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Executive Summary
This report contains the Asset Management Plan for the Town of Smiths Falls and has
been organized as follows:
Chapter 1:
Chapter 2:
Chapter 3:
Chapter 4:
Chapter 5:
Chapter 6:

Introduction;
State of Local Infrastructure;
Expected Levels of Service;
Asset Management Strategy;
Financing Strategy; and
Recommendations.

The “state of local infrastructure” chapter provides an overview of the capital assets
owned by the Town. This includes detailed information on the Town’s asset inventory,
including asset attributes, accounting valuations, replacement costs, useful life, age and
asset condition. This information provides the foundation for other sections of the asset
management plan.
“Expected levels of service” compares the current levels of service provided by the
Town to the levels of service determined to be expected in each area. This analysis
combines both descriptions/comments as well as performance measures in establishing
service levels.
The “asset management strategy” provides a long term operating and capital forecast
for asset related costs, indicating the requirements for maintaining, rehabilitating,
replacing/disposing and expanding the Town’s assets, while moving towards the
specified expected levels of service identified above. The goal of the asset
management strategy is to have the Town in (or moving towards) a sustainable asset
management position over the forecast period.
The “financing strategy” identifies a funding plan for the asset management strategy,
including a review of historical results and recommendations with respect to the
required amounts and types of funding (revenue) annually. Also, any infrastructure
funding deficits/shortfalls are identified and recommendations are made regarding
potential approaches to reduce and mitigate the shortfall over the forecast period.
This report represents “Phase 2” of the Town’s asset management plan preparation
process. Phase 1 of the plan included conducting a “State of Local Infrastructure”
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analysis, “Asset Management Strategy” and “Financing Strategy” for the following
assets:



Water Mains;
Wastewater/Storm Mains;




Roads;
Sidewalks;




Curbs; and
Streetlights.

The Phase 1 Report is included within Appendix C to this report.
This report (Phase 2) includes a “Levels of Service” analysis, “Risk & Criticality
Assessment” and “Financing Strategy” for all Town assets as well as a “State of Local
Infrastructure” analysis and “Asset Management Strategy” for the following assets:
 Signage;



Bridges;
Buildings; and



Vehicles & Equipment.

Overall, this asset management plan is a tool to be used by Town staff for capital and
financial decision making. It can be tied to various existing reports (such as the Town’s
budget, official plan and strategic planning reports) to ensure the asset management
plan can be updated to reflect any changes in Town priorities.

Watson & Associates Economists Ltd.
H:\Smiths Falls\2015 AM & W&WW Rate & OReg\Report - AMP\FINAL V4 September 13, 2016\Smiths Falls AM Plan Final v4 - Sept 2016 Update.docx

Page 1-1

1. Introduction
1.1

Overview

The main objective of an asset management plan is to use a Town’s best available
information to develop a comprehensive long term plan for capital assets. In addition,
the plan should provide sound methodologies and support in order to improve the
accuracy of the plan on a go forward basis.
Watson & Associates Economists Ltd. (Watson) in association with RJ Burnside &
Associates Limited (Burnside) and XIE environmental (XIE) were retained by the Town
to update the Town’s asset management plan. Phase 1 of the plan was completed by
The Greer Galloway Group Inc. (Galloway) in March 2014. This update will rely on
results and recommendations within the Galloway Phase 1 report as well as provide
additional results and recommendations with respect to additional Town assets.
This plan is intended to be a tool for Town staff to use during various decision making
processes, including the annual budgeting process and capital grant application
processes. This plan will serve as a road map for sustainable infrastructure planning
going forward.
The following assets are included in this asset management plan:


Road related (roads, curbs, bridges, street lights, traffic lights, signs and
sidewalks);



Stormwater mains;




Facilities;
Vehicles and Equipment;




Water related (mains, facilities and equipment); and
Wastewater related (mains, facilities, vehicles and equipment).

The Town’s goals and objectives with respect to their capital assets relate to the levels
of service being provided to Town residents. Services should be provided at expected
levels, as defined within this asset management plan. Town infrastructure and other
capital assets should be maintained at condition levels that provides a safe and
functional environment for its residents. Therefore, the asset management plan and its
implementation will be evaluated based on the Town’s ability to meet these goals and
objectives.

Watson & Associates Economists Ltd.
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1.2

Plan Development

The asset management plan was developed using a program that leverages the
Galloway Phase 1 report, the Town’s asset database information, staff input and asset
management principles.
The development of the Town’s asset management plan is based on the steps
summarized below:
1. Develop a complete listing of capital assets to be included in the plan, including
attributes such as size/material type, useful life, age, accounting valuation and
current valuation. Update current valuation, where required, using benchmark
costing data or applicable inflationary indices.
2. Assess current condition of the assets, based on a combination of existing Town
reports, staff input and an asset age analysis.
3. Assess the risk of asset failure for each asset, based on determining the
probability of each asset failing, as well as the consequence of the asset failing.
This risk analysis identifies priority projects for inclusion in the Town’s capital
forecast, as well as high risk assets that require mitigation.
4. Determine and document current levels of service, as well as expected levels of
service, based on discussions with Town staff.
5. Prepare an asset management strategy (i.e. operating and capital forecast)
based on the asset inventory, identified priorities, forecast scenarios, and levels
of service analysis discussed above.
6. Determine a financing strategy and log-term financial plan to support the asset
management strategy, thus determining how the operating and capital related
expenditure forecast will be funded over the period as well as the financial
policies to be considered moving forward.
7. Prepare a comprehensive Asset Management Plan final report.

1.3

Maintaining the Asset Management Plan

The asset management plan should be updated as the capital needs and priorities of
the Town change. This can be accomplished in conjunction with specific asset

Watson & Associates Economists Ltd.
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legislative requirements as well as the Town’s budget process. Town staff will have the
tools available to perform updates to the plan when needed.
When updating the asset management plan, note that the state of local infrastructure,
expected levels of service, asset management strategy and financing strategy are
integrated and impact each other. Looking at these components in reverse order, the
financing strategy outlines how the asset management strategy will be funded. The
asset management strategy illustrates the costs required to maintain expected levels of
service at a sustainable level. The expected levels of service component summarizes
and links each service area to specific assets contained in the state of local
infrastructure section and thus determines how these assets will be used to provide
expected service levels.
While this report covers a forecast period of 20 years, the full lifecycle of the Town’s
assets were considered in the calculations. It is suggested that more focus and
attention be put on the first 5 years of the asset management plan, to ensure accurate
capital planning in the short term.

1.4

Plan Integration

The municipal environment is a continually changing and demanding environment when
it comes to legislation and other responsibilities. Integrating the asset management
plan with the Town’s budget process as well as Public Sector Accounting Board Section
3150 (P.S.A.B. 3150) requirements can make updates in all three areas more efficient.
With respect to integrating the Town’s budget process with asset management
planning, both require a projection of capital and operating costs of a future period. The
budget outlines total operating and capital requirements of the Town, while the asset
management plan focuses in on specific asset related requirements. With this link to
the annual budget, the budget update process can become an asset management plan
update process.
Both asset management and P.S.A.B. 3150 require a complete and accurate asset
inventory. The significant difference between the two lies in valuation approaches;
P.S.A.B. 3150 requires historical cost valuation, while asset management requires
future replacement cost valuation. Using a single asset inventory containing both
valuation methods is an effective approach to maintaining the Town’s asset data.
Further integration into other Town financial/planning documents would assist in
ensuring the ongoing accuracy of the asset management plan, as well as the integrated
Watson & Associates Economists Ltd.
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financial/planning documents. The asset management plan has been developed to
allow linkages to documents such as:



Official Plan;
Water and Wastewater Rate Study;




Strategic Planning Reports;
Fiscal Impact/Operating Studies; and



Insurance valuations and records.

Watson & Associates Economists Ltd.
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2. State of Local Infrastructure
2.1

Scope and Process

This section of the plan provides an opportunity to develop a greater understanding of
the capital assets owned by the Town. The state of local infrastructure analysis
includes:





An asset database documenting asset types, sub-types including quantities,
materials and other similar asset attributes;
Financial accounting valuation;



Replacement cost valuation;
Asset age distribution analysis and asset age as a proportion of expected useful
life;
Asset condition information;




Data Verification and Asset Condition policies; and
Documentation of assumptions made in creating the asset inventory.

The Town has a detailed inventory listing, used within the Galloway Phase 1 report as
well as an inventory used for P.S.A.B. 3150 purposes. These asset inventories are
updated annually and was used as a starting point in fulfilling the requirements of this
report. The P.S.A.B. 3150 inventory provides current financial account valuations (i.e.
historical cost, accumulated amortization and net book value) as well as attributes such
as useful life and age.
Supplementary information was also used to feed into the asset inventory. For
example, the Town completes bridge assessment reports every 2 years, which was
used to refine the bridge asset inventory. In addition, templates were provided to Town
staff to gather pertinent information relating to Town buildings.
A great short-term goal includes the ability to link all asset inventories (i.e. P.S.A.B.
3150 asset inventory) in order to create a consolidated asset inventory for all purposes,
including asset management. In addition, other supplemental reports will be needed to
provide more accurate information in some areas, such as buildings and overall current
asset valuation/condition.

Watson & Associates Economists Ltd.
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2.2

Capital Asset Overview

The Town presently owns and manages tax supported capital assets with a
replacement value of approximately $148.8 million (excluding land assets as they are
not included in this plan). Table 2-1 outlines the breakdown of these totals and Figure
2-1 illustrates the breakdown.
Table 2-1
2015 Tax Supported Assets (2016 $)

Asset Type

Replacement Cost
2016$

Transportation Assets
Facilities
Vehicles
Equipment & Machinery
Storm Sewer Mains
Total Tangible Capital Assets (Tax)

63,274,545
51,386,960
5,597,306
4,510,965
24,056,361
148,826,137

Figure 2-1
Tax Supported Assets Distribution
Based on Replacement Cost

16%
3%
4%

42%

35%

Transportation Assets

Facilities

Equipment & Machinery

Storm Sewer Mains

Vehicles
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The Town presently owns and manages water capital assets with a 2016 replacement
value of approximately $95.6 million (excluding land assets as they are not included in
this plan). Table 2-2 outlines the breakdown of these totals and Figure 2-2 illustrates
the breakdown.
Table 2-2
2015 Water Supported Assets (2016 $)

Replacement Cost
2016$

Asset Type

Water Mains
Water Facilities
Vehicles
Equipment & Machinery
Total Tangible Capital Assets (Water)

59,398,509
36,046,846
111,066
57,337
95,613,759

Figure 2-2
Water Assets Distribution
Based on Replacement Cost
0%
38%

62%

Water Mains

Water Facilities

Vehicles

Equipment & Machinery
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The Town presently owns and manages wastewater capital assets with a 2016
replacement value of approximately $92.7 million (excluding land assets as they are not
included in this plan). Table 2-3 outlines the breakdown of these totals and Figure 2-3
illustrates the breakdown.
Table 2-3
2015 Wastewater Assets (2016 $)

Replacement Cost
2016$

Asset Type

Wastewater Mains
Facilities
Vehicles
Total Tangible Capital Assets (Wastewater)

55,879,723
36,794,577
34,220
92,708,520

Figure 2-3
Wastewater Assets Distribution
Based on Replacement Cost
0%

40%

60%

Wastewater Mains

Facilities

Vehicles

P.S.A.B. 3150 Accounting Valuation
Table 2-4 shows the Town’s financial accounting valuation summary by asset type.
Since 2009, the Town has been required under P.S.A.B. 3150 to maintain asset listings
complete with historical cost (i.e. the original cost to purchase or construct an asset),
accumulated amotization and net book value. These values are reported on the Town’s
audited financial statements each year.
Watson & Associates Economists Ltd.
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Table 2-4
P.S.A.B. 3150 Asset Inventory
2014 Audited Financial Statements
Asset Type

Accumulated
Historical Cost
Amortization
12/31/2014
12/31/2014

Land
Land Improvements

Net Book
Value
12/31/2014

886,479
79,656

67,782

886,479
11,874

Buildings
Equipment
Vehicles

79,088,439
7,593,634
3,745,885

20,437,360
5,214,881
1,785,262

58,651,079
2,378,753
1,960,623

Roads

27,064,710

14,736,199

12,328,511

Bridges
Water & Wastewater

3,797,287
33,474,997

1,719,217
13,472,341

2,078,070
20,002,656

Construction in Progress
Total Capital Assets

79,398
$ 155,810,485

$ 57,433,042

79,398
$ 98,377,443

The detailed capital asset inventory has been provided in Appendix A (Technical
Appendix 1) and to Town staff in MS Excel format (to be used in future asset
management refinements and updates). Assumptions pertaining to the asset inventory
were documented as part of the asset management process are shown in Appendix D.
Please refer to Appendix B for the State of Local Infrastrucre analysis with respect to
assets not included in Phase 1 of the asset managemetn plan report.

2.3

Asset Age and Condition Analysis

Each asset is tracked based on estimated total useful life and remaining service life.
Using this information, an age analysis of the Town’s assets can assist in identifying
potential areas of focus for the asset management plan.
Table 2-5 provides an age analysis summary, including the weighted (based on
replacement cost) average useful life and weighted average remaining useful life for all
assets. The weighted average condition rating is also provided for comparison
purposes.

Watson & Associates Economists Ltd.
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Table 2-5
Asset Age and Condition Analysis
Tax Supported

Asset Type

Transportation Assets
Facilities
Vehicles
Equipment & Machinery
Storm Sewer Mains
Total Tangible Capital Assets (Tax)

Condition Rating Weighted
Average (/10)
7.1
7.3
7.3
5.6
9.1
7.5

Useful Life Weighted
Average
36.9
58.2
17.2
11.8
60.0
46.5

Remaining
Service Life Weighted
Average

RSL as a % of
UL

18.6
41.6
11.3
4.3
46.8
30.4

50.5%
71.5%
65.5%
36.2%
78.1%
65.5%

Water

Asset Type

Water Mains
Water Facilities
Vehicles
Equipment & Machinery
Total Tangible Capital Assets (Water)

Condition Rating Weighted
Average (/10)
6.0
7.8
3.3
2.3
6.7

Useful Life Weighted
Average
100.0
60.6
8.5
12.9
85.0

Remaining
Service Life Weighted
Average

RSL as a % of
UL

47.8
47.2
3.3
3.4
47.5

47.8%
78.0%
38.3%
26.7%
55.9%

Wastewater

Asset Type

Wastewater Mains
Facilities
Vehicles
Total Tangible Capital Assets (Wastewater)

Condition Rating Weighted
Average (/10)
6.6
6.2
8.0
6.4

Useful Life Weighted
Average
100.0
52.1
8.0
80.9

Remaining
Service Life Weighted
Average

RSL as a % of
UL

49.2
34.8
6.0
43.5

49.2%
66.9%
75.0%
53.7%

Total useful life and remaining service life for each capital asset is documented in
Appendix A (Technical Appendix 1).
While this analysis can be useful in looking at the overall age characteristics of specific
asset areas, asset condition will assist in providing a more accurate assessment of
assets reaching the end of their useful life. Including condition assessments in the
asset management plan provides for a higher level of accuracy than simply relying on
useful life assumptions, especially when it comes to older, highly used or more
financially significant assets. Condition assessments can provide more realistic
estimates of remaining service life, which can then be used to establish rehabilitation or
replacement schedules.
Watson & Associates Economists Ltd.
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For the purposes of this plan, condition ratings have been adjusted so that each asset
class has ratings out of 10 (10 being excellent condition, 1 being very poor condition).
Again, a high level summary of the weighted average condition in each asset category
is shown in Table 2-5.
Condition ratings were derived from applicable external reports (i.e. bridge assessment
reports) and staff supplied information/data. When condition information was not
available it was initially estimated by looking at the asset’s age in relation to useful life
(i.e. an asset age analysis). This analysis was then reviewed by Town staff for
accuracy.
Further discussion of condition assessments will take place in Chapter 4 when
assessing asset risk and identifying asset priorities. As some condition assessments
are currently based on the age of the assets, it is recommended that these condition
assessments be updated as new information becomes available.

2.5

Data Accuracy and Completeness

An important element of this asset management plan is ensuring that tools and
procedures are in place to maintain accuracy and completeness of the asset data and
calculations moving forward. As time passes, assets are used, maintained, improved,
disposed of, and replaced. All of these lifecycle events can trigger changes to the asset
database used within the asset management plan. Therefore, tools and procedures are
essential to ensure the asset data remains accurate and complete. Please refer to
Appendix D to this report for the “Data Verification and Condition Assessment
Guideline” proposed for the Town. This guideline illustrates how the asset data could
be updated and verified going forward. This includes the timing of condition
assessments for each asset area, as well as what should be included within the
condition assessment procedures.

Watson & Associates Economists Ltd.
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3. Expected Levels of Service
3.1

Scope and Process

A levels of service (L.O.S.) analysis gives the Town an opportunity to document the
levels of service that is currently being provided in each area and compare it to the
levels of service that is expected. This can be done through a review of current
practices and procedures, an examination of trends or issues facing the Town, or
through an analysis of performance measures and targets that staff can use to measure
performance.
Expected L.O.S. can be impacted by a number of factors, including:


Legislative requirements;





Strategic planning goals and objectives;
Resident expectations;
Council or Town staff expectations; and



Financial or resource constraints.

The previous task of determining the state of the Town’s local infrastructure establishes
the asset inventory and condition, as well as asset management policies and principles
to guide the refinement and upkeep of the asset infrastructure. The L.O.S. analysis will
utilize this information and factors in the impact of asset service level targets. It is
important to document an expected L.O.S. that is realistic to the Town. It is common to
strive for the highest L.O.S., however these service levels usually come at a cost. It is
also helpful to consider the risk associated with a certain L.O.S. Therefore, expected
L.O.S. should be determined in a way that balances both level of investment and
associated risk to the Town.

3.2

Current Levels of Service versus Expected Levels of Service

The Town’s current L.O.S. has resulted in the current state of infrastructure discussed in
chapter 2. The current L.O.S. also relates to the risk assessment discussed in later
report sections. Regarding the cost of L.O.S., the Town has established an operating
and capital budget for the current year that includes the cost of providing this L.O.S. to
residents.
Therefore in moving from the current L.O.S. to an expected L.O.S., consideration has to
be made for the associated cost (or impact on the Town’s current budget). The table
Watson & Associates Economists Ltd.
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below outlines broad L.O.S. descriptions (both current and expected L.O.S.). This
analysis was documented through discussions with Town staff. It is anticipated that
Town staff will further refine this analysis in future updates to the asset management
plan. As this analysis relates to services that are guided by legislative requirements and
standards (i.e. roads, parks, water and wastewater), the current and expected L.O.S.
are similar.

Watson & Associates Economists Ltd.
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Table 3-1
Levels of Service Analysis
Level of Service (LOS) Analysis
Current LOS

Meet "Minimum Maintenance Standards" as
defined by Ontario Regulation 239/02.
Track complaints by road segment.
Roads
Related
Assets

Maintain adequate road condition ratings.

Benchmark (if
Applicable)

Expected LOS

Meet "Minimum Maintenance Standards" as defined by
Ontario Regulation 239/02.
Track complaints by road segment. Proactive
maintenance program to minimize complaints.

Crack & Seal Program - based on visual inspection
(5%/yr.). Collector/Arterial Rds. - within 2 years of Expand Crack & Seal and Patching Program.
resurface. Other Roads - at 20 yrs.
Sidewalks: Staff inspections & replacement when
needed. Ramps on some designated accesses.

5,000

Cost Description

Need more funding to complete identified maintenance
deficiencies within the identified Standard time limits.

10,000 System in Place, updates required every 10 years
Weighted
Average
Condition Rating

Maintain adequate road condition & risk ratings.

Estimated Cost
to Move to
Expected LOS

30,000 Road Needs Study Update.

15,000

Sidewalks: Staff inspections & replacement when needed.
Ramps on all designated accesses.

Included in capital forecast.

Signs: Visual inspections. Replace when needed. Signs: Visual inspections. Replace when needed.
Maintenance Plan for Traffic Lights

Watson & Associates Economists Ltd.

Maintenance Plan for Traffic Lights
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Level of Service (LOS) Analysis
Current LOS

Bridge &
Culvert
Assets

Benchmark (if
Applicable)

Expected LOS

Cost Description

BCI and Load
Limits

Maintain adequate condition and load limits.

Maintain adequate condition and load limits.

Proactive Bridge and Culvert maintenance and
rehabilitation.

Proactive Bridge and Culvert maintenance and
rehabilitation (based on bridge report).

Blowing out Expansion Joints in Spring

Blowing out Expansion Joints & Washing Bridges in Spring

Bridge inspections (i.e. using OSIM reports)
required every 2 years.

Bridge inspections (i.e. using OSIM reports) required every
2 years.

Watson & Associates Economists Ltd.

Estimated Cost
to Move to
Expected LOS

Included in capital forecast.
6,000

10 Bridges at approximately 2 - 4 hours each
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Level of Service (LOS) Analysis
Current LOS
Meet legislative requirement (Building Code, Fire
Code, Accessibility, Health & Safety, etc.)

Health & Safety component assessments to
ensure emergency alarms, lighting, generators,
etc. are functioning to specifications

Meet legislative requirement (Building Code, Fire Code,
Accessibility, Health & Safety, etc.)
Condition assessments of buildings/components that are in
their last 1/3 of lifecycle, with results being incorporated into
the asset management plan every 5 years.
Health & Safety component assessments to ensure
emergency alarms, lighting, generators, etc. are functioning
to specifications

Facilities meeting accessibility standards.

Facilities meeting accessibility standards.

N/A

Resource Efficiency: Energy Audit - Town Hall, Water,
Arena (all buildings).

Condition assessments performed when needed.

Building
Assets

Benchmark (if
Applicable)

Expected LOS

Estimated Cost
to Move to
Expected LOS

$50,000

Approximate costs for consulting engineers to assess these
buildings and components

$210,000

Town Hall elevator and misc. accessibility upgrades. Included
in capital forecast.

Energy Audit

Separate maintenance agreements by department Assess efficiencies in Maintenance contracts (i.e.
(i.e. generators, HVAC)
generators, HVAC).

Potential savings.

N/A

Functionality: Town Hall Accommodation Plan

Heritage: Maintain existing heritage elements of
applicable buildings.

Heritage: Maintain existing heritage elements of applicable
buildings.

Proactive facility maintenance.

Proactive facility maintenance.

Watson & Associates Economists Ltd.

Cost Description

$500,000

Included in capital forecast.
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Level of Service (LOS) Analysis
Current LOS

Benchmark (if
Applicable)

Expected LOS

Vehicles & Proactive maintenance plan, as per Manufacturer's Proactive maintenance plan, as per Manufacturer's
Equipment Guidelines
Guidelines
Assets
Vehicle Needs Assessment
Vehicle Needs Assessment
Replace Equipment/Vehicles as required (some
areas based on legislated replacements).

Estimated Cost
to Move to
Expected LOS

Cost Description

3,000 Preventative rust maintenance
In House Vehicle Needs Assessment

Replace Equipment/Vehicles as required (some areas
based on legislated replacements).

Level of Service (LOS) Analysis
Current LOS
Meet all legislative requirements.

Water
Assets

Benchmark (if
Applicable)

Expected LOS

Estimated Cost
to Move to
Expected LOS

Cost Description

Meet all legislative requirements.

Flushing Hydrants 2/year, Valve Maintenance 1/yr., Flushing Hydrants 2/year, Valve Maintenance 1/yr., Valve
Valve checks 1/yr., Leak Detection monthly.
checks 1/yr., Leak Detection monthly.
Chlorine Levels: Meet Provincial requirements

Chlorine Levels: Meet Provincial requirements

Leak Detection, System modelling complete,
problem areas defined.
Implement repairs & maintenance that result in
system efficiencies.

Leak Detection, System modelling complete, problem
areas defined. Q.A. Testing (older pipes).
Implement repairs & maintenance that result in system
efficiencies.

Fire Flow problem areas defined.

Adequate Fire Flow

Watson & Associates Economists Ltd.

National Water &
Wastewater
Benchmarks - see
separate table

See separate Analysis.
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Level of Service (LOS) Analysis
Current LOS

Meet all legislative requirements.

Benchmark (if
Applicable)

Expected LOS

Cost Description

Meet all legislative requirements.

Wastewater
& Combined Sewer/Combined: CCTV inspections (2008-2012, Sewer/Combined: CCTV inspections (2008-2012,
20%/yr.), flushing, catch basin & manhole reactive 20%/yr.), flushing, catch basin & manhole reactive repairs
Assets
repairs to problem areas (8-10/yr.), relining ad-hoc to problem areas (8-10/yr.), defined relining program.
Minimize incidents of bypass.

Minimize incidents of bypass.

Implement repairs & maintenance that result in
system efficiencies.

Implement repairs & maintenance that result in system
efficiencies.

Watson & Associates Economists Ltd.

Estimated Cost
to Move to
Expected LOS

National Water &
Wastewater
Benchmarks - see
separate table

See separate Analysis.
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Please refer to the Technical Appendix 2 (Appendices F, G and H )of this report for a
table summarizing the estimated budget impacts associated with implementing the
expected L.O.S. over the 20-year forecast period for tax supported, water and
wastewater assets respectively. This impact analysis will be factored into the asset
management strategy discussed in chapter 4 of this report.

3.3

Levels of Service Performance Measures

As mentioned above, using performance measures in the L.O.S. review can also be
helpful in measuring the Town’s goals and objectives when it comes to asset
management. The Town has tracked specific performance measures as part of the
Municipal Performance Measurement Program (M.P.M.P.) which the province has in
place as part of the annual Financial Information Return (F.I.R.) submission. The F.I.R.
provides the annual financial results of the Town, while the M.P.M.P. provides an
evaluation of the Town’s “performance”. The following table provides a summary of the
specific M.P.M.P.s relating to capital asset effectiveness.

Watson & Associates Economists Ltd.
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Table 3-2
Performance Measures Analysis
Historical Performance
Department

Assets

Performance Measure
Description

Fire

Buildings, Equipment,
Vehicles

Residential fire civilian injuries
per 1,000 persons

-

Fire

Buildings, Equipment,
Vehicles

Residential fire civilian fatalities
per 1,000 persons

Fire

Buildings, Equipment,
Vehicles

Police

2012

2013

2014

Goal

-

N/A

Minimize

-

-

N/A

Minimize

Number of residential structural
fires per 1,000 households

1.8650

3.2510

N/A

Minimize

Buildings, Equipment,
Vehicles

Total crime rate per 1,000
persons

101.582

77.3

N/A

Minimize

Transportation

Roads

Percentage of paved lane km
where condition is rated as
good to very good

79.10%

76.30%

N/A

Maximize

Transportation

Bridges & Culverts

Percentage of bridges &
culverts where condition is rated
as good to very good

82.60%

82.60%

N/A

Maximize

Transportation

Roads

Percentage of winter events
where response met or
exceeded local service levels

100.00%

100.00%

N/A

Maximize

Wastewater

Wastewater Mains

Number of wastewater main
backups per 100 KM of mains

7.4627

7.4627

N/A

Minimize

Wastewater

Buildings

Percentage of wastewater
estimated to have by-passed
treatment

0.00%

0.00%

N/A

Minimize

Water

Water mains

Weighted # days when a boil
water advisory was issued

-

-

N/A

Minimize

Water

Water mains

Number of water main breaks
per 100 km of pipe

4.7619

11.1111

N/A

Minimize

Solid Waste

Buildings, Vehicles

Number of complaints received
concerning garbage & recycling
collection

13.287

13.002

N/A

Minimize

Recreation & Culture

Buildings

Participant hours for recreation
programs per 1,000 persons

317.888

324.126

N/A

Maintain or
Increase

Library

Buildings

Total library uses per person

19.287

18.106

N/A

Maintain or
Increase

While the M.P.M.P. program is now optional, the Town has the option to continue to
monitor these performance measures for asset management purposes.
In addition to the performance measures outlined above, Table 3-3 outlines measures
specific to water, wastewater and storm assets from the National Water and
Wastewater Benchmarking Initiative (N.W.W.B.I.). Table 3-3 also outlines the Town’s
current position relative to each performance measure as well as targets for future
performance.
As the Town’s asset management plan evolves over time, new performance measures
can be introduced to further measure the L.O.S. being provided in each service area.

Watson & Associates Economists Ltd.
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Table 3-3
Water, Wastewater and Storm Specific Performance Measures
Recommended Levels Of Service for the Smith Falls Water and Wastewater Systems
Units

Category

Min
WATER
Hours of Storage
Cost of quality Monitoring
Cost of customer billing
Operating & purchase cost
water bill/resid connection
conservation costs
Watering restrictions
Consumption
Complaints
boil water days
Water pressure complaints
Breaks
Valves Cycled
Inoperable or leaking valves
Non revenue water
Hydrant Inspections
% inoperable hydrants
Service repairs
Unplanned interruptions
Capital reinvestment
Employees
Metering O&M
Metering FTE
O&M $
% mains cleaned
Hydrant O&M
Distr Turbidity
Coliform detect
Distr THM
Days at >90% capacity
WASTEWATER
sewage charges
Blocked sewers
Blocked sewer repeat
Sewer Cleaning
Sewer camera survey
Pump Station Failures
Emergency sewer repairs
capital reinvestment
Basement flooding
Blocked services
Sewer Overflows per year
O&M
Cost to clean
Complaints
WWTP Capital reinvestment
WWTP Utilized capacity
WWTP Out of compliance
BOD Discharge
WWTP Odor complaints
STORM WATER
Catchment Area
Sump cleaning
Sump clean cost
Employees
Reinvestment
MH inspections
reinvestment
Storm water Customer complaints

hours at average day flow
$/pers
$/customer
$/customer
250 m3/yr
$/pers
days/yr
L/pers*day
#/1000 pop
days*pers/total pers
#/1000 pers
#/100 km
%/yr
%
L/connexion day
%/yr
%
%/yr
#/100km*yr
%/yr
FTEs/100km
O&M$/# meters
FTE/1000 meters
$(000)/100 km

NWWBI (1)
Current Recommended
Avg
Max Smiths Falls

0
0
2.6
36
216
0
0
168
0.1
0
0.01
0
0
0
32
6
0
0.1
0
0
1.7
3.1
0.02
4.5
0
0
0.01
0
0
0

33
0.59
11.5
101
433
0.56
120
231
0.05
0
0.43
6.3
19
0.4
160
109
5.3
0.17
11
1.06
3
12.3
0.07
9.8
20
75
0.18
0
0.026
159

89
2.66
38.8
177
562
11.4
365
540
0
1.93
23.5
100
2.4
383
298
0.56
1.34

9.6

$587.88
0
386

11.4
100
395
100
0.010

41
6.5
63.6
0.22
7.7
108
168
0.73
13
0.1
7.7

<0.1%

$/250 m3
Median $400
#/100 km*yr
0
2.8 10.1
%/yr
0
4.4
50
%/yr
0
25
100
%/yr
0.05
7.4 42.4
# of station failures/pump stations
0
0
2.1
#/100 km
0
0.5
7.8
%/yr
0.01
0.34 1.24
#/1000 connexions
0
0.6 23.7
#/1000 connexions
0
38
2.3
#/100 km
0
0.19 3.45
$(000)/km
0.61
2.71 4.98
$/km
350 1155 4000
#/1000 population
0.1
3.5
16
0
31.4
0.6
%
38
99
73
% of regulated compliance
0
14
220
kg/capita
0
0.73 2.71
#/1000 population
0
0.33 0.792

$587.88
8.3

$/hydrant*yr
NTU
# days/yr
Avg mg/L

% of urban area
%/yr
$/cb
FETs/100km*yr
%/yr
%/yr
%
#/1000 poplation

0
1.1
14
0.9
0
0.2
0
0.3

6
28.4
23
1.3
0.14
5.1
0.15
1.4

57
105

0.31
0
0.09
0

3.0

<0.1%

1.1

<0.1%
66%

<0.1
75%

0.22
58
0.87
8.9

<0.1%

Remarks

25 Based on Provincial Guidelines
$0.60
$10.00
$75.75
Covered in Financial Plan
$0.40
0
250 Based on meter readings
0.04
0
0.33
4.73 total length is 61.4 km
100%
0.25%
120 Note 3
100.00%
2.00%
0.20%
8
1.75% Covered in Financial Plan
2.25
$9.23
0.07
7.35
20
$56.25
0.14
0
0.05 Note 2
0
Covered in Financial Plan
2.1
4.00%
19.00%
6.00%
0
0.38 Total length is 57.62 km
1.75% Covered in Financial Plan
0.45
28.5
0.05 Note 4
$2.04
$1,000.00
2.63
1.75% Covered in Asset Management Plan
75.00% Based on average day flows
10
0.55
0.25
75.00%
50.00%
$17.25
0.98
1.75% Covered in asset management Plan
60%
1.75% Covered in asset management Plan
1
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4. Asset Management Strategy
4.1

Scope and Process

The asset management strategy provides the recommended course of actions required
to move towards a sustainable asset funding position while delivering the expected
levels of service discussed in the previous chapter. The course of actions, when
combined together, form a long-term operating and capital forecast that includes:
a) Non-infrastructure solutions: reduce costs and/or extend expected useful life
estimates;
b) Maintenance activities: regularly scheduled activities to maintain existing useful
life levels, or repairs needed due to unplanned events;
c) Renewal/Rehabilitation: significant repairs or maintenance planned to increase
the useful life of assets;
d) Replacement/Disposal: complete disposal and replacement of assets, when
renewal or rehabilitation is no longer an option; and
e) Expansion: given planned growth or other expansion or due to the introduction of
new services.

4.2

Risk and Criticality Assessment

Priority (or criticality) identification becomes an important process during the asset
management strategy development. Priorities have been determined based on
assessment of the overall risk of asset failure, which is determined by looking at both
the probability of an asset failing, as well as the consequences of failure. As discussed
in chapter 3, moving to expected levels of service can result in both operating and
capital budget impacts over the 20-year forecast period. This has to be taken into
consideration, with the overall objective of reaching sustainable levels while mitigating
risk.

Watson & Associates Economists Ltd.
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The risk of an asset failing is defined by the following calculation:

Risk of Asset Failure = Probability of Failure X Consequence of Failure

Probability of failure has been linked to the condition assessment for each of the assets,
assuming that an asset with a condition rating of “Very Poor” would have am “Almost
Certain” probability of failure, while an asset with a condition rating of “Very Good”
would have a “Rare” probability of failure. Please refer to the following table:
Table 4-1
Probability of Failure Matrix

Condition Probability of
Rating
Failure
Very Poor Almost Certain
Poor
Likely
Average
Possible
Good
Unlikely
Very Good
Rare
Consequence of failure has been determined by examining each asset types
separately. Consequence refers to the impact on the Town if a particular asset were to
fail. Types of impacts include the following:


Cost Impacts: the cost of failure to the Town (i.e. capital replacement,
rehabilitation, fines and penalties, damages, etc.);




Social impacts: potential injury to residents or Town staff;
Environmental impacts: the impact of the asset failure on the environment;



Service delivery impacts: the impact of the asset failure on the Town’s ability
to provide services at desired levels; and

Watson & Associates Economists Ltd.
H:\Smiths Falls\2015 AM & W&WW Rate & OReg\Report - AMP\FINAL V4 September 13, 2016\Smiths Falls AM Plan Final v4 - Sept 2016 Update.docx

Page 4-3


Location impacts: the varying impact of asset failure based on the asset’s
location within the Town.

Each type of impact was discussed with Town staff. Consequence of failure was
determined by using the information contained in the specific asset databases for each
asset class. For example, the type of road (local, collector, arterial) plays a significant
role in establishing the consequence of failure for this asset class. For water and
wastewater mains, the pipe diameter plays a significant role. For assets that have
limited attributes available, professional judgement was used (please refer to the table
below). A consequence rating between “Insignificant” and “Significant” was established
for each asset.
Each type of impact was discussed with Town staff. Consequence of failure was
determined by using the information contained in Table 4-2 for each asset type. In
some cases, asset attribute data, such as the diameter of a pipe, a road type or the type
of sign played a role in determining consequence of failure.
Table 4-2
Consequence of Failure Matrix
Consequence of
Failure

Insignificant

Minor

Moderate

Major

Significant

Cost
Consequences

Other Consequences
Social

Environmental

Negligible or
Insignificant
No injury
No Impact
Cost
Small/Minor
ShortCost - within
Minor Injury
term/Minor
Budget
Impact - Fixable
Allocations.
Considerable
Cost - Requires
Medium-term
Moderate Injury
Revisions to
Impact - Fixable
Budget
Substantial
Cost - MultiLong-term
Major Injury
year Budget
Impact - Fixable
Impacts
Significant Cost
Long-term
- Difficult to
Serious Injury
Impact Recover
Permanent

Service
Delivery
No
Interruptions
Minor
Interruptions

Moderate
Interruptions

Significant
Interruptions
Major
Interruptions
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With both probability of failure and consequence of failure documented, total risk of
asset failure was determined using the matrix contained in Table 4-3. Total risk has
been classified under the following categories:




Extreme Risk (E): risk well beyond acceptable levels (red);
High Risk (H): risk beyond acceptable levels (orange);
Medium Risk (M): risk at acceptable levels, monitoring required to ensure risk
does not become high (yellow); and



Low Risk (L): risk at or below acceptable levels (green).
Table 4-3
Total Risk of Asset Failure Matrix

Risk Assessment Matrix
Probability of
Failure
Insignificant

Minor

Moderate

Major

Significant

Rare

L

L

M

M

H

Unlikely

L

M

M

M

H

Possible

L

M

M

H

E

Likely

M

M

H

H

E

Almost Certain

M

H

H

E

E

Risk levels can be reduced or mitigated through planned maintenance, rehabilitation
and/or replacement. An objective of this asset management plan is to reduce risk levels
where they are deemed to be too high, as well as ensure assets are maintained in a
way that maintains risk at acceptable levels.
Please refer to Appendix A (Technical Appendix 1) for the detailed risk assessment for
each of the Town’s capital assets. It is recommended that this risk assessment be
refined further by Town staff in the future.

4.3

Priority Identification

Through discussions with Town staff and review of the preliminary asset risk of failure
assessment, the following assets were identified as being priorities of the Town:
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Table 4-4
Project Priorities
Description
Bridges
Stone Arch Bridge (Beckwith Street)
Pedestrian Bridges N,C, S
Confederation Bridge
Roads
Lombard Street / Connecting Link
Foster St. Ogden - Victoria
Brockville St. - Alfred - Broadview
Gilroy - Lorne - Mackenzie
Rideau Ave- Cornelia - 20m s of Stephen
William St. E - Beckwith - Market
Lorne St. Queen - CPR
Alfred St. Lombard - Abbott
Catherine - Oak - Davidson
Condie Greig - McDonald
Jasper Ave. - Brockville/Beckwith - Elm
Beckwith St.- Chambers - Main
Beckwith St.-Main - Russell
Oak St. Brockville - Jasper
Beckwith St. Russell - Daniel
BeckwithSt. Daniel - Elmsley
Water Treatment Plant
Install Vacuum Priming - High Lift Pumps
Streaming Analyzer - TTM Monitoring
Install Chloramination
Replace Filter Media
Upgrade Zebra Mussel Controls
Reconfigure High Lift Pumping
E-RIS (Scada Reporting)
SCADA Computers
Water Tower Maintenance
Change Out Chlorine Scrubber Media
Water Distribution
Install Automatic Bleeders Phase 1
New Water Storage EA and Prelim Design
Install Automatic Bleeders Phase 2
New Water Storage
Foster St. Watermains
Lorne Street Watermains
Catherine - Oak - Davidson
Beckwith St.- Chambers - Main
Beckwith St.-Main - Russell
Beckwith St. Russell - Daniel
Beckwith St. Daniel - Elmsley
1 Ton Truck
Meter Reader

Area / Category

Total Risk

Planned Action

Bridge / Structure (OCIF) Extreme/High Included in short-term capital
Replacement
Extreme/High Included in short-term capital
Replacement
Extreme/High Included in short-term capital
Roads CC
Roads (SCF 2015)
Roads-preservation
Roads-preservation
Roads - preservation
Road -preservation
Reconstruction
Roads - preservation
Reconstruction
Roads -preservation
Roads -preservation
Reconstruction CC
Reconstruction CC
Roads- preservation
Reconstruction CC
Reconstruction CC

Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High

Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital

New
New
New
Replacement
New
New
Replacement
Replacement
Rehabilitation
Replacement

Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High

Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital

New
New
New
New
Replacement
Replacement
Reconstruction
Reconstruction CC
Reconstruction CC
Reconstruction CC
Reconstruction CC
Replacement

Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High

Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
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Table 4-4 (cont.)
Project Priorities
Description
Area / Category
Wastewater Collection and Storm Sewers
Foster Street
Replacement
Lorne Street Sanitary and Storm Sewers
Replacement/New
Catherine - Oak - Davidson
Reconstruction
Beckwith St.- Chambers - Main
Reconstruction CC
Beckwith St.-Main - Russell
Reconstruction CC
Beckwith St. Russell - Daniel
Reconstruction CC
Beckwith St. Daniel - Elmsley
Reconstruction CC
Wastewater Treatment Plant
Replace UV Disinfection System
Replacement
Replace Bar Screen
Replacement
Rebuild Filters
Rehabilitation
Rehabilitate Pelletizer
Rehabilitation
Replacement of Electrical (Eq. / PLC's)
Replacement
Tertiary Filters (South)
Rehabilitation
E-RIS (Scada Reporting)
Replacement
Sampler (Automatic)
Replacement
Belt Press Rollers
Replacement
Community Services
Town Square
New

Total Risk

Planned Action

Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High

Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital

Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High
Extreme/High

Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital
Included in short-term capital

Extreme/High Included in short-term capital

These priority assets are included in the short-term capital forecast.

4.4

Long-term Forecast

For many years, lifecycle costing has been used in the field of maintenance engineering
and to evaluate the advantages of using alternative materials in construction or
production design. The method has gained wider acceptance and has been used
recently in the management of capital assets. By definition, lifecycle costs are all the
costs which are incurred during the lifecycle of a capital asset, from the time it is
purchased or constructed, to the time it is taken out of service for disposal. The stages
which an asset goes through in its lifecycle are as follows:
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Figure 4-1
Asset Lifecycle Diagram
Purchase
Install
Commission
Operate
Maintain
Monitor

Investment Costs

Operating Costs

Throughout Life of Assets
To End of Useful Life

Removal / Decommission

Disposal Costs
Disposal

In defining the long-term forecast for the Town’s asset management strategy, costs
incurred through an asset’s lifecycle will be considered and documented.
Asset Replacement Analysis
In forecasting the Town’s asset replacement needs, comparisons were made between
the following scenarios:
Scenario 1: Replacement Forecast based on Current Levels of Service
Utilizing the asset inventory, year of installation and estimated service life (based on
current levels of service), the replacement of each asset was projected.
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Scenario 2: Replacement Forecast based on Expected Levels of Service
Utilizing the asset inventory, additional maintenance and rehabilitation was
introduced as part of the expected levels of service analysis. This resulted in the
deferral of some replacement needs over the forecast period. In an unlimited
funding scenario, this would be the preferred scenario.
Scenario 3: Replacement Forecast based on a “Phased-in Approach”
Given the results of Scenario 2 were financially unfeasible, Scenario 3 was created.
All rehabilitation and replacement needs identified in Scenario 2 were “phased-in”,
ensuring that all projects identified in Scenario 2 over a 20-year forecast are also
included in Scenario 3. This resulted in the deferral of capital projects so that annual
capital investments gradually increase over time. The specific projects to be
deferred should be based on Town staff discussions during budget deliberations,
taking into account the risk and criticality ratings for each asset.
Regarding the Town’s combined wastewater/storm mains, it has been assumed that the
replacement of these combined mains would result in separate wastewater and storm
mains.
Scenario 1: Replacement Forecast based on Current Levels of Service
The replacement forecast based on the Town’s asset inventory provides a snapshot of
assets at or nearing the end of their useful lives from a purely useful life vs. age
perspective.
Figures 4-2 to 4-4 below show the forecasts over a 10-year period, where approximately
$43 million (replacement cost) in tax supported capital assets, $4 million in water capital
assets and $640,000 in wastewater capital assets are showing as “immediate needs.”
For this scenario, this simply means that these assets have reached the end of their
stated useful lives. $76 million, $12 million and $7 million respectively for tax supported,
water and wastewater assets are shown for replacement over a 10 year forecast period.
Please refer to Appendix E (Technical Appendix 2) for charts and graphs depicting the
entire 20-year forecast for this scenario.
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Figure 4-2
10-Year Forecast
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Figure 4-3
10-Year Forecast

Water Assets
Scenario 1 - Based on Current Levels of Service
Future Replacement Cost (Inflated)

9,000,000
8,000,000
7,000,000
Equipment & Machinery

6,000,000
5,000,000
4,000,000

Vehicles

3,000,000
2,000,000

Facilities
1,000,000
Water Infrastructure
Year of Replacement

Watson & Associates Economists Ltd.
H:\Smiths Falls\2015 AM & W&WW Rate & OReg\Report - AMP\FINAL V4 September 13, 2016\Smiths Falls AM Plan Final v4 - Sept 2016 Update.docx

Page 4-10
Figure 4-4
10-Year Forecast

Wastewater Assets
Scenario 1 - Based on Current Levels of Service
Future Replacement Cost (Inflated)
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Scenario 2: Replacement Forecast based on Expected Levels of Service
The replacement forecast based on the Town’s asset inventory (adjusted for
maintenance and rehabilitation due to transitioning to expected levels of service),
provides a snapshot of rehabilitation and replacement needs over the forecast period.
Figures 4-5 to 4-7 below show the forecasts over a 10-year period, where approximately
$62 million (replacement cost) in tax supported capital assets, $12 million in water
capital assets and $8 million in wastewater capital assets are showing as replacement
and rehabilitation needs over a 10-year forecast period. While this is the preferred
scenario, given the Town’s current capital investment levels this scenario is financial
unfeasible.
Please refer to Appendix E (Technical Appendix 2) for charts and graphs depicting the
entire 20-year forecast for this scenario.
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Figure 4-5
10-Year Forecast

Tax Supported Assets
Scenario 2 - Based on Expected Levels of Service
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Figure 4-6
10-Year Forecast

Water Assets
Scenario 2 - Based on Expected Levels of Service
Future Replacement Cost (Inflated)
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Figure 4-7
10-Year Forecast

Wastewater Assets
Scenario 2 - Based on Expected Levels of Service
Future Replacement Cost (Inflated)
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Scenario 3: Replacement Forecast based on a “Phased-In” Approach
Within this scenario, projects that had been identified under Scenario 2 have been
distributed within a 20-year forecast period. This results in $45 million of tax supported
capital assets, $13 million in water capital assets and $13 million in wastewater capital
assets identified as replacement and rehabilitation needs over a 10 year forecast
period. Figures 4-8 to 4-10 show the 10-year forecasts under this scenario.
This is the recommended scenario for the Town, and should be reviewed and revised
as necessary by Town staff as part of annual budget deliberations. This scenario allows
for a gradual increase in capital investments over the forecast period, with Town staff
using the risk/priority rankings described in this chapter as a basis for selecting specific
project timing.
Please refer to Appendix E (Technical Appendix 2) for charts and graphs depicting the
entire 20-year forecast for this scenario.
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Figure 4-8
10-Year Forecast

Tax Supported Assets
Scenario 3 - Scenario 2 Revised (Phase in)
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Figure 4-9
10-Year Forecast

Water Assets
Scenario 3 - Scenario 2 Revised (Phase in)
Future Replacement Cost (Inflated)
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Figure 4-10
10-Year Forecast

Wastewater Assets
Scenario 3 - Scenario 2 Revised (Phase in)
Future Replacement Cost (Inflated)
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Maintenance, Non-Infrastructure Solutions, Renewal and Rehabilitation
For the recommended Scenario 3 to be feasible, the levels of service adjustments
discussed in Chapter 3 and Appendices F/G/H (Technical Appendix 2) are required in
conjunction with current levels of service amounts in order to effectively maintain and
rehabilitate the assets as needed. In addition, the rehabilitation program illustrated in
Scenario 2 contributes to the expected levels of service as well as the ability to defer
significant capital replacements.
The financing strategy discussed in the next Chapter will incorporate the levels of
service adjustments into the recommended financing analysis.

4.5

Procurement Methods

Section 270(1) of the Municipal Act, S.O. 2001, provides that municipalities (and local
boards) shall adopt and maintain policies with respect to its procurement of goods and
services. Procurement policies are developed to provide a framework to support open,
fair, transparent and accountable purchasing processes, and to ensure procurement
processes are consistently managed. Moreover, the establishment of a by-law adopting
the procurement policy provides a document which has the approval of Council, which
allows an opportunity for public debate.
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An effective procurement policy assists municipalities in identifying cost-effective
options for providing services, while at the same time reducing risk. Innovative project
management models, such as public-private partnerships (P3’s) or co-operative
purchasing, can help bring together expertise, resources and funding opportunities.
Where appropriate, bidders can be required to provide lifecycle costing for the products
and/or services being tendered. Lifecycle costs can include initial construction/
purchase price, plus operating costs for a contracted period of time. Incorporating a
lifecycle perspective in the procurement process can encourage effective asset
management in the time period following the initial capital investment.
In order to have an effective and efficient procurement program, especially related to
the purchase/construction of large capital assets, the procurement policy can include
clauses to protect the Town, as well as assist in receiving competitive responses.
Examples include:


Identification of the criteria used to determine the type of competitive process to
be followed (i.e. tender, R.F.P., R.F.Q.);




Identification of circumstances when Sole Sourcing, Negotiation, and/or In-House
Bids can be used;
Description of the methods to be used for advertising a competitive process;



Providing direction for purchasing in cases of emergency;



Providing direction for purchasing as part of a co-operative purchasing group;




Outlining any requirements related to bid deposits or other financial security;
Inclusion of a non-discrimination clause highlighting positions such as having a
‘no local preference’ policy;
Notification that any bid can be rejected by the Town;




Identification of reasons for terminating a contract with a supplier/contractor (i.e.
poor performance, unethical behaviour);



Identification of restrictions on the types and/or amounts of damages to which
bidders may be entitled, arising from their responding to a competitive process;
and



Requirement for bidders to supply proof of insurance and W.S.I.B.

As part of the continuous asset management update process, it is recommended that
the Town’s procurement policies and procedures be reviewed and compared against
procurement best practices to ensure resources are being allocated in an efficient
manner.
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5. Financing Strategy and Long-term
Financial Plan
5.1

Scope and Process

The financing strategy outlines the suggested financial approach to funding the
recommended asset management strategy outlined in Chapter 4, while utilizing the
Town’s existing budget structure. This section of the asset management plan includes:




Annual expenditure forecasts broken down by:
i.
Maintenance/non-infrastructure solutions;
ii.
Renewal/rehabilitation activities;
iii.
Replacement/disposal activities; and
iv.
Expansion activities.
Actual expenditures in the above named categories for the last 2 to 3 years;




A breakdown of annual funding/revenue by source;
Identification of the funding shortfall, including how the impact will be managed;
and



All key assumptions documented.

The long-term financing strategy forecast (including both expenditure and revenue
sources) was prepared, consistent with the Town’s departmental budget structure, so
that it can be used in conjunction with the annual budget process. Various financing
options, including taxation, reserves, reserve funds, debt, user fees and grants were
considered and discussed with Town staff during the process. Figure 5-1 provides a
visual representation of how various financing methods can be used for both initial asset
purchases, as well as asset replacements.
For the recommended asset management strategy scenario, a detailed twenty (20) year
plan was generated. The plan identifies specific maintenance solutions, renewal and
rehabilitation, replacement, and expansion activities required for the 20-year forecast
period as described in Chapter 4.
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Figure 5-1
Financing Methods of Lifecycle Costs
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Historical Results

Table 5-1 outlines the historical results for the Town, which includes operating (i.e.
maintenance) and capital (i.e. renewal/rehabilitation, replacement/disposal, and
expansion). All operating amounts shown are net of departmental revenues, and
water/wastewater operating sections are shown in red. Currently the Town prepares a
consolidated budget each year, comprising of taxation supported, water supported and
wastewater supported services. The capital funding includes the use of reserve/reserve
funds, gas tax funds, grants, debt as well as contributions from the operating budget to
fund capital.
A more detailed breakdown of historical results (operating and capital) can be found in
the Technical Appendix 2 sections: Appendix F (Tax supported), G (Water Supported)
and H (Wastewater Supported).
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Table 5-1
Historical Results
Operating and Capital
Historical Results

2014 Budget

2014 Actual

2015 Budget

TOTAL MAYOR & COUNCIL
TOTAL POLICE SERVICE
TOTAL LIBRARY SERVICE
TOTAL AIRPORT COMMISSION
TOTAL FIRE SERVICE
TOTAL ADMINISTRATION
TOTAL COUNTY SHARED SERVICES
TOTAL PARKS
TOTAL COMMUNITY FACILITIES
TOTAL HILLCREST CEMETERY
TOTAL CDC
TOTAL WTP
TOTAL WPCP
TOTAL WORKS & UTILITIES
TOTAL WATER DISTRIBUTION
TOTAL ADMINSTRATIVE SERVICES
TOTAL INFORMATION TECHNOLOGY
TOTAL PLANNING SERVICES
TOTAL BUILDING DEPT
TOTAL BY-LAW ENFORCEMENT
TOTAL ENVIRONMENTAL SERVICES
TOTAL COMMUNITY DEVELOPMENT
TOTAL TOURISM
TOTAL HISTORICAL SERVICES
SUBTOTAL

328,806
4,679,341
383,386
25,616
1,113,493
149,101
2,265,965
227,831
848,473
59,138
304,571
(266,796)
(73,339)
2,265,328
680,091
841,288
158,207
202,402
25,110
69,662
970,696
299,251
63,939
129,855
15,751,415

294,882
4,514,838
351,119
25,633
1,160,568
167,711
2,187,643
252,329
958,990
55,524
267,681
(281,733)
80,480
2,340,093
719,696
740,305
153,124
153,388
11,834
39,029
917,829
247,064
61,664
126,099
15,545,790

346,335
4,742,600
398,872
42,113
1,121,190
230,518
2,237,450
306,318
1,110,495
40,118
331,639
(399,868)
(15,484)
2,259,643
1,169,148
845,174
202,909
206,600
85,341
25,739
934,330
370,351
48,700
124,146
16,764,377

TOTAL CAPITAL BUDGET
TOTAL GENERAL BUDGET
SUBTOTAL

1,029,360
14,722,055
15,751,415

1,074,552
14,471,238
15,545,790

1,053,172
15,711,205
16,764,377

89,895

89,884

15,841,310

15,635,674

16,561,614

(12,115,684)
571,234
(524,860)
(3,772,000)
(15,841,310)

(12,097,893)
539,380
(533,817)
(3,746,107)
(15,838,437)

(12,822,900)
546,027
(569,768)
(3,714,973)
(16,561,614)

(0)

(202,763)

PRIOR YEAR DEFICIT/SURPLUS
TOTAL BUDGET
REVENUE
TAXATION LEVY
MISC TAX REVENUE
PILs
GRANTS
FINANCE - TOTAL REVENUE
DEFICIT/SURPLUS
CAPITAL SUMMARY
TAX SUPPORTED
WATER
WASTEWATER
TOTAL

791,561
61,999
175,800
1,029,360

839,180
61,999
173,373
1,074,552

(202,763)

0

924,554
16,681
111,937
1,053,172
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Table 5-2 outlines the historical maintenance for tax supported, water supported and
wastewater supported assets. All maintenance for assets were funded through taxation
revenue for tax supported assets, water rates for water related assets and wastewater
rates for wastewater related assets based on the Town’s budget structure.
Table 5-2
Historical Results
Maintenance Solutions
Tax Supported
Description
Asset Maintenance
Taxation Funding
Net Unfunded

Actual
2013
1,460,870
1,460,870
-

Actual
2014

Budget
2015

1,593,741
1,593,741
-

1,642,282
1,642,282
-

Actual
2014

Budget
2015

Water Rate Supported
Description
Asset Maintenance
Water Revenue
Net Unfunded

Actual
2013
139,120
139,120
-

223,697
223,697
-

Actual
2013

Actual
2014

671,142
671,142
-

Wastewater Rate Supported
Description
Asset Maintenance
Wastewater Revenue
Net Unfunded

5.3

417,008
417,008
-

429,178
429,178
-

Budget
2015
430,935
430,935
-

Financing Strategy

Tax Supported
Table 5-3 shows the tax supported expenditure forecast for maintenance, renewal/
rehabilitation, replacement and expansion for the first 10 years of the forecast. While
this summary only shows high level cost classifications, further detail (including the full
20-year forecast) can be obtained from Appendix F (Technical Appendix 2).
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Table 5-3
Tax Supported Expenditure Forecast Summary
Asset Lifecycle Costs

2016

2017

2018

2019

2020

Forecast
2021

2022

2023

2024

2025

Maintenance: Current Service Levels
Maintenance: LOS Adjustment
Total Asset Maintenance

1,666,916
29,435
1,696,351

1,691,920
60,783
1,752,703

1,717,299
82,609
1,799,907

1,743,058
30,780
1,773,838

1,769,204
31,241
1,800,445

1,795,742
31,710
1,827,452

1,822,678
65,481
1,888,159

1,850,018
88,993
1,939,011

1,877,769
33,158
1,910,927

1,905,935
45,261
1,951,196

Rehabilitation/Replacement
Total Replacement/Disposal

6,517,357
6,517,357

2,512,740
2,512,740

3,096,022
3,096,022

3,259,022
3,259,022

3,823,401
3,823,401

4,493,099
4,493,099

4,704,513
4,704,513

5,355,524
5,355,524

5,516,189
5,516,189

6,222,602
6,222,602

238,703
238,703

245,864
245,864

4,504,145

5,141,793

Expansion
Total Expansion (excl. Contributed)
Total

8,213,708

5,032,859

-

-

5,623,846

6,320,551

6,592,672

7,294,535

7,427,116

8,173,798

Items in Table 5-3 labelled as “L.O.S. Adjustment” refer to the levels of service analysis
discussed in Chapter 3. Expansion related costs refer to projects identified by Town
staff as new asset needs, due to growth or new services (please refer to Appendix F –
Technical Appendix 2).
Table 5-4 summarizes the recommended strategy to finance the asset related costs
identified in Table 5-3.
Table 5-4
Breakdown of Annual Tax Supported Funding (Revenue) by Source
Funding (Revenue) by Source
Taxation
Grants
Debentures
Gas Tax Reserve Funds
Capital Reserve Fund
Total

2016
1,696,351
3,338,334
1,118,413
2,060,610
8,213,708

Forecast
2021

2017

2018

2019

2020

1,752,703
288,472
500,000
545,920
1,417,050
4,504,145

1,799,907
407,288
900,000
571,915
1,462,682
5,141,793

1,773,838
613,765
300,000
571,915
1,773,342
5,032,859

1,800,445
613,765
300,000
571,915
2,337,721
5,623,846

1,827,452
613,765
500,000
571,915
2,807,419
6,320,551

2022
1,888,159
613,765
200,000
571,915
3,318,833
6,592,672

2023
1,939,011
613,765
200,000
571,915
3,969,844
7,294,535

2024
1,910,927
613,765
571,915
4,330,509
7,427,116

2025
1,951,196
613,765
571,915
5,036,922
8,173,798

These lifecycle costs are being recovered through several methods:


Taxation funding is suggested for all maintenance costs, as well as levels of
service adjustment related costs related to operations.



Debt financing is shown as required in years where significant capital needs are
identified.
Gas Tax and OCIF Formula Based Funding have been shown as a stable and
long-term funding source for eligible capital projects.





Grant funding is shown for grants that have been awarded to date.
The Town will be dependent upon maintaining healthy capital reserve funds in
order to provide the remainder of the required lifecycle funding over the forecast
period. This will require the Town to proactively increase amounts being
transferred to these capital reserves during the annual budget process.

Watson & Associates Economists Ltd.
H:\Smiths Falls\2015 AM & W&WW Rate & OReg\Report - AMP\FINAL V4 September 13, 2016\Smiths Falls AM Plan Final v4 - Sept 2016 Update.docx

Page 5-6
While the annual funding requirement may fluctuate, it is important for the Town to
implement a consistent, yet increasing annual investment in capital so that the excess
annual funds can accrue in capital reserve funds.
In order to fund the recommended asset requirements over the forecast period using
the Town’s own available funding sources (i.e. using taxation, gas tax/OCIF funding and
debentures), an increase in the Town’s taxation levy would be required for each year of
the forecast period (please see Table 5-5 below for details). This assumes that
operating related accounts within the Town’s budget will increase at 1.5% per year.
However, if other funding sources become available (i.e. grant funding) or if
maintenance and rehabilitation practices allow for the deferral of capital works or the
reduction of operating expenses, then the impact on the Town’s taxation levy would
decrease. Please refer to Table 5-5 below.
Table 5-5
Financing Strategy: Impact on Taxation
Impact on Taxation

2016 Impact

2017 to 2026

2027 to 2035

Annual Impact

Annual Impact

3.38%

2.37%

(includes 1.0%
anticipated
assessment
growth per year)

(includes 1.0%
anticipated
assessment growth
per year)

Impact on Taxation
Levy
(includes operating
adjustment of 1.5%
on all pure operating
accounts)

3.5%
(assessment
growth
equivalent), plus
0.50% additional
increase

With respect to the proportion of the above referenced taxation levy increases that are
attributed to operating needs versus capital needs, this fluctuates annually based on the
specific requirements each year. Operating needs, while inflated at 1.5% annually, also
change with debt payments either being added or being removed from the forecast.
When debt payments are being removed from a particular year, this allows the ability to
increase capital investments without significantly impacting taxation rates (by using the
budget room saved by eliminating debt payments to make additional contributions to
capital reserve funds). This is a philosophy used within the Town’s Asset Management
Plan. Year-to-year taxation levy increases, broken down between capital and operating
are shown in Table F-5 (Technical Appendix 2). The 10-year average (net of
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assessment growth) increase results in an annual operating increase of 0.7% and an
annual capital increase of 2.3%.
Water Supported
Table 5-6 shows the water expenditure forecast for maintenance, renewal/rehabilitation,
replacement/disposal and expansion for the first 10 years of the forecast. While this
summary only shows high level cost classifications, further detail (including the full 20year forecast) can be obtained from Appendix G (Technical Appendix 2).
Table 5-6
Water Expenditure Forecast Summary
Asset Lifecycle Costs

Forecast
2021

2016

2017

2018

2019

2020

Maintenance: Current Service Levels
Total Asset Maintenance

681,209
681,209

691,427
691,427

701,799
701,799

712,326
712,326

723,011
723,011

Rehabilitation/Replacement/Expansion
Total Replacement/Disposal

660,210
660,210

579,400
579,400

676,300
676,300

2,119,100
2,119,100

1,341,419

1,270,827

1,378,099

2,831,426

Total

2022

2023

2024

2025

733,856
733,856

744,864
744,864

756,036
756,036

767,377
767,377

778,888
778,888

2,504,000
2,504,000

912,500
912,500

1,074,200
1,074,200

1,244,700
1,244,700

1,424,500
1,424,500

1,613,900
1,613,900

3,227,011

1,646,356

1,819,064

2,000,736

2,191,877

2,392,788

L.O.S. Adjustments, referring to the levels of service analysis discussed in Chapter 3
are included above and detailed in Appendix G (Technical Appendix 2). Expansion
related costs are also shown in Appendix G (Technical Appendix 2). In addition, a
Water & Wastewater Rate Study was completed for the Town, and revised during the
asset management plan process.
Table 5-7 summarizes the recommended strategy to finance the asset related costs
identified in Table 5-6.
Table 5-7
Breakdown of Annual Water Funding (Revenue) by Source
Funding (Revenue) by Source
Water Revenue
Grants
Debentures
Capital Reserve Fund
Total

2016
681,209
140,000
520,210
1,341,419

2017
691,427
579,400
1,270,827

2018
701,799
676,300
1,378,099

2019
712,326
819,550
819,550
480,000
2,831,426

2020

Forecast
2021

723,011
844,150
844,150
815,700
3,227,011

733,856
912,500
1,646,356

2022
744,864
1,074,200
1,819,064

2023
756,036
1,244,700
2,000,736

2024
767,377
1,424,500
2,191,877

2025
778,888
1,613,900
2,392,788

These lifecycle costs are being recovered through several methods:


Water rate revenue is suggested for all maintenance costs, as well as levels of
service adjustment related costs related to operations.



Grant revenue is anticipated for the Water Storage project.

Watson & Associates Economists Ltd.
H:\Smiths Falls\2015 AM & W&WW Rate & OReg\Report - AMP\FINAL V4 September 13, 2016\Smiths Falls AM Plan Final v4 - Sept 2016 Update.docx

Page 5-8


Debt financing is shown as required in years where significant capital needs are
identified.



The Town will be dependent upon maintaining healthy capital reserve funds in
order to provide the remainder of the required lifecycle funding over the forecast
period. This will require the Town to proactively increase amounts being
transferred to these capital reserves during the annual budget process.

While the annual funding requirement may fluctuate, it is important for the Town to
implement a consistent, yet increasing annual investment in capital so that the excess
annual funds can accrue in capital reserve funds.
In order to fund the recommended asset requirements over the forecast period using
the Town’s own available funding sources (i.e. using water rate revenue and
debentures), an increase in revenue (i.e. combination of growth and rate increases) is
required. Table 5-8 below shows the recommendations from the Town’s Water &
Wastewater Rate Study. Recommended rate increases include an 8.5% increase to
consumptive rates in 2016 (now proposed for June 1, 2016), with consumptive rates
thereafter at approximately 7.0% per year. Base Charge rates are recommended to
increase at 7.0% per year.
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Table 5-8
Financing Strategy: Impact on Water Rates (Rate Study)
Description
Total Consumptive Water Billing Recovery
Total Consumption (m 3)
Scenario 3: Decreasing Block Rate
Constant Rate - Residential
Block 1 (Annual Cons. to 15,000 m 3) - Non-Residential
3

Block 2 (Annual Cons. above 15,000 m ) - Non-Residential
Annual Percentage Change - Residential
Annual Percentage Change - Block 1

2015

2016

2017

2018

2019

2020

2021

2023

2024

2025

807,207
862,400

865,314
864,000

929,315
867,200

998,036
870,400

1,071,825
873,600

1,151,054
876,800

1,236,123
880,000

1,327,461
883,200

1,425,529
886,400

1,530,823
889,600

1,643,873
892,800

n/a
n/a

0.911
1.205

0.975
1.291

1.043
1.382

1.117
1.480

1.195
1.586

1.278
1.698

1.368
1.819

1.464
1.948

1.566
2.086

1.676
2.234

n/a

0.800
8.5%
8.6%

0.840
7.0%
7.1%

0.882
7.0%
7.1%

0.926
7.0%
7.1%

0.972
7.0%
7.1%

1.021
7.0%
7.1%

1.072
7.0%
7.1%

1.126
7.0%
7.1%

1.182
7.0%
7.1%

1.241
7.0%
7.1%

5.0%

5.0%

5.0%

5.0%

5.0%

5.0%

5.0%

5.0%

5.0%

Annual Percentage Change - Block 2

n/a

Monthly Base Charge by Meter Size (Appl. to All Scenarios Above):
1" or less
1 ½"
2"
3"
4"
6"
8"
Monthly Per Unit Rate - Res w/ Comm:
Annual Percentage Change

Watson & Associates Economists Ltd.
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2016
33.68
75.81
113.69
170.54
255.81
383.72
575.57
17.91

2017
36.04
81.12
121.65
182.47
273.72
410.58
615.86
19.17
7.0%

2018
38.56
86.79
130.16
195.25
292.88
439.32
658.98
20.51
7.0%

2019
41.26
92.87
139.27
208.91
313.38
470.08
705.10
21.94
7.0%

2020
44.15
99.37
149.02
223.54
335.32
502.98
754.46
23.48
7.0%

2021
47.24
106.33
159.45
239.19
358.79
538.19
807.27
25.12
7.0%

2022

2022
50.55
113.77
170.61
255.93
383.90
575.87
863.78
26.88
7.0%

2023
54.09
121.73
182.56
273.84
410.78
616.18
924.25
28.76
7.0%

2024
57.87
130.25
195.34
293.01
439.53
659.31
988.94
30.78
7.0%

2025
61.93
139.37
209.01
313.52
470.30
705.46
1,058.17
32.93
7.0%
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However, if other funding sources become available (i.e. grant funding) or if
maintenance and rehabilitation practices allow for the deferral of capital works or the
reduction in operating costs, then the impact on Town water rates would decrease.
Wastewater Supported
Table 5-9 shows the wastewater expenditure forecast for maintenance,
renewal/rehabilitation, replacement/disposal and expansion for the first 10 years of the
forecast. While this summary only shows high level cost classifications, further detail
(including the full 20-year forecast) can be obtained from Appendix H (Technical
Appendix 2).
Table 5-9
Wastewater Expenditure Forecast Summary
Asset Lifecycle Costs

2016

2017

2018

2019

2020

Forecast
2021

2022

2023

2024

2025

Maintenance: Current Service Levels
Total Asset Maintenance

437,399
437,399

443,960
443,960

450,619
450,619

457,379
457,379

464,239
464,239

471,203
471,203

478,271
478,271

485,445
485,445

492,727
492,727

500,118
500,118

Replacement/Disposal/Expansion
Total Replacement/Disposal

565,953
565,953

789,700
789,700

498,500
498,500

746,700
746,700

759,700
759,700

1,149,400
1,149,400

1,353,000
1,353,000

2,090,400
2,090,400

2,512,000
2,512,000

2,957,000
2,957,000

1,003,352

1,233,660

949,119

1,204,079

1,223,939

1,620,603

1,831,271

2,575,845

3,004,727

3,457,118

Total

L.O.S. Adjustments, referring to the levels of service analysis discussed in Chapter 3
are included above and detailed in Appendix H (Technical Appendix 2). Expansion
related costs are also shown in Appendix H (Technical Appendix 2). In addition, a
Water & Wastewater Rate Study was completed for the Town, and revised during the
asset management plan process.
Table 5-10 summarizes the recommended strategy to finance the asset related costs
identified in Table 5-9.
Table 5-10
Breakdown of Annual Wastewater Funding (Revenue) by Source
Funding (Revenue) by Source
Wastewater Revenue
Grants
Debentures
Capital Reserve Fund
Total

2016
437,399
300,000
265,953
1,003,352

2017
443,960
250,000
539,700
1,233,660

2018
450,619
498,500
949,119

2019
457,379
746,700
1,204,079

2020

Forecast
2021

464,239
759,700
1,223,939

471,203
1,149,400
1,620,603

2022
478,271
1,353,000
1,831,271

2023
485,445
2,090,400
2,575,845

2024
492,727
2,512,000
3,004,727

2025
500,118
2,957,000
3,457,118

These lifecycle costs are being recovered through several methods:


Wastewater rate revenue is suggested for all maintenance costs, as well as
levels of service adjustment related costs related to operations.
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Debt financing is shown as required in years where significant capital needs are
identified.



The Town will be dependent upon maintaining healthy capital reserve funds in
order to provide the remainder of the required lifecycle funding over the forecast
period. This will require the Town to proactively increase amounts being
transferred to these capital reserves during the annual budget process.

While the annual funding requirement may fluctuate, it is important for the Town to
implement a consistent, yet increasing annual investment in capital so that the excess
annual funds can accrue in capital reserve funds.
In order to fund the recommended asset requirements over the forecast period using
the Town’s own available funding sources (i.e. using wastewater rate revenue and
debentures), an increase in revenue (i.e. combination of growth and rate increases) is
required. Table 5-11 below shows the recommendations from the Town’s Water &
Wastewater Rate Study. Recommended rate increases include an 9.5% increase to
consumptive rates in 2016 (now proposed for June 1, 2016), with consumptive rates
thereafter at approximately 8.0% per year. Base Charge rates are recommended to
increase at 8.0% per year.
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Table 5-11
Financing Strategy: Impact on Wastewater Rates (Rate Study)
Description
Total Consumptive Wastewater Billing Recovery

2015
n/a
862,400

Total Consumption (m 3)
Scenario 3: Decreasing Block Rate
Constant Rate - Residential
Block 1 (Annual Cons. to 15,000 m3) - Non-Residential
Block 2 (Annual Cons. above 15,000 m3) - Non-Residential
Annual Percentage Change - Residential
Annual Percentage Change - Block 1
Annual Percentage Change - Block 2

n/a
n/a
n/a

Monthly Base Charge by Meter Size (Appl. to Scenarios 2 & 3):
1" or less
1 ½"
2"
3"
4"
6"
8"
Monthly Per Unit Rate - Res w/ Comm
Annual Percentage Change

Watson & Associates Economists Ltd.
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2016
873,401
864,000

0.920
1.216
0.900
9.5%
9.6%
n/a
2016
34.00
76.52
114.75
172.13
258.20
387.31
580.95
18.08

2017
946,767
867,200

0.993
1.315
0.945
8.0%
8.1%
5.0%
2017
36.72
82.64
123.93
185.90
278.86
418.29
627.43
19.53
8.0%

2018
1,026,281
870,400

1.073
1.421
0.992
8.0%
8.1%
5.0%
2018
39.66
89.25
133.84
200.77
301.17
451.76
677.62
21.09
8.0%

2019
1,112,459
873,600

1.159
1.537
1.042
8.0%
8.1%
5.0%
2019
42.83
96.39
144.55
216.83
325.26
487.90
731.83
22.77
8.0%

2020
1,205,856
876,800

1.251
1.661
1.094
8.0%
8.1%
5.0%
2020
46.25
104.10
156.12
234.18
351.28
526.93
790.38
24.60
8.0%

2021
1,307,078
880,000

1.351
1.796
1.149
8.0%
8.1%
5.0%
2021
49.95
112.43
168.61
252.92
379.38
569.08
853.61
26.56
8.0%

2022
1,416,777
883,200

1.460
1.941
1.206
8.0%
8.1%
5.0%
2022
53.95
121.42
182.09
273.15
409.73
614.61
921.90
28.69
8.0%

2023
1,535,663
886,400

1.576
2.099
1.266
8.0%
8.1%
5.0%
2023
58.27
131.14
196.66
295.00
442.51
663.78
995.65
30.98
8.0%

2024
1,664,504
889,600

1.702
2.269
1.330
8.0%
8.1%
5.0%
2024
62.93
141.63
212.39
318.60
477.91
716.88
1,075.30
33.46
8.0%

2025
1,804,130
892,800

1.839
2.452
1.396
8.0%
8.1%
5.0%
2025
67.96
152.96
229.39
344.09
516.14
774.23
1,161.33
36.14
8.0%
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However, if other funding sources become available (i.e. grant funding) or if
maintenance and rehabilitation practices allow for the deferral of capital works or the
reduction in operating costs, then the impact on Town wastewater rates would
decrease.

5.4

Funding Shortfall

Assuming the Town maintains adequate capital reserve funds, the recommended asset
management strategy discussed in Chapter 4 will be fully funded. It is believed this can
be accomplished through each annual budget process. However, the recommended
asset management strategy does defer significant capital replacements, in comparison
to recommendations stated in Scenario 2 (see Chapter 4). In the event that certain
deferred replacements result in increased risks and/or projected asset failures, further
funding may be required to address the costs associated with accelerating replacement
timelines.
A fundamental approach to calculating the cost of using a capital asset and for the
provision of the revenue required when the time comes to retire and replace it is the
“sinking fund method.” This method first estimates the future value of the asset at the
time of replacement, by inflating the current value of the asset at an assumed annual
capital inflation rate. A calculation is then performed to determine annual contributions
which, when invested in a reserve fund, will grow with interest to a balance equal to the
future replacement cost. The contributions are calculated such that they also increase
annually with inflation. Under this approach, an annual capital investment amount is
calculated where funds are available for short-term needs while establishing a funding
plan for long-term needs. Annual contributions in excess of capital costs in a given year
would be transferred to a “capital replacement reserve fund” for future capital
replacement needs. This approach provides for a stable funding base, eliminating
variances in annual funding requirements, particularly in years when capital
replacement needs exceed typical capital levy funding. Please refer to Figure 5-2 for an
illustration of this method.
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Figure 5-2
Sinking Fund Method
$120,000 asset, 10 year life
On Dec. 31 of the 10th
year, balance in the
reserve fund is exactly
equal to the asset's
replacement cost.

$
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Year
Replacement Cost on Dec. 31

Beginning of Year Balance

Annual Contribution

Annual Interest Earned

This is the recommended approach to developing the optimal capital investment
amounts that feeds into the Financing Strategy and infrastructure funding deficit
calculation below.
Tax Supported
From a tax supported asset base perspective, the estimated annual sinking fund
requirement, based on using the calculations discussed above, is approximately $6.37
million (in 2016 dollars). Based on the Town’s 2015 budget, current annual capital
investment is approximately $1.0 million. This would provide a high level estimate of
the Town’s annual tax supported infrastructure funding deficit at $5.37 million (in 2016
dollars).
Water Supported
From a water asset base perspective, the estimated annual sinking fund requirement,
based on using the calculations discussed above, is approximately $2.09 million (in
2016 dollars). Based on the Town’s 2015 budget, current annual capital investment is
approximately $20,000. This would provide a high level estimate of the Town’s annual
water infrastructure funding deficit at $2.07 million (in 2016 dollars).
Wastewater Supported
From a wastewater asset base perspective, the estimated annual sinking fund
requirement, based on using the calculations discussed above, is approximately $1.68
Watson & Associates Economists Ltd.
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million (in 2016 dollars). Based on the Town’s 2015 budget, current annual capital
investment is approximately $120,000. This would provide a high level estimate of the
Town’s annual wastewater infrastructure funding deficit at $1.56 million (in 2016
dollars).
Improving the Annual Funding Deficit
Under the recommended financing strategy, the Town would be making proactive
attempts to mitigate these funding gaps over the forecast period. Please see Figures 53 to 5-5 below for a 10-year forecast of implementing this strategy for tax supported,
water and wastewater assets respectively. The blue portion of the graph outlines the
current capital investment amounts, increasing at inflation over the forecast period. The
red portion indicates the result of implementing recommended increases in available
funding sources (resulting in increases in capital investment annually). The green
represents optimal annual capital investment amounts (calculated as described above).
Please note “optimal” capital investment funding can come from a number of additional
sources, such as grants, donations, debt and other contributions. Please refer to
Appendices F (tax supported), G (water) and H (wastewater) for 20-year versions of
these graphs, indicating that if recommended annual funding levels are achieved, the
annual infrastructure funding gap would be eliminated during the 20-year forecast
period.
Figure 5-3
Tax Supported Assets
Annual Infrastructure Funding Gap Analysis
(Inflated)
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Figure 5-4
Water Supported Assets
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Figure 5-5
Wastewater Supported Assets
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To further mitigate the potential infrastructure funding deficit, the Town could consider:


Decreasing expected levels of service to make available capital funding;



Issuing debt for significant and/or unforeseen capital projects, in addition to the
debt recommended within this report, while staying within the Town’s debt
capacity limits (this would have the impact of spreading out the capital repayment
over a defined term);




Actively seeking out and applying for grants;
Consider approaching the development community for funding assistance with
respect to growth/expansion related projects;



Rate increases, where needed (i.e. taxation, user fees); or



Implementing net operating reductions or efficiencies. For example:
i.
Reduced operating costs to allow more capital investment.
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ii.

5.5

Increased departmental “own source revenue” (revenue generated
internally within the department). This can be done through a full cost of
service review of each department’s user fee rates (i.e. recreation, child
care, planning, fire, etc.). The full cost of service review would outline
calculated user fee rates that result in 100% cost recovery. This can be
used by Town staff and Council to determine appropriate user fee rates in
each area over the forecast period.

Financial Policies

Included with the asset management plan calculations are policies that are being
recommended to the Town to be implemented and used on a day-to-day basis. Below,
please find recommended policies in the following areas:


Self-Sustaining Funds




Reserves & Reserve Funds
Use of Debt Financing




Allocation of Annual Surplus
Tangible Capital Assets

5.5.1 Self-Sustaining Funds
Description

The Town’s current budget consists of tax supported services, water
supported services and wastewater supported services. These
three service areas are currently combined with “crosssubsidization” occurring between the areas (i.e. taxation is funding a
portion of water costs, and wastewater is funding a portion of storm
costs, which is a tax supported function). Best practices involve
treating tax supported services, water supported services and
wastewater supported services as three distinct and self-sustaining
budgets.

Policy

That the Town progress towards having three self-sustaining
budgets (as described above), where each service area has a
budget that balances to zero. This will be a long-term progression,
given that there are significant cross-subsidizations between the
services

Target

To have these funds self-sustaining by the end of the 20-year
forecast period of the asset management plan.
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5.5.2 Reserves and Reserve Funds
Description

The Town currently uses various reserves for both capital and
operating needs. Capital reserves are used on a limited basis
throughout the budget, primarily in the form of a “project carryover
reserve” that brings forward previous year’s projects that are not
complete.

Policy

That the Town establish and maintain the following “reserve funds”:


Tax Rate Stabilization Reserve Fund;



Tax Lifecycle Capital Reserve Fund;



Gas Tax Reserve Fund (already established);




Water Rate Stabilization Reserve Fund;
Water Lifecycle Capital Reserve Fund;




Wastewater Rate Stabilization Reserve Fund; and
Wastewater Lifecycle Capital Reserve Fund.

The use of reserve funds allows the accrual of interest earned on
reserve funds balances on an annual basis.
Target

The following tables outline the details of each reserve fund:
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Table 5-12
Tax Supported Reserve Fund Details
Tax Supported

Reserve Fund

Use of Reserve Fund

Sources of Funding

Target balance

Tax Rate Stabilization Reserve Fund

Funding for unusual or
unexpected expenses or
expense overages incurred that
were unbudgeted within the
50% of Tax Supported Operating
Town's tax supported operating Surpluses each year, up to the
budget. Can also be used as a Target balance. Interest earned
budgeted funding source for oneon reserve fund balances
time significant tax supported
annually. Initial funding to come
operating costs within the
from the reallocation of funds
budget. Also used to fund any
from the Town's existing
annual tax supported operating
"Working Capital Reserve"
deficits. Subject to Council
($1,500,000).
approval through the budget
process or through a report to
Council.

Tax Lifecycle Capital Reserve Fund

50% of Tax Supported Operating
Surpluses each year. This
percentage may increase when
Funding for the rehabilitation,
the Tax Rate Stabilization
replacement and expansion of Reserve Fund reaches it's target
Based on lifecycle "sinking fund"
tax supported capital assets, as balance. Proceeds from the sale
calculations within the Town's
identified within the capital
of tax supported capital assets
asset management plan.
budget and asset management (including land), unless a Council
plan.
approved staff report provides
alternate uses of these funds.
Interest earned on reserve fund
balances annually.

Gas Tax Reserve Fund

As indicated in the current AMO
Gas Tax Agreement. This
reserve fund has already been
established by the Town.

Federal Gas Tax Funding
received. Interest earned on
reserve fund balances annually.

20% of Current Taxation Levy

No target balance. Use of funds
as per the current AMO Gas Tax
Agreement.

Table 5-13
Water Reserve Fund Details
Water Supported

Water Rate Stabilization Reserve Fund

Water Lifecycle Capital Reserve Fund

Funding for unusual or
unexpected expenses or
expense overages incurred that
were unbudgeted within the
Town's water operating budget.
Can also be used as a budgeted
funding source for one-time
significant water operating costs
within the budget. Also used to
fund any annual water supported
operating deficits. Subject to
Council approval through the
budget process or through a
report to Council.

Funding for the rehabilitation,
replacement and expansion of
water supported capital assets,
as identified within the capital
budget and asset management
plan.

50% of Water Supported
Operating Surpluses each year,
up to the Target balance.
Interest earned on reserve fund
balances annually.

20% of Current Water Rate
Revenue (consumptive, base
charge, and other municipality
revenue).

50% of Water Supported
Operating Surpluses each year.
This percentage may increase
when the Water Rate
Stabilization Reserve Fund
reaches it's target balance.
Based on lifecycle "sinking fund"
Proceeds from the sale of water
calculations within the Town's
supported capital assets
asset management plan.
(including land), unless a Council
approved staff report provides
alternate uses of these funds.
Interest earned on reserve fund
balances annually.
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Table 5-14
Wastewater Reserve Fund Details
Wastewater Supported
Funding for unusual or
unexpected expenses or
expense overages incurred that
were unbudgeted within the
Town's Wastewater operating
budget. Can also be used as a
budgeted funding source for oneWastewater Rate Stabilization Reserve Fund
time significant Wastewater
operating costs within the
budget. Also used to fund any
annual wastewater supported
operating deficits. Subject to
Council approval through the
budget process or through a
report to Council.

Wastewater Lifecycle Capital Reserve Fund

Funding for the rehabilitation,
replacement and expansion of
Wastewater supported capital
assets, as identified within the
capital budget and asset
management plan.

50% of Wastewater Supported
20% of Current Wastewater Rate
Operating Surpluses each year,
Revenue (consumptive, base
up to the Target balance.
charge, and other municipality
Interest earned on reserve fund
revenue).
balances annually.

50% of Wastewater Supported
Operating Surpluses each year.
This percentage may increase
when the Wastewater Rate
Stabilization Reserve Fund
reaches it's target balance.
Based on lifecycle "sinking fund"
Proceeds from the sale of
calculations within the Town's
Wastewater supported capital
asset management plan.
assets (including land), unless a
Council approved staff report
provides alternate uses of these
funds. Interest earned on
reserve fund balances annually.

5.5.3 Use of Debt Financing
Description

Debt can be used as an effective source of capital funding when
significant capital projects are required that exceed other available
sources of financing. The use of debt allows the ability to spread out
the impact of capital financing over a period of time, allowing future
residents to share in the cost of particular capital projects. The
province enforces a debt repayment limit of 25% of Town revenues
(i.e. for 2016, the debt repayment limit is based on 2014 revenue
figures, resulting in 25% of revenues equating to $4.57 million). The
Town has an unofficial internal debt policy, not allowing total debt
payments to exceed $2 million annually.

Policy

That the Town continue to use debt as an effective source of capital
funding, as outlined within the asset management plan. While the
proposed use of debt remains well within the Town’s current
unofficial policy of $2 million maximum in debt payments annually, it
is recommended that an inflationary factor be built into this policy. It
is also recommended that the Town adopt a formal internal debt
capacity policy based on this section.
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Target

Table 5-15 below, based on the financing strategy outlined within
the asset management plan, indicates debt payment totals are not
expected to exceed the current (2016) level of $1.8 million. This
trend continues for the remaining 10 years of the forecast period.
By applying an inflationary factor of 1.5% to the current unofficial
internal debt capacity limit of $2 million, the limit would reach $2.29
million by 2025. This provides additional debt payment room for the
use of debt for any unforeseen capital projects that have not been
included within the asset management plan.
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Table 5-15
Debt Payment Forecast
2016

2017

2018

2019

Forecast
2020
2021

2022

2023

2024

2025

Existing Debt:
Police Service
Library Service
Fire Service
Community Facilities
Bylaw Enforcement
Community Development
Works & Utilities

192,873
24,801
93,613
410,514
9,929
13,907
169,652

192,882
24,801
93,613
361,801
9,929
13,907
11,150

192,882
24,801
93,613
361,747
9,929
13,907
11,150

192,882
24,801
93,613
361,747
9,929
13,907
11,150

192,882
24,801
93,613
361,747
9,929
13,907
11,150

192,882
24,801
93,613
361,747
9,929
13,907
11,150

192,882
24,801
93,613
361,747
9,929
13,907
11,150

192,882
24,801
93,613
361,747
9,929
13,907
11,150

192,882
16,534
93,613
341,648
6,619
9,271
11,150

192,882
93,613
301,344
11,150

Water Treatment Plant

593,345

593,345

593,345

593,345

593,345

593,345

593,345

593,345

593,345

593,345

Water Pollution Control Plant

312,176

312,176

225,407

139,115

139,115

139,115

139,115

139,115

139,115

139,115

10,301
22,075

36,791
10,301
40,470

103,014
10,301
40,470

125,089
70,605
40,470

147,164
132,719
40,470

183,954
132,719
40,470

198,671
132,719
40,470

213,387
132,719
40,470

213,387
132,719
40,470

1,645,979

1,614,343

1,594,274

1,676,653

1,760,841

1,797,632

1,812,349

1,790,754

1,718,025

2,030,000
384,021

2,060,000
445,657

2,091,000
496,726

2,122,000
445,347

2,154,000
393,159

2,186,000
388,368

2,219,000
406,651

2,252,000
461,246

2,286,000
567,975

Debt Payment Analysis - Principal & Interest

New Proposed Debt
Taxation
Water
Wastewater
Total
Current Internal Debt Capacity
Proposed Internal Debt Capacity (inflationary increases)
Under / (Over) Proposed Capacity
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As shown within the debt table above, existing debt payments will be
complete for some projects in 2025 (i.e. Library Services debt). It is
recommended that when this type of situation occurs (i.e. budget
savings due to the completion of debt payments), that the savings
be directed to the applicable Lifecycle Capital Reserve Fund. This
policy allows the ability for the Town to retain capital funding (as
debt funding is a form of capital funding) over the long term.
5.5.4 Allocation of Annual Surplus
Description

At the end of each year, the Town will be in a position where actual
revenues and expenses either exceed or do not exceed budgeted
amounts. This analysis determines the annual surplus for the year.
In the past, the annual surplus has been used as a funding source in
the subsequent year. This approach can result in fluctuating
impacts on the operating budget each year that can make balancing
the budget difficult.

Policy

That the Town continue to calculate the annual surplus each year,
however, break the surplus into a tax supported surplus, water
supported surplus, and wastewater supported surplus.

Target

Each surplus is to be used to fund various reserve funds, as
indicated above in section 5.5.2. In the event that a deficit is
calculated, the deficit is to be funded by a reserve fund, as indicated
above in section 5.2.

5.5.5 Tangible Capital Assets
Description

In 2009, every municipality in Canada was required to become
compliant with P.S.A.B. 3150. This section of the public sector
handbook requires municipalities to keep a record of all tangible
capital assets owned as well as calculate annual amortization on
those assets.

Policy

In 2009, the Town introduced By-Law no. 8264-2009 being a ByLaw to adopt a Tangible Capital Asset Policy. Based on a review of
this By-Law, recommended policies have been provided for the
Town’s consideration. Please refer to Appendix D for details.
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Target

5.6

It is recommended that the Town consider the P.S.A.B. 3150 policy
revisions outlined. Before revised policies are adopted by the Town,
it is recommended that the Town’s auditor review and approve them.

Police Services Sensitivity Analysis

As requested by Town staff, the following represents a sensitivity analysis of the Police
Services budget in relation to the total Town budget and the results of the asset
management plan.
A review of police services as recorded in 2014 municipal Financial Information Returns
(F.I.R.s) for similar municipalities was undertaken. The analysis included comparing the
Police Services net budget (expenses less own source revenues) to the number of
residents in each municipality as well as the number of police officers (as recorded on
the 2014 F.I.R.). Table 5-16 below indicates, that for 2014, Smiths Falls had the second
highest net police budget per capita among the municipalities surveyed, and the third
highest net police budget per police officer. For the police office calculation, a part time
officer was counted as 0.5 of a full time equivalent.
Table 5-16
Police Services Survey
Net Police
Budget per
Capita (2014
FIR)
Gananoque
Smiths Falls
Aylmer
Deep River
Owen Sound
Cobourg
Orangeville
Shelburne
Amherstburg

$
$
$
$
$
$
$
$
$

479
477
334
310
308
295
285
284
219

Rank
1
2
3
4
5
6
7
8
9

Net Police
Budget per
Officer (2014
FIR)
$
$
$
$
$
$
$
$
$

115,788
131,671
154,007
106,350
99,607
108,254
151,825
128,908
127,624

Rank
6
3
1
8
9
7
2
4
5

In reviewing the Smiths Falls budget for 2016 (as documented within the asset
management plan), Police Services represents approximately 37.8% of the Town’s net
operating levy (excluding the proposed transfer to capital reserve funds). Under the
recommendations of the asset management plan (which allows for 1.5% increases to all
net operating costs each year of the forecast period), that percentage changes as
follows over the 20-year forecast period:
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Table 5-17
Police Net Operating Increases
1.5% Police Net Operating Increases
Police Net Expenditure Budget
Anticipated Taxation Levy (Operating Only)
Police % of Operating Levy

2016
4,673,363
12,358,241
37.8%

2017
4,741,882
12,705,314
37.3%

2018
4,811,382
12,991,340
37.0%

2019
4,881,882
13,236,705
36.9%

2020
4,953,482
13,493,521
36.7%

2030
5,731,582
15,780,078
36.3%

2035
5,973,200
16,763,655
35.6%

A sensitivity analysis was performed on various increases to the net operating budget of
Smiths Falls Police Services. This analysis assumed that the rest of the Town’s net
operating costs would continue to increase at 1.5% annually. However, the Police
Services net budget is shown at annual increases of 2.0%, 3.0% and 4.0% annually.
This results in a more significant change to the calculation of the Police Services net
budget as a percentage of the overall Town net operating levy. Please see Table 5-18
below for details:
Table 5-18
Sensitivity Analysis: Police Net Operating Increases
2.0% Police Net Operating Increases
Police Net Expenditure Budget
Anticipated Taxation Levy (Operating Only)
Police % of Operating Levy

3.0% Police Net Operating Increases
Police Net Expenditure Budget
Anticipated Taxation Levy (Operating Only)
Police % of Operating Levy

4.0% Police Net Operating Increases
Police Net Expenditure Budget
Anticipated Taxation Levy (Operating Only)
Police % of Operating Levy

2016
4,673,363
12,358,241
37.8%

2016
4,673,363
12,358,241
37.8%

2016
4,673,363
12,358,241
37.8%

2017
4,764,682
12,728,114
37.4%

2017
4,810,282
12,773,714
37.7%

2017
4,855,982
12,819,414
37.9%

2018
4,857,782
13,037,740
37.3%

2018
4,951,382
13,131,340
37.7%

2018
5,045,782
13,225,740
38.2%

2019
4,952,782
13,307,605
37.2%

2019
5,096,682
13,451,505
37.9%

2019
5,243,282
13,598,105
38.6%

2020
5,049,682
13,589,721
37.2%

2020
5,246,382
13,786,421
38.1%

2020
5,448,682
13,988,721
39.0%

2030
6,131,782
16,180,278
37.9%

2030
7,013,182
17,061,678
41.1%

2030
8,013,082
18,061,578
44.4%

2035
6,565,600
17,356,055
37.8%

2035
7,920,000
18,710,455
42.3%

2035
9,532,700
20,323,155
46.9%

In conclusion, if the Police Services net operating budget were to increase at rates
exceeding the net operating increases of the rest of the Town services, the result would
be a gradual increase in the Police Services net operating budget as a percentage of
the overall Town net operating levy. In the situation where the Police Services net
operating budget increases at 4.0% per year (while the rest of the Town services
increase at 1.5% per year), the result is a Police Services net operating budget that
increases from 37.8% of the Town’s net operating levy in 2016 to approximately 46.9%
by 2035. Please note that any increase in net operating budgets exceeding 1.5% has
not been built into the asset management plan.
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From a dollar impact perspective, Table 5-19 below shows the impact of the Police
Services net operating budget increases on the overall anticipated Town operating levy.
Under the 1.5% net increase scenario, no impact to the Town’s planned operating levy
is shown as this net increase is already assumed over the forecast period within this
report. However, under the other 3 scenarios, the planned Town’s operating levy would
be underfunded in each year of the forecast period, reaching an underfunded amount of
$592,500, $1,946,800 and $3,559,500 in 2035 under the 2.0%, 3.0% and 4.0%
scenarios respectively. The annual underfunded amount would have to be evaluated as
part of the Town’s annual budget process with one (or both) of the following occurring:
1. Other Town departmental net operating budgets would have to decrease in order
of offset all (or a portion of) the underfunded amount created by Police Services;
and/or
2. Taxation levy increases above and beyond what are calculated within this report
would have to be considered.
Table 5-19
Police Net Operating Increases: Dollar Impact on Annual Operating Levy
Dollar Impact
1.5% Police Net
2.0% Police Net
3.0% Police Net
4.0% Police Net

2016
Operating Increases
Operating Increases
Operating Increases
Operating Increases

2017
-

22,800
68,400
114,100

2018
46,400
140,000
234,400

2019
70,900
214,800
361,400

2020
96,200
292,900
495,200

2030

2035

400,200
1,281,600
2,281,500

592,400
1,946,800
3,559,500
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6. Recommendations
6.1

Report Recommendations

The following recommendations have been provided for consideration by the Town:


That the Town of Smiths Falls Asset Management Plan be received and
approved by Council;



That consideration of this Asset Management Plan be made as part of the annual
budgeting process to ensure sufficient capital funds are available to fund capital
requirements;



That the policy recommendations outlined in Chapter 5, section 5.5 of the asset
management plan report be considered; and



That this Asset Management plan be updated as needed over time to reflect the
current priorities of the Town.

The current level of funding for asset replacement and renewal at the Town will not
sufficiently fund capital needs or close the infrastructure funding gap. As such, it is
recommended that the following additional recommendations be considered during the
annual budget process:


Initiation of “levels of service” (L.O.S.) strategies discussed in this report;



An increase in taxation as part of upcoming budget deliberations, dedicated to
capital, to be transferred to capital reserve funds;



Water and wastewater rate increases consistent with the calculations provided in
this report and in the recently completed Rate Study (2016 recommended
increases now proposed for a June 1, 2016 implementation); and



Consider the capital priorities identified within this report when applying for future
grants.

Substantial investment in capital needs will be required over the forecast period.
Through the recommendations provided above, proactive steps would be taken to
increase capital investment, as well as reduce the annual infrastructure funding gap for
these assets. Enhanced levels of service will assist in maintaining adequate asset
conditions, mitigate asset risk, as well as potentially defer capital needs within the
forecast period. In addition, the Town should pursue available capital grants, wherever
possible, to further reduce the infrastructure funding gap.
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Through the creation of this plan, Town staff have been provided with a model in which
amendments and revisions can be made as needed. It is anticipated that the final plan
adopted by Council will be monitored and updated frequently by Town staff as part of
the budget process, with refinements and specific recommendations being provided
with respect to the priority of each individual project.

6.2

Future Plan Updates and Enhancements

Through the process of preparing this Phase 2 Asset Management Plan for the Town of
Smiths Falls, asset management plan updates and enhancements have been identified
that will benefit the Town’s asset management processes (in terms of quality and
efficiency). They are as follows:
Single Asset Registry
Throughout this project, Town staff continued to provide asset data information for use
in the asset management plan from many data sources. It is believed that each
department has a good understanding of the physical assets that they manage,
however this information is organized in a format that is unique to that department. In
addition, each department seems to have their own asset identification numbering
system. This particularly becomes an issue when some assets are being shared
between departments and/or ownership is transferred from one department to another.
Having one Town consolidated all asset inventory is the first step in asset management
best practices. The project team did some work in trying to bring together a complete
asset inventory, but this was outside the scope of the project and there is much more
work that needs to be done, such as:


Consistent unique identifying number for each asset across all asset classes and
departments;



Ensure that Financial P.S.A.B. 3150 asset data/valuations and other financial
details/attributes are recorded to each asset (with totals agreeing to the Town’s
audited financial statements);





Ensure that all asset physical attributes are recorded;
Ensure asset condition is not only recorded but maintained for historic review
purposes;
Ability to link photos/drawings/reports to each appropriate asset; and



Ability to add comments to each asset.

The best way to handle an asset inventory of this kind is to have the data stored in a
spatial database. If a spatial database such as a Geographic Information System (GIS)
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is not possible then a database is the next best approach. If a database is not possible
then a spreadsheet format is the minimum level of organization, understanding that
spreadsheet formats can get easily corrupted and are difficult to maintain with
thousands of asset records.
A single asset registry will make certain that all departments within the Town are
working from the same source information, which will ensure that asset information is
updated and maintained more accurately and effectively going forward. A single asset
register will also improve inter-departmental communication with respect to Town assets
both from a capital improvement/replacement perspective and a levels of service
perspective.
Asset Management Software
Once a single asset registry is developed the next recommendation is for the Town to
load this data into an asset management software, which provides for User Login roles
and the ability to restrict or limit access. This means that each user would have the
ability to edit only those asset attributes that they are responsible for (e.g. Public Works
can edit road attributes but not facility attributes, and identified Finance users are the
only ones that can edit P.S.A.B. 3150 financial information, other users would be able to
view the financial P.S.A.B. 3150 data but would not be able to edit it, etc.). The system
should also be able to produce P.S.A.B. 3150 and other Financial reports as required
for the Town’s financial statements and F.I.R. Staff should be able to use the system to
help develop, update and maintain a true current Asset Capital Plan.
Engineering Condition Assessments
To better manage municipal assets it is critical to review each tangible capital asset’s
condition, which then reveals the asset’s remaining life for asset management
purposes. This needs to be assessed annually by Town staff, and for most assets
performed every five years by qualified third party engineers or asset specific experts.
Appendix D identifies the general asset type condition assessment recommendations.
The Town has completed specific asset type needs assessments, which have assisted
staff with their capital improvement/replacement plans. To update these more detailed
assessments for longer age type assets, it is recommended that follow-up third party
inspections be completed for only those assets that have exceeded one-third of their
Useful Life. This will provide the Town with a better understanding of when an
improvement should be applied to an asset to extend the life of that asset.
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Procurement Policy Review
As discussed in section 4.5, an effective procurement policy assists municipalities in
identifying cost-effective options for providing services, while at the same time reducing
risk. Having effective and efficient procurement policies can assist in obtaining
competitive tender prices, thus maximizing the use of capital dollars available each
year.
In order to have an effective and efficient procurement program, especially related to
the purchase/construction of large capital assets, the procurement policy can include
clauses to protect the Town, as well as assist in receiving competitive responses.
Examples include:


Identification of the criteria used to determine the type of competitive process to
be followed (i.e. tender, R.F.P., R.F.Q.);



Identification of circumstances when Sole Sourcing, Negotiation, and/or In-House
Bids can be used;



Description of the methods to be used for advertising a competitive process;




Providing direction for purchasing in cases of emergency;
Providing direction for purchasing as part of a co-operative purchasing group;




Outlining any requirements related to bid deposits or other financial security;
Inclusion of a non-discrimination clause highlighting positions such as having a
‘no local preference’ policy;
Notification that any bid can be rejected by the Town;




Identification of reasons for terminating a contract with a supplier/contractor (i.e.
poor performance, unethical behaviour);



Identification of restrictions on the types and/or amounts of damages to which
bidders may be entitled, arising from their responding to a competitive process;
and



Requirement for bidders to supply proof of insurance and W.S.I.B.

As part of the continuous asset management update process, it is recommended that
the Town’s procurement policies and procedures be reviewed and compared against
procurement best practices to ensure resources are being allocated in an efficient
manner.
Asset Management Plan Integration
The last asset management enhancement recommendation relates to asset
management integration within the Town’s day-to-day operations. Linking the plan to
existing documents like the Town’s budget, strategic plan, and asset inspection reports
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(i.e. bridge OSIM reports) provides mechanisms for ensuring the asset management
plan remains up to date. It also assists in making the update process more efficient.
Asset management planning is constantly evolving in Ontario municipalities, and
integration will assist in making it part of day-to-day operations.
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Appendix A - Detailed Asset Inventory
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Appendix A – Detailed Asset Inventory
Refer to Technical Appendix 1.
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Appendix B – State of Local Infrastructure
(Phase 2 Assets)
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Appendix B – State of Local Infrastructure
(Phase 2 Assets)
Overview
The following sections provide a brief overview of the Town’s Asset Management Plan
Phase 2 focus group of assets - Signage, Bridges, Buildings/Facilities, Vehicles and
Equipment. Key areas will highlight asset types within each of the focus groups,
financials for each group including replacement costs, expected remaining asset life and
useful life distribution for each group of assets.

Assets Included in Asset Management Plan
Table B-1 lists each of the Phase 2 asset groups including a subset of assets related to
each area. Included are the asset quantities and expected life. The expected life
identifies what the Town has been using and our recommended values based on
regular best practices maintenance of the assets. Table B-2 includes the Phase 2 asset
attributes as well as calculated information that aids in the decision making process,
such as: replacement costs, average remaining useful life, and weighted average
condition. This information gives a high level indication of the current state of the
Town’s Phase 2 assets and some insight into what could be expected into the future.
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Table B-1
Phase 2 Asset Quantity

Asset
Type
Bridges
Buildings

Subtype

Quantity
Sub-Group

Vehicular
Pedestrian
Substructure
Structure
Combustible
NonCombustible
Exterior
Masonry
Enclosure
Metal Siding
Vinyl / Other
Roof Shingle
Roof - Metal
Partitions &
Doors
Finishes
Fittings &
Elevator
Equipment
Other
Mechanical
HVAC
Pumps
Other
Electrical
Other
SCADA
Generator

Equipment
Signs
Vehicles
Cars
Light Trucks
Heavy
Trucks
Fire Trucks

Expected Life
Town

Recommended

6
4
23
19

65
65
50
50

65
65
75 - 100
50 - 75

24

50

75 - 100

4

50

75

3
5

50
50

50
40

5

15

15

5

15

40

22

10

40

22

10

10

5

25

30

22
29
4
22
22
2
3
105
1,831
18
20

10
10 - 25
10
10
50
10
10 - 15
10
8 - 10
8 - 10

40
15
20
40
75 - 100
5
15
10 - 40
15
10
10

10

15 - 20

15

5

20

20
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Table B-2
Asset Information
Weighted
Average
Condition

Asset Type

Bridges

Buildings

Equipment

Average
Remaining
Life

Risk

Vehicular

6.76

$16,056,121

48

2.16

Moderate

Pedestrian

5.58

$1,456,721

24

2.26

Moderate

Tax

7.40

$32,377,411

25

1.25

Low

8.38

$31,878,053

21

1.24

Low

Wastewater

6.16

$35,722,890

34

1.70

Low

Tax

5.54

$4,073,645

4

1.92

Low

Water

2.27

$55,667

3

2.58

Moderate

-

-

Water

*

Wastewater
Signs
Vehicles

Replacement
Cost

-

-

6.32

$534,195

6

1.80

Low

Tax

7.31

$5,434,277

11

1.90

Low

Water

3.26

$107,831

3

2.18

Moderate

Wastewater

8.00

$33,223

6

1.00

Low

7.12

$127,730,035

28

1.55

Low

Total
*Not

including the old Water
Treatment Plant

The condition value was calculated based on age, engineering report or staff qualitative
assessment of the asset on a scale from 1 to 10, where 1 is very poor condition and 10
is very good condition.
The low weighted average condition of the Water Equipment assets is mostly due to the
submersible pumps which have exceeded their expected useful life. This is one of the
asset types that should be reviewed to possibly assess a more appropriate useful life.
The project team’s recommended useful life is 20 years. Another potential reason may
be that the submersible pumps have been replaced and not recorded in an asset
inventory. The condition of this asset type was calculated based on the asset’s age.
The Town water operator should be able to provide even a qualitative assessment of
condition, which will then provide more confidence to what a remaining life might be.
Another low weighted condition value is for the Water Vehicles asset group. This is not
surprising as the practice in the past has been to pick up the old vehicles from the Fire
and Police Departments. This practice may provide a used vehicle for the Water
Department but it is critical that proper maintenance is carried out on these vehicles.
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On closer inspection the Town may find that the costs for maintaining these old vehicles
is costlier then purchasing newer vehicles when they need to be replaced.
As identified in Table B-2 all of the asset types are showing moderate to low asset risk
of failure. This is a high level indicator which indicates that the Town is investing in
Town assets well. However, the Town has an infrastructure deficit and needs to
develop a greatly improved financial reserve to cover the replacement costs of assets
when their service lives have been expired.
Figure B-1
Asset Distribution 2015 Replacement Cost

Figure B-1, shows the distribution of $128 million of replacement costs of the Phase 2
asset types. The main asset groupings are the Buildings and the Bridges which total
93% of the asset replacement costs. The Building assets are split into three funded
groups: Tax (26%), Water (25%), and Wastewater (28%). Clearly the Town has great
investments in facilities that provide services to the public. These building assets have
been identified with a good condition and remaining life of over 20 years.
Greater detail in the four high value asset groups is provided in the following subsections.
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Town Buildings and Components
This project undertook a desktop facility assessment to calculate a resultant Facility
Condition Index for each building. A facility summary report is provided in it’s entirety
including associated detailed spreadsheets. Table B-3 provides a summary of the
building assets. These assets have a replacement value of close to $100 million, which
is clearly a key asset type that the Town needs to maintain well.
Three facility groups have poor weighted conditions – Real Building, Airport Assets, and
Water Elevated Tower. The Real building is an old building and it is unsure how this
facility will best serve the public in the future. The airport assets are shared assets with
a neighbouring municipality. As noted above these facilities need to be more closely
inspected to ensure that they are maintained at an appropriate condition to provide
good service to the public.
The final poor conditioned asset is the Water Tower. This is concerning as this is an
important asset for the Town. Even though the risk of failure is low, it is recommended
that engineering inspection of this facility is completed to ensure a true condition
assessment and remaining life is identified.
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Table B-3
Town Buildings Summary
Building Name

Weighted
Replacement
Average
Cost
Condition

Average
Remaining
Life

Risk

Fire Station
Police Station
Library

7.64
9.75
6.77

$2,038,268
$2,221,213
$964,474

26
29
13

1.27
1.00
1.31

Low
Low
Low

Municipal Complex
Community Centre
Arena
Youth Centre Arena
Public Works Beckwith
Station Theatre
Kinsmen Pavilion
Seniors Activity
Centre
Child Development
Centre
Heritage House
Museum
Real Building
Public Works - Air
Care
Airport - assets *
18 Under $250,000
cost Facilities
Water - Treatment
Plant
- Spillway
- Elevated Tower
- Old Treatment
Storage
- Old Treatment
Plant
Water Pollution
Control Plant (8
Facilities)
Total

5.10

$3,017,526

8

1.75

Low

8.50

$10,186,004

28

1.04

Low

7.48

$5,975,552

31

1.19

Low

6.07

$819,319

22

1.50

Low

6.74
8.63

$1,205,099
$477,000

28
45

0.95
1.00

Low
Low

7.64

$505,000

34

1.21

Low

7.43

$719,000

30

1.21

Low

5.67

$957,042

11

1.73

Low

4.71

$344,000

9

1.29

Low

6.18

$733,000

28

1.55

Low

4.00

$629,158

11

2.00

Moderate

5.44

$1,585,756

28

1.56

Low

8.85

$28,035,060

22

1.18

Low

9.00
4.16

$661,052
$2,999,941

47
9

1.00
1.86

Low
Low

5.63

$182,000

37

1.59

Low

-

-

-

-

-

6.16

$35,722,890

34

1.70

Low

7.27

$99,978,354

27

1.40

Low

*

Town pays 70% shared with Montague (Town
portion shown)
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Bridges
The Town of Smiths Falls has six vehicular bridges and four pedestrian bridges, with a
total replacement cost of $17.5 million. The bridges are reviewed every two years in
accordance with the Ontario Structural Inspection Manual (OSIM). The last completed
OSIM report was completed in 2015, by Greer Galloway Inc. Engineers.
Table B-2 provides a summary of the $17.5 million replacement cost of bridge inventory
for the Town. Based on the condition the vehicular bridges have two times more life
remaining then the pedestrian bridges.
It should be noted that there are two high priority vehicular bridges identified in the
OSIM report, indicating that Confederation Drive bridge has already been closed, and
the Beckwith Street Stone Arch bridge has serious undermining of the north footing.
The Confederation Drive bridge condition index (BCI) is identified as 4.7 (scaled from 110), which on value would suggest that the bridge may only require an improvement.
However, due to severe localized corrosion the engineer inspection deemed the bridge
unsafe and had it closed.
Beckwith Street Stone Arch bridge has a relatively high BCI of 7.2 (scaled 1 – 10),
which can indicate a good structure, however the north footing of this bridge is seriously
undermined and requires immediate rehabilitation. Risk defined by the Probability of
Failure and the Consequence of Failure and making use of the bridge condition
calculates a relatively low risk value. However, based on the identified bridge
undermined footing and the annual average daily traffic count of 26,248 vehicles, makes
us over-ride the model calculated risk of failure and identify this bridge as extreme high
risk and priority.
Three of the pedestrian bridges are closed due to the advanced state of deterioration.
The OSIM report recommends that the Town review the importance of these bridges to
the park and trail strategy before investing in the rehabilitation and/or reconstruction of
these pedestrian bridges.

Signage
The Town sign inventory was developed from Town staff identifying the reflectivity of
each sign as required for compliance with Regulation 239/02, the Minimum
Maintenance Standards for Roads. The Town used the Ontario Good Roads
Association approved method of having a person view the signs while driving in the
evening which resulted in the reflectivity approximation of over 1,800 signs (see Table
Watson & Associates Economists Ltd.
H:\Smiths Falls\2015 AM & W&WW Rate & OReg\Report - AMP\FINAL V4 September 13, 2016\Smiths Falls AM Plan Final v4 - Sept 2016 Update.docx

Page B-9
B-4). There was no historic information as to year of installation so an approximation
based on the reflectivity of the sign was used to estimate the year of installation.
Table B-4
Sign Reflectivity & Replacement Estimation
Reflectivity Value

Sign Replacement
(Years)

1

Now

2

1

3

2

4

3-8

5

9 - 15

It is recommended that the Town keep track of when they replace their signs, which will
also help in defining an appropriate useful life of signs for the Town.

Vehicles and Equipment
The Town maintains it’s vehicles and equipment very well. This is potentially due to
staff’s regular hands-on use of these assets. When assets (like vehicles and
equipment) are used regularly the end users want to ensure that they are maintained to
their manufacturers specifications. As such the vehicles and equipment are serviced
regularly.
As noted above in Table B-2 the Water Vehicles have poor conditions due to their age
and that they have exceeded their useful life. These assets were handed down from
mostly Fire or Police departments. Key evidence that the Town maintains their vehicles
well to even consider this transfer of asset.
The Water Equipment assets also show poor condition although this is not a risk to the
Town because of multiple pumps and the redundancy of some of the water system
processes.
One area that we recommend that the Town make changes is in how their diesel
generators are serviced. Currently these important equipment assets are serviced by
different providers and there could be some cost benefit to consolidating this
maintenance activity with one service provider. Once again having one consolidated
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asset inventory that all departments work from will assist in cross department
discussions and improved services.
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Appendix C – Phase 1 Asset Management
Plan Report
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Appendix C – Phase 1 Asset Management
Plan Report
Refer to Phase 1 Report by The Greer Galloway Group Inc.:
Smiths Falls Comprehensive Asset Management Plan Report, March 2014.
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Appendix D – Asset Data & Condition
Assessment Guidelines
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Appendix D – Asset Data & Condition
Assessment Guidelines
D.1 Data Verification Guideline
1. The main source of asset data updating and editing will be though the Town’s
P.S.A.B. 3150 compliance procedures.
2. Asset additions, disposals, betterments, and write-offs will be recorded based on
the Town’s P.S.A.B. 3150 Compliance Policies.
3. The consolidation of one asset inventory will ensure that these P.S.A.B. 3150
asset updates are also updates that are used from an asset management
perspective.
4. Verification of the correct treatment of asset revisions will be completed through
frequent annual reviews by the Town’s Treasurer (through discussions with
Operational staff) as well as an annual review by the Town’s external auditor.
5. During years in which condition assessments are not being performed, asset
replacement cost will be determined based on a combination of inflating previous
current values or through the use of the current year’s historical invoice data.
Where indices are being used, the Non-Residential Building Construction Price
Index (N.R.B.C.P.I.) shall be used for construction related assets (i.e. roads
related, storm, water, and facilities) and the Consumer Price Index (C.P.I.) shall
be used for all other assets (i.e. machinery and equipment, vehicles and land
improvements).

D.2 Condition Assessment Guideline
1. Condition assessments are recommended to be performed as outlined in Table
D-1 below. Condition assessments shall be performed by qualified individuals
(or companies) and shall include a review of the following:
I.

Current asset condition (consistent with the rating format used within this
report, unless Town staff stipulate a new format);
i. Identify any unusual wear from asset use that may hinder asset
performance and eventually reduce useful life.
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ii. Assess asset performance and identify (if any) capital
improvements that can be applied to extend the asset’s useful life
and/or bring the asset back to proper service levels.


Current asset replacement cost. This is to be based on replacing the
asset under current legislation/requirements using the Town’s
specifications. Consideration should be made for the type of asset that
will replace the existing asset, not just the value of the existing asset; and



Remaining service life, assuming current maintenance and usage levels.

The condition assessment process will continue to be guided by provincial legislation
and environmental regulations. The provisions provided above are not intended to
replace other required processes.
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Table D-1
Recommended Asset Condition/Needs Assessment
Asset
Type
Bridges

Subtype

Pedestrian
Culverts
Buildings Substructure
Structure
Exterior Enclosure

Sub-Group

Combustible
Non-Combustible
Masonry
Metal Siding
Vinyl Siding
Roof - Shingle
Roof - Metal

Partitions & Doors
Finishes
Fittings & Equipment Elevator
Other
Mechanical
HVAC (small)
HVAC (large)
Pumps
Other
Electrical
SCADA
Equip.
Signs
Vehicles Cars
Light Trucks
Heavy Trucks
Fire Trucks

Useful
Life
40-80
40-80
30
100
75
100
75
50
40
15
40
40
10
30
40
15
35
20
40
100
5
10
15
8
10
15
20

Condition Assessments
(Years Between Updates)
Staff Engineer/Specialist
1
2
1
2
1
2
1
20
1
20
1
20
1
20
1
15
1
10
1
5
1
10
1
10
1
5
1
1
1
10
1
5
1
5
1
2
1
10
1
20
1
1
1
5
1
1
1
1
1
1
1
1
1
1
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D.3 Asset Management Plan Assumptions
The following assumptions were made during the creation of the Town’s asset
management plan.
1. State of Local Infrastructure
a) All external reports and documentation containing data relating to capital
assets including condition data, replacement cost, age, etc., where available,
have been utilized.
b) Indexing: When inflating an asset value to current replacement value, the
Non-Residential Building Construction Price Index (N.R.B.C.P.I.) was used for
Roads, Sidewalks, Water and Wastewater related assets. The Consumer
Price Index (C.P.I.) was used for Machinery and Equipment, Vehicles and
Land Improvements.
c) In order to establish an initial condition assessment for some assets,
calculations were performed to link condition to asset age. This was done in
order to establish condition ratings for this report and it is recommended that
the Town follow the “Condition Assessment Guideline” (shown above) in the
future to increase the accuracy of the asset data.
2. Asset Management Strategy
a) Capital inflation rate will be assumed to be 3.0% annually.
b) Operating budget inflation rate will be assumed to be 1.5% annually.
c) Regarding operating expenses included in the Town’s current budget, it is
assumed that they will increase at an operating inflation rate annually, unless
staff have provided alternative impacts.
d) When any existing debenture payments are complete (if applicable), annual
budget savings created through removing these payments have been
dedicated to capital.
3. Financing Strategy
a) Taxation assessment growth is assumed to be 1.0% annually (except for
2016, which is based on actual assessment growth).
Watson & Associates Economists Ltd.
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b) Gas tax and OCIF Formula Based Funding revenue have been identified as a
funding source for the purposes of this analysis (i.e. for asset replacement
purposes), and has been assumed to continue throughout the forecast period.
c) Interest rate earned on a Capital Replacement Reserve Fund will be 2.0%
annually.
d) In the case where debt financing is needed, the model assumed debt terms of
20 years at 4.0% annual interest.
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February 1, 2016
Town of Smiths Falls
77 Beckwith St. N
Smiths Falls Ontario K7A 4T6
Re:

Smiths Falls Asset Management Plan
Background Information for Development of Facilities Asset
Management Strategy Project No.: 300037776.0000

In accordance with our proposal of August 14, 2016, this letter is to summarize the
assumptions and methodology used by Burnside in preparing the spreadsheet which
will assist the Watson Project Team and the Town of Smiths Falls in developing a
Facilities Asset Management Strategy.
A total of 43 facilities were identified as requiring an opinion of remaining life and
replacement cost. Of the 43 facilities, 25 were categorized as “small” facilities while 18
were categorized as “large”. The small facilities were those with an estimated 2015
replacement cost below
$250,000, as estimated in figures provided by the Town staff. For the purposes of
capitalization, these facilities were evaluated using a ‘whole asset approach’, and did
not include a breakdown of component costs. The large facilities were those with an
estimated 2015 replacement cost greater than $250,000, as estimated in figures
provided by the Town staff. For the purposes of capitalization, these facilities were
evaluated using a “component approach”, which included a breakdown of component
costs.
The scope of work did not include a site visit to each facility, and drawings of the
facilities were not available for review. As such, our opinion of replacement cost was
based solely on background documentation and information provided by the Town.
The following is a description of the procedure we used for assigning “Component
Description”, “Year of Acquisition”, “Condition Rating”, “Average Life Expectancy”,
“Adjustment for Condition Rating”, “Remaining Life”, “% of Total Building Replacement
Cost”, and “Component Replacement Cost” to each facility or component thereof.
Watson & Associates Economists Ltd.
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1)

Component Description

Large facilities (with the exception of the Water Tower) were broken down into 8 typical
(7 for Water Treatment Plant (WTP) and Water Pollution Control Plant (WPCP))
component groups, similar to the breakdown of gross building costs presented in
“Hanscomb’s Yardsticks for Costing, 2007”. A description of typical sub-components
contained within each component group is listed in Table D-2 below. Specific subcomponents were included only if they were described in some form in the municipal
records or information provided by the Town.
Site Works and Furnishings were not included for any of the facilities in this desktop
facilities assessment.
Table D-2 – Typical Component Groups and Sub-Components
Component Group
Typical Sub-Components
Substructure*
Structure*
Exterior Enclosure
Partitions and Doors
Finishes

Building Foundation
Loadbearing Walls, Floor and Roof Framing, Insulation
Exterior Cladding/Veneer, Roof, and Exterior
Windows/Doors
Interior
Non-Loadbearing Walls and Doors
Wall, Ceiling, and Floor Finishes
Vertical Transportation, Appliances, Millwork,
Fittings and Equipment
Washrooms, and Process Equipment (pumps, filters,
blowers, etc.)
Heating,
Ventilating, and Air Conditioning (HVAC),
Mechanical
Plumbing, and Refrigeration Plants
Electrical
Service, Wiring, Lighting, Back-up Power, and
*For the WTP and WPCP, Substructure
and Structure were combined into a single component group.
Communications
2)

Year of Acquisition

The year of acquisition for a whole facility is considered to be the year the facility was
constructed. Information on the year of construction of each facility was obtained from
municipal records or confirmed through research of the history a facility where municipal
records contained inadequate information.
The year of acquisition for a group of components or individual component of a facility is
considered to be the year of construction or most recent year of replacement.
Information on the year of construction or replacement for components or groups of
components of large facilities was obtained from municipal records, or assumed based
upon the age of the facility, the average life expectancy of the component, and the
assumed or known condition rating.
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3)

Condition Rating

A rating system consisting of five categories is presented in Table D-3 below, and was
utilized in order to provide a general description of the condition of each facility or
component thereof as compared with the average life expectancy of that facility or
component.
Table D-3 – Condition Ratings
Condition Rating
Percent of
Average Life
Expectancy
Remaining

Very
Good
81 to
100%

Good
61 to 80%

Fair
41 to 60%

Poor
21 to 40%

Very
Poor
0 to 20%

Condition ratings for individual components or groups of components of larger facilities
were provided by the Town, or assumed based on age and average life expectancy
where no rating was provided. In cases where no information was provided by the
Town and the assumed age of the component would exceed the average life
expectancy for that component, no condition rating was assigned (these items are
demarked with an asterisk (*) under Condition Rating).
4)

Average Life Expectancy

The average life expectancy of whole facilities or components thereof represents our
professional opinion on the length of time that the building, group of components, or
individual component can be expected to serve its intended purpose before requiring
major renovation, repair, or replacement.
The average life expectancy for facilities as a whole was estimated as follows:
a) For large buildings and heated small buildings,
 75 years for combustible structures (i.e. wood frame); and
 100 years for non-combustible structures (i.e. steel, concrete, masonry)
b) For unheated small buildings,


35 years for combustible structures; and

 50 years for non-combustible structures
c) For all other facilities (non-buildings)



75 years for the Water Tower
50 years for Tennis Courts, Basketball Courts etc.
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The average life expectancy of individual components and group of components was
based on:
a) Our professional opinion based on past experience with performance of similar
components subject to similar use (in cases where a component was relatively
new)
b) Average life expectancy as estimated in the CMHC Research Report entitled
“Service Life of Multi-Unit Residential Building Elements and Equipment”.
5)

Adjustment for Condition Rating

The condition rating of a component affects the calculation of the Remaining Life of that
component in the following ways:
a) If a condition rating for the component was not provided by the Town (i.e.
condition rating is assumed or left unassigned) the Remaining Life was adjusted
by 0 years.
b) If a condition rating for the component was provided by the Town that is better or
worse than the condition rating that would be anticipated based upon the age
and average life expectancy for that component, the remaining life was adjusted
to reflect the Condition Rating provided by the Town.
c) If a condition rating for the component was provided by the Town that is similar to
what would be anticipated based upon the age and average life expectancy for
that component, the remaining life was adjusted by 0 years.
6)

Remaining Life

The Remaining Life (in years) of a facility or component was calculated as follows:
=

LAVG – Age + ACR

LAVG

=

Average Life Expectancy

Age

=

2015 – Year of Acquisition

ACR

=

Adjustment for Condition Rating

Remaining Life
where

7)

Percent of Total Building Replacement Cost

The percentage of the total building cost attributed to each of the 8 typical component
groups is based on the average percentages provided in “Hanscomb’s Yardsticks for
Costing, 2007”. The percentages differ based on the type of facility (For example, a
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Police Department and Skating Rink will have different distributions of gross building
costs).
For the WTP and WPCP process facilities the percentage of total building cost
attributed to each of the component groups was estimated based on our engineering
judgement.
8)

Component Replacement Cost
a) The building replacement cost for small facilities was determined based on the
2015 replacement cost shown in the municipal records provided by the Town.
b) The Opinion of Cost for Total Building Replacement (Not Including Demolition)
for large facilities (with the exception of the water tower, library, and Heritage
House museum) was determined based on average square foot costs provided
in “RS Means Facilities Construction Cost Data, 2009”, with a city cost index of
10.6% applied for the Ottawa region, and an inflation factor of 19.4% to reflect
estimated annual inflation of 3% per year. The square footage of each facility
was determined from information provided by the Town, or estimated from the
Leeds-Grenville online GIS system where information was not provided.
c) The replacement cost for each of the eight typical component groups was
determined as a percentage of the total building replacement cost.
d) The replacement cost for individual components was determined in a number of
ways. Where historic costs were provided by the Town, those costs were inflated
at 3% per year to 2015 values. Where no historic cost information was provided,
costs were based on the known (provided by the Town) or estimated quantities of
that item.
e) Where an individual component was broken out of a typical component group,
the item “All other components” was also included within that group (For
example, information may only have been provided for the roof of a building, and
therefore the Exterior Enclosure group would include the roof and “All other
components”). This item is reflective of the theoretical difference between the
replacement cost of the entire component group and the cost of replacing
individual components within that group.
f) The opinion of cost for complete demolition of a building was estimated based on
$0.50 per cubic foot, with the exception of the Arenas, WTP, and WPCP. The
arenas were estimated at $0.25 per cubic foot, and the WTP and WPCP facilities
were estimated at $0.75 per cubic foot. The opinion of cost for demolition of
small facilities has been included as a total value for all small facilities.
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9)

Facility Condition Index (FCI)

The Facility Condition Index or FCI is rating between 0 and 1 that assists in comparing
the relative condition of a group of facilities. The rating is calculated as the quotient of
all repair and replacement costs within the next 10 years for a facility divided by the
current replacement value of the facility:
Facility Condition Index (FCI)
where

=

C10 / T

C10

=

Total Repair Costs Anticipated in the
next 10 years

T

=

Opinion of Cost for Total Building
Replacement (Not Including
Demolition)

Table D-4 below summarizes the FCI of all facilities included within this scope of
work.
Total Repair Costs
Facility
FCI
Anticipated in the
next 10 years
$
182,000
Old WTP Storage Building
1.00
Thrift Store
1.00
$
344,000
Water Tower
0.99
$
2,949,667
Heritage House Museum
0.85
$
768,000
Library
0.77
$
569,000
Fire Department
0.70
$
1,427,000
Municipal Complex
0.59
$
1,836,000
VIA Station Theatre
0.52
$
592,000
Public Works Garage - Beckwith
0.49
$
296,000
Police Department
0.46
$
2,493,000
Small Buildings
0.42
$
962,556
Youth Centre Arena
0.40
$
2,041,000
WTP
0.13
$
3,696,441
Child Development Centre
0.09
$
67,000
Community Centre
0.08
$
721,000
WPCP
0.07
$
40,747,000
Public Works Garage - Air Care
0.07
$
52,000
Senior Centre
0.04
$
19,000
Kinsmen Pavillion
0.00
$
Rink of Dreams
0.00
$
-
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R.J. Burnside & Associates Limited

Arunas Kalinauskas
Asset Management Specialist
AK:tw
Enclosure(s)

Spreadsheets with Facility Data

Other than by the addressee, copying or distribution of this document, in whole or in part, is not permitted
without the express written consent of R.J. Burnside & Associates Limited.
In the preparation of the various instruments of service contained herein, R.J. Burnside & Associates
Limited was required to use and rely upon various sources of information (including but not limited to:
reports, data, drawings, observations) produced by parties other than R.J. Burnside & Associates Limited.
For its part R.J. Burnside & Associates Limited has proceeded based on the belief that the third
party/parties in question produced this documentation using accepted industry standards and best
practices and that all information was therefore accurate, correct and free of errors at the time of
consultation. As such, the comments, recommendations and materials presented in this instrument of
service reflect our best judgment in light of the information available at the time of preparation. R.J.
Burnside & Associates Limited, its employees, affiliates and subcontractors accept no liability for
inaccuracies or errors in the instruments of service provided to the client, arising from deficiencies in the
aforementioned third party materials and documents.
R.J. Burnside & Associates Limited makes no warranties, either express or implied, of merchantability
and fitness of the documents and other instruments of service for any purpose other than that specified
by the contract.
160124_Town of Smiths Falls_037776 ak
04/04/2016 3:18 PM
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D.4 Recommended P.S.A.B. 3150 Policies
Definitions
a) Assets are defined as economic resources within the control of the Town
resulting from past transactions or events and from which future economic
benefits may be obtained.
b) Amortization is the allocation of the cost (less the residual value) of a tangible
capital asset to operating periods as an expense over its useful life in a rational
and systematic manner appropriate to its nature and use. Amortization is also
commonly known as depreciation.
c) Betterment is a cost incurred which enhances the service potential of a tangible
capital asset. Such expenditures would be included in the tangible capital
asset’s cost. Service potential is enhanced for a non-complex network tangible
capital asset when costs are incurred to:
i.
extend its useful life;
ii.
increase its service capacity, or previously assessed physical output;
iii.
lower any operating costs associated with the tangible capital assets; or
iv.
improve the quality of the output from the tangible capital asset.
d) Capital Work-In-Progress is the cost of a municipality’s tangible capital assets
under construction, constructed or in an uncompleted process of acquisition and
that are not yet in service. Amortization is not applied to Capital Work-InProgress.
e) Capitalization Threshold is the value above which tangible capital assets are
capitalized and reported in the financial statements.
f) Contributed (Donated) Assets are tangible capital assets received at no or
nominal cost. The cost of a contributed tangible capital asset is considered to be
equal to its fair value at the date of contribution. Some examples would include a
transfer of tangible capital assets from a more senior level of government for no
cost; or the receipt of roads, streetlights and other infrastructure from a developer
as part of a subdivision agreement.
g) Equipment is defined as an apparatus, tool, device, machine, implement or
instrument utilized to facilitate a process, function or completion of a task.
Equipment also includes furniture and fixtures. It may be installed within a
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building, but could be moved and reinstalled at a different location, if required (it
is not permanently affixed to or integrated into the building or structure in which it
resides).
h) Facilities are all structures that provide shelter from the elements and that
function independent of an infrastructure network.
i) Fair Value is the amount for which an asset could be exchanged, or a liability
settled, between knowledgeable, willing parties in an arm’s length transaction
who are under no compulsion to act.
j) Historical Cost is the gross amount of consideration originally given up to
acquire, construct, develop or better a tangible capital asset, and includes all
costs directly attributable to the asset’s acquisition, construction, development or
betterment, including installing the asset at the location and in the condition
necessary for its intended use. Capital grants would not be netted against the
cost of the related tangible capital asset.
k) Infrastructure Assets are composed of linear assets and their associated specific
components. Some examples would include: Transportation Infrastructure
(Roads – including cycling lanes, bridges, tunnels, public transit rail line portion
only, drainage systems), Utilities (telephone, gas and electrical) and
Environmental Infrastructure (water delivery systems, waste water treatment,
storm drainage systems).
l) Intangible Capital Asset is a non-financial asset that has no substance, such as
copyrights, trademarks, patents and goodwill. Intangible capital assets are
separate and distinct from tangible capital assets.
m) Land is defined as real property in the form of a plot, lot or area. This includes all
expenditures made to acquire land and to ready it for use where the
improvements are considered permanent in nature and includes purchase price,
closing costs, grading, filling, draining and clearing, removal of old buildings (net
of salvage), assumption of liens or mortgages, and any additional land
improvements that have an indefinite life. Land is valued separately from
buildings which may be erected upon it.
n) Land Improvements consist of betterments, site preparation and site
improvements (other than buildings) that ready land for its intended use, and
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which generally decay or break down over time (i.e. have a defined useful life).
Examples include sports fields, trails and parking lots.
o) Linear Assets are assets generally constructed or arranged in a continuous and
connected network.
p) Maintenance describes expenditures incurred on a relatively continuous basis to
keep an asset operating at a level and quality that meets expected standards
originally intended by the manufacturer. Performance of regular maintenance
may also be required as part of the product warranty provided by the
manufacturer. Costs that do not increase the originally assessed useful life,
service capacity or quality of output of the asset will be expensed as incurred.
Specific maintenance costs to be expensed as incurred will be those related to
the regular maintenance of traffic signals and road line painting.
q) Nature (of an asset) is a description of the type of asset, its characteristics,
features and location.
r) Net Book Value of a tangible capital asset is its historical cost, less accumulated
amortization and the amount of write-downs, if applicable.
s) Non-Financial assets are defined as acquired, constructed or developed assets
that do not normally provide resources to discharge existing liabilities, but
instead:
i. are normally employed to deliver government services;
ii. may be consumed in the normal course of operations; and
iii. are not for sale in the normal course of operations. (PS 1000.42)
t) Pooled Tangible Capital Assets are homogenous in terms of their physical
characteristics, use and expected useful life. Pooled tangible capital assets are
amortized using a composite amortization rate based on the average useful life
of the different assets in a group.
u) Replacement Cost is the cost of replacing an asset with one that has
substantially the same functionality and capacity but has a different physical form
or uses the most common current technology.
v) Reproduction Cost is the cost of replacing an asset with a substantially similar
one, or the price of replacing an asset in its present physical form and utilizing
similar technology to the original asset.
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w) Residual Value is the estimated net realizable value of a tangible capital asset at
the end of its useful life to a local government. Also commonly referred to as
salvage value.
x) Tangible Capital Assets are defined as non-financial assets having physical
substance that:
i. are held for use in the production or supply of goods and services, for
rental to others, for administrative purposes or for the development,
construction, maintenance or repair of other tangible capital assets;
ii. have useful economic lives extending beyond an accounting period;
iii. are used on a continuing basis; and
iv. are not for resale in the ordinary course of operations. (PS 3150.05)
y) Useful Life is the estimate of either the period over which a local government
expects to use a tangible capital asset, or the number of production or similar
units that it can obtain from the tangible capital asset. The life of a tangible
capital asset may extend beyond its useful life. The life of a tangible capital
asset, other than land, is finite and is normally the shortest of the physical,
technological, commercial and legal life.
z) Vehicle is a means of transportation, usually having wheels, for transporting
persons or things or designed to be towed behind such an apparatus. Also
commonly referred to as “rolling stock.”
aa) Write-Down is a reduction in the cost of a tangible capital asset to reflect the
decline in the asset’s value due to a permanent impairment.
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Asset Hierarchies
a) Asset hierarchies are to be used in developing and maintaining the inventory
listing. The hierarchy identifies multiple “aggregation levels” which allow the
inventory data to be consolidated to assist the Town with multiple initiatives (e.g.
PSAB Financial Reporting, Financial Information Return Reporting, Budgeting
and Financial Planning, and Asset Management).
b) The asset hierarchies can be categorized into multiple aggregation levels such
as:
i.

ii.

iii.

AGGREGATION LEVEL (ASSET CODE) 1: By Asset Type – a category
of assets that are objectively similar in nature or function in a
municipality’s operations. This categorization is required for disclosure
purposes on the annual audited financial statements. A summary of asset
types include:
 Land;



Land Improvements;
Equipment;




Vehicles (Rolling Stock);
Facilities; and



Infrastructure.

AGGREGATION LEVEL (ASSET CODE) 2: By FIR Category –
aggregation of assets by functional service areas, in which an asset is
used, with the annual Financial Information Return (FIR) as a reference for
categorization. This categorization is required to complete the Town’s
annual FIR. A summary of FIR categories used by the Town include:



General Government;
Protection Services;




Transportation Services;
Environmental Services;




Health Services;
Recreation and Culture; and



Planning and Development.

AGGREGATION LEVEL (ASSET CODE) 3: By Budget Area –
aggregation of assets by departmental service areas, in which an asset is
used, with the annual Financial Information Return (FIR) as a reference for
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categorization. This categorization assists the Town with internal
reporting and budgeting, as well as detailed breakdowns for the annual
FIR. Some examples of budget areas include:

iv.





Governance;
Corporate Management;
Fire;




Roadways;
Parks; and



Libraries.

AGGREGATION LEVEL (ASSET CODE) 4-9: By Asset Detail –
description of the specific asset being recorded. This categorization
provides for asset management-related detail which better informs asset
service life and capital planning. Some examples of asset detail include:
 Facility Roofing;



Local Gravel Roads;
Sidewalks;




Bridges;
Water Mains; and



Land Parcels.

Single Asset vs. Component Approach
a) Certain complex tangible capital assets consist of a number of significant
components. PSAB 3150 provides the option to record complex tangible capital
assets as “single assets” or to record each major component as a separate
asset.
b) Under the “single asset” approach, cost includes all components combined and
amortization is based on the average useful life of the entire asset. The
replacements of the individual components will be expensed as incurred, unless
they qualify as betterments to the entire single (whole) asset.
c) The component approach requires that the cost of each component be tracked,
and amortization is based on the expected useful life of each of the components.
The replacement of the individual components would be eligible to be capitalized.
d) The following approaches are proposed for identified complex tangible capital
assets of the Town:
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LIST COMPLEX ASSETS AND HOW THEY ARE BROKEN DOWN INTO
COMPONENTS.

Contributed or Donated Tangible Capital Assets
PSAB 3150 requires municipalities to record contributed (or donated) assets as tangible
capital assets. Examples of contributed tangible capital assets include:



A road constructed by a developer (usually as part of a developer agreement)
and contributed to the Town; and
Donated playground equipment.

The contribution/donation could be made up of an entire asset or a partial payment of
an asset.
Contributed tangible capital assets will be recorded as follows:
a) As assets of the Town;
b) The timing of the recording of the contributed tangible capital asset will be at the
date the Town takes ownership of the contributed assets;
c) If a development agreement is involved, ownership will be based on the terms
and conditions of the development agreement;
d) The cost will be considered to be equal to its fair value at the date of contribution.
i.
The Town will create and provide a spreadsheet that outlines the cost
breakdown required for both a Finance and Operational Department point
of view. As a condition of developer agreements, developers will be
required to complete this spreadsheet as required;
ii.
Fair value is to include “soft costs,” such as design, project management,
peer review, engineering and contingency fees. When these soft costs
are not available, the Town will calculate a reasonable percentage to
apply to construction/purchase costs;
iii.
When costing data is not available from the contributor, the Town will use
internal costing data to estimate asset fair value. This internal costing
data will be provided by the respective department involved and checked
by the Finance department; and
e) When the asset contribution date differs from the asset purchase, construction or
development date by more than one year, the cost of the asset will be discounted
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using relevant amortization rates in order to determine an accurate value at
contribution.

Leased Tangible Capital Assets
Certain leased assets are capital in nature and, therefore, qualify to be included in the
tangible capital asset listing, due to the specifications in the terms of the lease. All
leases that meet one of the following conditions (while exceeding the Town’s
capitalization thresholds) must be included in the tangible capital asset inventory in the
same manner as owned tangible capital assets:
a) The Town will own (or will likely own) the leased asset at the end of the term;
b) The lease term is most (i.e. over 75%) of the estimated useful life of the leased
asset; and/or
c) The current value of lease payments over the term of the lease is substantially all
(i.e. over 90%) of the fair value of the leased tangible capital asset.

Leasehold Improvements
In lease arrangements where the leased asset does not qualify to be included in the
tangible capital asset listing (i.e. operating lease), any modification to the leased asset
can be considered a leasehold improvement and capitalized for PSAB purposes, where
each of the following four criteria have been met:
a) Modifications must have been made to leased assets;
b) The Town (as lessee) must pay for the improvements (without reimbursement by
the lessor);
c) The leasehold improvement should meet the definition of a tangible capital asset
(as defined above); and
d) The modification reverts to the lessor at the end of the lease (i.e. cannot be
separated from the leased property).
Leasehold improvements are amortized over the useful life of the improvement or the
lease term (including any renewal option where extension of the lease is expected),
whichever is shorter.
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Where the leased asset qualifies to be included in the tangible capital asset listing, the
modification or improvement is classified as a betterment and capitalized as part of the
cost of the capital asset, amortized over the useful life of the asset unless the cost of the
betterment is significantly shorter than that of the asset.

Long-term Development or Construction of Tangible Capital Assets
PSAB 3150 states that the following must be presented in the notes to the Town’s
annual financial statements:
The net book value of tangible capital assets not being amortized because they
are under construction or development or have been removed from service; (PS
3150.42b)
a) “Construction-in-Progress” accounts have been established to ensure these
assets will not be amortized until they are put into service.
b) The Construction-in-Progress accounts will also track pre-construction costs
(detailed in section 3.2.13 “Valuation and Measurement”) incurred prior to the
actual acquisition or construction of a TCA. These costs should be capitalized
only if future economic benefits are expected to be obtained. If it is subsequently
determined that the acquisition, development or construction of the TCA will not
proceed as expected, the costs accumulated in the Construction-in-Progress
account will be expensed immediately. Examples of pre-construction costs
include the costs for feasibility studies, engineering specifications, environmental
assessments, consulting studies and site surveys directly attributable to a TCA.
c) Costs will be reallocated from Construction-in-Progress accounts to regular
tangible capital asset accounts when the constructed asset has reached
substantial completion and is ready to be put into service.
d) As part of the year-end procedures, a Construction-in-Progress report that
illustrates all activity posted to these accounts will be maintained by the Finance
Department. Departments will review the report annually to ensure that once a
tangible capital asset is put into service (or is substantially complete), it is
excluded from the Construction-in-Progress report.
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Pooled Tangible Capital Assets
In circumstances where multiple tangible capital assets are similar in nature and there is
little or no benefit in segregating out each individual item into separate assets, they may
be grouped into “pooled tangible capital assets.” Common characteristics of pooled
tangible capital assets include the following:
a) Pooled Tangible Capital Assets are assets normally bought or owned in quantity
that are treated as one single asset for accounting purposes;
b) Pooled Assets do not meet the single asset capitalization threshold individually;
however, when pooled together they exceed the pooled capitalization threshold;
c) Assets that will be pooled together will be identical or close to identical in terms
of asset type and characteristics; and
d) For accounting purposes, pooled tangible capital assets will be tracked by year of
purchase, with a deemed disposition occurring in the final year of useful life. The
deemed disposition process represents the only way pooled asset disposals or
write-offs are recorded.

Capitalization Thresholds
Each tangible capital asset type is assigned a capitalization threshold. This threshold
will be used to determine if a related cost incurred should be recorded as a tangible
capital asset or if the cost is immaterial and should be expensed in operations. Any
purchase that falls under the capitalization threshold is expensed as a maintenance
item regardless of whether or not it is capital in nature.
a) Capitalization thresholds represent the minimum amounts that capital-related
costs must exceed before they are considered for capitalization as a tangible
capital asset.
b) Table D-5 illustrates an example table of the capitalization thresholds (by asset
type) that could be established for single assets.
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Table D-5
Single Asset Capitalization Thresholds
Asset Type
Land
Land
Improvements
Facilities
Vehicles
Equipment
Infrastructure

Capitalization
Thresholds
$
$
$
$
$
$

Nominal Tangible Capital Assets
PSAB 3150.42 requires municipalities to disclose the nature and use of tangible capital
assets that have been recorded at nominal amounts. Assets can be recorded at
nominal amounts if estimating the historical cost of the assets is very difficult, and the
resulting net book value would be immaterial anyway. A list of assets that have been
recorded at nominal values will be maintained by the Town, to ensure the Town will be
in a position to disclose the required information each year on the financial statements.

Valuation and Measurement
Historical cost valuation of tangible capital assets is required for PSAB 3150
compliance.
a) PSAB 3150 states that costs directly associated with preparing a tangible capital
asset for its intended use can be included as part of the historical cost of the
asset. While the capitalization of general administrative overhead is not
permitted, the following are examples of valid costs to be included:


Original cost to purchase, construct or develop the tangible capital asset;



Installation and assembly costs (payroll costs of staff directly involved in
installation/assembly, contracted services);



Initial delivery costs (freight, duty, transportation services);



Site preparation costs (demolition costs, environmental cleanup);



Initial testing costs to ensure the asset is functioning properly (payroll
costs of staff directly involved in testing, contracted services);
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Professional fees (engineering, legal, architect, environmental); and



Internal design and inspection costs (payroll costs of staff while working
directly on capital asset design/inspection).

b) When two or more assets are acquired for a single purchase price, it is
necessary to allocate the purchase price to the various assets acquired.
Allocation should be based on the fair value of each asset at the time of
acquisition or some other reasonable basis if fair value is not readily
determinable.
c) Capitalization of carrying costs should be suspended during periods in which
active development is interrupted. Capitalization should cease when
substantially all of the activities necessary to prepare the asset for its intended
use are complete and the TCA is ready for use. If only minor modifications are
outstanding, this indicates that substantially all of the activities are complete.

Betterments
For a cost to be included in the value of a tangible capital asset as a betterment, one of
the following must be true:
a) For Non-Complex Network System Tangible Capital Assets (i.e. equipment,
facilities, vehicles, land improvements), the betterment must attain one of the
following:
i. Increases previous physical output/service capacity of the asset(s);
ii. Operating costs are lowered;
iii. Useful life of the asset is extended; or
iv. Quality of asset output has improved.
b) For Complex Network Systems Tangible Capital Assets (i.e. roads, water/sewer
systems), the betterment must attain the following:
i. Increases the predetermined service potential of the tangible capital asset
(may or may not increase useful life).
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Works of Art and Historical Treasures
Works of art and historical treasures owned by the Town are not to be included in the
tangible capital asset listing since a reasonable estimate of the future benefits
associated with these items cannot be made. However, the nature of these assets must
be disclosed in the notes to the annual financial statements. Some examples of items
that fall under this category include:


Works of art (i.e. in a museum or used as decoration in a Municipal building); and



Antiques owned by the Town (i.e. antique fire trucks used in parades).

Works of art and historical treasures will be treated as follows:
a) All assets that are considered works of art or historical treasures will not be
recorded as tangible capital assets in the Town’s asset inventory.
b) All works of art and historical treasures will be tracked only for financial statement
note disclosure on an annual basis. Note disclosure will be based on the nature
of the assets, not the quantity and value.
c) Any future purchases of works of art and/or historical treasures will be expensed
to operations at cost.

Amortization Methods and Rates
PSAB 3150 requires tangible capital assets to be amortized “in a rational and
systematic manner appropriate to its nature and use by the government.” Alternative
methods include: straight line, declining balance, activity, sum-of-years’-digits, and
increasing charge.
a) The Town will utilize the Straight Line method with no amortization charged in the
year of acquisition.
b) In addition, for amortization calculation purposes, residual value is deemed to be
zero for all tangible capital assets, since the tangible capital assets are usually
held for their expected useful lives.
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Table D-6
Amortization Calculation Example
Type

Pattern

Straight Line
Amortization

Consistent over life

Example
$10,000 asset
÷
10 year life
$ 1,000 amortization per year

Useful Life Assumptions
The determination of expected useful lives for tangible capital assets requires
consideration of several factors, including present condition, intended use, expected
deterioration, technological obsolescence, construction type, geological factors and
planned maintenance policy.

Write-offs/Write-Downs Procedures
PSAB 3150.31 states the following:
“When conditions indicate that a tangible capital asset no longer contributes to a
government’s ability to provide goods and services, or that the value of future
economic benefits associated with the tangible capital asset is less than its net
book value, the cost of the tangible capital asset should be reduced to reflect the
decline in the asset’s value.”
There are many different factors that may lead to one or more of the Town’s assets
having a value that is less than its calculated net book value for PSAB purposes,
including the following:




Unforeseen damage to the asset;
Expected maintenance plan not adhered to;
Changes in geological or weather conditions;




Developments in technology resulting in obsolescence; and
A change in how the asset is used.

The write-off/write-down process for the Town will be as follows:
a) Annually, an evaluation process will be initiated by the Finance Department, in
conjunction with all departments to identify any tangible capital asset requiring a
write-off or write-down.
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b) During this process the Finance Department will provide tangible capital asset
listings (showing historical cost, accumulated amortization and net book value) to
each respective department.
c) The departments will document (in writing) where write-offs are required to the
Finance Department, who will assess the need for the write-offs and post the
necessary transactions. Proper justification for the write-off must be provided by
the respective department.
d) Write-offs will be identified when an asset no longer is contributing to providing
services at the Town. In this case the entire asset value (historical cost less
accumulated amortization) will be written off.
e) Write-downs will be identified when an asset’s ability to provide future services
(i.e. value of future economic benefits) is less than its net book value. This is
typically assessment based on comparing an asset’s remaining service life as
recorded to the believed (actual) remaining service life as determined by the
operating department. A write-down is to be documented by Finance that allows
for the adjustment (in historical cost and accumulated amortization) from the
recorded remaining service life to the new actual remaining service life.
f) All write-offs will be charged to the applicable operating budget area from which
the tangible capital asset is used.

Capitalized Interest
Interest costs attributable to financing up-front costs of the acquisition, construction or
development of tangible capital assets will be expensed in the operating budget and not
capitalized.
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Appendix E – Scenario Analysis: Capital
Forecasts
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Appendix E – Scenario Analysis: Capital
Forecasts
Refer to Technical Appendix 2.
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Appendix F – Tax Supported Asset
Management and Financing Strategy

Watson & Associates Economists Ltd.
H:\Smiths Falls\2015 AM & W&WW Rate & OReg\Report - AMP\FINAL V4 September 13, 2016\Smiths Falls AM Plan Final v4 - Sept 2016 Update.docx

Page F-2

Appendix F – Tax Supported Asset
Management and Financing Strategy
Refer to Technical Appendix 2.
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Appendix G – Water Asset Management and
Financing Strategy
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Appendix G – Water Asset Management and
Financing Strategy
Refer to Technical Appendix 2.
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Appendix H – Wastewater Asset
Management and Financing Strategy
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Appendix H – Wastewater Asset
Management and Financing Strategy
Refer to Technical Appendix 2.
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