimize 
the occurrence of annual deficits 

3. User Pay - Recover more revenue from those who use more water 

4. Fairness and Equity - Ensure, to the extent possible, that each business unit 
pays its fair share without cross subsidization 

5. Water Conservation - Forecasted rates to take into account ongoing water 
conservation measures 

6. Capital Financing - To be funded through a combination of reserves, annual 
revenue from user rates, and debt, if required 

Section 3 - Financial Plan 
 
As required under the Safe Drinking Water Act, 2002, Ontario Regulation (O. Reg.) 
453/07, the City of Waterloo has undertaken a review of the existing water and sanitary 
business units to develop a financial plan in accordance with the Act’s provisions.  The 
City’s existing drinking water license expires on June 19, 2021 and a Council endorsed 
financial plan covering a minimum period of six years (2021-2026) is due to the Ministry 
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of Municipal Affairs and Housing by December 19, 2020 as part of the City’s license 
renewal application process.  Additionally, while not formally required under O. Reg 
453/07, best practices have migrated towards also including the development of a 
Sanitary Financial Plan, which uses many of the same requirements as the Drinking 
Water Distribution System Financial Plan. 
 
The Council endorsed financial plan, for each year to which the financial plan applies, 
must include: 
 

 Details of the proposed or projected financial position of the drinking water 
system; 

 Details of the proposed or projected financial operations of the drinking water 
system; 

 Details of the drinking water system’s proposed or projected gross cash receipts 
and gross cash payments; and, 

 Details of the extent to which the information described above relates directly to 
the replacement of lead service pipes, if applicable. 

 
Each of the above items is attached as part of Appendix A: Water and Sanitary 
Financial Plans. 
 
The City must also ensure financial plans are: 

 Made available, on request, to members of the public who are served by the 
drinking water system without charge; 

 Made available to members of the public without charge through publication on 
the Internet, if the owner maintains a website; and, 

 Advertised in a manner that, in the opinion of the City, will provide notice to the 
attention of members of the public who are served by the drinking water system 
advising of the availability of the financial plans via the above avenues (e.g. local 
general circulation newspaper). 

 
Reserve Strategy: 
 
As part of the previous financial plan submitted to Council in April 2016, a rate design 
study was completed as referenced in IPPW2016-032 for the Water and Sanitary 
business units.  One of the components of that review was to evaluate reserve policies 
and target reserve levels.  The following are the current reserve policies as approved by 
Council through the 2019 update to FC-006 - Reserves and Reserve Funds Policy: 
 

i. The minimum approved target level of the Water & Sanitary Capital Reserves is 
1% of the estimated asset replacement value. 

ii. The minimum approved target level of the Water & Sanitary Stabilization 
Reserves is 5% of the annual operating expenditures. 

 
Those approved reserve levels have been incorporated into the financial models and 
resultant 10-year rate forecast, and as per IPPW2016-032, the transition to this new 
reserve structure (capital reserves & stabilization reserves) began in 2019. 
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The estimated asset replacement value for the Water and Sanitary business units for 
2020 is $367,800,000 and $424,300,000 respectively, as per the City’s AMP. 
 
The operating expenditures for the Water and Sanitary business units for 2020 is 
$19,473,663 and $23,772,869 respectively, as per the Council approved 2020 budget. 
 
Water and Sanitary Capital Reserves (Funding & Expenditures): 
 
The water and sanitary capital reserves are funded through annual contributions from 
the operating budgets in addition to any remaining surpluses not committed upon the 
closing of completed capital projects.  The annual contributions are to be set at an 
amount that provides sufficient funding for all approved current asset replacement/ 
rehabilitation capital projects while aiming to maintain the Council approved minimum 
target levels when possible (some deviations to the reserve targets may be required to 
offset large rate impacts for a fluctuating capital program year-to-year). 
 
The water and sanitary capital reserves will be the source of financing, along with any 
Council approved debt, for all approved asset replacement/rehabilitation capital 
expenditures and any unbudgeted capital needs that may arise from time to time. 
 
The target balance for these reserves is 1-2% of estimated asset replacement value 
and are reviewed each year to ensure compliance with Council policy.  The projected 
2020 ending balance in the water and sanitary capital reserves is 2.2% (of the $368 
million replacement value) and 3.4% (of the $424 million replacement value) 
respectively, currently above the target balance as a result of some capital projects 
being deferred to 2021. 
 
The forecasted capital reserve balances are noted in Chart 2 below.  Deviation from the 
Council approved minimum target for the water capital reserve is required from 2023-
2026 to accommodate significant investment in the capital program without the need to 
issue debt or create rate spikes/dips throughout the forecast period.  The reserve trends 
back up to the minimum target in the later part of the forecast period.  The sanitary 
capital reserve remains above the minimum target through most of the forecast period, 
dipping slightly below in the later years. 
 
Chart 2 – Water & Sanitary Capital Reserve Forecast: 
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Water and Sanitary Rate Stabilization Reserves (Funding & Expenditures): 
 
The City established stabilization reserves to meet emergency and unplanned funding 
needs for the Water and Sanitary business units in order to avoid operating deficits 
causing large fluctuations on future user rates.  These reserves are a source of 
financing to offset any year-end operating deficits that may occur and to avoid 
unplanned rate increases in subsequent year(s).  
 
The water and sanitary rate stabilization reserves were initially funded through larger 
than anticipated surplus contributions from operations during 2018/2019.  Further 
contributions are to occur from any year-end operating surpluses.  The target balance 
for these reserves is 5-10% of annual operating expenditures and are reviewed each 
year to ensure compliance with Council policy.  The projected 2020 ending balance in 
the water and sanitary stabilization reserves is 8.6% and 10.8%, respectively, of 2020 
projected operating expenditures; this is within the target balance (slightly above for 
sanitary), demonstrating a good stabilization position for the City. 
 
The forecasted stabilization reserve balances are noted in Chart 3 below.  Deviation 
from the Council approved minimum target is required for the water stabilization reserve 
from 2022-2026 to accommodate the recommended 2021 rate freeze as per the City 
Utilities rate report (IPPW2020-072).  As noted in the rate report, use of the stabilization 
reserves to help offset a 2021 rate freeze is recommended to provide short-term 
assistance for rate payers amid the COVID-19 pandemic and challenges its posed for 
many city residents and businesses.  The water stabilization reserve will be built back 
up to the minimum target level over time through contributions from the operating 
budget and any year-end surpluses. 
 
If operating surpluses are such that the stabilization reserves are growing faster than 
required per the minimum target level, staff will request Council approval (through the 
annual rate setting process) to either transfer a portion to the capital reserves for future 
infrastructure replacement or to offset future rate increases. 
 
Chart 3 – Water & Sanitary Rate Stabilization Reserve Forecast: 
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Water System Capital Costs: 
 
The average annual capital spending on the water system as identified in the 2020-
2022 approved capital budget and 2023-2029 capital forecast is $3.825 million.  The 
estimated average annual capital need based on the City’s AMP is $4.5 million.  The 
AMP considers life cycle, age analysis, and other factors, including but not limited to 
current asset conditions, capacity requirements, and service levels when assessing 
replacement needs and timing.  A comparison of the identified capital needs to the 
current capital budget spending indicates that there is an average annual water capital 
funding gap of approximately $0.675 million. 
 
In order to address the capital funding gap, the following recommendations are being 
incorporated into the financial model and 10-year rate forecast: 
 

 That the identified capital funding gap begins to be addressed over the course of 
2023-2030 through a phasing in approach to reach the required annual funding 
by 2030, taking into consideration other key project variables such as existing 
project management capacity and the availability of the other required funding 
sources (i.e. the associated required tax base funding for the road reconstruction 
portion in conjunction with underground works, unless trenchless technologies 
are utilized).   

 That the identified average annual water system capital funding gap of $0.675 
million be incorporated into the 2023-2032 capital budget and forecast cycle to 
be funded by the water capital reserve. 

 That other sources of financing such as provincial and/or federal grants be 
aggressively pursued as they become available to help reduce the overall 
amount to be funded from reserves and user rates. 

 
Sanitary System Capital Costs: 
 
The average annual capital spending on the sanitary system as identified in the 2020-
2022 approved capital budget and 2023-2029 capital forecast is $3.45 million.  The 
estimated average annual capital need based on the City’s AMP is $4.2 million.  Similar 
to water assets, the AMP not only considers life cycle and age analysis but also other 
factors, including, but not limited to, current asset conditions, capacity requirements, 
and service levels when assessing replacement needs and timing.  A comparison of the 
identified capital needs to the current capital budget spending indicates that there is an 
average annual sanitary capital funding gap of approximately $0.75 million. 
 
In order to address the capital funding gap, the following recommendations are being 
incorporated into the financial model and 10-year rate forecast: 
 

 That the identified capital funding gap begins to be addressed over the course of 
2023-2030 through a phasing in approach to reach the required annual funding 
by 2030, taking into consideration other key project variables such as existing 
project management capacity and the availability of the other required funding 
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sources (i.e. the associated required tax base funding for the road reconstruction 
portion in conjunction with underground works).   

 That the identified average annual sanitary system capital gap of $0.75 million 
be incorporated into the 2023-2032 capital budget and forecast cycle to be 
funded by the sanitary capital reserve. 

 That other sources of financing such as provincial and/or federal grants be 
aggressively pursued as they become available to help reduce the overall 
amount to be funded from reserves and user rates. 

 
Financial Statements: 
 
The Water and Sanitary system financial statements involve a review, analysis, and 
assessment of financial information contained in the utility models and city accounting 
systems.  This includes costs, revenues, any issued debt, cash transactions, and 
Tangible Capital Asset (TCA) information to prepare the following three financial 
statements covering the period 2021-2026 as required under O. Reg 453/07: 
 

i. Statement of Financial Position; 
ii. Statement of Operations; and 
iii. Statement of Cash Flow. 

 
The following provides key assumptions used for financial modelling to generate the 
above noted statements through the forecast period: 
 

 Capital Projects - The 10-year Water and Sanitary capital program is based on 
the approved 2020-2022 Capital Budget and 2023-2029 Capital Forecast plus 
additional estimated capital needs based on life cycle and age analysis identified 
through the City’s AMP. 
 

 Water & Sanitary Capital Reserves - The opening balance for 2021 water and 
sanitary capital reserves are based on the projected year-end estimate for 2020 
as of the end of September. 
 

 Sources of Financing - Capital reserves were used as the source of financing as 
outlined in the City’s budget documents; no debt is projected to be issued into the 
forecast period. 
 

 Operating Budget - The financial plan utilizes the City’s 2020-2022 multi-year 
Operating Budget and forecasts the remaining years based on annual inflationary 
increases of approximately 2-3% depending on the cost item. 
 

 Service Standards - Water and Sanitary operating programs are maintained at 
their current service levels. 
 

 Water Consumption & Wastewater Treatment Forecasting - The City actively 
monitors and evaluates consumption trends to support revenue stability.  
Revenue budgets and wholesale costs paid to the Region are based on a 5-year 
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rolling average of metered volumes distributed through the water system and 
treated through the wastewater system.  Fluctuating weather patterns often have 
a direct impact on consumption and the volumetric figures observed. 
 

 Development Charge Revenues - The forecast includes assumptions with 
respect to Development Charge revenues to support growth related projects and 
reflects the projections as outlined in the City’s 2019 Development Charge 
Background Study. 

 
Preparing a Sanitary System Financial Plan, while not mandatory, has become a 
municipal best practice over the past several years.  It is typically prepared in 
accordance with the same requirements of O. Reg 453/07 that applies to water 
systems. 
 
The Water and Sanitary system financial statements can be found in Appendix A: Water 
and Sanitary Financial Plans. 

Section 4 - Conclusion 
 
With Council approval of IPPW2020-056, staff will proceed with the following: 
 

1) Submit the City of Waterloo Water Distribution System and Sanitary System 
Financial Plans, attached as Appendix A, to the Ministry of Municipal Affairs and 
Housing by December 19, 2020 as part of the City’s municipal drinking water 
license renewal application process. 
 

2) City Utilities and Finance staff will continue to work with the Asset Management 
Team to refine the city-wide AMP as it relates to City Utilities assets while 
evaluating the AMP recommended implementation plan and required financing 
strategy. 
 

3) As part of the 2021 City Utilities rate report, staff have begun to address the 
estimated capital funding gap per the AMP using a phased approach as part of 
the utility rate forecast for 2023 onwards, reaching the estimated required funding 
by 2030.  Aiming to maintain the approved capital and rate stabilization reserve 
targets when possible was also considered, but not always practical, to provide 
balanced/ smoothed rate increases over time. 
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- Appendix A - 

Water and Sanitary Financial Plans 

 

City of Waterloo Water Distribution System 

Financial Plan (No.112-301)  

Under the Safe Drinking Water Act, 2002, Ontario municipalities are required to apply for and 

obtain a Municipal Drinking Water Licence.  Furthermore, one of the requirements of holding a 

valid drinking water licence is preparing and submitting an updated financial plan to the 

Ministry of Municipal Affairs and Housing (MMAH) in accordance with Ontario Regulation 

(O.Reg.) 453/07.  The financial plan contained herein includes financial statements that satisfy 

the requirements under this Regulation, and are as follows: 

i. projected financial position of the drinking water system; 

ii. projected financial operations of the drinking water system; 

iii. projected gross cash receipts and gross cash payments; and 

iv. details on the extent to which the above information applies to the replacement of lead 

service pipes, if applicable. 

The financial plan applies to a period of six years, with the first year being the year the existing 

license expires (i.e. 2021).  The Water Distribution System Financial Plan No.112- 301 for the 

City of Waterloo is required for the period of 2021 to 2026. 

Upon Council approval, this financial plan will be submitted to the Province as part of the City’s 

drinking water license renewal application.  The license renewal application deadline is 

December 19, 2020.  The plan will also be made available to the public at no charge and posted 

on the City’s website. 

A. Financial Model Analysis 

The City of Waterloo water distribution system financial plan is based on rate modelling 

performed by City staff.  The financial model is comprised of various inputs including an analysis 

of future infrastructure replacement requirements as guided by the City’s comprehensive Asset 

Management Plan (AMP).  Additionally, an analysis of all factors impacting the capital and 

operating budget, including financing plans, consumption and wastewater flow forecasts, is also 

considered.  The financial model and resultant rate forecast is used as the basis for preparing 

the financial statements. 
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Tangible Capital Assets (TCA)  
Analysis of the City’s TCA inventories is also used in the preparation of the financial statements.  

Amortization of the tangible capital assets is shown as a “non-cash” item that reflects the 

annual cost or “use” of assets until the end of their useful lives.  Allowances are made to 

finance the replacement and/or rehabilitation of existing assets once they can no longer 

provide the required drinking water service to customers.  Amortization is based on the original 

(i.e. historical) cost at the time the asset was placed into service and does not account for 

inflation over time as the asset ages and the replacement cost has increased.  Therefore, basing 

asset replacement costs on amortization is not reflective of the future replacement needs 

within the water distribution system. 

The TCA projections contained in the water financial plan are based on the following 

assumptions: 

 amortization of existing assets is based on the City’s TCA policies and procedures; 

 amortization of new infrastructure investments is based on straight line depreciation 

with full year depreciation charged in the year of acquisition; 

 historical costs, life expectancy, and remaining useful life are, as identified in the TCA 

database, maintained by the City’s accounting division; 

 fully depreciated assets continue to be used in service (i.e. no asset removals); and, 

 funding for new assets to be acquired are based on the City’s capital budget and 

forecast, in addition to asset replacement projections based on the City’s AMP. 

Asset Value 
The water distribution system is comprised of the following capital asset classes: 

 Water Mains 

 Hydrants 

 Valves 

Table 1 shows the current capital asset value based on historical cost and accumulated 

amortization to the end of 2019.  This is reflected as the net book value i.e. the “accounting” 

value, and indicates that the water system as a whole is approximately 34% depreciated or has 

approximately 66% remaining life based on the TCA data.  This suggests that the water system 

assets are relatively new. 

Table 1: Asset Amortization and 2019 Net Book Value (NBV) 

2019 Water Asset Details     

Historical Cost  $   98,870,141  100% 

Accumulated Amortization  $   33,282,544  34% 

Net Book Value (2019)  $   65,587,597  66% 
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Based on the City’s AMP, total asset replacement value in 2020 dollars for the water 

distribution system is estimated to be $367.8 million (compared to a 2019 historical cost of only 

$98.9 million).  For purposes of the financial model, this is the value used to maintain the target 

capital reserve balance of 1% of asset replacement value.  This 2020 asset replacement figure is 

also inflated at a rate of 2% per annum throughout the forecast period to account for increasing 

costs of replacement over time. 

B. Financial Statements 

The financial plan involves a review, analysis, and assessment of information contained in the 

City’s financial model and City accounting system including costs, revenues, debt (if applicable), 

cash transactions, and TCA to prepare the required financial statements covering the period 

from 2021-2026 as required under O.Reg 453/07.  The statements are as follows: 

i. Statement of Financial Position 

ii. Statement of Operations 

iii. Statement of Cash Flow 

i. Statement of Financial Position 

The Statement of Financial Position is presented in Table 2.  This statement summarizes the 

City’s water-related financial and non-financial assets (i.e. TCA and liabilities), and provides the 

net financial asset position and accumulated surplus related to operating the water distribution 

system.  The financial assets are primarily cash balances in the reserves and reserve funds.  

Liabilities consist of development charge (DC) reserve fund balances as DC collections are 

reported as deferred revenue until spent, and long-term debt (if applicable).  The non-financial 

assets (TCA) include the City’s water infrastructures net book value.  The historical costs are 

amortized over the assets useful life to arrive at a net book value each year from 2021 to 2026.  

New assets are added in the years acquired or built as per the City-wide capital budget and 

forecast.  Contributed assets are primarily new infrastructure and facilities that would be 

transferred to the City’s ownership and control by developers as they are completed.  However 

this is assumed to be zero for the financial forecast exercise.  It is also assumed that other non-

financial assets such as inventory and prepaid expenses are zero. 

Contained within the Statement of Financial Position are three important indicators:  

 Net Financial Assets 

 Net Book Value 

 Accumulated Surplus 
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Net Financial Assets 

The first important indicator is net financial assets which is defined as the difference between 

financial assets and liabilities. This indicator provides a measure of the water system's future 

revenue requirements.  A positive number indicates that the system is in a good position to 

deal with future capital and other needs as prior spending has been addressed.  A negative 

number indicates that past capital and other investments must be financed from future 

revenues. 

Table 2 indicates that in 2021, the City's water system will be in a net financial asset position of 

$6.76 million.  This will be reduced to a net financial asset position of $4.16 million by 2026.  

The net financial asset position indicates that financial resources will be available to fund future 

operations.  The reduced net financial assets over the forecast period is due to a reduction in 

the cash position (reserves) from a significant investment in growth related projects funded 

from the DC reserve.  This is partially offset with a decrease in liabilities as a negative deferred 

revenue position from DC reserves (i.e. negative DC reserve balance) is helping to maintain a 

net asset position for the water system over the forecast period.  It should be noted that DC 

reserves are permitted to drop into the negative as per the Development Charges Act, 1997, 

with those negative balances to be recovered over time as outlined in the City’s Development 

Charges Background Study.  

Net Book Value 

The next important indicator contained in the Statement of Financial Position is the net book 

value of TCA.  An increase in net book value of TCA is a signal that assets have been renewed 

faster than they were depleted.  A decrease in net book value shows that assets are being 

used/amortized faster than they are renewed or rehabilitated.  The net book value is projected 

to increase for water distribution over the forecast period, indicating that assets are being 

renewed faster than they are being used. 

Table 2 shows that net TCA are expected to grow by $21.21 million over the forecast period 

from $77.47 million in 2021 to $98.68 million by 2026.  This indicates that the City has plans to 

invest in significant tangible capital assets in excess of the consumption of existing assets.  

Further, a consumption ratio consisting of the accumulated amortization of the City's TCA as a 

percent of historical cost highlights the aged condition of the assets and their potential 

replacement needs.  The City's Water Asset Consumption Ratio declines slightly over the 

forecast period from 31.8% to 31.4%, as newly acquired or constructed assets would more than 

offset the consumption of existing assets. 

Accumulated Surplus 

A third key indicator in the Statement of Financial Position is the accumulated surplus.  This 

indicator provides a measure of the resources available to the City for managing its water 

system by showing cash on hand plus the net book value of tangible capital assets less any 



15 
 

debt.  The increasing projected surplus in water distribution operations indicates that if the City 

adheres to the Financial Plan, it will strengthen its combined cash and asset position.  The 

accumulated surplus is projected to increase from $84.23 million in 2021 to $102.85 million by 

2026.   

Table 2: Water Statement of Financial Position 
 

 

ii. Statement of Operations 

The Statement of Operations is presented in Table 3.  It summarizes the annual revenues and 

expenses associated with managing the City’s water distribution system and provides a report 

on the transactions and events that have an influence on the accumulated surplus.  The main 

revenue items include: 

 Revenues from Water Rates and Service Charges 

 Earned Revenues (development charges spent on TCA) 

 Other Revenues (miscellaneous fees and charges, recoveries, etc.) 

The main expense items include: 

 Annual cost of operating and maintaining the water system, including wholesale water 

purchases from the Region 

 Amortization expenses on existing and added assets 

The operating surplus (or deficit) is an important indicator contained in the Statement of 

Operations.  It measures whether operating revenues generated in a year were sufficient to 

cover operating expenses incurred in that year.  It is important to note that an annual surplus is 

necessary to ensure funds will be available to address non-operating (i.e. non-expense) items 

such as asset rehabilitation and acquisitions over and above amortization expenses.  Annual 

Statement of Financial Position 2021 2022 2023 2024 2025 2026

Financial Assets:

Cash,Receivables and Investment $6,236,882 $4,125,219 $841,279 ($995,544) ($954,681) $857,142

Total Financial Assets $6,236,882 $4,125,219 $841,279 ($995,544) ($954,681) $857,142

Financial Liabilities:

Accounts Payable & Deferred Revenue ($524,636) ($1,520,523) ($2,032,586) ($3,154,618) ($3,317,463) ($3,306,627)

Long-term Liabilities $0 $0 $0 $0 $0 $0

Total Financial Liabilities ($524,636) ($1,520,523) ($2,032,586) ($3,154,618) ($3,317,463) ($3,306,627)

Net Financial Assets (Net Debt) $6,761,518 $5,645,742 $2,873,864 $2,159,074 $2,362,782 $4,163,769

Non-Financial Assets:

Tangible Capital Assets $113,665,531 $120,157,388 $127,885,839 $134,636,644 $139,836,866 $143,761,860

Accumulated Amortization ($36,192,060) ($37,794,158) ($39,499,303) ($41,294,458) ($43,158,949) ($45,075,774)

Total Non-Financial Assets $77,473,471 $82,363,230 $88,386,536 $93,342,186 $96,677,917 $98,686,086

Accumulated Surplus $84,234,989 $88,008,972 $91,260,401 $95,501,260 $99,040,699 $102,849,855

Financial Indicators 2021 2022 2023 2024 2025 2026

Increase (Decrease) in Net Financial Assets ($3,093,967) ($1,115,776) ($2,771,878) ($714,791) $203,709 $1,800,987

Increase (Decrease) in Net Tangible Capital Assets $7,601,850 $4,889,759 $6,023,307 $4,955,650 $3,335,730 $2,008,170

Increase (Decrease) in Accumulated Surplus $4,507,883 $3,773,983 $3,251,429 $4,240,859 $3,539,439 $3,809,157

Water Asset Consumption Ratio 31.8% 31.5% 30.9% 30.7% 30.9% 31.4%
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contributions to reserves for asset replacement and rate stabilization (if needed) are built into 

the financial projections. 

A ratio of operating surplus to total revenue is shown in Table 3 to reflect the percent of total 

revenue that can be allocated to fund non-expense items as noted above.  This ratio decreases 

from 17.6% in 2021 to 13.5% in 2026.  The higher the ratio, the greater proportion of operating 

revenues that are available for paying down debt (if applicable), purchasing/rehabilitating 

capital assets, and setting aside funds in reserves for future use.  Cash generated from 

operations is discussed in the Statement of Cash Flows section. 

Table 3: Water Statement of Operations 

 

iii. Statement of Cash Flow 

The Statement of Cash Flow is presented in Table 4 and summarizes how the water distribution 

system is expected to generate and utilize cash resources through cash inflows and outflows 

related to the main areas of operating, capital, investing, and financing, and shows the annual 

changes in cash. 

The operating cash transactions begin with the surplus or deficit identified in the Statement of 

Operations.  This figure is adjusted to add or subtract non-cash items that were included as 

revenues or expenses (e.g. amortization expenses).  The capital section indicates the amounts 

to be spent to acquire or rehabilitate capital assets (TCA) or to be received from the sale of any 

assets (if relevant).  In the City’s case, it is assumed that there are no assets to be sold to 

generate cash.  The financing section identifies the funds to be received from development 

charges collections, Provincial/Federal grants (if any), and any proceeds from the issuance of 

debentures as cash inflows, offset by the portion of debt repaid as cash outflows.  No grant 

Statement of Operations 2021 2022 2023 2024 2025 2026

Water Revenue:

User Rate & Service Fee Revenue $22,275,460 $23,087,729 $24,202,006 $25,377,549 $26,391,661 $27,368,303

Earned Revenue (Development Charges) $3,114,007 $2,001,350 $1,016,493 $1,609,732 $541,244 $508,605

Other Revenue $216,087 $220,159 $224,312 $228,549 $232,871 $237,280

Total Revenues $25,605,554 $25,309,238 $25,442,811 $27,215,830 $27,165,776 $28,114,188

Water Expenses:

Operating & Maintenance $6,068,233 $6,142,071 $6,221,951 $6,541,497 $6,634,628 $6,730,818

Water Purchased from Region of Waterloo $13,513,898 $13,791,086 $14,264,286 $14,638,319 $15,127,218 $15,657,388

Operating Expenses $19,582,131 $19,933,157 $20,486,237 $21,179,816 $21,761,846 $22,388,206

Interest on Debt $0 $0 $0 $0 $0 $0

Amortization $1,515,540 $1,602,099 $1,705,145 $1,795,155 $1,864,492 $1,916,825

Total Expenses $21,097,672 $21,535,255 $22,191,382 $22,974,971 $23,626,337 $24,305,031

Annual Surplus/(Deficit) $4,507,883 $3,773,983 $3,251,429 $4,240,859 $3,539,439 $3,809,157

Accumulated Surplus/(Deficit), Beginning of Year $79,727,106 $84,234,989 $88,008,972 $91,260,401 $95,501,260 $99,040,699

Accumulated Surplus/ (Deficit), End of Year $84,234,989 $88,008,972 $91,260,401 $95,501,260 $99,040,699 $102,849,855

Financial Indicators 2021 2022 2023 2024 2025 2026

Increase (Decrease) in Total Revenues $3,283,986 ($296,316) $133,573 $1,773,019 ($50,054) $948,412

Increase (Decrease) in Total Expenses $872,151 $437,584 $656,127 $783,589 $651,366 $678,694

Increase (Decrease) in Annual Surplus $2,411,835 ($733,900) ($522,554) $989,430 ($701,420) $269,718

Operating Surplus Ratio 17.6% 14.9% 12.8% 15.6% 13.0% 13.5%
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funding is projected over the forecast period as grant awards and/or amounts are not certain 

into the forecast period and no debt is projected to be used over the forecast period. 

Table 4 indicates that cash is generated from operations, which is used towards funding the 

acquisition of TCA along with existing reserve balances.  The cash position is projected to 

decrease over the forecast period from $6.24 million in 2021 to $0.86 million by 2026.  Of note, 

this decrease over time, and actual negative cash position in 2024-2025, is from a significant 

investment in growth related projects funded from the DC reserve.  This investment draws the 

DC reserve for Water into the negative while still allowing cash to be used to acquire TCA.  It 

should be noted that DC reserves are permitted to drop into the negative as per the 

Development Charges Act, 1997, with those negative balances to be recovered over time as 

outlined in the City’s Development Charges Background Study. 

Table 4: Water Statement of Cash Flows 

 

iv. Lead Service Pipe Removal 

The financial plan is also required to detail the extent to which the information described above 

relates directly to the replacement of lead service pipes. 

The City of Waterloo 2020-2029 approved Capital Budget and forecast outlines the proposed 

rehabilitation and reconstruction projects for the next 10 years.  Lead services are replaced as 

part of watermain rehabilitation projects and/or road reconstruction projects when 

undertaken.  Although not all streets contain lead services, all of the water services to the 

property line are replaced for every rehabilitation and reconstruction project. 

Lead services are also replaced individually when they are found in the field if the full 

rehabilitation or reconstruction project has not been identified in the capital forecast, and if the 

new service can be connected to the customer’s service at the property line.  

Statement of Cashflows 2021 2022 2023 2024 2025 2026

Cash Provided by:

Operating Activities:

Annual Surplus/(Deficit) $4,507,883 $3,773,983 $3,251,429 $4,240,859 $3,539,439 $3,809,157

Non-Cash Items

Amortization $1,515,540 $1,602,099 $1,705,145 $1,795,155 $1,864,492 $1,916,825

Earned Revenue ($3,114,007) ($2,001,350) ($1,016,493) ($1,609,732) ($541,244) ($508,605)

Net Change in Cash Provided by Operating Activities $2,909,416 $3,374,731 $3,940,081 $4,426,282 $4,862,686 $5,217,377

Capital Activities:

Purchase of TCA ($9,117,390) ($6,491,857) ($7,728,451) ($6,750,805) ($5,200,222) ($3,924,995)

Net Change in Cash Used in Capital Activities ($9,117,390) ($6,491,857) ($7,728,451) ($6,750,805) ($5,200,222) ($3,924,995)

Financing Activities:

DC Collections (incl interest) $587,582 $1,005,463 $504,430 $487,700 $378,399 $519,441

Provincial/Federal Grants $0 $0 $0 $0 $0 $0

Proceeds From Long-Term Debt $0 $0 $0 $0 $0 $0

Repayment of Long-Term Debt $0 $0 $0 $0 $0 $0

Net Change in Cash Used in Financing Activities $587,582 $1,005,463 $504,430 $487,700 $378,399 $519,441

Net Change in Cash and Cash Equivalents ($5,620,392) ($2,111,663) ($3,283,940) ($1,836,823) $40,863 $1,811,823

Cash and Cash Equivalents, Beginning of the Year $11,857,274 $6,236,882 $4,125,219 $841,279 ($995,544) ($954,681)

Cash and Cash Equivalents, End of the Year $6,236,882 $4,125,219 $841,279 ($995,544) ($954,681) $857,142
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City of Waterloo Sanitary System Financial Plan 

While not mandatory, preparing a Sanitary System Financial Plan has become a municipal best 

practice over the past several years.  It’s typically prepared in a similar fashion to the water 

system and follows the same requirements of O.Reg 453/07.  The plan will also be made 

available to the public at no charge and posted on the City’s website. 

A. Financial Model Analysis 

The City of Waterloo sanitary system financial plan is based on rate modelling performed by 

City staff.  The financial model is comprised of various inputs including an analysis of future 

infrastructure replacement requirements as guided by the City’s comprehensive Asset 

Management Plan (AMP).  Additionally, an analysis of all factors impacting the capital and 

operating budget, including financing plans, consumption and wastewater flow forecasts, is also 

considered.  The financial model and resultant rate forecast is used as the basis for preparing 

the financial statements. 

Tangible Capital Assets (TCA)  
Analysis of the City’s TCA inventories is also used in the preparation of the financial statements.  

Amortization of the tangible capital assets is shown as a “non-cash” item that reflects the 

annual cost or “use” of assets until the end of their useful lives.  Allowances are made to 

finance the replacement and/or rehabilitation of existing assets once they can no longer 

provide the required sanitary service to customers.  Amortization is based on the original (i.e. 

historical) cost at the time the asset was placed into service and does not account for inflation 

over time as the asset ages and the replacement cost has increased.  Therefore, basing asset 

replacement costs on amortization is not reflective of the future replacement needs within the 

sanitary collection system. 

The TCA projections contained in the sanitary financial plan are based on the following 

assumptions: 

 amortization of existing assets is based on the City’s TCA policies and procedures; 

 amortization of new infrastructure investments is based on straight line depreciation 

with full year depreciation charged in the year of acquisition; 

 historical costs, life expectancy, and remaining useful life are, as identified in the TCA 

database, maintained by the City’s accounting division; 

 fully depreciated assets continue to be used in service (i.e. no asset removals); and, 

 funding for new assets to be acquired are based on the City’s capital budget and 

forecast, in addition to asset replacement projections based on the City’s AMP. 

Asset Value 
The sanitary system is comprised of the following capital asset classes: 



19 
 

 Sanitary Gravity Mains and Forcemains 

 Manholes 

 Pumping Stations 

Table 5 shows the current capital asset value based on historical cost and accumulated 

amortization to the end of 2019.  This is reflected as the net book value i.e. the “accounting” 

value, and indicates that the sanitary system as a whole is approximately 32% depreciated or 

has approximately 68% remaining life based on the TCA data.  This suggests that the sanitary 

system assets are relatively new. 

Table 5: Asset Amortization and 2019 Net Book Value (NBV) 

2019 Sanitary Asset Details   

Historical Cost $150,242,410 100% 

Accumulated Amortization $47,986,243 32% 

Net Book Value (2019) $102,256,167 68% 

 

Based on the City’s AMP, total asset replacement value in 2020 dollars for the sanitary system is 

estimated to be $424.3 million (compared to a 2019 historical cost of only $150.2 million).  For 

purposes of the financial model, this is the value used to maintain the target capital reserve 

balance of 1% of asset replacement value.  This 2020 asset replacement figure is also inflated at 

a rate of 2% per annum throughout the forecast period to account for increasing costs of 

replacement over time. 

B. Financial Statements 

The financial plan involves a review, analysis, and assessment of information contained in the 

City’s financial model and City accounting system including costs, revenues, debt (if applicable), 

cash transactions, and TCA to prepare the following three financial statements covering the 

period from 2021-2026 (consistent with the period covered by the Water Distribution System 

Financial Plan): 

i. Statement of Financial Position 

ii. Statement of Operations 

iii. Statement of Cash Flow 

i. Statement of Financial Position 

The Statement of Financial Position is presented in Table 6.  This statement summarizes the 

City’s sanitary financial and non-financial assets (i.e. TCA and liabilities), and provides the net 

financial asset position and accumulated surplus related to operating the sanitary system.  The 

financial assets are primarily cash balances in the reserves and reserve funds.  Liabilities consist 

of development charge (DC) reserve fund balances as DC collections are reported as deferred 
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revenue until spent, and long-term debt (if applicable).  The non-financial assets (TCA) include 

the City’s sanitary infrastructures net book value.  The historical costs are amortized over the 

assets useful life to arrive at a net book value each year from 2021 to 2026.  New assets are 

added in the years acquired or built as per the City-wide capital budget and forecast.  

Contributed assets are primarily new infrastructure and facilities that would be transferred to 

the City’s ownership and control by developers as they are completed.  However this is 

assumed to be zero for the financial forecast exercise.  It is also assumed that other non-

financial assets such as inventory and prepaid expenses are zero. 

Contained within the Statement of Financial Position are three important indicators:  

 Net Financial Assets 

 Net Book Value 

 Accumulated Surplus 

Net Financial Assets 

The first important indicator is net financial assets which is defined as the difference between 

financial assets and liabilities. This indicator provides a measure of the sanitary system's future 

revenue requirements.  A positive number indicates that the system is in a good position to 

deal with future capital and other needs as prior spending has been addressed.  A negative 

number indicates that past capital and other investments must be financed from future 

revenues. 

Table 6 indicates that in 2021, the City's sanitary system will be in a net financial asset position 

of $12.48 million.  This will be reduced to a net financial asset position of $7.02 million by 2026.  

The net financial asset position indicates that financial resources will be available to fund future 

operations.  The reduced net financial assets over the forecast period is due to a reduction in 

the cash position (reserves) from a significant investment in growth related projects funded 

from the DC reserve.  This is partially offset with a decrease in liabilities as a negative deferred 

revenue position from DC reserves (i.e. negative DC reserve balance) is helping to maintain a 

net asset position for the sanitary system over the forecast period.  It should be noted that DC 

reserves are permitted to drop into the negative as per the Development Charges Act, 1997, 

with those negative balances to be recovered over time as outlined in the City’s Development 

Charges Background Study. 

Net Book Value 

The next important indicator contained in the Statement of Financial Position is the net book 

value of TCA.  An increase in net book value of TCA is a signal that assets have been renewed 

faster than they were depleted.  A decrease in net book value shows that assets are being 

used/amortized faster than they are renewed or rehabilitated.  The net book value is projected 

to increase for sanitary assets over the forecast period indicating that they’re being renewed 

faster than they are being used. 
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Table 6 shows that net TCA are expected to grow by $30.75 million over the forecast period 

from $116.71 million in 2021 to $147.47 million by 2026. This indicates that the City has plans 

to invest in significant tangible capital assets in excess of the consumption of existing assets. 

Further, a consumption ratio consisting of the accumulated amortization of the City's TCA as a 

percent of historical cost highlights the aged condition of the assets and their potential 

replacement needs.  The City's Sanitary Asset Consumption Ratio declines slightly over the 

forecast period from 31.0% to 30.8%, as newly acquired or constructed assets would more than 

offset the consumption of existing assets. 

Accumulated Surplus 

A third key indicator in the Statement of Financial Position is the accumulated surplus. This 

indicator provides a measure of the resources available to the City for managing its sanitary 

system by showing cash on hand plus the net book value of tangible capital assets less any 

debt.  The increasing projected surplus in sanitary operations indicates that if the City adheres 

to the Financial Plan, it will strengthen its combined cash and asset position.  The accumulated 

surplus is projected to increase from $129.20 million in 2021 to $154.49 million by 2026. 

Table 6: Sanitary Statement of Financial Position 

 

ii. Statement of Operations 

The Statement of Operations is presented in Table 7.  It summarizes the annual revenues and 

expenses associated with managing the City’s sanitary system and provides a report on the 

transactions and events that have an influence on the accumulated surplus. The main revenue 

items include: 

 Revenues from Sanitary Rates 

 Earned Revenues (development charges spent on TCA) 

Statement of Financial Position 2021 2022 2023 2024 2025 2026

Financial Assets:

Cash,Receivables and Investment $14,009,887 $5,443,301 ($4,151,812) ($5,439,220) ($4,907,471) ($4,023,655)

Total Financial Assets $14,009,887 $5,443,301 ($4,151,812) ($5,439,220) ($4,907,471) ($4,023,655)

Financial Liabilities:

Accounts Payable & Deferred Revenue $1,525,250 ($6,345,166) ($12,600,724) ($12,096,093) ($11,795,865) ($11,046,544)

Long-term Liabilities $0 $0 $0 $0 $0 $0

Total Financial Liabilities $1,525,250 ($6,345,166) ($12,600,724) ($12,096,093) ($11,795,865) ($11,046,544)

Net Financial Assets (Net Debt) $12,484,637 $11,788,467 $8,448,912 $6,656,874 $6,888,394 $7,022,889

Non-Financial Assets:

Tangible Capital Assets $169,029,942 $183,775,671 $198,424,671 $204,774,615 $209,000,017 $213,239,606

Accumulated Amortization ($52,316,648) ($54,766,990) ($57,412,652) ($60,142,980) ($62,929,647) ($65,772,842)

Total Non-Financial Assets $116,713,294 $129,008,681 $141,012,019 $144,631,634 $146,070,370 $147,466,764

Accumulated Surplus $129,197,932 $140,797,149 $149,460,931 $151,288,508 $152,958,764 $154,489,653

Financial Indicators 2021 2022 2023 2024 2025 2026

Increase (Decrease) in Net Financial Assets ($4,600,728) ($696,170) ($3,339,555) ($1,792,038) $231,520 $134,495

Increase (Decrease) in Net Tangible Capital Assets $11,025,800 $12,295,387 $12,003,337 $3,619,616 $1,438,736 $1,396,394

Increase (Decrease) in Accumulated Surplus $6,425,072 $11,599,217 $8,663,782 $1,827,578 $1,670,256 $1,530,889

Sanitary Asset Consumption Ratio 31.0% 29.8% 28.9% 29.4% 30.1% 30.8%
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 Other Revenues (miscellaneous fees and charges, recoveries, additional sewage   

revenues, cross-border agreements, etc.) 

The main expense items include: 

 Annual cost of operating and maintaining the sanitary system, including wholesale 

wastewater treatment charges from the Region 

 Amortization expenses on existing and added assets 

The operating surplus (or deficit) is an important indicator contained in the Statement of 

Operations.  It measures whether operating revenues generated in a year were sufficient to 

cover operating expenses incurred in that year.  It is important to note that an annual surplus is 

necessary to ensure funds will be available to address non-operating (i.e. non-expense) items 

such as asset rehabilitation and acquisitions over and above amortization expenses.  Annual 

contributions to reserves for asset replacement and rate stabilization (if needed) are built into 

the financial projections. 

A ratio of operating surplus to total revenue is shown in Table 7 to reflect the percent of total 

revenue that can be allocated to fund non-expense items as noted above.  This ratio decreases 

from 19.7% in 2021 to 4.7% in 2026.  The higher the ratio the greater proportion of operating 

revenues that are available for paying down debt (if applicable), purchasing/rehabilitating 

capital assets, and setting aside funds in reserves for future use.  Cash generated from 

operations is discussed in the Statement of Cash Flows section. 

Table 7: Sanitary Statement of Operations 

 

Statement of Operations 2021 2022 2023 2024 2025 2026

Sanitary Revenue:

User Rate & Service Fee Revenue $27,321,475 $27,928,131 $28,779,015 $29,568,936 $30,509,359 $31,578,280

Earned Revenue (Development Charges) $4,956,506 $10,387,306 $7,518,256 $716,188 $646,985 $550,951

Other Revenue $408,643 $416,566 $424,646 $432,889 $441,297 $449,874

Total Revenues $32,686,624 $38,732,003 $36,721,917 $30,718,013 $31,597,641 $32,579,105

Sanitary Expenses:

Operating & Maintenance $4,710,839 $4,762,947 $4,902,668 $5,013,041 $5,099,907 $5,188,843

Wastewater Treated by Region of Waterloo $19,296,981 $19,919,497 $20,509,805 $21,147,066 $22,040,811 $23,016,179

Operating Expenses $24,007,820 $24,682,444 $25,412,473 $26,160,107 $27,140,718 $28,205,022

Interest on Debt $0 $0 $0 $0 $0 $0

Amortization $2,253,733 $2,450,342 $2,645,662 $2,730,328 $2,786,667 $2,843,195

Total Expenses $26,261,552 $27,132,786 $28,058,135 $28,890,435 $29,927,385 $31,048,216

Annual Surplus/(Deficit) $6,425,072 $11,599,217 $8,663,782 $1,827,578 $1,670,256 $1,530,889

Accumulated Surplus/(Deficit), Beginning of Year $122,772,860 $129,197,932 $140,797,149 $149,460,931 $151,288,508 $152,958,764

Accumulated Surplus/ (Deficit), End of Year $129,197,932 $140,797,149 $149,460,931 $151,288,508 $152,958,764 $154,489,653

Financial Indicators 2021 2022 2023 2024 2025 2026

Increase (Decrease) in Total Revenues $5,012,339 $6,045,379 ($2,010,086) ($6,003,905) $879,628 $981,464

Increase (Decrease) in Total Expenses $1,339,514 $871,234 $925,349 $832,300 $1,036,950 $1,120,831

Increase (Decrease) in Annual Surplus $3,672,825 $5,174,145 ($2,935,435) ($6,836,205) ($157,322) ($139,367)

Operating Surplus Ratio 19.7% 29.9% 23.6% 5.9% 5.3% 4.7%
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Statement of Cashflows 2021 2022 2023 2024 2025 2026

Cash Provided by:

Operating Activities:

Annual Surplus/(Deficit) $6,425,072 $11,599,217 $8,663,782 $1,827,578 $1,670,256 $1,530,889

Non-Cash Items

Amortization $2,253,733 $2,450,342 $2,645,662 $2,730,328 $2,786,667 $2,843,195

Earned Revenue ($4,956,506) ($10,387,306) ($7,518,256) ($716,188) ($646,985) ($550,951)

Net Change in Cash Provided by Operating Activities $3,722,298 $3,662,253 $3,791,188 $3,841,718 $3,809,938 $3,823,133

Capital Activities:

Purchase of TCA ($13,279,532) ($14,745,729) ($14,649,000) ($6,349,944) ($4,225,402) ($4,239,589)

Net Change in Cash Used in Capital Activities ($13,279,532) ($14,745,729) ($14,649,000) ($6,349,944) ($4,225,402) ($4,239,589)

Financing Activities:

DC Collections (incl interest) $1,470,845 $2,516,890 $1,262,698 $1,220,818 $947,213 $1,300,272

Provincial/Federal Grants $0 $0 $0 $0 $0 $0

Proceeds From Long-Term Debt $0 $0 $0 $0 $0 $0

Repayment of Long-Term Debt $0 $0 $0 $0 $0 $0

Net Change in Cash Used in Financing Activities $1,470,845 $2,516,890 $1,262,698 $1,220,818 $947,213 $1,300,272

Net Change in Cash and Cash Equivalents ($8,086,389) ($8,566,586) ($9,595,113) ($1,287,407) $531,749 $883,816

Cash and Cash Equivalents, Beginning of the Year $22,096,277 $14,009,887 $5,443,301 ($4,151,812) ($5,439,219) ($4,907,470)

Cash and Cash Equivalents, End of the Year $14,009,887 $5,443,301 ($4,151,812) ($5,439,219) ($4,907,470) ($4,023,655)

iii. Statement of Cash Flow 

The Statement of Cash Flow is presented in Table 8 and summarizes how the sanitary system is 

expected to generate and utilize cash resources through cash inflows and outflows related to 

the main areas of operating, capital, investing, and financing, and shows the annual changes in 

cash. 

The operating cash transactions begin with the surplus or deficit identified in the Statement of 

Operations.  This figure is adjusted to add or subtract non-cash items that were included as 

revenues or expenses (e.g. amortization expenses).  The capital section indicates the amounts 

to be spent to acquire or rehabilitate capital assets (TCA) or to be received from the sale of any 

assets (if relevant).  In the City’s case, it is assumed that there are no assets to be sold to 

generate cash.  The financing section identifies the funds to be received from development 

charges collections, Provincial/Federal grants (if any), and any proceeds from the issuance of 

debentures as cash inflows, offset with the portion of debt repaid as cash outflows.  No grant 

funding is projected over the forecast period as grant awards and/or amounts are not certain 

into the forecast period and no debt is projected to be used over the forecast period. 

Table 8 indicates that cash is generated from operations, which is used towards funding the 

acquisition of TCA along with existing reserve balances. The cash position is projected to 

decrease over the forecast period from $14.01 million in 2021 to negative $4.02 million by 

2026.  Of note, this decrease over time, and forecasted negative cash position by 2023, is from 

a significant investment in growth related projects funded from the DC reserve.  This 

investment draws the DC reserve for sanitary well into the negative while still allowing cash to 

be used to acquire TCA.  It should be noted that DC reserves are permitted to drop into the 

negative as per the Development Charges Act, 1997, with those negative balances to be 

recovered over time as outlined in the City’s Development Charges Background Study.  

Table 8: Sanitary Statement of Cash Flows 
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