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Minutes - Standing Policy Committee on Public Works - November 9, 2004 
 
 

REPORTS 
 

Minute No. 12 2005 Water and Sewer Rates 
 File WW-2.3 
 
STANDING COMMITTEE RECOMMENDATION: 
 
The Standing Policy Committee on Public Works concurred in the administrative 
recommendation and recommends to Council: 
 
1. That effective January 1, 2005 the sewer rates, based on water used, be increased to 

$3.39 from $3.11 per 100 cubic feet, which includes 55 cents per 100 cubic feet for the 
Environmental Projects Reserve (55 cents in 2004). 

 
2. That effective January 1, 2005 the Fixed Quarterly Charge be increased as follows: 
 

  

Meter 2005 2004 Variance
(inches) ($/quarter) ($/quarter) ($/quarter)

5/8 13.75         12.10         1.65           
3/4 14.80         13.05         1.75           
1 17.70         15.92         1.78           
1 1/2 21.45         19.75         1.70           
2 31.80         30.28         1.52           
3 109.45       107.81       1.64           
4 139.25       136.53       2.72           
6 207.60       203.53       4.07           
8 285.70       280.11       5.59           
10 363.80       356.68       7.12           

 
3. That the City Solicitor/Manager of Legal Services be instructed to prepare the necessary 

By-laws for submission to Council for November 24, 2004. 
 
4. That the Proper Officers of the City be authorized to do all things necessary to implement 

the intent of the foregoing. 
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Minutes - Standing Policy Committee on Public Works - November 9, 2004 
 
 
DECISION MAKING HISTORY: 
 
Moved by Councillor Lazarenko, 
   That the administrative recommendation be concurred and forwarded to 
the Executive Policy Committee and Council. 
 
          Carried 
 
Councillor Angus asked to be recorded as having voted against the above motion, in accordance 
with Rule 50.7 of the Procedure By-law. 
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RE: 2005 WATER AND SEWER UTILITY RATES 
 
FOR SUBMISSION TO: Standing Policy Committee on Public Works 
 
ORIGINAL REPORT SIGNED BY: Director of Water and Waste Department 
 
REPORT DATE: October 25, 2004 
 
RECOMMENDATIONS: 
 
1. Effective January 1, 2005 the sewer rates, based on water used, be increased to $3.39 from 

$3.11 per 100 cubic feet, which includes 55 cents per 100 cubic feet for the 
Environmental Projects Reserve (55 cents in 2004). 

 
2. Effective January 1, 2005 the Fixed Quarterly Charge be increased as follows: 
 

Meter 2005 2004 Variance
(inches) ($/quarter) ($/quarter) ($/quarter)

5/8 13.75         12.10         1.65           
3/4 14.80         13.05         1.75           
1 17.70         15.92         1.78           
1 1/2 21.45         19.75         1.70           
2 31.80         30.28         1.52           
3 109.45       107.81       1.64           
4 139.25       136.53       2.72           
6 207.60       203.53       4.07           
8 285.70       280.11       5.59           
10 363.80       356.68       7.12           

 
 
3. The City Solicitor be instructed to prepare the necessary By-Laws for submission to 

Council at the November 24, 2004 meeting. 
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REPORT SUMMARY 
 
KEY ISSUES 
 
The Department is recommending an increase in the sewer rate in 2005.  A typical residential 
customer will see an annual increase to the utility bill of $29.61, from $540.64 in 2004 to 
$570.25 in 2005 (an impact of 5.5%).  A capital and operating plan has been developed on the 
direction provided by Manitoba Conservation, using a revised work schedule.  The schedule is 
subject to change depending on the final licenses to be issued by Manitoba Conservation.  The 
rate model reflects the ten year projected cost of improvements to the wastewater treatment and 
collection systems.   
 
$543 million in capital costs over the next ten years 
− $352 million for Nutrient Removal 
− $79 million for Combined Sewer Overflow 
− $62 million for biosolids-alternative handling and disposal 
− $26 million for Centrate Treatment 
− $21 million for Disinfection 
− $3 million for other CEC recommendations (licensing, public consultation/notification, 

environmental management system) 
 
$307 million in associated operating costs over the next ten years 
− $93 million in debt servicing for debt needed to finance new infrastructure 
− $150 million in contributions to the Environmental Projects Reserve 
− $64 million in operating and maintenance costs for the new infrastructure 
 
This ten year plan envisions: 
− a 10 year change in the combined water and sewer rate, from $6.14 in 2005 to $8.66 in 2014 
− total borrowing of $97.2 million in water and $313 million in sewer 
− ongoing infrastructure renewal totalling $49 million in water and $124 million in sewer to be 

funded from working capital 
 
An increase in the Fixed Quarterly Charge (FQC) is recommended.  The FQC has not changed 
since 1996. Increased costs associated with customer accounts, customer relations and meters 
will necessitate a rate change in order to recover the fixed cost of these services. 
 
 



 5

IMPLICATIONS OF THE RECOMMENDATIONS: 
General implications 
 
  no 

 for the organization overall and/or for other departments 
  for the community and/or organizations external to the City 
  involves a multi-year contract 
  

Comment:   
In 2005, a typical residential customer will see an annual increase to the utility bill of 
$29.61, from $540.64 to $570.25.  

 
Policy implications: 
 
  No 
  Yes 
 

Comment:  
 

Environmental Implications: 
 
  No 
  Yes 
  

Comment:   
Includes improvement in the City’s wastewater system, including nutrient removal and 
combined sewer overflows.  
 

Human Resource Implications: 
 
  No 
  Yes 
 

Comment:  
 

Financial implications: 
 
  within approved current and/or capital budget 
  current and/or capital budget adjustment required 
 

Comment: 
 The sewer rate plan calls for an increase of 9% in the sewer rate for 2005.  An increase to 

the Fixed Quarterly Charge is recommended in order to recover the fixed costs of this 
service. 
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REPORT - 2005 WATER AND SEWER UTILITY RATES 
 
REASON FOR THE REPORT: 
 
Changes to the Sewer rate and Fixed Quarterly Charge require Council approval in the form of a 
by-law.  
 
HISTORY 
 
See Appendix A for the history of Water and Sewer rates for the past ten years.   
 
In August of 2003, the Clean Environment Commission (CEC) recommended that the City of 
Winnipeg implement a plan directed at improving the City’s wastewater treatment and collection 
systems.    
 
On September 26, 2003, Manitoba Conservation announced a wastewater treatment plan for the 
City of Winnipeg, implementing the recommendations of the CEC.   
 
On November 19, 2003, Executive Policy Committee (EPC) directed the administration to work 
with the Province of Manitoba to propose a work schedule and financing plan.   
 
On November 26, 2003, City Council approved an increase in the sewer rate for 2004.  
 
On June 16, 2004 City Council concurred with the recommendation of the EPC. 
1. That the administrative report dated June 3, 2004, with respect to the work schedule and 

financing plan for the Sewer Utility, be received as information. 
2. That the proper officers of the City be authorized to do all things necessary to implement the 

intent of the foregoing. 
 
On September 3, 2004, the Province of Manitoba issued a final Environment Act License No. 
2669 for the WEWPCC.   
 
On October 1, 2004, the City of Winnipeg issued an appeal to the Minister of Conservation to 
address specific aspects of the license.   
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DISCUSSION 
 
The Water and Wastewater utilities face major challenges and opportunities over the next 10 
years to meet expectations, both in terms of facilities, and in terms of new requirements for 
public accountability. To meet these challenges, ongoing rate increases are required. In addition, 
the Department will grow in terms of staff numbers, and capability to deliver and operate new 
systems. 
 
Over the next ten years the following new facilities are expected to be constructed and in 
operation. 
 

 
 
New Facility 

 
Year 

Complete

 
Capital Cost 
($ millions) 

Annual Operating Cost
(excluding debt) 

($ millions) 
 
Water Treatment Plant 

 
2007 

 
$214.0 

 
$12.0 

    
WEWPCC - BNR 2006 $16.0 $1.6 
WEWPCC - Disinfection 2006 $4.0 $0.1 
    
SEWPCC - BNR 2012 $92.0 $2.6 
    
NEWPCC - Centrate 2006 $26.0 $1.0 
NEWPCC - Disinfection 2006 $17.0 $1.0 
NEWPCC - BNR 2014 $244.0 $3.5 
NEWPCC - Biosolids Facility 2010 $62.0 $3.4 
    
CSO Control To 2014 $79.0 $1.2 
   

WEWPCC  - West End Water Pollution Control Centre SEWPCC - South End Water Pollution Control Centre 
NEWPCC  - North End Water Pollution Control Centre BNR - Biological Nutrient Removal 
CSO - Combined Sewer Overflow 
 
Clearly, the Department’s ability to deliver large capital projects will be challenged. The 
Department has already hired more engineering, accounting and administrative staff for these 
projects. The Department will rely on outside engineering consultants and construction 
contractors to build the facilities. Once constructed, operating staff will have to be hired and 
trained to operate the new facilities. 
 
In addition, as a result of Walkerton and other incidents, regulators across the globe, including 
Manitoba are raising the requirements for utilities with respect to public accountability. They are 
requiring that utilities institute a quality management system to ensure responsible operation of 
facilities. For the Water and Waste Department, this will result in significant requirements and 
additional staff in the areas of public education and consultation, public reporting and 
transparency, environmental management systems, documented levels of service, documented 
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operating procedures, emergency response planning, and exercising and documentation of 
events. These initiatives for more accountability are supported by the industry to offer a higher 
degree of protection to the public in terms of drinking water safety and environmental protection. 
It is expected that these requirements will add hundreds of thousands of dollars in systems and 
operating costs for the Water and Waste Department. 
 
Water Rate 
 
For 2005 the water rates will remain at the 2004 levels.  
• $2.75 per 100 cu. ft. from 0 - 9,600 cu. ft./quarter (Block 1) 
• $2.27 per 100 cu. ft. from 9,601 - 96,000 cu. ft./quarter (Block 2) 
• $1.79 per 100 cu. ft. over 96,001 cu. ft./quarter (Block 3) 
 
This includes 39.4 cents per 100 cubic feet for the Water Treatment Reserve in 2005 (47.25 cents 
in 2004).   
 
The water rate has not changed since 2001 and is not expected to change for 2006 and 2007.  
Consumption is projected to remain even throughout the ten year horizon.  The water rate is 
forecast to increase beginning 2008, due to the effects of inflation and little change to estimated 
consumption. 
 
Sewer Rate 
 
In 2005, the Department is proposing that the sewer rate increase from $3.11 to $3.39 per 100 
cubic feet. The sewer rate is expected to further increase each year, up to 2014, to provide, in 
part, the necessary funds to implement and operate the expanded wastewater facilities and 
programs resulting from sewage treatment plant licencing requirements.   
 
The sewer utility rate projections include significant changes to both the operating and capital 
programs. Increases to the sewer rate are necessary due to several variables:  
 
• Environmental Act Licenses.  As per the correspondence on September 26, 2003 from the 

Minister of Conservation, the Province of Manitoba directed the City of Winnipeg to 
implement improvements to the wastewater treatment and collection systems.  These 
improvements will become official in the issuance of Environment Act Licenses for each of 
the three sewage treatment plants.  The license for the WEWPCC was recently issued, and 
the license for the SEWPCC and NEWPCC will be issued before the end of 2004.  The rate 
model reflects the first ten years of the program and is based upon the expected license 
requirements. 
 
$543 million in capital costs over the next ten years 
- $352 million for Nutrient Removal 
- $79 million for Combined Sewer Overflow 
- $62 million for biosolids-alternative handling and disposal 
- $26 million for Centrate Treatment 
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- $21 million for Disinfection 
- $3 million for other CEC recommendations (licensing, public consultation/notification, 

environmental management system) 
- $307 million in associated operating costs over the next ten years 
- $93 million in debt servicing for debt needed to finance new infrastructure 
- $150 million in contributions to the Environmental Projects Reserve 
- $64 million in operating and maintenance costs for the new infrastructure 

 
 A separate report on the wastewater capital program stemming from the CEC hearings is 

being submitted concurrently with this report. 
 
• Federal – Provincial Funding.  On March 19, 2004, there was an announcement that $48 

million in funding under a federal-provincial infrastructure program would be provided to the 
City of Winnipeg for wastewater system improvements.  The Department is anticipating that 
the agreement will be finalized in 2005, and has included these funds in the sewer utility rate 
model.  This funding is distributed over 5 years (2006 to 2010), decreasing the amount of 
reserve contribution provided from the utility rates, and reducing the impact of future years’ 
rate increases.    

 
• Property tax reassessment.  The City reassessment of the wastewater treatment facilities has 

resulted in increases in property taxes paid by the sewer utility over the past several years.  
These increases have been incorporated into the sewer rates.   

 
 
Combined Water and Sewer Rates 
 
The 2005 water and sewer rate model generates a continued combined rate increase over the next 
ten years.  

2005 Combined Water and Sewer Rates
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The combined water and sewer rate is proposed to increase in 2005, from $5.86 to $6.14 per 100 
cubic feet.  Individually, the water rates are to remain unchanged while the sewer rate is to 
increase from $3.11 to $3.39 per 100 cubic feet. The total financial impact on a typical 
residential customer is an annual increase to the utility bill of $29.61, from $540.64 to $570.25. 
 
For 2005, the following represents the major cost categories contributing to the water and sewer 
rates.  Total costs are forecast at $190 million, including $36 million for cash funded capital 
projects. 
 

2005 Combined Water and Sewer
Cost Categories

Operating
43%

Debt
14%

Transfers GRF
11%

Transfers 
Reserves

13%
Capital

19%

 
 

Fixed Quarterly Charge (FQC): 
 
The FQC recovers the cost of meter reading, customer billing, accounts administration, and 
customer service centre support.  Costs associated with the meter installation and maintenance 
are also recovered from the quarterly charge.  A review of the cost allocation to the FQC was 
completed.  Increased costs associated with customer accounts and meters will necessitate a rate 
change in order to recover the fixed cost of these services.   
  
Reserves: 
 
The Department has established reserves to fund and plan for large and complex capital projects. 
Notable revisions to reserve contributions include: 
 
• Water Treatment Plant Reserve (Appendix B):  This reserve will fund a portion of the cost of 

a Water Treatment program.  Total cost of the water treatment plant is estimated at $214 
million.  Staged implementation has allowed the reserve to earn interest and, as a result, 
estimated debt requirements have declined.  Debt financing is projected to decrease by up to 
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$4.8 million, from $102 million to $97.2 million.  An updated cost estimate for the plant is 
expected in 2005. 

 
• Environmental Projects Reserve (Appendix C):  The Environmental Projects Reserve will 

support the wastewater treatment improvement program as directed by Manitoba 
Conservation.  Federal/Provincial funding of $48 million over five years has been 
incorporated into the financing plan. In addition, under this rate plan, the Department will 
require borrowing authority for up to $313 million over the next 10 years in order to fully 
fund the improvements.    

 
Transfers to the General Revenue Fund 
 
In 2005, the water and sewer utilities’ transfers to the General Revenue Fund are estimated at 
$21.5 million ($21.4 million for 2004) or 13.5% of volume sales.  In the late 1980s, the transfers 
to the General Revenue Fund were calculated as 10% of the utilities’ base sales. In the 1990s, the 
subsidization of the tax-supported program expanded to include funding for the Fire Hydrant and 
Land Drainage programs. In 2002 the utilities were asked to contribute an additional $3.9 
million.  Beginning 2004, in recognition of the property tax reassessment, the sewer utility’s 
transfer was reduced by $1 million. The ten year rate plan estimates a average annual transfer to 
the General Revenue Fund of  $10.4 million from the sewer utility and $11.6 million from the 
water utility. 
 
The Chief Financial Officer has requested a policy review to assess what would be a fair return 
to the City on its investment in the utilities. A policy needs to be developed to understand how 
transfers to the General Revenue Fund will be affected by property reassessments. The review 
will also address the issue of balancing the City’s goal of having competitive utility rates versus 
competitive property taxes as the level of transfers influences both. 
 
A policy requires the Department to undertake a full inventory and valuation of its capital assets 
to fairly state the utilities’ financial position, which can then be used as a base to measure the 
City’s return on its investment. As a first step, the Department is currently completing an 
assessment for insurance purposes of the water pollution control centers.    A policy is expected 
to be developed in 2005.   
 
Transfers to Capital Program 
 
The utilities have adopted a pay-as-you-go policy for the ongoing infrastructure renewal 
program.  In 2005, the water utility will cash finance an estimated capital program of $8.1 
million.  The  cash financed sewer capital program in 2005 is estimated at $28.3 million. 
 
Financial Projection Risks 
 
The detailed financial projections and rate plans are contained in Appendices D (Water) and E 
(Sewer). There are several variables that can affect the financial projection and resulting water 
and sewer rates.   



 12

 
1. Consumption.  Consumption is forecast to remain constant over the next ten years, with only 

marginal increases anticipated.  Consumption projections are based on the assumptions found 
in the Water Planning Model and incorporate the effects of historical patterns. If actual 
consumption is less than plan, this could cause a rate increase (conversely, actual 
consumption greater than plan could effect a rate decrease).  See Appendix F for six year 
history. 

 
2. Frontage levy.  No reduction to the level of frontage levy funding (approximately $7.0 

million per annum) for the water main and wastewater sewer renewal programs.  Any 
reduction in frontage levy would require an increase in rates to maintain utility infrastructure.  

 
3. Working capital position.  The utilities target to maintain a minimum combined working 

capital position of 11% of the combined water and sewer sales on an annual basis.  The 
purpose of the working capital reserve is to provide medium-term stability and the ability to 
absorb losses in any given year when consumption falls short of anticipated levels and/or 
unforeseen emergency funds are required.  The working capital reserve is comprised of 
current assets (cash and accounts receivable) net of current liabilities (current accounts 
payable), cash or near cash items that can readily absorb unexpected fluctuations. 

 
 
4. Rate structure.  The 2005 rate model does not contemplate any major changes to the existing 

rate structure.  Council has requested that the Department report on a cost-of-service rate 
model along with the effects of winter cost averaging for summer consumption.  The 
Department will report back once the implementation of a new billing system is complete. 

 
5. Capital Investment.  Capital investment is based upon the Department’s best estimate of 

improvements that are required.   Many items can influence the capital program expenditure, 
including changes in market price, the introduction of new technology and availability of 
consultant and contractor resources.  

 
6. Economic development.  The City’s economic climate can have significant impact on the 

utilities’ financial plan.  The addition or deletion of a major customer could effect a change 
in rates due to the consumption and sales revenue associated with the utilities’ large volume 
users.  Currently the top fifty customers account for approximately 10% of the combined 
water and sewer sales revenue. 

 
7. New legislation.  Environmental and public health concerns are driving more stringent 

standards in the water and wastewater industry. The Environment Act License for the 
WEWPCC has just been released and contained very stringent requirements beyond what the 
Department was expecting.  The Province has yet to issue licenses for the other two water 
pollution control centres and, if limits are very stringent, the capital and operating costs 
could increase.   The further introduction of new legislation could cause increased rates 
through the operating and capital costs associated with compliance. 
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8. Capacity. A number of labour intensive projects are planned for the Department and for the 
city as a whole.  The consulting, construction and engineering community may reach a 
capacity such that the amount of work required could surpass the ability of the community to 
meet the timelines.   

 
The Water and Sewer Utilities adhere to a set of operating principles that can be found in 
Appendix G. Appendix H illustrates the impact of the rate strategy on various sample customers. 
 
Competitiveness   
 
Winnipeg’s combined water and sewer rates remain competitive to other cities of similar size.  
The following table illustrates costs for residential customers (Block 1 rates, consumption of 
8,400 cubic feet): 
 
Residential Customers 

 
 
 

Saskatoon PLaP Brandon Fargo Winnipeg Calgary Regina Edmonton Minneapolis

Fixed 82.80 49.04 47.80 104.85 48.40 119.04 105.96 276.00 0.00
Water 145.14 186.79 299.71 169.67 231.00 214.43 269.83 192.67 264.67
Sewer 129.99 217.66 142.72 217.65 261.24 213.06 207.87 134.58 381.44

2004 $357.93 $453.49 $490.22 $492.17 $540.64 $546.53 $583.66 $603.25 $646.12

2003 $332.28 $439.17 $455.40 $481.84 $508.52 $519.48 $569.09 $575.90 $610.53

% increase 7.2% 3.2% 7.1% 2.1% 5.9% 4.9% 2.5% 4.5% 5.5%
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FINANCIAL IMPACT 
 
The 2005 rates and financial plans for water and sewer and utilities are contained in Appendices 
D and E.  These plans are reflected in the utilities’ Current and Capital Estimates and as such, a 
financial impact statement has not been prepared. 
 
 
 
 
 
 
       _______________________________ 
       Moira L. Geer, C.A. 
       Manager of Finance and Administration
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APPENDICES 
 
The following appendices are attached as additional information: 
 
APPENDIX A Water and Sewer Rates - Ten Year History 
 
APPENDIX B Water Treatment Plant Reserve projections 
 
APPENDIX C Environmental Projects Reserve projections 
 
APPENDIX D Waterworks System Fund - Ten year financial projection of revenue, 

expenditures and working capital based on the recommendations contained in 
this report  

 
APPENDIX E Sewage Disposal System Fund - Ten year financial projection of revenue, 

expenditures and working capital based on the recommendations contained in 
this report  

 
APPENDIX F Water Consumption Six year Historical Summary 1998 - 2003 
 
APPENDIX G Water and Sewer Utility - Principles of Operation 
 
APPENDIX H Impact of the Water and Sewer recommendations on sample customers 

January 1st, 2005 
 
 
 
 
IN PREPARING THIS REPORT THERE WAS CONSULTATION WITH AND 
CONCURRENCE BY:    N/A 
 
THIS REPORT SUBMITTED BY: 
 
Water and Waste Department 
Finance and Administration Division 
Prepared by:  Moira Geer, Lucy Szkwarek 
Date:  October 18, 2004 
File No:  010-07-20-01-00 and 010-07-20-02-00 
 
 
 
LBS/lbs 
Attach. 
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APPENDIX A 
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APPENDIX B 
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APPENDIX C 
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APPENDIX D 
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APPENDIX E 
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APPENDIX F
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APPENDIX G 
WATER AND SEWER UTILITY  
PRINCIPALS OF OPERATION 

 
1. Self-Supporting Utilities.  The Utilities do not receive subsidies from the mill rate. 
 
2. Cost of Service Rates.  Customers pay water and sewer rates, which represent the operating and 

capital costs of providing the utility services.  
 
3. Debt Servicing.  The Utilities’ revenues are sufficient to service the Utilities’ long-term debt.  
 
4. Working Capital Reserves - Water and Sewer Utilities.  The Water and Sewer Utilities maintain 

working capital reserves to protect the Utilities’ financial position and prevent significant rate 
fluctuations that may otherwise result from a decline in consumption or major unforeseen 
expenditures.  On an annual basis, the Utilities strive to maintain a minimum combined working 
capital position of 11% of the combined Water and Sewer sales.   

 
5. Ten Year Financial Plan - Water and Sewer Utilities.  Rates in the Water and Sewer Utilities are 

planned over a ten-year time frame to mitigate the effects of year over year fluctuations and to 
coincide with the longer term infrastructure development and renewal planning.   

 
6. Transfers to the General Revenue Fund.  The Water and Sewer Utilities transfer funds to the 

General Revenue Fund  in the form of: 
• a percentage of sales revenue, net of capital reserves, as a return to the City on ownership of 

the Utilities 
• additional general provisions to meet the City’s financial targets 
• support to the Fire Hydrant and Land Drainage programs - these transfers fund 100% of the 

costs of these programs, with the exception of the debt servicing costs in the Land Drainage 
program 

 
7. Capital Reserve Funds.  The Utilities establish reserves to fund major capital projects.  The pay-

as-you-go capital program is more economical than traditional debt financing, which equates to 
lower rates for our customers.  In addition, for specific and cost intensive projects, the 
Department has developed a strategy whereby a portion of the project is funded through reserves 
and a portion through debt financing.  This strategy facilitates an equitable approach for short and 
long term funding support.   
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APPENDIX H 

 
 
 

 


