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GoalsGoals

 Affordable 10 year Capital PlanAffordable 10 year Capital Plan
Maintain Credit RatingMaintain Credit Rating
Control Debt Within Policy for Annual Control Debt Within Policy for Annual 

Repayment Limit (ARL)Repayment Limit (ARL)
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BackgroundBackground
 ““NewNew”” CurrentCurrent Budget Affordability Budget Affordability 

process since 2006 (for 2007 Budget)process since 2006 (for 2007 Budget)
 Future Future CapitalCapital Budget Affordability Budget Affordability 

challenges noted during 2008 budget challenges noted during 2008 budget 
 CSD 06CSD 06--2008 (2008 Budget Report)2008 (2008 Budget Report)

–– ““joint Corporate Services and Public Works joint Corporate Services and Public Works 
review of the existing Capital Strategy be review of the existing Capital Strategy be 
undertakenundertaken…”…”

 CSD 62CSD 62--2008 (re: Police LTA)2008 (re: Police LTA)
–– ““affordability of the Police LTA Strategy be affordability of the Police LTA Strategy be 

confirmed after the Capital Budget Affordability confirmed after the Capital Budget Affordability 
Strategy has been reviewed and revisedStrategy has been reviewed and revised…”…”
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Previous Capital Budget Strategy Previous Capital Budget Strategy 

Historically low interest ratesHistorically low interest rates
 Invest in capital / Invest in capital / ““managedmanaged”” debt debt 

increaseincrease
 $20 million per year =+1% on levy$20 million per year =+1% on levy
Debt from $100 to $200 m Debt from $100 to $200 m --’’01 to 01 to 

’’0606
 ““Pay as you goPay as you go”” for Water & WW  for Water & WW  
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Recent Capital Budget Realities Recent Capital Budget Realities 

 ‘‘07&07&’’08 Current Affordability 08 Current Affordability --3.4% 3.4% 
Debt charges: Debt charges: 

–– Increase stress on operations Increase stress on operations 
–– 1%  impact not sustainable 1%  impact not sustainable 

Unfunded projectsUnfunded projects
Move toward user pay principleMove toward user pay principle
Need for long term Capital Need for long term Capital 

Affordability Strategy identified Affordability Strategy identified 
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Steps to Achieve Capital Budget Steps to Achieve Capital Budget 
AffordabilityAffordability

 Determine demandDetermine demand
 Define affordabilityDefine affordability
 Cash for CapitalCash for Capital
 Risk LeversRisk Levers
 Decision LeversDecision Levers
 Debt LeversDebt Levers
 Quantify GapsQuantify Gaps
 Seek Council Affordability GuidanceSeek Council Affordability Guidance
 Prioritize to Close GapsPrioritize to Close Gaps
 Final approval of 10 year envelopesFinal approval of 10 year envelopes
 Annual Budget Within Approved EnvelopesAnnual Budget Within Approved Envelopes
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AFFORDABILITYAFFORDABILITY
Living Within Niagara TaxpayersLiving Within Niagara Taxpayers’’ MeansMeans

–– Increases in rates and taxes to be less than Increases in rates and taxes to be less than 
increases in householdersincreases in householders’’ incomeincome

–– Capital Budget impacts consistent with Current Capital Budget impacts consistent with Current 
Budget guidelinesBudget guidelines

(Increase in taxes defined as after assessment growth)(Increase in taxes defined as after assessment growth)
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Base Case Base Case --Cash Affordability            Cash Affordability            

 Water capital reserve transfersWater capital reserve transfers $230 million$230 million
 Wastewater cap. Reserve trans.     Wastewater cap. Reserve trans.     $220 million$220 million
 Capital Levy Capital Levy $69 million$69 million
 Maturing debt Maturing debt $172 million $172 million 
 Development chargesDevelopment charges $85 million$85 million
 One Time Funding (Inv in Ont)One Time Funding (Inv in Ont) $20 million$20 million
 Gas Tax  Gas Tax  $134 million$134 million

Existing 10 yr affordability for capital  Existing 10 yr affordability for capital  $930 million$930 million
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Affordability Best Estimate Affordability Best Estimate --10 Year 10 Year 
SummarySummary

 Base Case CashBase Case Cash $930 m$930 m
One Time Transfer RiskOne Time Transfer Risk $80 m$80 m
Uploading Decision Uploading Decision $90 m$90 m
DevelopmDevelopm’’tt Charge DecisionCharge Decision $60 m$60 m
Debt DecisionDebt Decision $140 m$140 m
10 Year Affordability10 Year Affordability $1,300 m$1,300 m
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Closing the GapClosing the Gap
-- PrioritizePrioritize

 GapGap $ 300 M$ 300 M

 Reduce ScopeReduce Scope $ ??? m$ ??? m
 Lower CostLower Cost $ ??? m$ ??? m
 DeferDefer $ ??? m$ ??? m
 DeleteDelete $ ??? M$ ??? M

 Improve Productivity                        $ ??? mImprove Productivity                        $ ??? m
 Reduce Service Levels                      $ ??? MReduce Service Levels                      $ ??? M
 Increase Rates /Taxes                      $ ??? mIncrease Rates /Taxes                      $ ??? m
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ConclusionConclusion

 CanCan’’t do everything t do everything 
 Prioritization /allocation necessaryPrioritization /allocation necessary
 Levers to be managed (Levers to be managed (DCsDCs/Transfers)/Transfers)
 Relieve annual 1%  from levyRelieve annual 1%  from levy
 Affordable 10 Year Capital PlanAffordable 10 Year Capital Plan
 Maintain Credit RatingMaintain Credit Rating
 Control Debt Within Policy for Annual Control Debt Within Policy for Annual 

Repayment Limit (ARL)Repayment Limit (ARL)
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Next StepsNext Steps

 Seek Council Guidance on Overall Seek Council Guidance on Overall 
Affordability LevelAffordability Level

 Develop Proposed 10 Year Capital Develop Proposed 10 Year Capital 
Allocations to Program areasAllocations to Program areas

 Confirm Allocations to ProgramsConfirm Allocations to Programs
 Prioritize by Program to Close Gaps Prioritize by Program to Close Gaps 
 Final Approval of 10 Year EnvelopesFinal Approval of 10 Year Envelopes
 Annual Budget Within Approved EnvelopesAnnual Budget Within Approved Envelopes
 2009 Capital Budget2009 Capital Budget
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ENDEND

QuestionsQuestions
–– ??
–– ??
–– ??

 Thank youThank you
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Capital Cash Demand Capital Cash Demand –– 10 Years10 Years
MillionMillion

 Unfunded ProjectsUnfunded Projects $187 million$187 million
 Waste ManagementWaste Management 2626
 WaterWater 273273
 WastewaterWastewater 518 518 
 RoadsRoads 416416
 PolicePolice 5353
 TechnologyTechnology 5050
 Facilities & FleetFacilities & Fleet 4242
 Community ServicesCommunity Services 5555
 Public HealthPublic Health 99
 NRHNRH 3939
 NPCANPCA 3232
 Works in ProgressWorks in Progress ((100)100)

Cash DemandCash Demand $1,600 million$1,600 million
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Unfunded Projects (Unfunded Projects (““Bow WaveBow Wave””))
(work in progress)(work in progress)

 Initiated Initiated $ 614 m$ 614 m
Uninitiated Uninitiated $ 118 m$ 118 m

““OpenOpen”” ProjectsProjects $ 732 m$ 732 m

Reserve fundedReserve funded $(382)m$(382)m
DebtDebt $  (63)m$  (63)m
 ExternalExternal $$(100)m(100)m
Unfunded projectsUnfunded projects $ 187 m $ 187 m 
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Preserve more of ODSP Preserve more of ODSP 
““Uploading RoomUploading Room””????

 ODSP Uploading annual impacts:ODSP Uploading annual impacts:
–– Total once fully implemented Total once fully implemented $34 million /yr$34 million /yr
–– 2008 amount2008 amount ($6 million)($6 million)
–– 2009 amount2009 amount ($4 million)($4 million)
–– Remainder 2010Remainder 2010--1111 $24 million$24 million
–– Potential OMPF lossPotential OMPF loss ($8 million)($8 million)
–– Other est. downloading offsetsOther est. downloading offsets
(such as OW/ EMS etc )(such as OW/ EMS etc ) ($6 million)($6 million)
New capacity for capital (est.)    New capacity for capital (est.)    $10 million $10 million 

Can Can ““new capacity for capitalnew capacity for capital”” above be above be 
increased beyond $10 million?increased beyond $10 million?
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More aggressive More aggressive ““development development 
payspays”” strategy??strategy??

 PW 10 Year Forecast PW 10 Year Forecast ––Growth ComponentGrowth Component
 WaterWater $33 m$33 m
 WastewaterWastewater $107 m$107 m
 RoadsRoads $111 m$111 m
TotalTotal $251 m$251 m
Vs Vs DCsDCs
 (Past 5 year average:(Past 5 year average: $8.5m)$8.5m)
 Enhancement (15 m/yr x 10=) Enhancement (15 m/yr x 10=) $150 m$150 m
 ““Growth GapGrowth Gap”” $101 m$101 m
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Cash Enhancements Cash Enhancements 

Base   /Best Est. /MaxBase   /Best Est. /Max

 Transfers     $20m  /+$80m   /+$50mTransfers     $20m  /+$80m   /+$50m
Uploading      $0m  /+$90m   /+$20mUploading      $0m  /+$90m   /+$20m
DCsDCs $85m  /+$60m  /+$105m$85m  /+$60m  /+$105m

Best Estimate        +Best Estimate        +$ 230 mil$ 230 mil
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Increased Debt LevelsIncreased Debt Levels

 Legislated Annual Repayment Limit:Legislated Annual Repayment Limit:
–– (25% own source)                     (25% own source)                     $100 mil$100 mil

 Internal Policy Annual Repayment Limit:Internal Policy Annual Repayment Limit:
–– (20% own source)                                         $ 80 mi(20% own source)                                         $ 80 mill

 Long Term Fixed ChargesLong Term Fixed Charges ($ 30 mil)($ 30 mil)
 Annual Debt Charge capacity                        $50 milAnnual Debt Charge capacity                        $50 mil

Practical Debt CapacityPractical Debt Capacity $ 400 mil$ 400 mil

ConstraintsConstraints
 Credit RatingCredit Rating
 Current Budget ImpactCurrent Budget Impact
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Cash Effects of DebtCash Effects of Debt

Debt Effect:Debt Effect:
Reissue existing debt                $240 milReissue existing debt                $240 mil
Renew existing Debt ChargesRenew existing Debt Charges ($172 mil)($172 mil)
Issue new debt                         $140 milIssue new debt                         $140 mil
New debt charges                    New debt charges                    ($68 mil)($68 mil)

Net Debt effect                             Net Debt effect                             $140 mil$140 mil
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Future DebtFuture Debt

 Existing /not maturingExisting /not maturing $20 mil$20 mil
Reissue existingReissue existing $240 mil$240 mil
 Issue newIssue new $140 mil$140 mil

Practical debt capacityPractical debt capacity $400 mil$400 mil
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Past 10 Year SpendingPast 10 Year Spending

 $1,211 million (per 1999 to 2008 $1,211 million (per 1999 to 2008 
approved capital budgets)approved capital budgets)

 Equates to (1,211/1,579=) 77% of TCA Equates to (1,211/1,579=) 77% of TCA 
CostCost

 (caveats re: historical cost /growth)(caveats re: historical cost /growth)

Substantial investment in past 10 yearsSubstantial investment in past 10 years
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UnUn--included Demandincluded Demand

 Project NiagaraProject Niagara
Wainfleet W&WW ServicingWainfleet W&WW Servicing
 Burgoyne Bridge ReplacementBurgoyne Bridge Replacement
 Area Municipal Road TransfersArea Municipal Road Transfers
NASCAR ServicingNASCAR Servicing

 Approximately $127 millionApproximately $127 million
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Potential ImplicationsPotential Implications

CSO Tanks?CSO Tanks?
Grow South?Grow South?
Uploaded Roads?Uploaded Roads?
Uploaded Pumping Stations?Uploaded Pumping Stations?
 Project Niagara?Project Niagara?
Wainfleet?Wainfleet?
Other projects not included?Other projects not included?
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Note re: Long Term Contracts Note re: Long Term Contracts ––
Waste, etcWaste, etc

Conversion of capital spending to Conversion of capital spending to 
long term contractslong term contracts
–– CollectionCollection
–– LandfillLandfill
–– CompostingComposting

 Affordability challenges still to be Affordability challenges still to be 
addressed in current budgetaddressed in current budget
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Historical Capital BudgetsHistorical Capital Budgets
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