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Executive Summary  
As part of Justice O'Connor's Recommendation Report from the Walkerton Inquiry, the 

Province enacted the Safe Drinking Water Act (SDWA), 2002.  In 2007, the Ministry of 

the Environment, Conservation and Parks (MOECP) released Ontario Regulation 

453/07 (Financial Plans) under the SDWA.  This regulation requires that a financial plan 

be prepared as part of the Municipal Drinking Water Licencing Program, for both new 

licences and licence renewals.  Further, the Long-term Drinking Water System Financial 

Plan utilizes guidelines of the Public Sector Accounting Board’s (PSAB) accounting 

standards 3150 for tangible capital asset accounting.  The Long-term Drinking Water 

System Financial Plan is intended to ensure that the City of Vaughan plans for the long-

term financial sustainability of the drinking water system to safeguard the delivery of 

safe drinking water now and into the future.  

The Long-term Drinking Water System Financial Plan must include a statement that the 

financial impacts of the drinking water system have been considered, apply for a 

minimum of six (6) years and outline details of the proposed or projected revenues and 

expenses.  The financial plan must also identify all assets and liabilities.  The City of 

Vaughan has prepared a 12-year financial plan to encompass two licencing periods to 

forecast the financial sustainability of the water system well into the future.  This 

financial plan will supplement the annual water program budgeting process and will be 

updated on a regular basis to reflect substantive changes. 

Information on projected statements of financial position can be found in appendices ‘B’, 

‘C’, ‘D’ and ‘E’.  
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Background  
The City of Vaughan has been preparing and submitting water financial plans since 

2010 in support of its Municipal Drinking Water Licence (MDWL).  The first financial 

plan, covering the period 2010 through 2015, was approved by Council on June 15, 

2010.  Subsequent financial plans, covering the period 2014 through 2019 and 2020 

through 2031, were approved by Council on December 10, 2013 and May 14, 2019.  

This new Long-term Drinking Water System Financial Plan (the Financial Plan) Number 

011-301 will span the period from 2024 through 2035.     

One of the conditions of receiving the MDWL requires that a financial plan that satisfies 

the conditions of Ontario Regulation 453/07 be approved by Council.  This financial plan 

has been created to comply with the requirements of O. Reg. 453/07 and covers the 

City of Vaughan’s public portion of the water distribution system which includes, but is 

not limited to, all pipes, meters, valves, and hydrants.  The financial statements included 

in this report projects 12 years into the future.  

Vaughan residents purchase their drinking water from the Regional Municipality of York 

(York), who in turn purchases drinking water from the City of Toronto and the Region of 

Peel.  All treatment operations to ensure safe, potable water are performed by Toronto 

and Peel prior to transmission to York’s water infrastructure, however both Vaughan 

and York sample and test the water on a regular basis.  This financial plan only 

considers Vaughan’s water system.  

Methodology 
Ontario Regulation 453/07, included as appendix ‘A’, requires that MDWL holders 

provide detailed information indicating the municipality is financially sustainable now 
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and into the future.  Determination of sustainability focuses on the following projections, 

including: 

  Projected financial position including assets, liabilities, net debt and 

tangible capital assets; 

 Projected financial operations including revenue and expenses; and 

 Projected cash receipts and cash payments. 

In order to meet the requirements of O. Reg. 453/07, the City of Vaughan has followed 

a formal five-step methodology in the development of the financial plan.  The five steps 

include: 

1. Establish the assumptions regarding growth, water rates and rate of 

inflation; 

2. Determine current and future revenues under the assumptions; 

3. Determine current and future expenditures under the assumptions; 

4. Determine current and future capital expenditures under the assumptions; 

and 

5. Assess whether the drinking water system is financially sustainable under 

these assumptions.  

The following table includes the high-level assumptions that were used in the 

development of the financial plan.  These factors were derived from multiple sources 

including the City’s Capital Asset Management Plan, the City’s Development Charges 

Background Study, Alectra Energy Services (City’s meter reading and billing agent) and 

York Region.   
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Item Assumption(s) Details 
System infrastructure 5.0%  Year-over-year inflation increase to 

the water system infrastructure 
Account growth 1.8% R 

1.6% ICI 
Year-over-year growth to the account 
base for residential(R) and 
Industrial/Commercial/Institutional 
(ICI) accounts based on York Region 
provided long range forecasts 

Current consumption per 
unit (Residential) 

250 m3 Average amount of water used by 
account, trending down by 2% per 
year from 2024 based on historical 

City Water rates 6.5% 
4.4% 

6.5% from 2024 through 2027 and 
4.4% from 2028 through 2035 

York Region wholesale 
water rates  

5.7% 
4.0% 

Water purchase rates charged by 
York Region 5.7% from 2024 through 
2027 and 4.0% from 2028 through 
2035 

Operating Expenses 4% Average of 4% annual increase in 
maintenance and installation costs, 
and general administration costs that 
includes both volume and price 
increase 

 

Debt Expenses 
Currently the City of Vaughan has no debt associated with the water program.  The City 

is not expected to incur any other debt for the water program through 2035.   

Current Revenues 
Revenues are primarily driven by consumption charges, that is metered consumption 

multiplied by the water rate.  The City also charges for water related services, including, 

for example, water turn-offs and turn-ons.  Changes to revenue is based on two things, 

one being population growth and the other being the per-unit use of water.  Vaughan is 

assumed to grow at a rate of 1.8% for Residential based on projections provided by 

York Region’s Long Range Planning (2022) and 1.6% for 

Industrial/Commercial/Institutional accounts based on the 2022 Development Charges 

Background Study, adding 20,412 and 704 accounts respectively by 2035.  In contrast 
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to account for growth, the City has seen a steady decrease in per unit consumption 

driven by ongoing conservation initiatives and lower demand.  These assumptions are 

critical in modeling revenue projections.  Deviations in projected population growth or 

per-unit demand can lead to large changes in projected revenue.  The Financial Plan 

will be reviewed on a regular basis and updated as required when significant revenue 

changes occur. 

In respect of water charges, it has been assumed that York Region’s wholesale 

purchase costs will increase at 5.7% per year from 2024 through 2027 and 4.0% per 

year from 2028 through 2035.  Furthermore, the City’s water rate is assumed to 

increase at 6.5% per year from 2024 through 2027 and 4.4% per year from 2028 

through 2035.   

 

Current Expenses 
As a starting point for the financial plan, current year operating expenditures were taken 

from the City’s approved 2023 Budget.  These expenses are assumed to increase 

linearly at an average of 4.0% from 2024 through 2035, due to both volume and price 

increases.  There are two main expense types, one being the purchase of bulk water 
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from York Region and the other representative of City-specific expenses.  The Financial 

Plan will be reviewed on a regular basis and updated as required when significant 

expense changes occur. 

York Region water purchases represent the single largest expense, currently 

representing approximately 71 cents of every dollar collected.  York Region has posted 

their wholesale water/wastewater rates to increase by a combined 3.3% until March 31, 

2028 and 2.9% increase from Apr 1, 2028 on. However, looking at the historical 

increase, water rate increase has been higher than wastewater rate increase, which 

were at 5.84% for 2022 and 5.69% for 2023. Based on this, it is assumed that the 

wholesale water rate will increase by approximately 5.7% per year from 2024 through 

2027 and 4.0% per year from 2028 through 2035. The target set for Non-Revenue 

Water is 17% annually throughout the period up to 2035. 

Currently, Alectra Utilities Corporation is providing water, wastewater and stormwater 

account management and billing services to the City of Vaughan. Alectra has 

communicated they will be discontinuing their services to the City, as of December 

2024.  Different options are being explored.  The Water Financial Plan includes an 

estimated allowance for the incremental costs associated with the future state of water 

billing.   

City operating expenses are the sum of the operating, interest and amortization 

expenses incurred to run the City’s day-to-day potable water program.  Operating 

expenses include maintenance and installation costs, general administration (e.g. office 

supplies, wages, benefits), amortization costs and contributions to the water reserve.  

Note the chart below excludes the bulk purchase of water from York Region. 
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Capital Expenditures 

The water program reviews and updates short term (one (1) year) and longer-term 

capital expenditures in the annual budget development process.  Capital planning for 

the water program considers both existing and future requirements associated with the 

distribution system (e.g. linear infrastructure, valves, meters) and supporting systems 

(e.g. control systems, modelling tools).  Planning for the repair and replacement of the 

distribution system uses state of good repair analysis which considers projected asset 

useful life and history of asset performance.  Supporting system capital planning 

focuses on the tools and processes to manage an increasingly complex water system, 

including hydraulic modelling, leak detection and non-revenue water reduction.   

Capital plan development also considers the funding sources and the sustainability of 

the water reserve.  The water reserve and development charges are the primary funding 

sources for capital projects.  The City also actively pursues grant opportunities which 

help reduce draws on the water reserve. 
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Capital expenditure planning has become better informed based on outputs from the 

City’s Asset Management Plan.  Asset management allows for longer range modelling 

to assess complicated long-term challenges and to help mitigate against sudden and 

significant rate increases and/or the need for major debt financing.   

Amortization Expenses 
Amortization is a non-cash expense, which represents the usage of tangible capital 

assets (TCAs).  The annual expense is based on the asset’s historic cost and 

apportioned over the useful life of the asset using the amortization method adopted 

for the purposes of PSAB 3150.  The City of Vaughan uses the straight-line method 

to calculate annual amortization expense.  

Accumulated Amortization 
Using annual depreciation as a basis for reserve funding is a best practice according 

to the Government of Canada’s National Guide to Sustainable Municipal Infrastructure.   

Annual Surplus or Deficit 
The City of Vaughan uses a zero-based budget approach for the water program, 

transferring prior year surpluses into the water reserve at year end.  In the event of a 

deficit, the amount of the deficit will be financed from the water reserve.   

Conclusions 
The financial sustainability of the City of Vaughan’s drinking water system has been 

evaluated in this Financial Plan.  As outlined above, the financial projections have been 

made based on a series of assumptions, the most important of which includes system 

infrastructure growth, account growth, future water rates, future water purchase costs 

and increases in expenses.  The Financial Plan built on these assumptions concludes 

that the City of Vaughan has a financially sustainable drinking water system. 
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This Financial Plan is a working document and will be reviewed on a regular basis to 

ensure that the system continues to be financially sustainable and that adjustments are 

made as necessary to achieve this objective. 

Process for Approval and Submission 
The following steps are required in accordance with the requirements of O.Reg 453/07. 

1. The Financial Plan must be approved by resolution of Council. 

2. A Notice of the availability of the Financial Plan must be advertised. 

3. The Financial Plan must be made available, upon request, without charge, to the 

members of the public that are served by the water system. 

4. The Financial Plan must be made available on the City of Vaughan’s website. 

5. A copy of the Financial Plan, along with Council’s resolution must be submitted to 

the Ministry of Municipal Affairs and Housing and to the Ministry of the 

Environment, Conservation and Parks to comply with the City of Vaughan’s 

Drinking Water System Licence requirements.  
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APPENDIX A 

Ontario Regulation 453/07 

Requirements for the City of Vaughan Pursuant to Ontario Regulation 453/07 

Requirement to prepare financial plans 

1. (2) A person who makes an application under subsection 32 (4) of the Act for the 

renewal of a municipal drinking water licence shall, before making the application, 

prepare and approve financial plans for the system that satisfy the requirements 

prescribed under section 3. O. Reg. 453/07, s. 1 (2). 

Financial plan requirement; licence renewals 

3.  (1) For the purposes of clause (b) of the definition of “financial plans” in subsection 

30 (1) of the Act, the following requirements are prescribed for financial plans that 

are required by subsection 1 (2) or a condition that is included in a municipal 

drinking water licence under subsection 1 (3) to satisfy the requirements of this 

section: 

1.  The financial plans must be approved by a resolution that is passed by, 

i.   the council of the municipality, if the owner of the drinking water system is a 

municipality. 

2.  The financial plans must apply to a period of at least six years. 

3.  The first year to which the financial plans must apply must be the year 

determined in accordance with the following rules: 

i.   If the financial plans are required by subsection 1 (2), the first year to which 

the financial plans must apply must be the year in which the drinking water 

system’s existing municipal drinking water licence would otherwise expire. 
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4.  Subject to subsection (2), for each year to which financial plans apply, the 

financial plans must include the following: 

i.   Details of the proposed or projected financial position of the drinking water 

system itemized by, 

A.  total financial assets, 

B.  total liabilities, 

C.  net debt,  

D.  non-financial assets that are tangible capital assets, tangible capital 

assets under construction, inventories of supplies and prepaid expenses, 

and 

E.  changes in tangible capital assets that are additions, donations, write 

downs and disposals. 

ii.  Details of the proposed or projected financial operations of the drinking water 

system itemized by, 

A. total revenues, further itemized by water rates, user charges and other 

revenues, 

B. total expenses, further itemized by amortization expenses, interest 

expenses and other expenses, 

C. annual surplus or deficit, and 

D. accumulated surplus or deficit. 

iii.  Details of the drinking water system’s proposed or projected gross cash 

receipts and gross cash payments itemized by, 

A. operating transactions that are cash received from revenues, cash paid 

for operating expenses and finance charges, 
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B. capital transactions that are proceeds on the sale of tangible capital 

assets and cash used to acquire capital assets, 

C. investing transactions that are acquisitions and disposal of investments, 

D. financing transactions that are proceeds from the issuance of debt and 

debt repayments, 

E. changes in cash and cash equivalents during the year, and 

F. cash and cash equivalents at the beginning and end of the year. 

iv. Details of the extent to which the information described in subparagraphs i, ii 

and iii relates directly to the replacement of lead service pipes as defined in 

section 15.1 – 3 of Schedule 15.1 to Ontario Regulation 170/03 (Drinking 

Water Systems), made under the Act. 

5.  The owner of the drinking water system must, 

i.  make the financial plans available, on request, to members of the public who 

are served by the drinking water system without charge, 

ii.  make the financial plans available to members of the public without charge 

through publication on the Internet, if the owner maintains a website on the 

Internet, and 

iii.  provide notice advising the public of the availability of the financial plans 

under subparagraphs i and ii, if applicable, in a manner that, in the opinion of 

the owner, will bring notice to the attention of members of the public who are 

served by the drinking water system. 

6. The owner of the drinking water system must give a copy of the financial 

plans to the Ministry of Municipal Affairs and Housing. O. Reg. 453/07, s. 

3 (1).  
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