YEAR END VARIANCE

The 2017 year end net under expenditure for Water and Wastewater Services is
projected to be $780,550 as outlined in Schedule A. Water is anticipating an under
expenditure of $88,952 while Wastewater is in an over expenditure position of $869,502.
In accordance with the By-law, the water under expenditure will be contributed to the
Water Capital Financing Reserve Fund and the wastewater over expenditure will be
funded by a contribution from the Waste Water Capital Financing Reserve Fund.

The major contributors to this under expenditure are:

Category Favourable/(Unfavourable)
User Fees $(1,591,593)
Other Revenues $304,331
Salaries and Benefits $234,401
Materials $418,771
Energy $(724,500)
Purchased/Contract Services $850,020
Internal recoveries $(244,000)
Other net variances $(27,980)
Total 2017 Projected Over Expenditure $(780,550) |

VARIANCE EXPLANATIONS

User Fees

Actual user fee revenues are trending below budgeted amounts. For 2017 the
estimated consumption was budgeted at 13.8 million cubic metres. Based upon the
most recent information provided by GSU, it is estimated that the consumption will be
$13.2 million cubic metres. This is still an estimate as final consumption numbers will be
known in early 2018. The anticipated decrease in consumption has been affected by
the wet spring and early summer.

Other Revenues

The other revenues projected favourable variance of $304,331 is due to higher than
anticipated volumes of hauled liquid waste from commercial customers and hydro
costs of $180,000 recovered from the biosolids operator.



Salaries and Benefits

Salaries and benefits are projected to be under budget by approximately $234,000.
The division is experiencing staffing vacancies at the management and operations
level. Since last fall, all watermain breaks, except for one, have been attended to by
staff and there have been increased costs in this area related to overtime and standby
costs. In addition, the use of overtime has increased in the plants area particularly in
wastewater treatment due to wet weather events.

Materials

Materials are anticipated to be were under budget by about $419,000. Thisis a
combination of savings in breakdown materials and other plant related maintenance
savings.

Energy

Energy costs are projected to be over budget by $725,000. Of this overage,
approximately $180,000 will be recovered from the Biosolids plant for their share of
hydro going through the City meter at the Sudbury treatment plant (see other
revenues). Additional overages at the Sudbury wastewater treatment plant are a result
of increased processing demands.

Purchased Services

Since the fall of 2016 City crews have been responsible for performing emergency
repairs to its linear infrastructure. There have been obvious savings in certain aspects of
the purchased services accounts, but there have been some additional expenses
related to rented equipment, cold patching repairs and the fact that some repair work
has been performed by external contractors due to size and complexity and
unavailability of own crews. There have been 47 watermain breaks through the end of
June and only one of those repairs has been attended to by an external contractor.
This past winter a linear repair on MR80 was affected by an external contractor under
the emergency provisions of the Purchasing By-law at a total cost of $230,000. Barring
another emergency repair of this magnitude there is an anticipated net under
expenditure of $350,000 in linear repair related purchased service accounts.

Other net savings are anticipated in the following areas:



¢ Sludge haulage $60,000

e Locates services $200,000
¢ Purchased water from Vale $100,000
¢ Miscellaneous accounts (net) $150,000

The projected under expenditure in purchased services is anticipated to be $850,000.

Internal Recoveries

The projected over expenditure of $244,000 in this category is due primarily to internal
direct charges from support departments estimated to be higher than budgeted
amounts and increased usage of owned equipment, offset by a modest amount of
savings on the GSU billing contract.

Conclusion

Management will undertake actions over the next few months to mitigate the amount
of the projected over expenditure. In accordance with the By-law, the water under
expenditure will be contributed to the Water Capital Financing Reserve Fund and the
wastewater over expenditure will be funded from the Waste Water Capital Financing
Reserve Fund.



