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Background

During the November 23rd, 2009 Finance Committee meeting, Council requested a report on
contingency accounts as well as several other envelopes in the Water / Wastewater Capital
submission. In response to the Committee’s request, the following information is provided:

and Watermain with Roads Priori

This contingency account provides additional funding for a variety of purposes in relation to the
‘Watermain Priority’ and ‘Watermain with Roads Priority’ capital projects, as required throughout
all phases of the project, from design to construction.

Capital projects are subject to high variability in construction costs and although the detailed
design cost estimates are based on historical pricing, the construction costs will normally vary
due to economic environment and time of year.

As per our current standard of practice, CGS capital budget cost estimates are based on
conceptual designs. As a project progresses, a detailed design is completed, enabling a more
accurate estimate to be produced that includes costs such as those based on geotechnical
information and a more refined scope of work. Once the detailed project budget estimate is
complete, additional funding may be required to cover the refined estimate and typically funds
from this contingency account are used to supplement the original capital account to permit the
tendering process to proceed.

Contingency accounts are also utilized to fund engineering consultants’ fees in circumstances
when it is determined part way through the year that there is not enough appropriate / specifically
qualified design or contract administration staff to complete the project.

As well, during construction, contingency accounts typically provide funds for unanticipated field
conditions (ie. soils / rock / groundwater elevations or new condition assessment information of
infrastructure) which may result in a change of scope of the work to cover the additional costs,
above the tendered price.

This contingency account also provides funding for watermain work that is determined to be
required during the construction of a Roads Priority project, based on actual field conditions.
This work would not have been anticipated during the capital budget planning process, based on
information available at that time.
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Historically, this contingency item was allocated in the capital budget at approximately 30% of
the total ‘Watermain Priority’ and ‘Watermain with Roads Priority’ projects and a significant
portion of, if not all of this account has been utilized. During these tough economic times, it is
important that a contingency be maintained therefore it is strongly suggested that any value
lower than 15% may impact the appropriate completion of capital projects in the ‘Watermain
Priority’ and ‘Watermain with Roads Priority’ projects. Without this contingency funding,
recommended replacements/repairs/upgrades may not be completed.

Contingency for Construction of Sewer with Watermain Priority Projects

Similar to the Watermain contingency account noted above, this Sewer with Watermain priority
projects contingency account provides funding for a variety of purposes required at all phases of
the project, from design to construction.

Specifically to sanitary sewer construction however, is the challenge of physical conflicts of the
infrastructure during construction. Often, the design intends for minor work on the sanitary
sewers during a ‘Watermain or Roads Priority’ project, based on available information (ie.
camera reports, historical files). During the actual construction however, previously
unanticipated replacement / repairs are found to be required. Funds are provided from this
contingency account for the resulting additional work.

Historically this contingency item was allocated in the capital budget at approximately one-third
of the watermain contingency item and a significant portion of this account has been routinely
utilized. It is important that a ‘Sewer with Watermain’ contingency be maintained at that ratio as
any value fower may inhibit the appropriate completion of capital projects in the ‘Sewer with
Watermain’ envelopes. Without this contingency funding, recommended
replacements/repairs/upgrades may not be completed.

Contingencies (Distribution and Collection)

The Distribution and Collection Contingency accounts provide funding for emergency
operational requiremenmts, resulting in large scale capital expenditures provide funding
operational requirements such as equipment purchase or emergency system components such
as piping and valves, that exceed the operational budgetary capabilities.

Engineering recommendations are frequently required to support operational efforts particularly
during emergency situations involving infrastructure repairs. During emergency situations,
detailed engineering design is not possible due to the time constraints associated with the
urgent nature of the work. Engineering assessments and recommendations improves decision
making resulting in a better quality of finished product. For example, geotechnical investigations
are required in support of major repairs of underground infrastructure such as emergency
watermain repairs under creek crossings or other sensitive locations.

The original proposed budget envelope for 2010 is based on the historical average actual
requirement from past years.
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Council also requested additional information on the following envelopes:

System Improvement

The System Improvement allocation relates to strategic development related initiatives such as
industrial parks as well as commercial and institutional sites which provide economic benefits to
the community. The budget envelope for 2010 is based on the average allocation the City
spends annually to cover the City's share of improving sewer and water main capacity to
facilitate these important initiatives.

Without appropriate funding to share the burden of the infrastructure improvement costs,
strategic development may be hindered.

Based on the critical nature of this envelope, we recommend that the funding remain at the level
proposed.

Water Efficiency Plan

A Water Efficiency Plan is a valuable tool within a municipality. Most of the other OMBI
municipalities have Water Efficiency plans in place to define programs that allow for the most
cost effective use of existing water supply facilities to defer construction of additional supply
facilities where possible.

A Water Efficiency Plan would define a 3 to 5 year strategy for both water efficiency and
conservation programs that best suit the needs of our community based on in-depth study of the
influences specific to each system. Typically, such plans define a 5 year program that includes
items such as (but not limited to); General Public Education, Outdoor Water Use Reduction,
Efficient Fixture Replacements, Industrial, Commercial and Institutional Efficiencies, and
Municipal Leak Reduction.

The aim of such a Plan is to optimize the use of current infrastructure to defer facility expansion
projects and contain production costs.

The proposed budget envelope for 2010 provides for the development of such a Water
Efficiency Plan for the CGS. The Request For Proposal for this project is currently in draft with
an expected award date late in the first quarter of 2010 with work on the plan commencing soon
after the award.

As this project represents an important priority, we recommend that funding be maintained at the
level proposed.

The information presented in this Report has been considered and incorporated into the Budget
Reduction Options Report to the Finance Committee dated November 30, 2009.
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