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That the 2012 Utility Expenditure Budgets, as outlined under Options 1 for Water, Sewer, Solid
Waste & Recycling, and Option 3 for Drainage & Diking as contained in the staff report dated
December 1, 2011 from the General Managers of Business and Financial Services and
Engineering & Public Works, be approved as the basis for establishing the 2012 Utility Rates,
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December 1, 2011 ~ 2

Staff Report
Origin

This report presents the recommended 2012 utility budgets and rates for Water, Sewer, Drainage and’
Solid Waste & Recycling. The utility rates need to be established by December 31, 2011 in order to
facilitate charging from January 1, 2012.

Analysis

Key factors contributing to changes in the utility budgets in 2012 include:

s  GVWD (Greater Vancouver Water District) regional water rates have increased approximately
5.9% for costs relating to various projects including replacement of the Port Mann river crossing,
construction of the Seymour/Capilano tunnels and construction of an ultra-violet water treatment
system at Metro’s Coquitlam plant.

s Reduced revenues associated with declining water consumption from reductions in commercial
use and residential transition to metering.

o GVS&DD sewer operating and maintenance costs are increased by approximately 7.7% for costs
relating to various projects including the Tona and Lions Gate Treatment Plant upgrades, twinning
of the Gilbert/Brighouse trunk and various pump station and seismic upgrade projects.

e  GVS&DD debt costs are reduced 24.8% as a result of debt repayments ($658,500). As debt costs
are recovered through property taxes, utility rates will not be affected. However, these savings
will be realized through property taxes.

e Metro Vancouver solid waste tipping fees have increased from $97 to $107 per tonne, i.e. 10.3%.

Long-term infrastructure planning to replace ageing/deteriorating municipal infrastructure will continue to
impact budgets and rates until we are able to sustain the necessary level of funding required to replace
infrastructure: in the future. Council has adopted a staged program to increase water, sewer and drainage
reserves to support infrastructure replacement. These cost impact rates to a lesser extent than regional
costs outside of the City’s control and are itemized separately in this report.

As noted in the “Ageing Infrastructure Planning — 2011 Update™ report presented to Council on June 27,
2011 (Attachment 1), increases in the annual capital funding contributions for sanitary and drainage are
required, whereas the required annual capital replacement funding contribution for water has been met.
The annual required contribution for sanitary is $6.2 million, whereas the current funding level is $4.3
million. The annual required contribution for drainage is $9.8 million, whereas the current funding level
is $6.1 million. The annual water reserve contribution is $7.5 million and is sufficient at this time to meet
reserve funding requirements. Therefore, no increase in the annual reserve contribution for water is
proposed. The 2012 budget figures outlined represent options for infrastructure replacement increases in
drainage only.

Recognizing the challenges of increasing costs outside of the City’s control and those associated with
maintaining (City infrastructure, staff have presented various budget and rate options for 2012. The
budgets and rates are presented under three different options. Option 1 presents the minimum increases
necessary to meet those demands placed on the City by external or other factors outside of the City’s
direct control (e.g. regional or other agency increases, contractual obligations, plant growth, fuel,
insurance, etc.) Options 2 and 3 present various actions the City can take to either lessen or increase the
budget and rates depending on the varying circumstances and needs within each budget area. The various
options are presented for each of the utility areas in the following charts:

e Water @ Sewer
e Drainage & Diking o Sanitation & Recycling
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The concluding summary of proposed rates for 2012 is shown on pages 16/17.

Water Services Section Chart

2012 Water Budget — Options

Base Level Budget

2012: Option 1 2012: Option 2 2012: Option 3
Key Budlget Areas 2011 Base Level Recommended: Non-Discretionary Option 2 and
Budget Non-Discretionary Increases With Increased
Increases Partial Reduced Contribution from
Allocation for Water Rate Stabilization
Meter Program Fund
Operating Expenditures $7.340,237
e  Salary $158.800 $158,800 $158,800
e PW Maintenance/ $46,700 $46,700 $46.700
Supplies/T ools/Equipment
e Monthly Vehicles $15,500 $15.500 $15,500
e Plant Growth/Power Costs $41,000 $41.000 $41.000
e Postage/Miscellaneous $12.200 $12.200 $12.200
Costs
Toilet Rebate Program $50,000 $50.000 $50,000 $50,000
GVRD Water Purchases (MV) $20,602,700 $602.400 $602,400 $602.400
Capital Infrastructure $7.550.000 $0 $0 30
Replacement Program
Firm Price/Receivable $1.748.200 $0 $0 $0
Residential Water Metering $1.,600.000 $0 (5200,000) ($200.000)
Program/Appropriated Surplus
Overhead Allocation $864.900 ($900) ($900) ($9200)
Total 2011 Base Level Budget $39,756,037
Total Incremental Increase $925,700 $725,700 $725,700
Revenues:
Apply Rate Stabilization Fund (§750,000) 50 30 (8150.000)
Investment Income (8450,000) $23,000 323,000 $23,000
Firm Price/Receivable Income (81,748,200) $0 80 30
Meter Rental Income (81,134,100) (542,100) ($42,100) (542, 100)
Miscellaneous Revenue (810,000) 50 §0 50
Provision (Toilet Rebate) ($30,000) ($50,000) (350,000) (850,000)
Net Budget $35,613,737
Net Difference over 2011 $856,600 $656,600 $506,600

A description explaining the increases and budget reductions in each of the areas outlined above is

outlined below.

Operating Expenditures

Salary costs are increased associated with anticipated wage settlements as well as staffing requirements
for maintaining increased plant/infrastructure as part of the non-discretionary Option 1 costs. Public
Works maintenance and related costs are increased as a result of external cost factors, such as vendor
increases. Vehicle costs are increased associated with fuel, insurance and related costs. Plant growth and
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power costs rizlate to maintenance of additional infrastructure and external supplier increases. Postage
and miscellaneous costs are increased for the mail out of the annual utility bill and general related
expenses.

Toilet Rebate Program

There is a $50,000 increase for the toilet rebate program included due to higher-than-anticipated uptake in
this program during 2011, taking the recommended program to $100,000 annually. This program is one
of the key markedly successful water conservation programs for existing apartments, townhomes and
single-family homes. Current funding levels are not sufficient to keep pace with demand for the program.
This program includes a rebate of $100 per toilet, with a maximum allowable rebate of $200 per
household replacing a 13 litre per flush toilet with a 6 litre or lower per flush toilet. To date in 2011,
approximately 1,045 toilet rebates have been issued, at a cost of approximately $100,000. As this
program is funded from the water provision account, there is no net impact to the water rate charged since
there will be a corresponding increase in the amount of money applied from the provision account to fund
this program.

GVRD Water Purchases — Metro Vancouver

Metro Vancouver has advised that water rates increase 5.9% for 2012. Increases in regional charges for
water purchases represent the largest increase under all options at $0.6 million above 2011 costs.

Benefits of Water Metering & Conservation Initiatives: The net increase to Richmond is lower than the
regional rate increase due to water conservation initiatives in Richmond. These initiatives have resulted
in an overall reduction in total water consumption, thereby mitigating the full impact of the regional water
rate increases. This is a testament to the initiatives and strategies that have led to reduced residential
water consumption.

Capital Infrastructure Replacement Program

There are no increases proposed under any of the options for contribution to water capital infrastructure
replacement. This is due to the fact that the annual capital contribution for water-related infrastructure
replacement has reached $7.55 million, which meets and exceeds recommended funding levels. Per the
June, 2011 “Ageing Infrastructure Planning — 2011 Update” report, the minimum required annual funding
for Water is $7 million. A reduction in the annual funding contribution is not recommended due to
anticipated growth in water infrastructure over the next few years. Staff will continue to undertake
further assessments to determine infrastructure replacement requirements going forward and identify any
recommended changes to the annual contribution, if required.

Residential Water Metering Program

Currently, $1.6 million is allocated annually to the residential water metering program. Expensesin 2010
were approximately $1.4 million and to date in 2011 are approximately $1.2 million. Option | maintains
the current allocation at $1.6 million. Options 2 and 3 include an option to reduce the annual allocation to
$1.4 million, or a reduction of $200,000.

Staff are recommending Option | in order to maintain the metering allocation to further expand
residential metering to the greatest extent possible. Currently, approximately 60% of single-family
households have meters installed. Continued funding at the recommended level will allow for continued
expansion of the program.
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Multi-Family Water Metering Program: The City’s multi-family water metering program has been very
successful in helping to reduce water consumption. The City has received approval from 68 volunteer
complexes (comprising 4,238 multi-family dwelling units) to install water meters. Of these, 40
complexes have been completed to date (2,418 units), including 15 apartment complexes (1,715 units)
and 25 townhouse complexes (703 units). These voluntary installations will continue to be funded
through the water metering program funding allocation, to a maximum of the funding level approved by
Council.

Meter Rate

From inception, the water meter rate has included an incentive to encourage those on the flat rate to
switch to meters. For example, the flat rate charge to residents in single-family homes with no meter
reflects nearly double the consumption of a resident on a water meter (566 m” vs average 296 m’). In
other words, the estimates of water consumption for flat rate customers is considerably higher than
average metered customers as an incentive to move more residents toward metering. However, as more
residents have switched to meters, this results in a higher than relative increase in the flat rate charge to
compensate for the lost revenue. The proposed meter rates continue to offer that incentive over flat rate
customers. Eventually, as more residents switch to meters and there are fewer flat rate customers, the
meter rate will need to increase more substantially to pay for all programs (i.e. capital replacement). The
charts presented in this report detail both the impact of the budget increases on meter and flat rate
customers in 2012 for clarity and comparison between metered vs. flat rate customers.

Rate Stabilization Contribution

A rate stabilization fund was established a number of years ago by Council to help build a provision
account to offset the significant spikes in regional water purchase costs. These increases were anticipated
due to Metro Vancouver infrastructure upgrades associated with water treatment and filtration
requirements.

The foresight in creating this fund presents Council the opportunity to apply a funding offset to reduce the
overall budget and rates. Under Options 1 and 2, the 2012 base level budget reflects a $750,000
application offset from the water rate stabilization fund. While this contribution assists in helping to
reduce the overall rate, it cannot be continued indefinitely going forward since the water rate stabilization
fund will eventually be depleted, leaving no funding to help stabilize rates in the future and lead to an
eventual higher increase in rates. Council has the option to draw more from the rate stabilization fund to
minimize the rate increase impact to ratepayers. Option 3 includes a further drawdown of $150,000 (total
of $900,000) from the stabilization fund, should Council wish to use these funds to a greater extent to
reduce the overall rate. This is not recommended by staff in order to allow the rate stabilization fund to
be sustained for a longer period (approximately 8 years at the current amount) and to avoid the higher rate
impact which will occur once the fund is depleted. In addition, Metro Vancouver projections are for an
18.6% increase in water rates in 2013 and it is likely that Council may wish to use the rate stabilization to
a larger extent at that time to offset this significant projected increase.

As of October 31, 2011, the water stabilization account has a balance of $7,638,813 and accumulates any
funds that may be left over from water purchases.

Regional Issues

The Regional District increases are for the drinking water treatment program. There are several capital
projects being undertaken by Metro Vancouver, including the Port Mann Main No. 2 Fraser River
Crossing, Seymour/Capilano Tunnels construction, the Angus Drive Main and the Annacis Main No. 5
Marine Crossing -- as a few examples. Metro’s current 5-year projections for the regional water rate are
outlined as follows:
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2012 2013 2014 2015 2016
Projected Metro Vancouver Water Rate/m’ $.5980 $.7093 $.7556 £.8009 $.8453
% Increase over Prior Year 5.9% 18.6% 6.5% 6% 5.5%

Impact on 2012 Water Rates

The impact of these various budget options on the water rates by customer class is as follows. The first
chart shows the various options for meter rate customers. The second chart shows the options for flat rate
customers. As noted in the “Meter Rate” section above, the impact to metered customers is considerably
less overall than flat rate customers due to the incentive built into the meter rate.

The impact of the Water budget options on metered customers is as follows:

2012 Water Net Meter Rate Options
2012 Rate Options which Include
Increase Identified Below in Iialics
Recommended:
Customer Class 2011 Rates 2012 Option I Rate | 2012 Option 2 Rate | 2012 Option 3 Rate
Single Family Dwelling $273.00 $297.72 $296.06 $294.79
(based on avg. 296 m’) 8§24.72 $23.06 821.79
Townhouse $244.41 $266.54 $265.05 $263.91
(based on avg. 265 m’) §22.13 $20.64 §19.50
Apartment $166.94 $182.05 $181.04 $180.26
(based on ave. 181 m’) 81511 $14.10 $13.32
Metered Rate ($/m’) $0.9223 $1.0058 $1.0002 $0.9959
80.0835 §50.0779 §50.0736

The impact of the Water budget options on the flat rate customers is as follows:

2012 Water Net Flat Rate Options
2012 Rate Options which Include
Increase Identified Below in ltalics
Recommended:
Custorner Class 2011 Rates 2012 Option 1 Rate | 2012 Option 2 Rate | 2012 Option 3 Rate
Single Family Dwelling §522.18 $559.36 $556.15 $553.78
$37.18 $33.97 $31.60
Townhouse $427.46 $457.90 $455.27 $453.33
§30.44 327.81 325.87
Apartment $275.45 $295.06 $293.37 $292.12
819.61 $17.92 816.67

The rates outlined in the above tables are net rates. Due to the bylaw provisions which provide for a 10%
discount if utility bills are paid within a specified timeframe, the net rates shown will be increased by
10% in the supporting bylaws to provide for the discount incentive while ensuring cost recovery for the
net budget requirement.

Advantages/Disadvantages of Various Options

Option 1

e Represents the minimal increase necessary to sustain operations, while maintaining business as usual.
e Provides for a continued $1.6 million annual contribution to the residential water metering program to
continue expanding this program.
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e Maintains the contribution from the rate stabilization fund in the amount of $750,000 to partially
offset the impact of regional water increases.

Option 2

» Represents a $200,000 reduction in the residential water metering program, reducing the annual
funding for this program from the current budget level of $1.6 million to $1.4 million. This reduction
will reduce the funding available for this program.

® Maintains the contribution from the rate stabilization fund in the amount of $750,000 to partially
offset the impact of regional water increases.

Option 3

e Represents a $200,000 reduction in the residential water metering program, reducing the annual
funding for this program from the current budget level of $1.6 million to $1.4 million. This reduction
will reduce the funding available for this program.

e Increases the contribution from the rate stabilization fund by $150,000 (to $900,000) to further offset
the impact of rate increases. This would draw down the rate stabilization fund by this additional
amount.

Recommended Option

Staff recommiend the budgets and rates as outlined under Option 1 for Water Services.
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Sewer Services Section Chart

2012 Sewer Budget — Options

2012: Option 1 2012; Option 2 2012: Option 3
Key Budget Areas 2011 Base lLevel Recommended: Non-Discretionary | Non-Discretionary
Budget Non-Discretionary with Partial with Additional
Increases ($100,000) Draw ($200,000) Draw
Down from Rate Down from Rate
Stabilization Fund Stabilization Fund
Operating Expenditures $4.479.337
e Salary $64,800 $64.800 $64.800
e PW Maintenance/ $10,800 $10.800 $10.800
Materials/
Equipment/Supplics
e  Monthly Vehicles ($17.800) ($17.800) ($17.800)
o  Power Costs $37.900 $37.900 $37.900
GVS&DD O&M (MV) $14,652.300 $1,122,100 $1.122,100 $1.122,100
GVS&DD Debt (MV) $2.657.700 ($658.500) ($658,500) ($658.500)
GVS&DD Sewer DCC's (MV) $1.000.000 $0 $0 $0
Rate Stabilization Contribution $0 $0 $0 S0
Capital Infrastructure $4.306.400 $0 $0 $0
Replacement Program
Firm Price/Receivable $576.400 $0 $0 $0
Overhead Allocation $498.800 ($600) ($600) ($600)
Operating Debt $154.300 $3.500 $3,500 $3.500
Total 2011 Base: Level Budget $28,325,237
Total Incremenital Increase $562,200 $562,200 $562,200
Revenues:
Apply Rate Stabilization Fund 30 50 ($100,000) ($200,000)
Debt Funding ($39,100) ($3.500) ($3.500) ($3,500)
Investment Income (8175,000) $9.000 $9.000 89,000
Firm Price/Receivable Income (8576,400)
Property Tax for DD Debt (MV) (82,657,700) $658,500 $658,500 §638,500
GVS&DD Sewer DCC Levy ta ($1,000,000) S0 50 50
Developers (MV)
Net Budget $23,877.037
Net Difference Over 2011 Base $1,226,200 $1,126,200 $1,026,200

Level Budget

A description explaining the increases and budget reductions in each of the areas outlined above is

outlined below.

Operating Expenditures

Salary costs are increased associated with anticipated wage settlements as well as staffing requirements
for maintaining increased plant/infrastructure. Public Works maintenance and material, etc. costs are
increased as a result of external cost factors, such as inflationary increases. Monthly vehicle costs are
decreased as a result of lease buy-outs. Increases in power costs are due to hydro increases to operate
pump stations, and are outside of the City’s control.
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GVS&DD O&M (Greater Vancouver Sewerage and Drainage District Operating and Maintenance
Costs) — Metre Vancouver

Greater Vancouver Sewerage and Drainage District operations and maintenance charges are increased by
approximately $1.12 million, or 7.7%. These costs relate principally to the operation of the Lulu Island
Water Treatment Plant, since these costs are borne entirely by Richmond. Other projects of specific
interest to Richmond include the Gilbert/Brighouse Trunk Pressure Sewer twinning project and the Lulu
Island Wastewater Treatment Plant Digestor.

GVS&DD Debt (Greater Vancouver Sewerage and Drainage District Debt)

GVS&DD debt costs are reduced 24.8% per Metro Vancouver in association with debt reduction. These
costs are recovered from property taxes and, therefore, do not benefit the sewer utility rates charged.

There will, however, be a corresponding reduction in the amount recovered from property taxes
($658,500) for regional sewer debt.

Rate Stabilization Contribution

Option 1 — Non Discretionary - does not include a contribution or draw from rate stabilization funds,
which, as of October 31, 2011, has a balance of $4,977,582.

Option 2 includes an option to draw or apply $100,000 from the rate stabilization fund to reduce the
impact of the rate increase in 2012. Option 3 includes an option to draw $200,000 from rate stabilization
to further offset the rate increase in 2012.

Staff recommend Option 1 in order to maintain the sewer provision account to offset future anticipated
increases in regional sewer operating costs.

Capital Infrastructure Replacement Program

Under all options outlined above, there is no increase proposed in the annual contribution to the sewer
infrastructure: capital replacement program. The “Ageing Infrastructure Planning — 2011 Update™ report
noted that the annual funding contribution for sewer to sustain the current infrastructure is $6.2 million, a
$1.9 million shortfall. The funding strategy outlined in that report -- to increase the rates by $10 each
year for an additional 10 years -- is being integrated into the utility budgets and rates. In 2012, the
increase is reflected in the drainage area (addressed later in this report).

Operating Debt

Operating debt relates to the sewer debt sinking fund and is based on costs provided by the Municipal
Finance Authority. There is a small increase in 2012, but this has no impact on the rates charged since the
amount is offset by a corresponding increase in revenues.

Regional Issues

The main budget drivers impacting the projected increase in Metro Vancouver costs include a variety of
capital infrastructure projects, such as the Gilbert/Brighouse trunk pressure sewer and digestor at the Lulu
Island treatment plant; various treatment plant upgrades (Iona, Lions Gate, etc.); seismic sewer upgrades,
and various infrastructure upgrades and capacity improvements. While Metro Vancouver projections
indicate a 5% blended overall increase (combined debt reduction and operating cost increase), staff
estimate the regional impact on rates to increase at approximately 8% per year in accordance with trends
in regional operations and maintenance costs, which are recovered through utility rate charges.
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Impact on 2012 Sewer Rates
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The impact of these various budget options on the sewer rates by customer class is provided in the table
which follows. The first chart shows the various options for meter rate customers. The second chart
shows the options for flat rate customers. As noted previously in the “Meter Rate” discussion within the
Water Services portion of this report, the impact to metered customers is considerably less than flat rate
customers due in part to the incentive built into the meter rate.

The impact of the Sewer budget options on metered customers is as follows:

2012 Sewer Net Meter Rate Options
2012 Rate Options which Include
Increase Identified Below in ltalics
Recommended:
Custoner Class 2011 Rates 2012 Option 1 Rate | 2012 Option 2 Rate | 2012 Option 3 Rate
Single Family Dwelling $225.52 $246.78 $245.80 $244.82
(based on avg, 296 m®) 321.26 $20.28 $19.30
Townhouse $201.90 $220.93 $220.06 $219.18
(based on avg, 265 m’) $19.03 $18.16 §17.28
Apartment $137.90 $150.90 $150.30 $149.71
(based on avg. 181 m’) §13.00 $12.40 $11.81
Metered Rate ($/m") $0.7619 $0.8337 $0.8304 $0.8271
$0.0718 §0.0685 $0.0652

The impact of the Sewer budget options on the flat rate customers 1s as follows:

2012 Sewer Net Flat Rates Options

2012 Rate Options which Include
Increase Identified Below in Italics

Recommended:
Custonter Class 2011 Rates 2012 Option 1 Rate | 2012 Option 2 Rate | 2012 Option 3 Rate
Single Family Dwelling $335.92 $360.23 $358.76 $357.33
$24.31 $22.84 $21.41
Townhouse $307.36 $329.60 $328.26 $326.96
$22.24 $520.90 $19.60
Apartment $255.98 $274.51 $273.40 $272.30
§518.53 317.42 $16.32

The rates outlined in the above tables are net rates. Due to the bylaw provisions which provide for a 10%
discount if utility bills are paid within a specified timeframe, the net rates shown will be increased by
10% in the supporting bylaws to provide for the discount incentive while ensuring cost recovery for the

net budget requirement.

Advantages/Disadvantages of Various Options

Option 1

e Represents the minimal increase necessary to sustain operations, while maintaining business as usual.

e There is no collection of funds to contribute toward rate stabilization for future increases, i.e. the rate
stabilization contribution remains at $0 in 2012.

e Does not meet City’s long-term infrastructure plan to increase the capital program for replacement of
aging infrastructure. Capital replacement remains fixed at $4.3 million for 2012. The objective is to
build the annual infrastructure replacement for sewer to $6.2 million, representing an annual $1.9

million shortfall.

3398960

FIN - 50



December 1. 2011 -11-

Option 2

e Represents the minimal increase necessary to sustain operations with $100,000 being applied or
drawn from the rate stabilization fund to reduce the impact of budget and rate increases..

® There is no collection of funds to contribute toward rate stabilization for future increases, i.e. the rate
stabilization contribution remains at $0 in 2012.

e Does not meet City’s long-term infrastructure plan to increase the capital program for replacement of
aging infrastructure. Capital replacement remains fixed at $4.3 million for 2011. The objective is to
build the annual infrastructure replacement for sewer to $6.2 million, or an annual $1.9 million
shortfall.

Option 3

® Represents the minimal increase necessary to sustain operations with $200,000 being applied or
drawn from the rate stabilization fund to reduce the impact of budget and rate increases..

e There is no collection of funds to contribute toward rate stabilization for future increases, i.e. the rate
stabilization contribution remains at $0 in 2012.

e Does not meet City's long-term infrastructure plan to increase the capital program for replacement of
aging infrastructure. Capital replacement remains fixed at $4.3 million for 2011, The objective is to
build the annual infrastructure replacement for sewer to $6.2 million, or an annual $1.9 million
shortfall.

Recommended Option

Staff recommiend the budgets and rates as outlined under Option 1 for Sewer Services.

Drainage and Diking Section Chart

2012 Drainage and Diking Net Rate Options

2012 Rate Options which Include
Increase Identified Below in Italics
Recommended:
Utility Area 2011 Rates 2012 Option 1 Rate | 2012 Option 2 Rate | 2012 Option 3 Rate
Drainage $90.31 $90.31 $95.31 $100.31
Diking $10.00 $10.00 $10.00 $10.00
Total Drainage & Diking $100.31 $100.31 $105.31 $110.31
Increase Over 2011 S0 $5.00 $10.00

As noted previously within the water and sewer sections, the above rates are net rates and will be
increased by 10% in the rate amending bylaws in accordance with the bylaw early payment discount
provisions.

Background

Drainage - In 2003, a drainage utility was created to begin developing a reserve fund for drainage
infrastructure: replacement costs. The objective as outlined in the “Ageing Infrastructure Planning — 2011
Update™ report is to build the fund to an anticipated annual contribution of approximately $9.8 million,
subject to ongoing review of the drainage infrastructure replacement requirements.

As adopted by Council in 2003, the rate started at $10.00 (net) per property and is increased an additional
$10.00 each year until such time as the $9.8 million annual reserve requirement is reached -- expected to take
approximately 6 more years. The net rate in 2011 was $90.31 resulting in approximately $6.1 million being
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collected towards drainage services. The options presented above represent no increase under Option 1,
approximately one-half of the increase under Option 2, and the full increase of $10.00 under Option 3 per
prior Council approvals. The recommended increase under Option 3 will result in $6.77 million in annual
reserve contributions for drainage. A continued increase in capital contributions for drainage is
recommended in light of the importance of drainage infrastructure in Richmond.

Diking — An annual budget amount of approximately $600,000 was established in 2006 to undertake
structural upgrades at key locations along the dike, which equated to a $10.00 charge per property.
Continued annual funding is required to facilitate continued studies and upgrades as identified through
further seismic assessments of the dikes. No increase in the $10.00 per property rate is proposed for
2012. This will result in revenues of approximately $675.000 in 2012, based on total estimated
properties.

Recommended Option

Staff recommeend the budgets and rates as outlined under Option 3 for Drainage and Diking Services.
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Solid Waste & Recycling Section Chart

2012 Solid Waste & Recycling Budget - Options

Option 1 Option 2 Option 3
Key Buclget Areas 2011 Base Level Recommended: Non-Discretionary | Non-Discretionary
Budget Non-Discretionary Increases Increases
Increases

Salaries $1.957.700 $43.300 $43.300 $43.300
Contracts $4.780.,900 $142,000 $142,000 $142.000
Equipment/Materials/Vehicles $354,400 $18,100 $18.100 $18.100
Metro Disposal Costs (MV) $1,756,200 $59.700 $59.700 $59,700
Recycling Materials Processing $1,136.500 ($15,400) ($15,400) ($15,400)
Container Rental/Collection $158,300 $4,000 . $4,000 $4.000
Operating Expenditures $136.800 $4.800 $4.800 $4.800
Program Costs $182.,600 $14.500 $14.500 $14.500
Agrecments $163.200 $4,200 $4,200 $4.200
Rate Stabilization S0 $0 $138,700 $277.400
Total 2011 Base Level Budget $10,626,600
Total Incremental Increase §275,200 $413,900 $552,600
Revenues:
Apply Rate Stabilization Fund (8230,000) 857,900 $57,900 $57,900
Recyeling Material (8652,000) ($134,800) (8134,800) (8134.800)
Garbage Tags (820,100) $2,600 $2,600 52,600
Net Budget $9,704,500
Net Difference Over 2011 $200,900 $339,600 $478,300
Base Level Budget

A description explaining the increases and budget reductions in each of the areas outlined above is

outlined below.

Salaries

Salary costs are increased associated with anticipated wage settlements.

Contracts

Contract costs relate to non-discretionary increases for solid waste and recycling collection services as
outlined in Council-approved agreements.

Equipment/Materials/Vehicles

Material, equipment and vehicle costs are increased associated with plant growth and increased fuel and

insurance costs.
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Metro Vancouver Disposal Cosis (MV)

Disposal costs associated with the regional tipping fee increase from $97 to $§107 per tonne. The City’s
Green Can program has helped in significantly reducing disposal tonnages, minimizing the impact of
tipping fee increases. For example, had the Green Can/organics program not been introduced to divert
more waste from garbage, the metro disposal costs noted in the budget table would have been
approximately $300,000 higher.

Regional tipping fees are expected to continue to rise sharply over the next several years to help create
greater incentives for recycling alternatives and to meet the objectives as outlined in the new Integrated
Solid Waste and Resource Management Plan which received provincial approval on July 22, 201 1.

2012 2013 2014 2015 2016
Projected Metro Vancouver Tipping Fee/Tonne 5107 3121 $153 5182 $205
% Increase over Prior Year 10.3% 13% 26.4% 19% 12.6%

Recycling Muterials Processing

Recycling materials processing costs are reduced associated with green waste volume adjustment
reductions at the Ecowaste Landfill resulting from commercial use restrictions.

Container Rental/Collection & Operating Expenditures

Container rental and operating expenditures are increased associated with rates from re-tendered service
contracts and printing costs.

Program/Internal Costs & Agreements

Program cost increases relate to increased resident uptake in the City’s spring clean up program (garbage
disposal voucher program), Agreement costs are increased slightly based on the consumer price index
contractual increase with Vancouver Coastal Health Authority for the City’s public health protection
service agreeiment.

Rate Stabilization

Option 1 reflects a $57,900 reduction in the application of the rate stabilization fund for solid waste and
recycling. This reduction reflects the anticipated variance to equal the full offset of costs for the Green
Cart Pilot program in accordance with prior approvals, pending an evaluation and report on that program
in early 2012 (reference Green Cart Pilot Program section). Option 2 includes a partial contribution of
$138,700 to collect toward building the solid waste stabilization/provision fund, and Option 3 includes a
contribution of $277,400. Option 1 is recommended in light of significant increases in other utility areas.
Any increase in the rate stabilization contribution outlined under Options 2 and 3 would allow funding
levels to build in order to offset future significant regional tipping fee increases as outlined above. In
addition, future funding will be needed to further develop significant recycling programs, such as a
potential Eco Centre, introduction of carts for residential curbside collection, pilot initiatives, etc. The
current balance in the solid waste provision is $7,455,315.

Recycling Muterial Revenues

Revenues from the sale of recycling commodities are increased approximately 20% in 2012, or from
$652,000 to $786,800. Under servicing contract terms, the City receives the full benefit of any increases
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in the recycling commodity markets above an established base level. Similarly, the City bears the risk of
any downturn in commodity markets. The increased revenue projection is based on estimates of market
conditions as reflected over the past year. This amount can vary up or down, and is dependent in large
part on economic conditions. Therefore, it is an estimate only. Note that revenues from the sale of
recycling materials are applied against expenditures to help offset rates.

Green Cart Pilot Program

A pilot organics/food scraps recycling pilot program, involving approximately 3,200 townhome units,
commenced in April and is currently underway. The pilot is intended to run to the end of 2011 and then
be evaluated for potential broader scale implementation to all townhomes. Staff are currently evaluating
the program and will present a report with recommendations early in 2012. The cost of this program is
offset through the sanitation provision account. The budget/funding identified above allows the pilot
program to continue in 2012 under these same funding conditions until such time as a Council decision is
made on the future of organics recycling for townhomes.

A report regarding the pilot program is scheduled for the first quarter of 2012.

Impact on 2012 Rates
The impact of the budget options to ratepayers is provided in the table which follows.

2012 Solid Waste & Recycling Net Rates Options
2012 Rate Options which Include
Increase Identified Below in Italics
Recommended:
Customer Class 2011 Rates 2012 Option I Rate | 2012 Option 2 Rate | 2012 Option 3 Rate
Single Family Dwelling $234.81 $239.61 $241.96 $244.50
34.80 37.15 5969
Townhouse $169.46 $171.10 $173.44 $175.99
§1.64 $3.98 $56.53
Apartment $52.14 $51.40 $52.25 $53.24
(80.74) §0.11 $1.10
Business Metered Rate $26.16 £25.75 $25.86 $25.99
(50.41) (80.30) (80.17)

As noted previously within the water and sewer sections, the above rates are net rates and will be
increased by 10% in the rate amending bylaws in accordance with the bylaw early payment discount
provisions.

Regional Issues

As previously noted, the regional tipping fee has increased $10, from $97/tonne to $107/tonne. The
impact to Richmond is not as great as it would otherwise have been had the City not had the foresight to
introduce the Green Can (food scraps/organics recycling) program. Overall, the region is continuing to
experience declining waste flows and reduced revenues in light of recycling initiatives and poor economic
conditions, which are contributing factors to the tipping fee increase. Costs for regional initiatives
identified in the Integrated Solid Waste and Resource Management Plan are other factors driving the
tipping fee increase. In addition to the impacts of the tipping fee increases, Richmond will also incur
costs to implement the local government actions identified in the Integrated Solid Waste and Resource
Management Plan. Council previously endorsed the plan, which establishes a new regional waste
diversion target of 70% by 2015 (currently at 50%). These costs could amount to an additional $4 million
annually, depending on the level to which the municipal actions are pursued. These added programs will
be brought to Council for approval in advance of incurring any additional expenditures.
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Recommended Option

Staff recommend the budgets and rates as outlined under Option 1 for Solid Waste and Recycling as it
meets the minimum funding requirement necessary to maintain existing programs, while minimizing the
overall rate impact -- particularly in light of increases in other utility areas.

Total Recommended 2012 Utility Rate Option

In light of the significant challenges associated with the impacts of regional costs and new programs in
the City, staff are recommending a combination of various budget and rates options as follows:

Option 1 is recommended for Water

Option 1 is recommended for Sewer

Option 3 is recommended for Drainage & Diking
Option | is recommended for Solid Waste & Recycling

This results in the following 2012 recommended utility rates as summarized in the following tables. The
first table provides a summary of the estimated meter rate charge, based on average water and sewer
consumption. The second table provides a summary of the flat rate charge.

2012 Total Annual Utility — Estimated Charges to Metered Customers based on Recommended
Rates and Average Water/Sewer Consumption by Customer Class
(Net Rates)
2012 Recommended Rate
(Increase Identified Below in Italics)
Customer Class 2011 Estimated Net Total 2012 Recommended
Rates Option — Estimated Net Rates
Single-Family Dwelling $833.64 $894.42
(based on avg. 296 m’) $60.78
Townhouse $716.08 $768.88
(on City garbage service) §52.80
(based on avg. 265 m’)
Townhouse $609.37 $659.88
(not on City garbage service) 850.51
(based on avg. 265 m’)
Apartment $457.29 $494.66
(based on avg. 181 m’) §37.37
General — Other/Business
Metered Water ($/m”) $0.9223 $1.0058
$0.0835
Metered Sewer ($/m’) $0.7619 $0.8337
$0.0718
Business: Garbage $26.16 $25.75
(30.41)
Business: Drainage & Diking $100.31 $110.31
$10.00

3398960

FIN - 56



December 1, 2011

Y b o

2012 Total Annual Utility — Recommended Flat Rates (Net Rates)
2012 Recommended Rate
(Increase Identified Below in Italics)
Customer Class 2011 Net Rates Total 2012 Recommended
Option — Net Rates

Single-Family Dwelling $1,193.22 $1.269.51
§76.29
Townhouse $1.004.59 $1.068.91
(on City garbage service) $64.32
Townhouse $897.88 $959.91
(not on City garbage service) $62.03
Apartment $683.88 $731.28
$47.40

General — Other/Business
Metered Water ($/m’) $0.9223 $1.0058
§0.0835
Metered Sewer ($/m’) $0.7619 $0.8337
§0.0718
Business: Garbage $26.16 $25.75
(80.41)
Business: Drainage & Diking $100.31 $110.31
§10.00

As noted previously, the rates highlighted in this report reflect the net rates. This is the actual cost that
property owners pay after the 10% discount incentive is applied as outlined in the rate bylaws. It also
represents the minimum amount required to recover the net expenditure budgets for each utility area. The
discount incentive provided in the bylaws is a very effective strategy in securing utility payments in a
timely manner. To ensure full cost recovery while maintaining the payment incentive, the bylaw rates are
inflated by the discount amount. The recommended rates outlined above result in the following gross rates
to be reflected in the amending bylaws for each utility area, should they be approved by Council:

2012 Total Annual Utility — Recommended Gross (Before Discount)

Estimated Meter & Actual Flat Rates per Bylaw

(By Utility Area)
Water Sewer Drainage/ Garbage/ Total
Diking Recyeling
Meter (Based on Estimated Consumption—Water & Sewer Rates will Vary According to Actual Consumption)
Single-Family Dwelling $330.78 $274.18 $122.57 $266.23 $993.76
Townhouse (on City garbage) $296.14 824547 $122.57 $190.11 $854.29
Townhouse (no City garbage) $296.14 $24547 $122.57 $69.00 $733.18
Apartment $202.27 $167.66 $122.57 $57.11 $549.61
Flat Rate (Acttual)
Single-Family Dwelling $621.51 $400.25 $122.57 $266.23 $1.410.56
Townhouse (on City garbage) §508.77 $366.22 $122.57 $190.11 $1,187.67
Townhouse (no City garbage) $508.77 $366.22 $122.57 $69.00 $1,066.56
Apartment $327.85 $305.01 $122.57 $57.11 $812.54
General — Other/Business
Metered Water ($/m”) $1.1175
Metered Sewer ($/m’) $0.9263
Business: Garbage $28.61
Business: Drainage & Diking $122.57
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The number of units by customer class, including those on meters, is shown below for Council’s
information. The number of units will vary to some degree based on the type of service (e.g. some units
are not on sewer service), therefore, the following is based on the water services unit count:

Residential Unit Counts — Flat Rate and Metered
Customers
Single-Family Residential | Flat Rate 10,635
Metered 17,816
Townhouse Flat Rate 14,308
Metered 703
Apartment Flat Rate 20,109
Metered 1,715
Total Residential Units 65,286
Commercial Units Metered 3,467
Farms Metered 49
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Comparison of Recommended 2012 Utility Rate Option to Major Household
Expenses

In relation to other common household expenses, City utility expenses represent good value when
compared with other daily major household expenses such as telephone, cable, internet, electricity, transit
and others. Water, sewer, garbage and drainage utility services are fundamental to a quality lifestyle for
residents as well as necessary infrastructure to support the local economy. The following chart
demonstrates the value of these services when compared to other common household expenses.

Daily Cost Comparison of Major Household Expenses for a Single Family Dwelling

= —
Drainage & Dyke
Solid Waste & ing |" j $0.66 [ city's 2011 Net Utility Rates
] Sb.QD _ Basic Services Offered by Other Agencies
Home Phone
$0.99
Sewer [ b
3 $1.85
= TVCable
2
3 1.51
w Internet s
2
Q -
= $1.53
@ water |- 3
3 4
x $2.56
Electricity
$2.64
Gas
$2.66
Transit
$3.01
Home Insurance
¥ - - - - - e - ¢
-2 $0.50 $1.00 $1.50 $2.00 $2.50 $3.00 $3.50

Average Cost per Day

Chart REDMS Ref.. 3054483
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Financial Impact

The budgetary and rate impacts associated with each option are outlined in detail in this report. In all
options, the budgets and rates represent full cost recovery for each respective area.

The key impacts to the recommended 2012 utility budgets and rates stem from increases in regional water
purchases, sewer treatment and disposal costs. Contractual increases for tendered services and other
external costs is also a factor, although to a much lesser degree. Option 1 is recommended for the Water,
Sewer and Solid Waste/Recycling budgets and rates; whereas Option 3 is recommended for Drainage as
per the strategy outlined in the “Ageing Infrastructure Planning — 2011 Update™ report.

Considerable effort has been made to minimize City costs and other costs within our ability to influence
in order to minimize the impact to property owners. The following graph demonstrates the principal
factors in the 2012 budget in the area of regional costs, contract costs, net capital infrastructure
contribution (drainage) and other City operating costs.

2012 Recommended Options Utility Budget
% Net Increase by Category

Capital
Infrastructure
Drainage
23%

City Operating
Costs *
8%

Regional MV
61%

* Includes City's contribution from rate stabilization/income variations to mitigate increases
Reference Chart doc. 3055227 version 4

Conclusion

The utility rate strategy represents a comprehensive approach to addressing current increases in regional
charges for water purchases, water filtration, sewer treatment and disposal costs. City costs have been
minimized as much as possible to reduce the impact to budgets and rates. Regional increases continue to
represent a significant portion of the increases in utility rates. This trend will continue for the foreseeable
future as the challenges associated with addressing growth and new demands for water and sewer treatment
are managed.
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Staff recommend that the budgets and rates as outlined in this report be approved and that the appropriate
amending bylaws be brought forward to Council to bring these rates into effect.

Suzanne Bycs

Manager, Fleet & Environmental Programs
(3338)
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Attachment 1
City of Richmond Report to Committee
To: Public Works and Transportation Committee Date: June 7, 2011
From: John Irving, MPA, P.Eng File:  10-6060-01/2011-Vol 01
Director, Engineering
Re: Ageing Infrastructure Planning — 2011 Update
Staff Recommendation

That stafl review the report dated June 7. 201 | from the Director. Engineering in conjunction
with the Long Term Financial Management Strategy and bring forward recommendations to
Finance Commitice.

4

o

LA

i

rd
lohn Irving. MPA, P.L:ng,
Director, Enginecring

(+140)
All, 6
FOR ORIGINATING DEPARTMENT USE ONLY
ROUTED TO: CONCURRENCE | CONCURRENCE OF GENERAL MANAGER
Budgets YENO N . =
Roads and Construction YENDO
Sewerage and Drainage YanNQOo
Water Services YR'NDO
| Transportation Y@'nog
REVIEWED BY TAG YES NO ReViEWED 8Y CAO YES  NO
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Staff Report
Crigin

In July 2001 and March 2006 the Fngineering Department reported to Council the estimated
long term capital requirements for age-related infrastructure renewal. This report updates those
estimates to reflect current inventory, new thoughts on infrastructure service life and changing
infrastructure replacement pricing. [t also extends the report to comment on dikes and climate
change.

Background

Council Term Goals

One of the strategic focus areas outlined in the currently adopted Council Term Goals is
Financial Management. ['he goal is to ensure the City has the capacity to meet the financial
challenges of today and the future, whilc maintaining current levels of service. This report
outlines the current and long term linancial requirements for maintaining and replacing the
City’s ageing infrastructure.

Cxisting Infrastructure

Table 1 is a summary of the City's inventory of water, sanitary, drainage, and roads

infrastructure. T'he replacement value assumes that infrastructure will be replaced “size-on-
. -1 ‘
SIZe

Table 1: Infrastructure Inventory

Infrastructure | Total Length of | Other Features Funding Replacement
Pipe or Road Source Yalue
(2011 dollars)
Water 624 km 13 PRV Chambers Water $514 M
8 Sponge Vaults Utility
| | 60 Valve Chambers :
Sanitary 562 km 151 Pump Stations Sanitary $436 M
Utility
Drainage 617 km 39 Pump Stations Dmi{ahis_c' . §933M
Utility |
Dike [ 49 km - Drainage $200 M
St | [N e R (., | e S
Road Pavement = 1285 lanc km 212,000 sq. m of General $561 M
(non-MRN) Parking lot Revenue
Total
Replacement $2,644 M
 Value

' Each asset will be replaced using the existing size.
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Staff completed the City's first ageing infrastructure assessment and reported the results to
Council in 2001. The assessment was based on the limited information available at that time. An
updated ageing infrastructure report was presented to the Public Works and Transportation
Committee (PWTC) in March 2006. Both reports identified that infrastructure replacement
funding lievels were insufficient and the 2006 report proposed several preliminary strategies (o
address the shortfalls that included the following:

b 19

Implement an immediate one-time increase to the rates 1o close the funding shortfall.
Implement a gradual increase to rates over a specified period to close the funding shorttall.
Borrow money to fund the necessary improvements,
Combination of the above strategies.

From the above strategies. the City implemented a variation of strategy 2 that did not include a
specific date to close identified funding gaps. Table 2 catalogues and compares 2006 capital
infrastructure annual funding to that in 201 1. It also tabulates current reserve levels.

Table 2: Annual Capital Infrastructure Funding and Rescrves

Infrastructure | 2006 | 2011  Funding| % | Reserve | Reserve
| Type Funding Funding Source | Funding | Balance | Balance
(2006 (2011 Inerease | (Dee 31, | (Dec 31,
dellars) dollars) 2006) 2010)
- Water $6.5M $75M Water | 15% $34.1M | $464 M
Sl | wility e
Sanitary $25M $43 M Sanitary | 75% $164M | $277M
P | Uiility | 4
Drainage $3.1M $61M |Drainage| 97% | $7.3M | $182M
| { Udlity | I .y
Road Paving $26 M $3.0M General 15% NA | NA
(non MRN) . Revenue | + ‘
| Total SI47TM S20.9M | 2% $57.8 I $923M

o S—

As can be seen in Table 2, the City has substantially increased funding for infrastructure
replacement over the last five years, Increases to the water, sewer and drainage capital funding
were achieved through the annual utility rates review process where infrastructure replacement
funding gaps were considered when establishing utility rates. The roadways are not part ol'a
utility and the re-paving budget is included in the Roads operating budget. Road repaving

increases were accomplished through the operating budgeting process.

Ageing Infrastructure Replaced From 2006 to 2010

Since March 2006 the City has replaced over 28 km of ageing watermains (approximately 4% of

the system) and repaved 141 km of road lanes (approximately 11% of the non-MRN roadways)
through its annual capital works programs. Various sanitary and drainage pump stations were
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also rebuilt or improved during this time due to both ageing infrastructure and capacity based
upgrade needs. These replacements and upgrades are planned utilizing water, sanitary, drainage
and pavement management and capacity models developed for Richmond’s infrastructure. Given
the large catalogue of infrastructure assets within the City and the significant population
increases predicted for Richmond, these models are essential for short and long term capital
planning and for supporting broader City ohjectives such as the Official Community Plan.
Attachment 6 is a summary of infrastructure projects completed between 2006 and 2010 as part
of the ongoing infrastructure replacement and upgrade program

The replacement work to date has put Richmond in a much better position than the majority of
Canadian municipalitics. A report titled “Danger Ahead: The Coming Collapse of Canada's
Municipi] Infrastructure™ was published by the Federation of Canadian Municipalities (FCM) in
November 2007. The report stated that, across Canada. municipal infrastructure has reached the
breaking point. The report recommended that long-term investment plans be created to manage
infrastructure funding. Richmond has been pro-active in this regard and had long-term ageing
infrastructure replacement strategy and reserve funding in place prior 1o the FCM report. As
such. the: City’s infrastructure is in better condition than the average Canadian municipality and
is far from the breaking point. However, the FCM report illustrates what can happen if the
City’s municipal infrastructure becomes a lower priority and funding levels do not continue to
increase to close identified tunding gaps.

Analysis

Total Replacement Value and Schedule

Charts 1 to 4 (attached) show cstimated infrastructure replacement costs for the City's water.
sunitary, drainage, and road infrastructure over the next 75 years. The charts also identify the
estimated long term average annual funding levels that are required to perpetually replace assets
and the ¢urrent 2011 funding levels. The Funding Requirement Range represents the estimated
level of uncertainty or variability in the long term annual funding levels. This uncertainty is duc
to a number of variables including:

¢ polential overlap between capacity bused improvements due to development or climate
change:

* uncertainty in the potential service life of the infrastructure;

o wariability in the economy and the cost of infrastructure replacement: and

o upnanticipated or emergency events that initiate early infrastruciure replacement or
repairs in excess ol operating budget provisions.

Water

Chart 1 predicts a long term annual water infrastructure funding requirement of $7.0 million.
which is $0.5 million lower than previously estimated and currently funded. Over the past five
years Engineering has gathered data that indicates asbestos cement pipelines last longer than the
original analysis indicated. Asbestos cement pipelines are approximately 50% of the City's
watermain inventory, therefore, this increase in expected asbestos cement pipeline service lite
has a significant ¢ffect on long term fimding requirements and translates into the lower funding
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requirement. However, stafl recommends maintaining water utility funding at $7.5 million
noting, that:

» there is a significant backlog of watermain replacement projects;
e there is significant variability in water infrastructure pricing; and
o inflation will consume this positive [unding gap in the near to medium ferm.

As noted previously, approximately 50% of the City’s watermains are asbestos cement and are
predictex to require replacement within the next 30 years. During this period replacement costs
will exceed the long term required funding level for a number of years. which will require
utilization of reserves and borrowing. In the long term (75 year horizon), the required funding
level will repay debts incurred and allow for continucd water infrastructure renewal.

Engineering stafY are currently reviewing new technologies to determine the condition of
ashestos cement watermains in an effort to refine the watermain replacement schedule.
Additionally, Engincering staff will review pressure management as a tool to increase the service
life of the usbestos cement watermain inventory, which has potential to attenuate the predicted
spike in watermain replacement between 2031 and 2044 1.

Sanitary

Chart 2 predicts a long term annual funding requirements of $5.4 million lor the sanitary utility
with nio identified backlog of replacement needs. However, the fat, oil and grease (FOG)
blockage in the Lansdowne forcemain this year is a prime example of an unanticipated cvent
with significant capital cost that creates uncertainty or variability in the estimation of long term
capital requirements. The Lansdowne forcemain emergency activities and replacement will total
over $1.3 million by project completion that was not anticipated but must be accommodated by
the sanitary sewer utility.

Drainagge

Chart 3 predicts a long term annual funding requirement of' $9.8 million for the drainage utility.
As indicated by the chart, large scale ageing drainage infrastructure replacement is estimated to
he 30 years in the future with much smaller near term needs. One option to fund these future
replacements is to build an adequate reserve during this period of lower needs, to avoid
unnecessarily burdening future generations.

Modeling work is currently being performed to determine the impact of climate change on the
drainage system. Capacity improvements dug to climate change are not included in the present
analysis and will be reported to Council when the information becomes available.

Roads
Chart 4 predicts a non-MRN long term annual re-paving funding requirement of $4.6 million.
Higher uncertainty exists in this value than those for the utilities as road re-paving is heavily

influenced by oil price, which has fluctuated widely in the past five years. Chars § (attached)
docurnents the fluctuating cost of asphalt paving between 2006 and 2010 demonstrating the high

FIN - 66



December 1, 2011 -27 -

Attachment 1 (Cont'd)
June 7. 2011 -6-

variability in pricing. Based on paving prices over the last five years, re-paving annual funding
requirements range between $4.0 M and $5.3 M. For long term planning purposes, we have
assumed that the ebb and flow of asphalt pricing will average out in the long term and have
utilized the average value of $4.6 M as the long term funding requirement for re-paving.

As reported to Council in 1998, road structures fail according to the curve represented in Figare

1
A
I'ypical
Road =" failure
Condition curve

Time
Figure 1

I'he time between Ty and T, reflects period when roads structures perform well. At T; the road
strucnure begins to deteriorate and lose strength. [; represents failure of the road structure . Once
Ty is reached. failure occurs rapidly.

Road rehabilifation work performed at T, can elfectively restore the road structure to a “like
new” condition represented by Tp. Failure to perform this rehabilitation work leads to the rapid
deterioration and failure of the roadway. At T, a complete rebuild of the road structure is
required. The cost of rebuilding a roadway at T is approximately 3 to 4 times the cost of
rehabilitation at Ty, therefore, it is 1o the City’s financial advantage to perform the rehabilitation
at 1.

For the purposc of estimating the long term re-paving funding requirement. it has been assumed
that all roads are repaved at T,. If this can not be achieved, the costs associated with road repair
will increase due to more expensive road reconstruction being required.

Dikes

The 2()08-2031 Richmond Flood Protection Strategy identifies climate change induced sea level
rise as a future threat to the City and requires further investigation. As presented to Council on
January 10, 2011, long term funding for raising dikes to meet rising sea levels and upgrades to
address seismic concerns will be in the order of $100 million. Engineering staff are exploring
options to initiate a Dike Master Plan that will identify upgrade timing and funding requirements.
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Reguired Funding Levels

Table 3 summarizes current and required annual infrastructure replacement funding levels, in
2011 dollars, as well as the current ageing infrastructure funding gaps.

Tabhle 3: Infrastructure Funding Levels

Infrastructure | 2011 Actual | Regquired Funding Estimated Additional
Type Annual Annual Source Funding Required
Funding Funding Basecd on Future

Level Level Needs

Water $7.5M $7.0 Water Utility (80.5 M)
|

Sanitary $43 M 62 M Sanitary Utility $19M
Drainage $6.1M S9O8M | Drainage Utility $37M |
Road Paving $30M | S$46M General Revenue .~ $1.6M m
(non MRN)
Totals 5209 M $27.6 M $6.7M

While the City has made significant increases to infrastructure funding since 2006, infrastructure
tunding gaps remain.

Funding Strategies

Adequate annual funding levels will allow the City to implement a proactive and sustainable
infrastructure replacement program. The proactive replacement of infrastructure enables the City
to smart sequence utility replacement and use competitive bidding to ensure the best value for
money. Replacing infrastructure at its time of failure has proven to be considerably more
expensive than proactive replacement and is more disruptive to residents, City services and
programis.

Closing the current $6.7 million funding gap” is achicvable within the next decade or sooner.
Putting this amount into rate payer terms, Richmond has approximately 70,000 businesses or
households that pay utility rates. An annual increase of $10 1o the total utility rate® for each
residence or business would generate an additional $7 million by the 10" year and would close
the gap if inflation is ignored. Similarly, a $20 increase would close this gap in five years. To put
these potential increases in perspective, $10 is 0.85% of a typical residential utility bill and $20
is 1.7%.

* This does nol include futnre dike improvement funding which will be determined through the proposed dike master
lﬂanning process.

The comparison of utility rate increases is for tllustrative purposes. Road paving is not funded through the utility
rate, therefore, increases 1o accommodate the road paving funding gap will not be applied through the utility rate.
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Staff have pursued available federal and provincial grants from programs such as the Building
Canada Plan and BC’s Flood Protection Program and will continue to do so. While grant funding
has been helpful over the last year, as a funding source grants will always be unpredictable and
therefore non-sustainable.

StafT will evaluate funding options and make a recommendation to Council as part of the annual
utility rate review. Through the annual utility rate review, slaff will continue to recommend that
the foregoing gap be closed over an appropriate period of time. However, the strategy and
annual amount will vary due to the implication of non-discretionary costs resulting from Metro
Vancouver's Regional Solid and Liquid Waste Management Plans,

Financial Impact
None at this time.
Concllusion

Staff will continue to gather information to better predict infrastructure replacement schedules
and funding peaks and will continue to explore new technologies and best. Staff will aiso
continue to recommend that the utility funding gaps between current and required funding levels
be closed over time through the annual budgeting process. The rate of increase and timeframe to
close the funding gaps will be impacted by Metro Vancouver’s regional Solid and Liquid Waste
Management plans, which are a non-discretionary costs imposed on the City. The funding
shortfalls outlined in this report should be considered in conjunction with the City's Long Term
Tinancial Strategy.

LM{Z | 2 (

Lloyd Bik, P.Eng Andy Bell, P.Eng

Manager, Engincering Planning Project Engineer, Roads & Drainage
(4075) (4656)

LB:ab

Att.1: Chart 1: Ageing [nfrastructure Report - Water Assets

Att.2: Chart 2: Ageing Infrastructure Report - Sanitary Assets

Att.3: Chart 3: Ageing Infrastructure Report ~ Drainage Assets

Att.4: Chart 4: Ageing Infrastructure Report - Non MRN Road Assets
AtL.5: Chart 5: Historical Costs for Capital Paving Program (2006 - 2010)
Att.6: Capital Infrastructure Projects Completed Since 2006
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