The Corporation of the Township of Tehkummah

MUNICIPAL ASSET MANAGEMENT PLAN

Updated December 2016



THE CORPORATION OF THE TOWNSHIP OF TEHKUMMAH
MUNICIPAL ASSET MANAGEMENT PLAN as of December 2016

The first Municipal Asset Management Plan was created by KPMG/exp and adopted by
municipal council in 2013. There have been no amendments or updates until this year.

Using the most current available reports, an extensive review was undertaken of the
items listed in the original plan:
- The Bridge Inspection report
Receipts for purchase and sale of vehicles
Visual inspection of road system
Ontario Clean Water Agency reports
Visual inspection of municipally owned or leased buildings

Some items that were non-existent were removed from the origina! list.

Soft cost Items related to capital projects, such as engineering, were removed from the
original list, as those costs would be factored in to the project at time of preparing
Tender Documentation.

This updated plan retains many of the strategy statements contained in the Asset
Management Plan of 2013:
- Overview of the Asset Management Plan
- Scope of the Asset Management Plan
- Historical, Replacement and Life Cycle Cost
- Data Verification and Condition Assessment Policies
- Asset Management Strategies for
o Paved Road System
Granular Road System
Water Distribution Systems
Wastewater Collection Systems
Storm Water Collection Systems
Bridges and Large Culverts
Buildings
o Vehicles and Moveable Equipment
- Capital Financing Policy
- Municipal Debt Policy

00000

This plan shall be monitored for updates on an ongoing basis, through the
implementation of an administrative process commencing January 2017.
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PURPOSE

The goal of the Municipality’s capital financing policy shall be to set out the guiding principles
for the financing of future capital expenditures in a manner that considers the infrastructure
investment requirements of the Municipality as well as affordability issues for taxpayers.

GLOSSARY

Capital Levy — The amount of money raised through taxation that is transferred to the capital
fund or reserves to be used to help pay for the cost of capital projects.

Debt — Any obligation for the payment of money. The Municipality considers debt to consist of
debentures, cash loans from financial institutions, capital leases, debenture financing approved
through bylaw for which no debt has yet been issued, debenture financing approved through the
capital budget for which no bylaw has yet been established, outstanding financial commitments,
loan guarantees and any debt issue by, or on behalf of the Municipality, including mortgages,
debentures or demand loans.

Long-term Debt — Any Debt for which the repayment of any portion of the principal is due
beyond one year.,

Municipal Levy — The amount of money raised through taxation by the Municipality for the
purposes of funding operating costs as well as the Capital Levy.

POLICY STATEMENTS

1. The Municipality shall increase the Municipal Levy by a minimum of 2% per year for each of
the next five years (2014 to 2018 inclusive), with the 2% increase being added to the Capital

Levy.
2. The increase in the Capital Levy shall only be used for the following purposes:
a. To fund capital expenditures;
b. To increase reserve balances in order to finance future capital expenditures; or

c. To finance the annual costs associated with Long-term Debt issued in connection
with capital projects.

3. Subsequent to the five year phase-in period for increases to the Municipal Levy, the
Municipality shall increase the Capital Levy by at least the Consumer Price Index, as
published by Statistics Canada.



PURPOSE

The goal of the Municipality’s debt policy shall be to set out the gniding principles for the
approval, issuance and administration of any Municipality debt, which shall adhere to all
statutory requirements.

GLOSSARY

Debt — Any obligation for the payment of money. The Municipality considers debt to consist of
debentures, cash loans from financial institutions, capital leases, debenture financing approved
through bylaw for which no debt has yet been issued, debenture financing approved through the
capital budget for which no bylaw has yet been established, outstanding financial commitments,
loan guarantees and any debt issue by, or on behalf of the Municipality, including mortgages,
debentures or demand loans.

Debt and Financial Obligation Limit — The maximum amount of annual debt servicing costs
that a municipality can undertake or guarantee without seeking the approval of the Ontario
Municipal Board. The Debt and Financial Obligation Limit is calculated pursuant to Ontario
Reguliation 403/02 — Debt and Financial Obligation Limits.

Lease Financial Agreements — A financial agreement, in accordance with Ontario Regulation
653/035 — Debt Related Financial Instruments and Financial Agreements, that a municipality may
enter into for the purpose of obtaining long-term financing of a capital undertaking of the
municipality.

Long-term Debt - Any Debt for which the repayment of any portion of the principal is due
beyond one year.

Material Impact — Under Ontario Reguiation 653/05 — Debt Related Financial Instruments and
Financial Agreements, a Lease Financing Agreement has a material impact on a municipality if
the costs or risks associated with the agreement significantly affect the municipality's Debt and
Financial Obligation Limit, or would reasonably be expected to have a significant effect on that
limit.

POLICY STATEMENTS

1. The Municipality shall only enter into Long-term Debt, including Lease Financing
Agreements, where the following conditions are met;

a. The Long-term Debt will be managed in a manner consistent with other long-term
planning, financial and management objectives.

b. Consideration will be given to the impact on future taxpayers.
¢. Long-term Debt will be managed in a manner to limit financial risk exposure.

d. The timing, type and term of Long-term Debt will be determined with a view of
minimizing long-term cost to the extent possible.



e. The term of Long-term Debt will not exceed the useful life of the particular asset.

f. The issuance of Long-term Debt will not result in the Municipality exceeding its
Debt and Financial Obligation Limit.

g. A category of Lease Financing Agreements may be relied upon for non-material or
operational leases where the agreements will not, in the opinion of the Treasurer as
delegated by Council through this policy, result in a Material Impact for the

Municipality.

2. All Debt shall be issued in Canadian dollars.

3. Itshall be the general practice to issue Debt where the interest rates will be fixed over its
term. The Municipality may issue Debt in which the interest rate will vary where, in the
opinion of the Treasurer, it is in the Municipality’s best interest to allow the rate to float
provided such Debt, in addition to any other Debt, does not exceed fifteen percent (15%)
of the total outstanding Debt of the Municipality in accordance with Ontario Regulation
276/02 - Bank Loans.

4. Upon the repayment of Long-term Debt, the amounts previously committed to annual
debt servicing shall not be removed from the Municipality’s budget but rather will be
reallocated towards:

a. Debt servicing costs for new Debt issued by the Municipality; and/or
b. Contributions to reserves for capital purposes.

5. The awarding of any contract under this Policy, unless otherwise authorized by Council,
shall follow the requirements as set out in the Municipality’s procurement policy.

6. Council, in conjunction with staff, shall review the Municipality’s outstanding Debt in
conjunction with the annual budget process.

RELEVANT LEGISLATION

Municipal Act, 2001

Ontario Regulation 247/01 — Variable Interest Rate Debentures and Foreign Currency
Borrowing

Ontario Regulation 276/02 — Bank Loans
Ontario Regulation 278/02 — Construction Financing
Ontario Regulation 403/02 - Debt and Financial Obligation Limits

Ontario Regulation 653/05 — Debt Related Financial Instruments and Financial
Agreements
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