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WRHM Audit Committee Meeting Excerpt
February 19, 2025

WATER OPERATIONAL AUDIT
Background:

On January 23, 2024, Council approved the following motion:

Moved by Councillors Ivey and Hartt that Council directs the CAO to secure an
independent firm to undertake a detailed, operational and financial audit of the
West Hants and Windsor Water Utilities.

On November 12, 2024, a Request for Proposal (RFP) was posted to the Nova Scotia
Procurement Portal and the WHRM website seeking qualified independent auditors to
complete an operational audit on the 2022-23 West Hants and Windsor Water Utilities. Within
this RFP it was requested that the auditors provided methodology and pricing on the following
items:

e Internal Processes and Controls, including but not limited to:
o The Metre Reading Process (both in Financial Services and Public Works)
o The Customer Billing Process
o Water Customer Account Adjustments
o General Ledger Account Adjustments
e Management Controls
e Compliance with Nova Scotia Utility and Review Board Approved Orders
e Current Staff Resources

One proposal was received by the submission deadline January 8, 2025, from MNP. This
proposal was reviewed by Financial Services and Public Works team members to determine if
the bid met our requirements. After reviewing, a conversation with MNP was deemed
necessary for clarification and to ensure understanding of the desired outcomes of this
operational audit.

Senior Financial Services staff and the MNP team discussed testing and staff involvement,
including the details of staff resource requirement. To mitigate the increase costs associated
to the revised deliverable requirements, staff requested MNP quote with and without the staff
resource requirement. Where this requirement focused on future proofing, ensuring the Utility
can keep up with demands and development in our region. The following are the updated
quotes:

e With staff resource requirement - $80,950 plus applicable taxes



Without staff resource requirement - $73,710 plus applicable taxes

Financial Implications:

There was no budget allocation in 2024-25 for a Water Operational Audit. By approving this RFP
award before budget deliberations, Financial Services will be able to ensure the proper amount
is included in the 2025-26 water utility operating budget for this audit.

Audit Committee Comments:

At the WHRM Audit Committee Meeting held on December 5, 2024, there was discussion
surrounding this operational audit on the water utility. Points made included the following:

Per Auditor Forse, speaking generally; if you realize today that you should have
billed someone two years ago for something they did two years ago, and then went
ahead and billed them for that thing, you will not go back and record it in a prior
period or restate your financial statements from two years ago. Two big reasons:

1. It would not be proper accounting standards.
2. Going back and changing prior periods would be one of the more common
ways to conceal fraud.

In considering the October 2024 consolidation of the water utilities, what materiality
impact would there be for recording in the current year while you do still have two
water utilities? A transaction from one to the other when they are both going to be
wrapped into the same entity imminently. Auditor Forse views this as a waste of
time with no benefit

From an auditor’s perspective he sternly advises that you absolutely cannot go back
and change a prior period for something you did not bill back then. If you are going
to bill it now and collect it, great. If you are not going to collect it and exchange
money between utilities, do not record it.

The comment was made that when Council discussed whether or not there should
be an audit of the water utility, there was an assumption that the audit would
explain and clarify all of the outstanding questions. Was that a reasonable
assumption?

Cost versus benefit was discussed. Per Auditor Forse, operational audits are
typically a good thing. He does see benefit to an operational audit. WHRM has gone
through a consolidation and a tremendous amount of transition and change with the
water utilities over the last five years.

Per Auditor Forse, when you talk about the cost benefit of making changes on the
accounting side, he does not see much benefit. On the operational side, and as the



financial auditor, he does not touch the process side. The audit is not a bad idea, as
there is potential for the municipality to benefit strategically for ten years with
process improvements. It could be a good investment.

At the WHRM Audit Committee meeting on February 19, 2025, Director Rochon presented a
recommendation report to the Audit Committee regarding the tendered Operational Audit.
Discussion points included:

e When revisiting the quote with the proponent there was good collaboration and
discussion surrounding:
o theinclusion of the Public Works part of the reading process and the additional
interviews required
o Areas where we would require testing and some level of assurance,
acknowledgement of accuracy and consistency
o The biggest change in the scope, was regarding staff and futureproofing,
understanding upcoming developments and capacity. We have lots of
documentation to assist with this
o Timeline, with a goal, pending Council approval, of completion in early spring
e Consideration of staff capacity was discussed, with budget and provincial year-end
reporting taking priority. The goal is to complete this audit before the annual municipal
audit begins.
e Questions were asked whether the operational audit will address all of Council’s
questions, including the financial components.

Attachments:

e 2025-02-19 Recommendation Report — Water Operational Audit

In addition to the Audit Committee report, additional supplemental information has been
included for new Councillors.

e 2023-12-05 Supplementary Information — Three Year Utilities Budget to Actuals

e 2024-01-09 Windsor West Hants Water Utilities - Detailed Audit Recommendation Report (Also
U-15)

e 2024-01-09 Supplemental Information — TMP Bulk Water Review

e 2024-05-06 West Hants Calibration Reports — Back Road & Edward Drive

e 2024-06-06 UARB Undertakings — U-3 & U-4

e 2024-07-23 Water Consumption Update — Ending March 31, 2024

e 2024-09-24 Water Utility Consolidation Executive Summary

The following recommended motion was then approved to present to Council:

The recommended motion was...



... that Council approves the award of Request for Proposal WHRMFS24-01 — 2022-23
Water Operational Audit to MNP, for $80,950 plus applicable taxes.

Chief Administrative Officer Review

The recommendation from the Audit Committee is in keeping with the original direction from
Council, “that Council directs the CAO to secure an independent firm to undertake a detailed,
operational and financial audit of the West Hants and Windsor Water Utilities.” The Director
has addressed both the operational and financial components of the utility operations in the
scope of work and confirmed work-plan provided by MNP. If the audit is approved by Council, |
look forward to it’s execution and final report.

| support the recommendation.

Excerpt Prepared by:

Carlee Rochon, Director, Financial Services

Excerpt Approved by: M

Mark Phillips, Chief Administrative Officer
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| Information [J ‘ Recommendation [1 | Decision Request [ | Councillor Activity [
To: WHRM Audit Committee
Submitted by:

Carlee Rochon, Director, Financial Services
Date: February 19, 2025

Subject: Recommendation Report — Water Operational Audit

LEGISLATIVE AUTHORITY

Municipal Government Act, Part I, Administration, Section 31 (c)

RECOMMENDATION or DECISION REQUEST
Audit Committee recommends that . . .

... Council approves the award of Request for Proposal WHRMFS24-01 — 2022-23 Water
Operational Audit to MNP, for (580,950 or $73,710) plus applicable taxes.

BACKGROUND

Property 0 | Public Environment OJ Social O | EconomicV | Councillor

Opinion O Activity [

On January 23, 2024, Council approved the following motion:

Moved by Councillors Ivey and Hartt that Council directs the CAO to secure an
independent firm to undertake a detailed, operational and financial audit of the
West Hants and Windsor Water Utilities.

Following this motion, Financial Services staff had researched what an operational audit would
look like, and what type of financial commitment we could expect.

DISCUSSION

On November 12, 2024, a Request for Proposal (RFP) was posted to the Nova Scotia
Procurement Portal and the WHRM website seeking qualified independent auditors to
complete an operational audit on the 2022-23 West Hants and Windsor Water Utilities. Within



this RFP it was requested that the auditors provided methodology and pricing on the following
items:

e Internal Processes and Controls, including but not limited to:
o The Metre Reading Process (both in Financial Services and Public Works)
o The Customer Billing Process
o Water Customer Account Adjustments
o General Ledger Account Adjustments

e Management Controls
e Compliance with Nova Scotia Utility and Review Board approved orders
e Current Staff Resources

Initially, the RFP was scheduled to close on December 12, the deadline was extended to January
8th after a number of questions were received seeking clarification on the requirements.

At the January 8" closing one (1) proposal was received from MNP. This proposal was
thoroughly reviewed by Financial Services and Public Works team members to determine if
they had met our requirements. At this review, it was felt that a conversation with the MNP
team to clarify a few of our requirements to ensure their understanding of our desired
outcomes of the operational audit.

Senior Financial Services members met with the MNP team to discuss the type of testing to be
used, the level of public works staff involvement in initial interviews, and to hash out the details
of the staff resource requirement.

During this call, WHRM requested to have an updated methodology and quote based on the
new information and requested to have a quote with and without the staff resource
requirement.

e With staff resource requirement - $80,950 plus applicable taxes
e Without staff resource requirement - $73,710 plus applicable taxes
NEXT STEPS

Should the Audit Committee recommend to Council to move forward with the operational
audit, approval with be requested at Council. Pending that approval the next step would be to
reach out to our MNP contacts and set up a kick-off meeting with the team.

FINANCIAL IMPLICATIONS

Tendering Timeline:

Posted to Procurement | November 12, 2024
Closing Date January 8, 2025
Price Expiry Date March 9, 2025

Days Remaining 19 Days




There was no budget allocation in 2024-25 for a Water Operational Audit, by approving this RFP
award before budget deliberations, Financial Services will be able to ensure the proper amount
is included in the 2025-26 water utility budget for this audit.

ALTERNATIVES

e Audit Committee could decide not to recommend to Council.
e Audit Committee could suggest an alternative solution to the operational audit.

ATTACHMENTS
NA

CHIEF ADMINISTRATIVE OFFICER REVIEW

(For use if report is from a Councillor. CAO to provide additional comments on background,
department/staff responsible and workload, budget, options, preferred strategy. State “Not
Applicable” if report is from staff which already incorporates CAO review.)

Report Prepared by:

Diana Gibson, Manager, Accounting & Financial Reporting

Report Reviewed by:

Carlee Rochon, Director, Financial Services

Report Approved by:

Mark Phillips, Chief Administrative Officer
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West Hants
Date: December 5, 2023
Meeting: Council

Submitted by:

Subject Matter:

COVER PAGE

Carlee Rochon, Director of Financial Services

Three Year Water Utilities Budget to Actuals

Summary: Below is a summary of the three year budget to actuals enclosed for Windsor Water Utiliy, and West Hants
Water Utility.

Windsor Water Budget to Actuals Summary

2020-2021 2021-2022 2022-2023
REVENUE BUDGET ACTUALS VARIANCE BUDGET ACTUALS VARIANCE BUDGET ACTUALS VARIANCE
Rate Sales 1,443,720 " 1,381,329 -4.3% 1,602,400 1,390,591 -13.2% 1,624,900 1,263,514 -22.2%
Fire Protection 478,100 © 403,054  -15.7% 408,900 474303  16.0% " oa76241 " 474303 -0.4%
Sprinkler Services 5,650 5,817 3.0% 7,400 5,689 -23.1% 7,548 5,728 -24.1%
Other Operating Revenue 10,300 " 11,928 15.8% 12,581 17,360 38.0% 4 12,833 8,901 -30.6%
Total Operating Revenue 1,937,770 1,802,128 -7.0% 2,031,281 1,887,943 -7.1% 2,121,522 1,752,446 -17.4%
EXPENSES
Source of Supply 15,000 3,127 -79.2% 15,000 1,317 -91.2% 7,000 12,742 82.0%
Water Treatment 440,850 448,479 1.7% 429,550 403,219 -6.1% 454,700 527,208 15.9%
Transmission & Distribution 519,901 450,044 -13.4% 459,198 432,786 -5.8% 430,350 450,832 4.8%
Administration & General 471,530 387,028 -17.9% 564,157 517,719 -8.2% 557,130 627,385 12.6%
Total Operating Expenditures 1,447,281 1,288,678 -11.0% 1,467,905 1,355,042 -7.7% 1,449,180 1,618,166 11.7%
Total Non-Operating Revenue 7,698 1,341 -82.6% 7,698 3,204 -58.4% 2,710 2,240 -17.3%
Total Non-Operating Expenditures 248,170 250,332 0.9% 244,170 270,091 10.6% 556,988 562,304 1.0%
Operating Surplus/Deficit 250,017 264,459 5.8% 326,904 266,015 -18.6% 118,063 (425,784) -460.6%
West Hants Regional Municipality Page 1 of 2
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COVER PAGE
West Hants
West Hants Water Budget to Actuals Summary
2020-2021 2021-2022 2022-2023
REVENUE BUDGET ACTUALS  VARIANCE BUDGET ACTUALS  VARIANCE BUDGET ACTUALS  VARIANCE
Rate Sales 1,590,000 1,558,138 -2.0% 1,685,950 1,676,628 -0.6% 1,743,669 1,816,027 4.1%
Fire Protection 605,838 601,250 -0.8% 601,250 597,039 -0.7% 597,039 595,789 -0.2%
Sprinkler Services 1,000 900  -10.0% 900 900 0.0% 918 - -100.0%
Other Operating Revenue 17,500 24,018 37.2% 24,150 37,311 54.5% 26,553 6,181  -76.7%
Total Operating Revenue 2,214,338 2,184,306 -1.4% 2,312,250 2,311,878 0.0% 2,368,179 2,417,998 2.1%
EXPENSES
Source of Supply 423,220 495,730 17.1% 423,220 501,058 18.4% 422,220 252,975  -40.1%
Water Treatment 382,550 380,592 -0.5% 390,750 372,062 -4.8% 452,550 443,697 -2.0%
Transmission & Distribution 616,345 520,215  -15.6% 602,295 467,490  -22.4% 751,345 671,964  -10.6%
Administration & General 678,451 603,842  -11.0% 808,217 730,106 -9.7% 796,549 610,830  -23.3%
Total Operating Expenditures 2,100,566 2,000,379 -4.8% 2,224,482 2,070,716 -6.9% 2,422,664 1,979,465 -18.3%
Total Non-Operating Revenue 3,500 1,343  -61.6% 3,500 (232) -106.6% 3,500 640 -81.7%
Total Non-Operating Expenditures 141,455 108,072  -23.6% 116,455 121,692 4.5% 136,934 98,646  -28.0%
Operating Surplus/Deficit (24,183) 77,198 -419.2% (25,187) 119,238  -573.4% (187,919) 340,526  -281.2%

West Hants Regional Municipality

Page 2 of 2



Windsor Water Utility

2020-21 2021-22 2022-23
REVENUE ACTUALS BUDGET  VARIANCE ACTUALS BUDGET  VARIANCE ACTUALS BUDGET  VARIANCE
Residential Metered $ 564,450 $ 600,000 $ (35550)| [$ 589,466 $ 675000 $ (85,534)] [$ 641,019 $ 688,500 S (47,481)
Flat Rate Sales $ 465915 $ 430,000 $ 35915 $ 457,455 S 450,000 $ 7,455 $ 465,140 S 459,000 $ 6,140
Fire Protection -Town of Windsor $ 271,255 $ 319,200 $ (47,945)| |$ 319,208 $ 275000 $ 44,208 $ 319,208 $ 319,208 $ -
Fire Protection - West Hants $ 131,799 $ 155,100 $ (23,301)| |$ 155,095 $ 132,000 $ 23,095 $ 155095 $ 155,095 S -
Fire Protection- Private Hydrants S - S 3,800 $ (3,800) S - S 1,900 $ (1,900) S - S 1,938 $  (1,938)
Sprinkler Service $ 5817 $ 5650 $ 167 $ 5689 $ 7400 $ (1,711)| |$ 5728 $ 7,548 S (1,820)
Three Mile Plains Water Utility $ 220,773 $ 180,000 $ 40,773 S 223,343 $ 294,700 $ (71,357) [$ 28361 $ 294,700 $ (266,339)
Wentworth Water Utility $ (5813) $ 4200 $ (10,013)| |$ 3,175 $ 5000 $ (1,825) [$ 2538 S 5000 S (2,462)
Dill Road Utility $ 35491 $ 50,000 $ (14,509)| [$ 17,528 $ 52,000 $ (34,472)| |$ 25,144 $ 52,000 $ (26,856)
West Hants- Underwood Meter S 718 $ 80,000 $ (79,282) S 380 S 1,000 $ (620) $ 410 $ 1,000 $ (590)
West Hants Service Charge $ 99,796 $ 99,520 $ 276 S 99,244 S 124,700 $ (25,456)| |$ 100,902 $ 124,700 $ (23,798)
Interest on Customer Accounts S 7,278 S 6,500 S 778 S 3,645 S 7,200 $ (3,555) S 3,501 S 7,344 S (3,843)
Other Operating Revenue S 4,650 S 3,800 S 850 $ 13,715 $ 5381 $ 8,334 S 5,400 $ 5489 $ (89)
TOTAL OPERATING REVENUE| $1,802,128 $1,937,770 $ (135,642)| | $1,887,943 $2,031,281 $ (143,338)| | $1,752,446 $2,121,522 $ (369,075)
2020-21 2021-22 2022-23
EXPENSES ACTUALS BUDGET  VARIANCE ACTUALS BUDGET  VARIANCE ACTUALS BUDGET  VARIANCE
SOURCE OF SUPPLY
Maintenance - Watershed Roads S - $ 12,000 $ (12,000) |$ - $ 12,000 $ (12,000) |$ 2,678 S 5000 $ (2,322)
Other Supplies & Expenses S 1,837 $ 1,500 $ 337 S 27 S 1,500 $ (1,473) S 10,064 S 500 $ 9,564
Water Withdrawal Fees S 1,289 $ 1,500 $ (211) S 1,289 $ 1,500 $ (211) $ - S 1,500 $  (1,500)
TOTALSOURCE OF SUPPLY| $ 3,127 $ 15,000 $ (11,873) ($ 1,317 $ 15000 $ (13,683) [$ 12,742 $ 7,000 $ 5742
WATER TREATMENT
Operational Labour $ 202,579 $ 173,500 $ 29,079 S 136,467 $ 154,200 $ (17,733)| |$ 196,688 $ 182,900 $ 13,788
Photocopier $ 386 $ 1,200 $ (814)| | S 375 $ 1,200 $ (825)| |$ 450 $ 500 $ (50)
Office Supplies S (1,957) S 200 $ (2,157)| | S 31 S 200 $ (169)| | S - $ 200 $ (200)
Chemicals $ 84,046 $ 106,700 $ (22,654) |$ 97,125 $ 111,700 $ (14,575) |$ 139,518 $ 115600 $ 23,918
Other Supplies & Expenses S 1,647 $ 2,000 $ (353) S 3316 $ 2,000 $ 1,316 S 2,641 S 3,000 $ (359)
Maintenance - Plant Roadways $ 5609 $ 5,000 $ 609 $ 905 $ 5000 $ 4,056 $ 7,584 S 5000 $ 2,584
Maintenance - Building $ 7539 $ 20000 $ (12,461) |$ 15409 $ 20000 $ (4,591) [$ 17051 $ 15000 $ 2,051
Maintenance - Equipment $ 52,701 $ 37,500 $ 15,201 $ 43,072 $ 37,500 $ 5572 $ 45978 $ 37,500 S 8,478
Maintenance - Waste Water Lagoon S 5,149 S 5,000 S 149 S 1,642 S 5000 $ (3,358) S 3,754 S 5000 $ (1,246)
Power $ 49603 $ 51,500 $ (1,897) |$ 46121 $ 51,500 $ (5379)| |$ 58981 $ 49,000 $ 9,981
Fuel $ 16026 $ 23,000 $ (6974) |$ 33,481 $ 23,000 $ 10,481 $ 38636 S 23,000 $ 15,636
Lab Supplies $ 5204 $ 4500 S 704 $ 5958 S 5,500 $ 458 $ 4201 S 5500 $ (1,299)
Outside Testing $ 19,496 $ 10,000 $ 9,496 $ 11,011 $ 12,000 $ (989)| |$ 11,521 $ 12,000 $ (479)
All Terrain Vehicle $ 451 $ 750 S (299)| | s 157 $ 750 S (593)| |$ 205 S 500 $ (295)
TOTAL WATER TREATMENT| $ 448,479 $ 440,850 $ 7,629 $ 403,219 $ 429,550 $ (26,331)| [$ 527,208 $ 454,700 $ 72,508
TRANSMISSION & DISTRIBUTION
Operational Labour $ 308,055 $ 267,420 $ 40,635 S 252,915 $ 276,458 $ (23,543)| |$ 342,241 $ 319,150 $ 23,091
Small Tools & Equipment $ 4003 $ 5000 $ (997) |$ 6788 S 5000 $ 1,788 S 8 $ 6000 $ (5992)
Maintenance - Mains & Standpipes $ 65772 $ 101,500 $ (35,728)| |$ 114,050 $ 101,500 $ 12,550 S 48490 $ 65000 $ (16,510)
Maintenance - Services $ 17,696 $ 15000 $ 2,696 $ 12,647 $ 15000 $ (2,353)| |$ 25580 $ 10,000 $ 15,580
Maintenance - Meters $ 8611 $ 3,000 $ 5611 $ 12,880 $ 3,000 $ 9,880 $ 6015 $ 3000 $ 3,015
Maintenance - Hydrants $ 4171 5 8500 $ (4329 |$ 2297 $ 8500 $ (6203) [$ (5914) S 7,500 S (13,414)
Power - Isolation Valve Chamber S 1,185 $ 1,200 $ (15) S 990 $ 1,200 $ (210) S 1,383 $ 1,200 $ 183
Other Expenses $ 212 $ 33,401 $ (33,189)] |$ 329 $ 31,540 $ (31,211)] |$ 841 $ 1,500 $ (659)
Vehicle Use from PW $ 40,338 $ 84,880 $ (44,542)| [$ 29,891 ¢ 17,000 $ 12,891 $ 32,188 $ 17,000 $ 15,188
TOTAL TRANSMISSION & DISTRIBUTION| $ 450,044 $ 519,901 $ (69,857)] |$ 432,786 $ 459,198 $ (26,412) |$ 450,832 $ 430,350 $ 20,482
ADMINISTRATION
Advertising $ 409 $ 1,200 $ (791)| | $ 278 $ 1,200 $ (922)| |$ 696 $ 700 $ (4)
Auditors $ 11,100 $ 11,100 $ - $ 8838 $ 8475 § 363 S 4067 S 8800 $ (4,733)
UARB $ 2124 5 2132 §$ @) |s - $ 2132 $ (2,132) |S 4,083 $ 11,627 $ (7,544)
Professional Services $ 41,112 $ 50,000 $ (8,888)| [$ 23,131 $ 72,000 $ (48,869)| |$ 23,069 $ 52,000 $ (28,931)
Computer & Asset Management S 2,483 S 23,207 $ (20,724) $ 11,997 $ 17,167 S (5,170) $ 7,674 S 10,167 S (2,493)
Insurance $ 5354 $ 7380 $ (2026)| [$ 8871 ¢ 9963 $ (1,092) |$ 11,205 $ 10,645 S 560
Uncollectible Accounts S - S 2,000 $ (2,000) |$ - S 1,000 $ (1,000) |$ - S 7,500 $ (7,500)
Training & Travel $ 386 $ 15500 $ (11,644)| |$ 13,340 $ 15500 $ (2,160)| [$ 18,687 S 15000 $ 3,687
Telephone S 3,351 S 2,500 $ 851 $ 6,070 $ 2,500 $ 3,570 $ 7,790 S 3,000 $ 4,790
PW Contribution $ 15669 $ 56,399 $ (40,730)| [$ 29,835 $ 25000 $ 4,835 $ 35217 $ 27,000 $ 8,217
Administration Fee $ 23390 $ 23390 S - $ 132,498 $ 132,498 S - $ 220,242 $ 131,744 S 88,498
Deprecreation $ 249,469 $ 247,244 $ 2,225 $ 254,300 $ 247,244 $ 7,056 $ 249,007 $ 249,469 S (462)
Taxes $ 28711 S 29,478 S (767)| |$ 28561 $ 29,478 $ (917)| |$ 45648 S 29,478 $ 16,170
TOTAL ADMINISTRATION EXPENSES| $ 387,028 $ 471,530 $ (84,502) |$ 517,719 $ 564,157 $ (46,438)| |$ 627,385 $ 557,130 $ 70,255
TOTAL OPERATING EXPENSES| $1,288,678 $1,447,281 $ (158,603)| | $1,355,042 $1,467,905 $ (112,863)| | $1,618,166 $1,449,180 $ 168,985
Operating Profit (Loss) $ 513,450 $ 490,489 $ 22,961 $ 532,902 $ 563,376 $ (30,474)| | $ 134,281 $ 672,341 $(538,061)
NON OPERATING REVENUE
Interest $ 810 $ 6498 $ (5688) |$ 2618 S 6498 $ (3,880) |S$ 2,240 $ 2,010 $ 230
Other Non-Operating Revenue S 531 S 1,200 $ (669)] | S 586 S 1,200 $ (614)| | S - $ 700 $ (700)
TOTAL NON OPERATINGREVENUE [ $ 1,341 $ 7,698 $ (6357)] [$ 3,208 ¢ 7698 $ (4494) |[$ 2240 $ 2,710 $ (470)
NON OPERATING EXPENSES
Principal on Long Term Debt $ 195618 $ 182,520 $ 13,098 $ 197,933 $ 182,520 $ 15,413 $ 512,538 $ 525143 $ (12,605)
Interest on Long Term Debt $ 51,700 $ 61,650 $ (9,950)| [$ 45338 $ 61,650 S (16,312)] |$ 31,845 $ 31,845 S -
CAPITAL EXPENDITURES OUT OF REVENUE |$ 3,014 $ 4,000 S (986)| | $ 26,820 $ - $ 26,820 $ 17,922 $ - $ 17,922
Transfer to Sludge Handling Reserve S - $ - S - S - $ - S - S - $ - S -
TOTAL NON OPERATING EXPENSES| $ 250,332 $ 248,170 $ 2,162 $ 270,091 $ 244,170 $ 25,921 $ 562,304 $ 556,988 $ 5,317
Total Surplus/(Deficit)| $ 264,459 $ 250,017 $ 14,442 $ 266,015 $ 326,904 $ (60,889)| |$ (425,784) $ 118,063 $ (543,847)

3-Year Budget to Actuals
Windsor Water Utility
West Hants Regional Municipality Page 10f 1



West Hants Water Utility

2020-21 2021-22 2022-23
REVENUE ACTUALS BUDGET VARIANCE ACTUALS BUDGET VARIANCE ACTUALS BUDGET VARIANCE
Residential - Consumption $1,003,721 $1,300,000 $ (296,279) $ 981,822 $1,205,000 $ (223,178) $ 980,297 $1,229,100 $ (248,803)
Residential - Meter $ 552,860 $ 290,000 $ 262,860 S 678,695 $ 479,000 $ 199,695 $ 706,602 S 488,580 $ 218,022
Commercial (Bulk Sales) S 1,558 S - S 1,558 S 1,949 S 1,950 S (1) S 1,965 S 1,989 S (24)
Public $ 600,000 $ 604,438 S (4,438)| |$ 595789 $ 600,000 $ (4211)] |$ 595789 § 595789 $ -
Private $ 1,250 $ 1,400 $  (150)| |$ 1,250 $ 1,250 $ - $ - % 1250 S (1,250)
Services S 900 $ 1,000 $ (100)| |$ 900 S 900 $ - S - S 918 $ (918)
Other $ 4406 $ - $ 4406| |$ 10490 $ 4000 $ 6490 | |$ (12,149) $ 4,080 $ (16,229)
Special Services $ 16,050 $ 13,500 $ 2,550 $ 16,705 $ 16,150 $ 555 $ 15110 $ 16,473 $ (1,363)
Water Sales $ - S - S - $ 14,163 S - $ 14163 |$ 127,163 $ 24,000 $ 103,163
Interest Earned Overdue Acc. S 3,562 §$ 4,000 $ (438) $ 10,116 $ 4,000 $ 6,116 S 3,221 §$ 6,000 S (2,779)
TOTAL OPERATING REVENUE| $2,184,306 $2,214,338 $ (30,032) $2,311,878 $2,312,250 $ (372) $2,417,998 $2,368,179 $ 49,819
2020-21 2021-22 2022-23
EXPENSES ACTUALS BUDGET VARIANCE ACTUALS BUDGET VARIANCE ACTUALS BUDGET VARIANCE
SOURCE OF SUPPLY
Maintenance (SOS) $ 2115 $ 9000 $ (6885)| |$ 3423 $ 9000 $ (5577)| |$ 6072 & 8000 $ (1,928)
Water Purchased - TMP S 492,756 $ 413,720 $ 79,036 S 497,165 $ 413,720 $ 83,445 $ 241,903 $ 413,720 $ (171,817)
Water/Provincial Permits S 859 § 500 $ 359 S 470 S 500 $ (30) S 5,000 $ 500 $ 4,500
TOTAL SOURCE OF SUPPLY| $ 495,730 $ 423,220 $ 72,510 $ 501,058 $ 423,220 $ 77,838 $ 252,975 $ 422,220 $ (169,246)
WATER TREATMENT
Operational Labour $ 194,762 $ 179,000 $ 15762 | |$ 166,045 $ 180,000 $ (13,955)| |$ 218,717 $ 220,650 $  (1,933)
Power - 238 Eldridge Rd S 36948 $ 67,000 $ (30,052) S 44,031 $ 67,000 $ (22,969) $ 41,456 $ 30,000 $ 11,456
Power - Hantsport WTP $ 486 $ 6000 S (1,144) |3 32 6 6000 $ (5968) |$ 21,364 $ 43,000 $ (21,636)
Fuel / Propane - Inc. Generator- & Maintainance | $ 7,780 $ 550 $ 7,230 S 12,817 S 550 $ 12,267 $ 17,984 S 13,000 S 4,984
Chemicals S 74436 S 62,000 $ 12,436 $ 72,588 $ 70,000 $ 2,588 $ 83,327 $ 78,000 $ 5,327
Alarm $ 229 ¢ 1000 $ (77| |¢ 599 ¢ 1,000 $  (401)| | 480 S 700 S (220)
Structures & Improvements S 14,260 S 7,100 $ 7,160 S 8,484 S 7,200 $ 1,284 S 7,778 S 7,200 S 578
Pumping Equipment $ 598 & 3,000 $ (2402)] |¢ 778 S 3000 $ (2.222)] |9 107 $ 2500 $ (2,393)
Treatment Equipment $ 39653 $ 45000 $ (5347)| |$ 59,506 $ 45000 S 14,506 | |$ 39,925 S 45000 $ (5,075)
Supplies & Maintenance S 6,632 $ 500 $ 6,132 S 3,639 $ 3,639 $ 12,225 $ 11,500 $ 725
Other Expenses $ 438 $ 11,400 S (10,962)| |$ 3,544 & 11,000 ¢ (7.456)| |3 333§ 1,000 $  (667)
TOTAL WATER TREATMENT| $ 380,592 $ 382,550 $ (1,958)| |$ 372,062 $ 390,750 $ (18,688)| |$ 443,697 $ 452,550 $ (8,853)
TRANSMISSION & DISTRIBUTION
Supervision $ 203,215 $ 210,000 $ (6785)| |$ 194,261 $ 216,300 $ (22,039)| |$ 249,929 $ 251,900 $ (1,971)
Operational Labour $ 194,384 $ 190,000 $ 4384 | |$ 152,480 $ 172,000 $ (19,520)| |$ 243,169 $ 246,700 $ (3,531)
Reservoirs & Standpipes $ 11,232 $ 17,000 $ (5768) |$ 15711 ¢ 17,000 $ (1,289)| |$ 21,871 ¢ 17000 § 4871
Structures & Improvements S 4,787 S 3,000 $ 1,787 S 179 S 3,000 $ (2,821) S 167 S 3,000 $ (2,833)
Mains $ 110,669 $ 25000 $ 85,669 S 79,734 $ 30,000 $ 49,734 S 89898 $ 75000 $ 14,898
Leak Detection $ 8353 $ 15000 $ (6647)| |$ 3371 ¢ 10000 $ (6629)| |$ 10118 $ 7,500 $ 2,618
Bulk Water Haul Station S - S - S - $ - S - $ - S -
Services $ (100,323) $ 34,000 $ (134,323)| |$ (100,563) $ 34,000 $ (134,563)| |$ (66,463) $ 30,000 $ (96,463)
Meters - Supplies & Maintenance S 3,281 §$ 6,000 $ (2,720) S 2,613 S 6,000 $ (3,387) S 5899 $ 6,000 $ (101)
Hydrants $ 4314 $ 10000 $ (5686) |$ 16136 $ 10,000 $ 6136| |$ 4217 $ 10000 $ (5783)
PW Cost Distribution $ 16543 $ 20,000 $ (3457)| |$ 18441 $ 20000 $ (1,559) |$ 26,810 $ 21,520 $ 5,290
Rents (DMA Radio) S 718 $ 1,700 $ (982)| |$ 319§ 850 S (531)] |$ - S 850 $ (850)
Fleet Maintenance S 9,157 $ 22,805 $ (13,648) S 23921 $ 22,805 S 1,116 $ 35651 $ 23,675 S 11,976
Fleet Fuel S 7,943 §$ 9,140 $ (1,197) $ 21,255 $ 9,140 $ 12,115 $ 25082 $ 12,000 $ 13,082
Other $ 1,168 $ 3,700 S (2532) |¢ 159 $ 200 $ @y |s 209 200 $ 9
Lab Analysis $ 16679 $ 26000 $ (9,321)] |$ 15478 $ 28000 S (12,522)| |$ 13,971 $ 20,000 $ (6,029)
Monitoring Services S 202 S 8,500 $ (8,298) |$ 3,286 $ 8,500 $ (5214) |S - S 4,000 $ (4,000)
Power $ 27,892 $ 14500 $ 13,392 | |$ 20,709 $ 14500 $ 6209 | |$ 11,434 $ 22,000 $ (10,566)
TOTAL TRANSMISSION & DISTRIBUTION| $ 520,215 $ 616,345 $ (96,130) |$ 467,490 $ 602,295 § (134,806)| |$ 671,964 $ 751,345 $ (79,381)
ADMINISTRATION
Professional Services $ 3567 $ 25000 $ (21,433)| |$ 11,062 $ 25000 $ (13,938)| |$ 14211 § 32,500 $ (18,289)
Computer & Asset Management $ 29,749 $ 18,667 S 11,082 $ 11,120 $ 29,000 $ (17,880) S 5426 $ 6,667 S (1,241)
Mileage & Expenses S 5344 §$ 2,500 $ 2,844 S 4,896 $ 2,500 $ 2,396 S 5947 §$ 3,100 $ 2,847
Training & Development S 4,495 S 3,103 $ 1,392 S 5,263 S 2,805 $ 2,458 S 7,730 $ 3,505 $ 4,225
Telephone $ 11,382 § 8,500 $ 2,882 S 7,729 S 9,500 $ (1,771) S 14,795 $ 9,000 $ 5,795
Advertising S 388 §$ 1,000 $ (612) S 278 S 1,000 $ (722) S 1,163 $ 1,000 $ 163
Administration Fee $ 112,000 $ 112,000 $ - $ 230,641 $ 230,641 $ - $ 131,744 $ 220242 S (88,498)
General Office Expenses S 1,556 S 4,400 S (2,844) S 1,425 S 4,900 S (3,475) S 1,765 S 4,400 $ (2,635)
Auditor $ 12,000 $ 12,000 $ - $ 8838 $ 8475 $ 363 | |$ 4067 $ 8800 $ (4,733)
UARB $ 2316 $ 1,000 $ 1,316 |$ - ¢ 1,000 $ (1,000)] |$ 4975 $ 9,495 $ (4,520)
Insurance $ 6736 S 9200 S (2464) |$ 6379 $ 9200 $ (2,821)| |$ 7074 § 7655 $  (581)
Other Expenses $ 7419 $ 11,000 $ (3,581) |$ 145 $ 14115 $ (13,970) |$ 3,538 $ 6000 $ (2,616)
Depreciation $ 370,678 $ 430,709 $ (60,031)| |$ 406,880 $ 430,709 $ (23,829)| |$ 390,304 $ 444,812 $ (54,508)
Taxes $ 36211 $ 39372 S (3,161)) |$ 35450 $ 39372 $ (3922)| |$ 18243 § 39372 $ (21,129)
TOTAL ADMINISTRATION EXPENSES| $ 603,842 $ 678,451 $ (74,609)| | $ 730,106 $ 808,217 S (78,111)| |$ 610,830 $ 796,549 $ (185,719)
TOTAL OPERATING EXPENSES| $2,000,379 $2,100,566 5 (100,187)| | $2,070,716 $2,224,482 5 (153,766)| | $1,979,465 $2,422,664 5 (443,198)
Operating Profit (Loss) $ 183,927 $ 113,772 $ 70,155 $ 241,162 $ 87,768 $ 153,394 $ 438,532 S (54,485) $ 493,017
NON OPERATING REVENUE
Bank Interest $ 1343 $ 3500 S (2157)] [S (232) § 3500 5 (3,732)] |3 640 S 3,500 S (2,860)
TOTAL NON OPERATING REVENUE | $ 1,343 $ 3500 $ (2157)| [$ (232) 5 3500 $ (3,732)] |3 640 $ 3,500 $ (2,860)
NON OPERATING EXPENSES
Principal $ 65020 $ 60,133 S 4,887 $ 51,334 $ 60,133 S (8,799) $ 60,134 $ 60,134 S -
Long Term Debt (interest) $ 30283 $ 46322 $ (16039) |$ 15691 S 46322 S (30,631)| |$ 13,572 S 16800 $ (3,228)
Capital Out of Revenue $ 2,769 $ 25000 $ (22,231)| |$ 44,668 S - S 44668| |$ 24941 $ 50,000 $ (25,059)
Transfer to Sludge Handling Reserve $ 10,000 $ 10,000 S - $ 10,000 $ 10,000 S - S - S 10,000 $ 10,000
TOTAL NON OPERATING EXPENSES| $ 108,072 $ 141,455 $ (33,383)| | 121,692 $ 116455 $ 5237 | |5 98646 $ 136,934 $ (18,288)
Total Surplus/(Deficit)| $ 77,198 $ (24,183) 5 101,381 | |5 119,238 S (25,187) $ 144,425 | | 5 340,526 $ (187,919) $ 508,445

3-Year Budget to Actuals
West Hants Water Utility
West Hants Regional Municipality Page 10of 1
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*  West Hants
&—i ‘ ‘ something inspiring awaits

WEST HANTS REGIONAL MUNICIPALITY REPORT

Information [J Recommendation v | Decision Request Councillor Activity v*
To: Committee of the Whole — West Hants Regional Municipality
Submitted by: Jim lvey, Councillor, Windsor South, District 11
Date: January 9, 2023
Subject: Windsor West Hants Water Utilities - Detailed Audit Recommendation

Report

LEGISLATIVE AUTHORITY

Meeting and Committee Procedural Policy: Councillor Reports
MGA Part Il Sections 30 & 31 CAO and Council Relationship
NSUARB — Water Utility Regulations

RECOMMENDATION or DECISION REQUEST
Council directs CAO to secure an independent firm to undertake a detailed, operational and
financial audit of the West Hants and Windsor Water Utilities.

Council directs the CAO to have Water Utility Financial Reports provided to Council for review on
a monthly basis as presently occurs with the West Hants operating financial report and further
that the water utility budgets also include the volume of water that is delivered ‘wholesale’ to
the transmission and distribution system and the volume of water that is billed through the
finance department to our retail, end-user customers.

Property Public Opinion | gnvironment v Social O | Economic v~ | Councillor

v Activity v

BACKGROUND:
In January 2022, staff identified an apparent wholesale meter reading error between the Windsor
and Three Mile Plains Water Utility “TMP” (one of three consolidated West Hants Utilities).

The meter reading issue was described as being sufficiently large (40 million gallons per quarter) to
trigger an investigation for billing purposes. Review of the matter involved staff from both the
Department of Finance and Public Works. The istBe was ultimately resolved around June 2021
with the meter being replaced.
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An estimate calculated by staff for a correcting adjustment was issued to the TMP utility which
appears to have reduced its ‘Source of Supply’ cost for water purchased from the Windsor Water
Utility almost entirely (not just for the overage of the meter). (Wholesale water, bulk meter, bulk
rate).

Additionally, the Windsor Utility was subsequently assessed a correcting adjustment ($297,000)
against its water sold revenues for its sale of water to the Three Miles Plain Utility. (Wholesale
water, bulk meter, bulk rate).

(It should be noted that none of the preceding details regarding the meter reading issue or financial
impacts were raised with West Hant Regional Council or the Audit Committee over the last two
years).

When the 2022-23 Audited Statements were presented to Council (Oct 28, 2023), the Windsor
Utility reflected a deficit of (-$425K) against a budget of +$118K.

The Three Mile Plains / West Hants Utility however generated a surplus of +5341K against a
budgeted loss of (-5118K).

Questions were raised about the cause of the deficit for the Windsor Utility as well as the surplus
of the West Hants Utility during the presentation of the audited statements. The responses
provided were solely as a “budget to actual” comparison without any reference to the two primary
factors of almost $300K in adjustments for each of the two utilities.

Responses to questions over the last 2 months have at the very least, maintained a level of
uncertainty regarding the meter reading issue and how it was ‘adjusted’ operationally and
financially on the wholesale side of the equation. Information on the timing when the meter
reading issue first occurred and for the credits issued remains vague.

DISCUSSION:

Water Utilities in Nova Scotia are regulated by the Utility and Review Board. The interconnection of
the Windsor and Three Mile Plains Utilities continues to be a regulated relationship including the
accounting for both non-revenue water and unaccounted water.

The Windsor Water Utility does not have a record of operating at a deficit and further has historically
sold water on a wholesale basis to the Three Mile Plains Utility at a recent level which generated

revenues of approximately $220K +/- per year (2020-21 and 2021-22).
(To note, the budget for sales to Three Mile Plains for the last 2 years has been $294,000 or 556,000 less than the
‘incorrectly metered’ value of water sold as of the third quarter of 2021-22 estimated at $350,000).

Adjustments were reported to have been applied to both the Windsor and Three Mile Plains Utilities
for the 2021-22 fiscal year and for the remainder of the credit to be applied to the 2022-23 fiscal
year, (for the billing period between June 2021 and April 2022). The records do not reflect any
discernable credit in 2021-22. The credits issued in 2023 (297K) appear to have been an
overcorrection of 2023 data or a combination of 2022 and 2023.

14
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Auditors:

Council was advised that the auditors were aware of the meter reading and correcting adjustments
being made to the financial statements, yet there is no mention of the meter read issue or the
credits during the audit process in 2022 nor in 2023.

At the conclusion of discussions for the 2022 Audit, the auditors commented that:

...“And to me this would point to the signs of a well-run and well-funded municipal unit. You're
liquid, you're not underwater, you've got water utilities that are well funded, and your rates are in
line with holding decent levels of profit there and not huge deficits not that you're overly profitable,
but you're not in a huge deficit either.”...

At the conclusion of discussions for the 2023 Audit, the auditors commented that:
... “The Windsor Water Utility was flagged as showing a deficit of $425,784. Not alarming but if this
trend continues, a rate review and/or consolidation with the West Hants Water Utility should be
considered.”...

No reference was made in the auditor’s comments or in the Audited Financial Statements (for prior
period adjustments) for the credits issued which are material and which were the primary single
contributor to the deficit of the Windsor Water Utility and the vastly improved performance of the
Three Mile Plains Utility.

Unaccounted and Non-Revenue Water

As a final comment, the unaccounted and non-revenue water (56%-59%) within the Three Mile
Plains distribution system has been significant over an extended period of time. It is noted in the
NSUARB 2016 Three Mile Plains Water Utility Rate application and also in the NSUARB 2019
Consolidation of the West Hants Utilities application.

Information requests from 2016 application affirmed by West Hants that:
..." The non-revenue water for the most recent 12-month period is 59% of water purchased from
the Town of Windsor Water Utility. Of this amount 53% is unaccounted for with 6% accounted

27

for”....

Further in response to the question that the water purchased in the rate study is the correct amount,
the reply from West Hants was:

“...The rate study is based on purchasing 100,919,590 imp gallons per year. The most recent data
from the Utility indicates that it purchased 98,179,242 imp gallons in the most recent 12 month
period...”

Information requested during the NSUARB 2019 utility consolidation application included:

Which of the current three water utilities purchase water from Windsor and what is the annual
volume of the purchase(s)?

“As noted in the response to IR-23a) the Three Mile Plains/Wentworth Water Utility purchases
water from Windsor. The volume purchased in 2017/18 was 391,113 cubic meters. (which equals
86,032,832 imp gallons)”.

It is noted in one of the NSUARB hearing documents that water is distributed through three master
meters which are located at the following distanggs and locations from the treatment plant: 1.7 km
(Back Road), 2.8 km, (Dill Road) and 8.2 km (Wentworth Road). It is unknown where the
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“Underwood meter” fits into this configuration.

Information received last evening from the Department of Finance is appreciated. It must be
identified however that the meter reading issue and the significant credit was reported to have
begun in early fiscal 2021 and run through to the beginning of fiscal 2022. The wholesale water sold
to Three Mile Plains during that period appears (by way of reverse math), to have been based on
88,981,275 gallons (5223,434). The year prior (fiscal 2020-2021), reflects a similar volume with sales
of 87,959,371 gallons generating sales of $220,773.

In closing, this was never intended to be such a detailed process. This report only deals with the
meter reading issue. Without clear information being provided to Council, it is difficult to discern
and is important to know:

- when the wholesale meter became faulty,

- the magnitude of the misreads in volume of water and billable amounts related to water sold

- the magnitude of the correction in volume of water and billable correcting adjustment required,
- the period when the meter read was corrected and

- the periods for when the correcting adjustments were being applied.

A few of the reasons why this is important include:

- Proper information for budgetary planning and accounting. It appears Three Mile Plans Utility
has realized its full revenue for water delivered / sold to its residents but does not have the
cost of water purchased included as an expense (but does appear to have the cost of
engineering and supervision allocated as a cost component of purchased water).

- Setting rates for new rate applications

- Financial Condition reporting of the utilities is not clear and could be described as somewhat
incorrectly represented for the two utilities.

- Tracking of unaccounted and non-revenue water for control purposes

- Planning for future water needs including supply and demand.

NEXT STEPS
To Be Determined

FINANCIAL IMPLICATIONS

To be determined

ALTERNATIVES
To be determined

ATTACHMENTS:
The updated Utility Information from the department of Finance include in the agenda:

CHIEF ADMINISTRATIVE OFFICER REVIEW
The following comments have been provided by the Director of Financial Services and have been
reviewed and supported by the Chief Administrative Officer.
Staff have been committed to providing additional information to support the highlighted
information, brought to Council in October 202316nd as the matter of the 2022-23 Financial results
of the Windsor Water Utility remains a current discussion of Council. Staff have highlighted meter
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reads, comparison of bulk meters to residential meters and reminders of equipment failures that

impact the utility and its financial results in 2021-22 and 2022-23.

The following information provides a recap of the events between February 2022 and October 2023.
The 2022-23 Financial Statements were presented to the audit committee, by a Department
of Municipal Affairs and Housing registered auditing firm. The approved Financial
Statements are also provided to the Utility and Review Board for review and records.

To provide some added insight on the auditor’s process and the conclusions he provided to
the financial statements | provide the following comments about his process in response to
Councilor Ivey’s remarks about materiality and independence.

Auditors are required to test their own independence prior to starting an audit and provide
an independent auditor’s report with the statements. The auditors provided an unqualified
opinion of West Hants’ financial statements for the years 2021-22 and 2022-23. They stated
they felt that there were no errors or omissions in the statements that would cause a
reasonable person’s opinion to change. Auditors do quantify materiality, for testing
purposes. However, they state the concept is more of a qualitative factor, considering what
level of misstatement would change someone’s opinion of the financial statements.
Meaning when transactions are over the quantitative value set, then the qualitative factors
are reviewed. This would only trigger notification through the audit process if incorrectly
stated in the statements. Usually accompanied by management being unwilling to correct
the transaction.

As part of the 2022-23 annual budget process, staff identified a concern that required further
review in February 2022, that would impact the revenue and expenses for 2021-22 for the
water utilities. When three quarters of water billing through one of the bulk master meters
at 5 Back Rd (from Windsor Water Utility to supply the Three Mile Plain Bulk Master Meter
through the West Hants Water Utility), was over 38 million gallons each. This matter has
more recently been noted in the supplemental material provided to Council in January 2024,
regarding the entirety of consumption through the Three Mile Plains route was 32.3 million
gallons annually. It was determined in April 2022, there was a decimal error in the meter
read process. A corresponding credit was issued in April 2022, for previous billing periods.
The March 2022 bill from Windsor Water to West Hants Water for the Three Mile Plains route,
was voided off the account in April 2022 and reissued with the correct read.

In response to Councillor lvey’s comments relating to 2022-23 Budget and why the change in
revenue for the Windsor Water Utility for the Three Mile Plains route wasn’t adjusted to
reflect the changes associated with the change in consumption due to the correction to the
meter reading process, before its approval, the following comments are provided. At that
time of 2022-23 budget preparation and deliberation, it was unclear how the total impact of
correcting the reads would have on the revenue for the Windsor Water Utility for the 2022-
23 year. This is due to first quarter billing not being completed until July 2022, and because
the history on the account couldn’t be utilized to provide an accurate forecast for revenue.
The 2022-23 Utility Budgets were approved in June 2022, using historic revenue figures from
Three Mile Plains. Further in June 2022, the meter was also replaced. In August 2022, an
accrual entry was completed to move the credit for previous periods into fiscal 2021-22. The
credit and corresponding accrual in 2021-22 were reviewed by the auditors with Manager
Gibson, during the 2021-22 audit process, performed in the summer and fall of 2022. In
additions this matter was highlighted and reviewed through the Mentorship process, in
Winter 2023, as part of the auditor’s recommendation, to further confirm that the accrual
was recorded correctly by Manager Gibsoyy

As a reminder, the credit process is a normal operational procedure with the same logic applied to
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every customer account no matter if the account is held, commercially, residentially, or municipally.
Accruals are also a part of normal operational procedures. Meter issues, overbilling and underbilling
can occur, and the Rules and Regulations from the Utility and Review Board outline how they must
be handled. Staff are confident that the adjustments were recorded correctly and as per financial
requirements.

Though billing adjustments are not brought directly to Council, the newly established regular
financial updates provided to Council, will provide on an on-going basis information related to the
Utilities, in alignment with current practices for general operating.

However even though these adjustments are not brought to Council, staff recognize that once the
lower revenue was able to be confirmed, in the winter of 2022-23, this is when that matter could
have been brought more directly to Council’s attention.

With regards to the request for an independent audit firm to conduct a review of the Windsor Water
and West Hants Water 2022-23 Financials, staff are confident that the entries have been recorded
properly, and an additional audit process would provide the same opinion consistent with the
previous audit performed by Kent & Duffett.

Pending Council’s direction staff will support their wishes to provide added clarity and confirmation
to Council but note the additional audit process will place unscheduled demands on staff and normal
operations. If Council proceeds with the second audit, the cost of the audit is estimated to add
between $8-515 thousand to the utility budgets and may require approximately 8-12 weeks of
ongoing staff support in order to complete, once an auditing firm registered through Department of
Municipal Affairs and Housing is found through the procurement process.

Report Prepared by: Jim lvey, Councillor Windsor South, District 11

Report Reviewed by:

(Name and Title)

Report Approved by:
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Summary:

COVER PAGE

January 9, 2024

Committee of the Whole

Carlee Rochon, Director of Financial Services

Windsor Water Utility — Three Mile Plains Bulk Water Review

Below is a comparison of the 2022-23 Three Mile Plains annual
consumption billed to custumers, and the reads from the two bulk
meters at 5 Back Rd. that supply water to Three Mile Plains from the
Windsor Water Utility.

Quarterly Consumption Bill to Three Mile Plains Customers

Meter Si Ql Q2 Q3 Q4 TOTAL
elersize CONSUMPTION
5/8 " 7,562,095 8,688,776 6,725,993 7,190,787 30,167,651
3/4" 6,159 11,218 9,239 20,457 47,073
1.0" 186,534 196,212 199,512 213,810 796,068
15" 352,390 391,325 346,011 285,740 1,375,466
20" - - - - -
3.0" - - - - -
4.0" - - - - -
6.0" - - - - -
8.0" - - - - -
Total 8,107,178 9,287,532 7,280,755 7,710,794 32,386,259 |Imp. Gallons
Avg. Consumption per user' 28,635
Windsor Water Utility to TMP - Master Meters
TOTAL
TMP Master Meters 1 2 3 4
o g g 2 CONSUMPTION
Meter 1 - 5 Back Rd 139,240 9,411,154 4,502,545 3,722,535 17,775,474 |Decimal issue fixed on this meter
Meter 2 - 5 Back Rd 11,878,326 5,697,197 6,973,017 5,389,241 29,937,781
Total 12,017,566 15,108,351 11,475,562 9,111,776 47,713,255 |Imp. Gallons
Estimated Consumption Billing @ West Hants Bulk Water Rate 119,760 $2.51 per 1000 Imp. Gallons

(48,989,075 - 32,386,259) 15,326,996 * Unaccounted for Imp. Gallons water
32%

* The unaccounted for imp. gallons has been reviewed by staff and is considered within an acceptable range. This unaccounted water is
attributed to leakage, system flushing, fire hydrants, unauthorized usage, and old meter equipment, etc.

West Hants Regional Municipality Page1of1



TSCO 1a o
ech Calibration Test Report

—_— .
SEMNSsSUS
Name: Mun of West Hants/Windsor Date: 5/6/2024
Contact: Martin Kahoe Phone: 902-790-3429
Location: 786 Windsor Back Rd Size: 10” Fireline / 2 OMNI bypass
Make/Model: 10 Fire Line Serial #: 107 — 1414165
2” OMNI 2”-90017275
Test | GPM Test Volume Meter Volume Accuracy %
1 100 441 403.9 91.5
100 440.1 406.2 92.3
3 330 1105.4 1000.4 90.5
1 23 110.2 101.2 91.8
23 110.1 103.3 93.8
3 49 220 203.5 92.5

Repairs & Recommendations

Technician: Tom Cameron
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ech Calibration Test Report

L 2

SENsSUS
Name: Mun of West Hants/Windsor Date: 5/6/2024
Contact: Martin Kahoe Phone: 902-790-3429
Location: Edward Drive Size: 67
Make/Model: Sensus accuMAG Serial #: 80254992
Test | GPM Test Volume Meter Volume Accuracy %
1 49 441.2 440 99.7
2 124 440.8 440 99.8
3 110 440.7 440 99.8
4 314 881.2 880 99.8
5
6
7
8

Repairs & Recommendations

Note: Battery on Register shows only one bar left. The expected life span is under 1 year. Recommend ordering

Replacement battery pack.

Technician: Tom Cameron




The water consumption reports for 2022-23 and 2023-24 are as follows:

Year 2022/2023
TOTAL TOTAL
TOTALS WEST #t OF CLIENTS AS # OF CLIENTS AS
HANTS CONSUMPTION OF MAR31/23 WINDSOR | CONSUMPTION OF MAR31/23
(Cubic Meters) (Cubic Meters)
5/8" 334,614 2596 5/8" 191,198 1150
3/4" 2,073 8 3/4" 24,608 42
10" 11,387 17 10" 21,306 28
15" 8,073 6 15" 22,007 11
20" 13,604 7 20" 144,394 27
30" 24,736 3 30" 2,330 2
40" 3,671 2 40" 26,396 2
60" 0 6.0" - 0
Total 398,159 2639 Total 432,238 1302
Year 2023/2024
TOTALS WEST TGTAL it OF CLIENTS AS WINDSOR TCATAL # OF CLIENTS AS
HANTS CONSUMPTION OF MAR 31/24 CONSUMPTION OF MAR 31/24
(Cubic Meters) (Cubic Meters)
5/8" 372,771.49 2660 5/8" 173,631 1186
3/4" 1,368.81 10 3/4" 25,067 42
10" 10,058.58 17 10" 21,115 29
15" 7,643.92 6 15" 22,292 12
20" 20,446.40 7 20" 141,238 27
30" 21,928.91 3 30" 6,229 2
40" 4,942.30 3 40" 26,552 2
6.0" - 0 6.0" - 0
Total 439,160 2706 Total 416,124 1300

Undertaking U-3
To identify when the problem with the Underwood meter that resulted in the credit from

Windsor to TMP/Wentworth was discovered and how long it took to have it corrected.
Response:

The problem was with the 5 Back Road Meter, not with the Underwood Meter. A timeline for the
5 Back Road Meter can be found in the CAO comments of the report filed for U-15. It is not
clear how long the issue with this meter had existed, as there were two read malfunctions from
September 2020. It appears that upon installing a new meter in February 2021, the decimal
point issue began.

In February 2022, an account review was requested, and the decimal point issue was fixed as
part of the April 2022 billing.



Undertaking U-4
To provide an analysis showing the time period that the Underwood meter issue could
have existed.

Response:
As stated in the response to Undertaking U-3 the problem was with the 5 Back Road Meter. The
credit of $294,904 ($24,795+ $270,110) was calculated based on the following:

Billing Period Start Read Ending Read Consumption Billed

4/1/19 to 6/30/19 101,291 120,511 4,227,920 $10,612.08
7/1/19 to 9/30/19 120,511 134,441 3,064,252 $7,691.27
10/1/19 to 12/31/19 134,441 136,359 421,912 $1,059.00
1/1/20 to 3/31/20 136,359 138,752 526,400 $1,321.26
4/1/20 to 6/26/20 - Consolidation April 1,

2020 (Municipal Units) 138,752 140,339 349,091 $876.22
6/27/20 to 9/18/20 140,339 142,217 413,102 $1,036.89

September 2020 Read - Malfunction
January 7, 2021 Read - Malfunction
February 2021 New Meter - 92462341 Installed

2/19/21 to 3/24/21 638 50,535 10,975,793  $27,549.24
Should have been 63.8 5,053.5 4,989.70 $2,755.09
Credit Adjustment - Old Account on 4/20/22 -$24,794.15
3/25/21to 6/23/21 - New Account Created 50,535 236,158 40,834,306  $102,486.58
6/24/21to0 9/21/21 236,158 409,525 38,135,366 $95,719.77
9/22/21to 12/20/21 409,525 594,115 40,604,078 $101,916.24
12/21/21 to 3/18/22 - Voided 594,115 791,357 43,387,125 $108,901.68
12/21/21 to 3/18/22 - Reproduced correctly
reflecting decimal point 59,411 79,135 4,338,669 $10,890.06
Billed from 3/25/21-12/20/21 50,535 594,115 119,570,749  $300,122.58
Should have been 5,053.5 59,411.5 11,957,076 $30,012.26

Credit Adjustment - New Account on 4/20/22 -$270,110.32

Undertaking U-5
To provide the analysis comparing the costs allocated to the utility using utility operating

costs and municipal costs.

Response:

A rough analysis was done of the water Utilities share of municipal administration costs as direct
costs are allocated directly to the utilities. If the amalgamation of the two Utilities is approved a
detailed analysis will be conducted prior to the next rate study with the new utility structure. The
following are the results of the rough analysis compared to the present allocation of
administration costs based on the 10% formula which is included in the current rate study.
Currently the 10% formula is used throughout the Municipality to administer administration to
the various departments.



WEST HANTS REGIONAL MUNICIPALITY
WATER UTILITIES - CONSUMPTION REPORT - MARCH 2024

TOTAL
CONSUMPTION®

Utility Q1 Q2 Q3 Q4

West Hants Water

TMP (incl. Wentworth) 7,796,643 9,364,341 7,971,378 7,888,570 33,020,931
Hantsport 4,683,140 6,231,282 5,558,397 5,695,217 22,168,036
Falmouth 8,177,128 9,760,245 16,429,046 7,059,906 41,426,324
Total by Quarter 20,656,911 25,355,868 29,958,820 20,643,692 96,615,291

*Note all figures are shown in imperial gallons.

Utili 1 2 3 4 TOTAL

H 2 & 5 5 CONSUMPTION*

Windsor Water 21,046,494 24,521,359 23,962,667 22,065,075 91,595,595
Bulk Master Meters

WH Dill Road 3,365,526 2,501,048 4,515,964 5,659,802 16,042,340

WH TMP 5 Back Rd 7,873,351 13,191,761 10,767,703 12,750,063 44,582,878

WH Underwood Rd? 42,234 - 46,584,375 6,249,979 52,876,588

WH Wentworth Rd 227,888 155,958 278,701 152,878 815,425

SUBTOTAL 11,508,999 15,848,767 62,146,743 24,812,722 114,317,231

TOTAL BY QUARTER 32,555,493 40,370,126 86,109,410 46,877,797 205,912,826

1 . .. .
Note all figures are shown in imperial gallons.

’Four quarters' worth of consumption billed in the third quarter of 2023-24. Staff were estimating bills, as reads were unable to be obtained. We can
only estimate for two billing cycles, so quarter two was zero consumption. In quarter three, Public Works were able to get into the hole to obtain a
physical reading and Financial Services completed the four quarters' back billing, as per the Utility and Review Board's rules and regulations.

VARIANCE BETWEEN TMP AND BULK MASTER METERS® 81,296,300
% OF VARIANCE FROM TOTAL BULK CONSUMPTION* 71.1%

*The variance for imp. gallons is attributed to leakage, system flushing, fire hydrants, unauthorized usage, and old meter equipment, etc.
“If we average underwood over four quarters the variance would be closer to 60.9%

West Hants Regional Municipality
Water Utility Consumption Report - March 2024 Page 1of1
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WEST HANTS REGIONAL MUNICIPALITY REPORT

Information Recommendation [0 | Decision Request [1 | Councillor Activity [
To: West Hants Regional Municipality’s Committee of the Whole
Submitted by:

Carlee Rochon, Director, Financial Services

Date: September 24, 2024
Subject: Executive Summary — Utility and Review Board Water Amalgamation Hearing
May 23, 2024

LEGISLATIVE AUTHORITY
e Public Utilities Act

RECOMMENDATION or DECISION REQUEST

BACKGROUND

Property [ Public Environment [ Social 0 | EconomicV Councillor

Opinion O Activity (1

Council requested an executive summary of the Utility and Review Board (UARB) decision on
the Amalgamation of the Windsor Water Utility and the West Hants Water Utility, at the
September 2024 Committee of the Whole meeting.

Council made a motion to consolidate the water utilities and sewer services in December 2023.
G.A. Isenor Consulting and Blaine S. Rooney Consulting consolidated the water utilities and
sewer services and conducted a water rate study and a sewer rate study to determine their
financial needs over for the next three years (2024-25 to 2026-27).

Between the time of Council approval and the final decision of the UARB, it is completely
normal to see some changes to the rate study. On May 23, 2024, a public hearing was held.



On September 3, 2024, the Nova Scotia Utility and Review Board (UARB) issued the following
decision:

"Application to consolidate the Windsor Water Utility and the West Hants Water Utility
into the West Hants Regional Water Utility is approved. The Schedule of Rates and
Charges and Schedule of Rules and Regulations are approved as amended by the Utility
in response to the Undertakings.”

DISCUSSION

During the May 23, 2024 Public Hearing, the Utility and Review Board asked for additional
information regarding consumption, administrative fees, and the Back Road Bulk Meter credit.
They also requested some adjustments to help smooth the impacts of the rate changes through
debt servicing and capital project timeline adjustment. For further details, please reference the
attached Decision.

There are two key directives from the UARB following their decision, that will need to occur
before the next rate hearing.

The first is that the allocation of administrative costs between the Municipality and the Utility
be reviewed, considering the current 10% allocation (page 40, paragraph 118) before the next
rate application. This is to ensure the Utility is being charged fairly for its share of municipal
costs going forward, as they are currently being undercharged. This has been a discussion of
Council previously, and staff will bring it back for further discussion during future budget
deliberations, based on the Board’s directive.

The second is on page 45, paragraphs 131 and 132 and in the conclusion (paragraph

175). They have ordered the creation of a reserve for the revenue that is within the rates for
any depreciation or debt servicing, for capital projects that are delayed or that do not go
forward. If there are delays, the Board wants those funds allocated in the rates for
depreciation and debt servicing to not go to operating surplus but to be held for the capital.
This is similar to our current debt servicing practice within the Municipality’s general operating
budget. We will be making the request to the Board to create the reserve following

October 1. Once approved, it will be incorporated into the 2025-26 Reserve Budget. This is
warranted, given the large capital plan for the utility, and will help support long-term capital
financial needs. This will be a restricted reserve, as the Board’s decision outlines what the
reserve can be used for.

Rate comparisons were prepared from the first submitted study (dated January 18™) to the
final submitted rate study, for reference (see below).



Consolidated Water Utility Proposed Rate Comparison

2024-25 to 2026-27

Quarterly Rates

% Change Year to Year

WIN Current  WH Current Proposed - UARB WIN WH
Size of Meter 2023/24 2023/24 2024/25 2025/26 2026/27 2024/25 2024/25 2025/26 2026/27
Unmetered 170.10 - 259.24 274.64 279.88 52.4% 100.0% 5.9% 1.9%
15mm-5/8” 69.75 62.25 79.22 86.05 81.52 13.6% 27.3% 8.6%  -5.3%
19mm — %" 102.00 92.42 117.18 127.38 120.54 14.9% 26.8% 8.7% -5.4%
25mm-1" 166.51 152.74 193.10 210.03 198.57 16.0% 26.4% 8.8% -55%
37mm-—-1%" 327.78 303.56 382.91 416.66 393.66 16.8% 26.1% 8.8% -5.5%
50mm - 2" 521.30 484.53 610.68 664.63 627.76 17.1%  26.0% 8.8% -5.5%
75mm — 3" 1,037.36 967.14 1,218.07 1,325.86 1,252.05 17.4%  25.9% 8.8% -5.6%
100mm — 4" 1,617.93 1,510.07 1,901.39 2,069.75 1,954.36 17.5%  25.9% 8.9%  -5.6%
150mm - 6" 3,230.61 3,018.20 3,799.48 4,136.10 3,905.24 17.6%  25.9% 8.9%  -5.6%
200mm — 8” 5,810.90 5,431.22 6,836.44 7,442.27 7,026.65 17.6%  25.9% 8.9%  -5.6%
Consumption Rates % Change Year to Year
WIN Current  WH Current Proposed - UARB WIN WH
Unit Measurement 2023/24 2023/24 2024/25 2025/26 2026/27 2024/25 2024/25 2025/26 2026/27
Consumption Rate per 1,000 Imperial Gallons 6.69 11.14 12.05 12.59 13.27 80.1% 8.1% 4.5% 5.4%
Consumption Rate per Cubic Meter 1.47 2.45 2.65 2.77 2.92 80.3% 8.2% 4.5% 5.4%
West Hants Regional Water Utility Approved Rate Comparison
2024-25 to 2026-27
Quarterly Base Rates % Change Year to Year
WIN** WH** Approved Rates WIN WH
Size of Meter 2023/24 2023/24 2024/25*% 2025/26 2026/27 2024/25 2024/25 2025/26 2026/27
Unmetered 170.10 - 222.89 262.85 283.54  31.0% 100.0% 17.9% 7.9%
15mm—5/8” 69.75 62.25 63.94 78.81 85.72 -8.3% 2.7% 23.3% 8.8%
19mm - %" 102.00 92.42 94.48 116.75 127.08 -7.4% 2.2%  23.6% 8.8%
25mm - 1” 166.51 152.74 155.55 192.64  209.79 -6.6% 1.8% 23.8% 8.9%
37mm-—1%" 327.78 303.56 308.22 382.35 416.58 -6.0% 1.5% 24.1% 9.0%
50mm - 2" 521.30 484.53 491.43 610.01 664.73 -5.7% 14% 24.1% 9.0%
75mm - 3” 1,037.36 967.14  979.99 1,217.10 1,326.46 -5.5% 13% 24.2% 9.0%
100mm — 4” 1,617.93 1,510.07 1,529.62 1,900.07 2,070.91 -5.5% 13% 24.2% 9.0%
150mm — 6” 3,230.61 3,018.20 3,056.37 3,797.21 4,138.81 -5.4% 1.3% 24.2% 9.0%
200mm — 8” 5,810.90 5,431.22 5,499.16 6,832.64 7,447.46 -5.4% 13% 24.2% 9.0%
Consumption Rates % Change Year to Year
WIN** WH** Approved Rates WIN WH
Unit Measurement 2023/24 2023/24 2024/25* 2025/26 2026/27 2024/25 2024/25 2025/26 2026/27
Consumption Rate per 1,000 Imperial Gallons 6.69 11.14 10.64 12.32 13.23 59.0% -4.5% 15.8% 7.4%
Consumption Rate per Cubic Meter 1.47 2.45 2.34 2.71 2.91 59.2%  -4.5% 15.8% 7.4%

*Approved rates in effect on October 1, 2024
** Current rates in effect till September 30, 2024

NEXT STEPS

FINANCIAL IMPLICATIONS

The former two utilities’ financial records and 2024-25 budgets will be merged for the
remainder of the year. The 2024-25 audit will be on the combined utility, as the Board did not
give direction to complete a stub period audit. This will be a cost savings in the 2025-26 water



operating budget. Financial reporting on the combined utility will begin following the financial
month end close of October 2024.

Staff are anticipating some financial variances in the results due to fire protection amounts
having been prorated in the UARB Order for 2024-25. There is also the elimination of bulk
water meter billing between the utilities and further, the new reserve contributions outlined
within the decision will be made.

ALTERNATIVES
Not Applicable

ATTACHMENTS
e M11538 Decision - Windsor West Hants Rate Application

CHIEF ADMINISTRATIVE OFFICER REVIEW

| have no further comments.

Report Prepared by:

Carlee Rochon, Director, Financi@l Services

Report Approved by:

L

Mark Phillips, Chief Administrative Officer



DECISION

2024 NSUARB 149
M11538

NOVA SCOTIA UTILITY AND REVIEW BOARD

IN THE MATTER OF THE PUBLIC UTILITIES ACT

-and -

IN THE MATTER OF AN APPLICATION by THE WEST HANTS REGIONAL
MUNICIPALITY, on behalf of the existing two water utilities (Windsor and West Hants) to
amalgamate the two utilities into one utility named the West Hants Regional Water Utility
and for approval of a new Schedule of Rates and Charges for Water and Water Services
and a Schedule of Rules and Regulations

BEFORE:

APPLICANT:

HEARING DATE:

FINAL SUBMISSIONS:

DECISION DATE:

DECISION:
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Stephen T. McGrath, K.C., Chair
Steven M. Murphy, MBA, P.Eng., Member
Bruce H. Fisher, MPA, CPA, CMA, Member
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Gerry Isenor, P.Eng.
G.A. Isenor Consulting Limited

Blaine Rooney, CPA, CA
Blaine S. Rooney Consulting Limited

Mark Phillips
Chief Administrative Officer

Todd Richard
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Director of Finance

May 23, 2024
June 6, 2024
September 3, 2024

Application to consolidate the Windsor Water Utility and
the West Hants Water Utility into the West Hants Regional
Water Utility is approved. The Schedule of Rates and
Charges and Schedule of Rules and Regulations are
approved as amended by the Utility in response to the
Undertakings.
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1.0 INTRODUCTION

[1] The West Hants Regional Municipality (Municipality) applied to the Nova
Scotia Utility and Review Board on behalf of the existing two water utilities of Windsor
and West Hants (utility or applicant) to be amalgamated as the West Hants Regional
Water Utility. The Municipality also applied for approval of the Schedules of Rates and
Charges for Water and Water Services and the Schedule of Rules and Regulations for
the newly formed utility (application). The application is made under the Public Utilities
Act, R.S.N.S. 1989, c. 380 (Act).

[2] The existing Board approved Schedule of Rates and Charges for Water
Services for each of the Windsor and West Hants water utilities have been in effect since
April 1, 2017, and April 1, 2021, respectively. The existing Schedule of Rules and
Regulations have been in effect since October 1, 2015, and July 1, 2019, respectively.
The West Hants Water Utility was formed in 2019 through the Board approved
amalgamation of the Municipality’s three utilities of Falmouth, Hantsport and Three Mile
Plains/Wentworth.

[3] The application was supported by a rate study dated January 18, 2024,
which was prepared by G.A. Isenor Consulting Limited, in association with Blaine S.
Rooney Consulting Limited, and was submitted to the Board on January 25, 2024.
Information Requests (IRs) were issued to the utility by Board staff on March 8, 2024, to
which responses were received on April 2, 2024. The applicant filed an amended rate
study dated April 2, 2024, to make corrections that were identified as part of the IR
responses. It showed that in the first test year West Hants utility ratepayers would see
increases ranging from 13.4% to 23.6% and Windsor utility ratepayers would see

increases ranging from 37.4% to 69.6%. The applicant became aware of further issues
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related to some depreciation rates and the loan repayment schedule used in the rate
study and filed a revised rate study, dated May 7, 2024.
[4] The Board held a public hearing on May 23, 2024, at the Council Chambers
in Windsor after public notice was advertised in the Valley Journal Advertiser and posted
on the Board’s website. Gerry Isenor and Blaine Rooney represented the utility, along
with West Hants Regional Municipality staff: Mark Phillips, Chief Administrative Officer;
Todd Richard, Director of Public Works; and Carlee Rochon, Director of Finance. The
Board received 18 letters of comment and two requests to speak at the hearing. The focus
of the comments was on the proposed rate increase, in particular for existing Windsor
Water Utility customers, and on the proposed amalgamation in general.
[5] The revised study dated May 7, 2024, was reviewed at the public hearing.
The Board requested that an updated rate study be filed as an undertaking to address
corrections and issues discussed during the hearing. These items include:
Capital Spending
2023/24

e $505,000 Road Construction project added to Source of Supply Structures

2024/25

2024/25

e $300,000 Service Replacement project added to Services (IR-27u)

e Purification Upgrade Project Design ($300,000) included in 2024/25

e Purification Upgrade Project construction moved to 2025/26
2025/26

e Purification Upgrade Project construction added with budget adjustment to
$4,400,000

Operating Budgets
¢ Principal and interest payments for 2023/24 and 2024/25 loan reduced to 50% of
total on Schedule B-1 in the first year to reflect timing of works/loan
e Transfer from Operating Surplus to Capital changed from Operating Surplus to
Non-Operating Revenue for rate design purposes
e Regulatory fees on Schedule 2a/b/c/d/e revised
e Audit fees on Schedule 2a/b/c/d/e revised
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e Allocation of Water Treatment Plant changed to 85% to General Service and 15%
to Fire Protection in 2026/27 on Worksheet B-5 to match other test years
e Worksheet D-1 revised to separate customers currently served by the two separate
utilities based on average flows of the separate utilities

[6] The Board also suggested that a revised rate study show the impact of
using at least $550,000 from an operating surplus to offset expenses in the test years.
[7] The Board further requested an undertaking for the utility to provide updated
expense numbers for 2023/24 and updated principal and interest payment numbers for
2023/24.
[8] A revised water rate study was provided by the Municipality in its response
to undertaking U-6, dated June 5, 2024. This is the final study referred to in this decision,
unless noted otherwise. It is projected that at current rates, expenditures will increasingly
exceed revenues, resulting in an accumulated operating deficit for the amalgamated utility
of $2,347,271 in 2026/27.
[9] The rate study provided in the undertakings identified rate increases for the
amalgamated utility for the fiscal years 2024/25, 2025/26 and 2026/27 (test years). In the
original application, which was used in the public notice advertising the hearing, the
proposed water bills were shown for each of the existing water utilities using the average
consumption figures for the various meter sizes for each utility in the first test year
(2024/25). In the subsequent test years, the combined average consumption was used
to show the proposed water bills for the amalgamated utility.
[10] For a 5/8” meter residential customer in the existing Windsor Water Utility,
based upon an average quarterly consumption of 37 m3 in 2024/25, which is projected to

decrease to 36 m3in each of 2025/26 and 2026/27, the estimated quarterly water bill

increases are 21.0%, 18.3% and 7.5%, respectively. For all other Windsor Utility metered
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customers, based upon the average quarterly consumption of each meter size, the
estimated bill increases are between 28.3% and 43.0% in 2024/25, 16.9% to 18.7% in
2025/26 and 7.7% to 8.0% in 2026/27.

[11] For a 5/8” residential customer in the existing West Hants Water Utility,
based upon an average quarterly consumption of 35 m?3 in 2024/25 and 2025/26, which
is projected to decrease to 34 m3in 2026/27, the estimated quarterly water bill is projected
to decrease by 1.5% in 2024/25, and increase by 18.4% and 7.5%, in the other two test
years, respectively. For all other West Hants metered customers, based upon the average
guarterly consumption of each meter size, the rates are estimated to decrease between
3.5% and 1% in 2024/25 and increase by 17.4% to 21.0% in 2025/26 and between 7.8%
and 8.4% in 2026/27.

[12] The application also proposed amendments to the annual public fire
protection charge to be paid to the utility for the provision of water for fire protection
service to various areas. In the application, the projected 2023/24 annual fire protection
charges by each of the existing water utilities of Windsor and West Hants to the
Municipality, along with the public fire protection charge to each of the Municipality of the
County of Kings, and the Glooscap First Nation, have an estimated combined total of
$1,085,409. It is proposed to increase to $1,308,754 (a 21% increase) in 2024/25;
$1,558,926 (a 19% increase) in 2025/26; and $1,736,224 (an 11% increase) in 2026/27.
[13] The Board finds that utilities function more as separate divisions or
departments inside of the Municipality and that their operations are already integrated.
Furthermore, the Board finds that a more integrated management of the physical

infrastructure will result in significant capital savings in the short term and will likely lead
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to some efficiencies in the longer term as well. While amalgamation will not eliminate
existing costs of the two utilities, the future costs of the amalgamated utilities should be
lower than they would if they remained as separate utilities.

[14] The Board is concerned with the rate shock that ratepayers will experience,
especially in the first year. By using the accumulated surplus, lower bill increases for all
customers can be achieved in the first two test years and a smoother increase in bills for
Windsor Water Utility customers can be achieved. In the third test year, however, all costs
are fully reflected in rates, so the ultimate bill increase by the end of the test period is not
affected. While these increases result in higher bills, the Board notes that average
quarterly bills for residential customers in some utilities in the province are higher (with
some exceeding $200 each quarter), and there are several utilities who have not had rate
increases in several years who will likely file rate applications soon.

[15] As set out in this decision, the Board approves the utility’s requested
Schedule of Rates for Water and Water Services and Schedule of Rules and Regulations,

as amended in response to the undertakings.

2.0 BACKGROUND

[16] The Windsor Water Utility’s source of supply is Mill Lakes, a series of four
lakes, which are impounded into a single lake by an earthen dam constructed in 1945.
The source water discharges into an impoundment reservoir from which the raw water is
pumped to the utility's water treatment plant. At the treatment plant the raw water receives
conventional treatment with clarification using dissolved air floatation technology, pH

adjustment, corrosion control adjustment and gas chlorination, before leaving the plant.
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The system serves the Windsor area and sells bulk water to the West Hants Water Utility’s
Three Mile Plains system.

[17] The West Hants Water Utility consists of three separate systems for
Falmouth, Hantsport and Three Mile Plains/Wentworth.

[18] The Falmouth Water Utility sources water from the French Mill Brook
impoundment, created by a dam constructed approximately two kilometres west of
Falmouth. The raw water is pumped from the impoundment to a water treatment plant.
The treated water is stored in a standpipe which feeds the distribution system by gravity.
[19] The Hantsport system’s water source is Davison Lake, which supplies water
to the areas of Hantsport, Hants Border and Glooscap First Nation. The raw water flows
by gravity through the transmission main to the water treatment plant located near
Glooscap First Nation where it is treated through micro filtration. The treated water is
pumped to a steel reservoir prior to distribution. The system’s distribution system consists
of piping ranging from 4” to 12” in diameter. The utility has been actively replacing the 4”
diameter mains which do not provide adequate fire protection. The water for Glooscap
First Nation is pumped from the treatment plant to a small underground reservoir within
the Community.

[20] The Three Mile Plains/Wentworth water system purchases water from the
Windsor Water Utility through several metered connection points, with the main
connection at Windsor Back Road. In 2022/23 there was an overbilling between the two
systems, based on an inaccurate recording of water usage, and a credit in the total

amount of approximately $295,000 was issued to the West Hants Water Utility.
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[21] The Municipality presented the calculated amount of non-revenue water for
each of the water systems of Windsor/Three Mile Plains, Hantsport and Falmouth as
27.16%, 39.64% and 37.93%, respectively. Included in the test years’ operating and
capital budgets are several items related to the Municipality’s efforts to reduce the amount
of non-revenue water. Examples are expenses related to professional leak detection
services, additional staff responsible for the coordination of leak detection and
management, the addition of more accurate meters, replacement of aging meters and
prioritized water main replacement.

[22] The test years’ capital budgets also include costs associated with a
distribution system interconnection between the Falmouth and Windsor water systems,
which the applicant explained will result in deferring or eliminating many upgrades that
would be required in both systems. Through proposed capital investments in the Windsor
water treatment facility and the construction of a new water storage tank, the Windsor
system will be able to supply additional water to Falmouth to meet peak demand, and
comply with regulated water withdrawal limits.

[23] In response to the undertaking U-1, the applicant provided a cost
comparison (high level Class “D” estimates) of the capital improvements required for each
of the Windsor and Falmouth Water systems as separate systems versus a connected
Windsor and Falmouth system. Based upon the analysis presented, the total capital cost
associated with the separate systems is $33,250,000 versus $19,625,000 with a
connected system. The response indicated that this represents an approximately 69%

cost savings associated with connecting the systems. The applicant also noted that the
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interconnection will result in lower operating costs, along with improving system reliability
and resiliency, and increased water flow for public fire protection.

[24] The applicant explained that as the Town of Windsor and the Municipality
of West Hants have previously merged to form the West Hants Regional Municipality, it
has applied to the Board to combine the two existing water utilities so there will be one
rate structure and one common set of rules and regulations for all customers within the
Regional Municipality.

[25] The applicant further confirmed that the proposed amalgamated utility will
serve only the areas which are currently served by the existing two utilities. It further
stated that there have been no water quality issues associated with the water of the
existing two utilities, both of which distribute water which meets the current regulations.
[26] It is projected in the application that the utility will have an annual increase
of fifteen residential customers in each of the test years. All the expected growth is
associated with the West Hants Water Utility.

[27] The application was presented to the Board based upon the need to adjust
the rates to provide funds for projected increases in operating costs and necessary capital
improvements. It further provides for standardized rates, rules and regulations, with the
proposed amalgamation of the two existing utilities to form the West Hants Regional

Water Utility.

3.0 SUBMISSIONS/PUBLIC PARTICIPATION

[28] In addition to the 18 letters of comment received by the Board, two residents

of Windsor spoke at the hearing.
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[29] Jim Ivey stated that while the proposed amalgamation can be potentially
beneficial, he has concerns with some of the items included in the application. He
commented on the magnitude of the proposed rate increases, as well as the number of
revised rate studies which he said is cause for concern about the validity of the rates
proposed.

[30] He referred to the billing error between the Windsor and Three Mile Plains
systems, which he described as changing the wholesale rate between the two utilities
that is regulated by the Board and distorting the financial results in 2022/23 for the two
utilities. He commented that this billing error should be further reviewed. He further
guestioned the source of supply cost for Three Mile Plains. He also commented on
whether the water volume from the Underwood bulk meter was included as part of water
consumption volume in the application.

[31] Mr. Ivey also presented differences between the actual 2023/24 utility
operating budgets approved by Council, and the operating budgets provided in the three
rate studies that were filed by the applicant prior to the public hearing. With respect to the
capital budgets included in the application, Mr. Ivey noted the shift in capital projects from
2023/24 to 2024/25, resulting in $15.8 million in capital additions projected for that year,
which he felt will not get completed but will be built into the application’s projected rates
through the associated depreciation expense.

[32] He also questioned the rate study projected growth rate of 15 residential
customers per year, in comparison to an annual growth rate of approximately 150
customers that was used in the model for a recent Board-approved capital expenditure

related to an expanded water storage tank.
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[33] Mr. lvey concluded his presentation by suggesting that given the magnitude
of the proposed rate increases, rate increases should be phased in over a five-year
period.

[34] The other presenter, Rick Smith, agreed with the amalgamation of the
utilities, which he believes should create efficiencies. He added, however, that it is
essential that accurate information be used in completing the water rate study. His interest
in the water utilities stems from an October 2023 Municipal Audit Committee meeting that
he watched. From this, his presentation focused on three main concerns.

[35] With respect to the 2022/23 financial statement results for the two separate
water utilities, he noted that the Windsor Water Utility’s operating results showed a
significant negative variance, while the West Hants Water Utility showed a significant
positive variance from their respective budgets. He said part of this is explained through
the credit issued for the overbilling issue. He also said a further review indicated that
several expenses increased for the Windsor Water Utility and decreased for the West
Hants Water Utility, with little explanation provided. As a result, in January 2024, Council
directed the CAO to engage an independent firm to provide an operational and financial
audit of each of the utilities. Mr. Smith suggested that this audit be completed before
finalizing the water rate application.

[36] Mr. Smith further noted differences between the 2023/24 operating budget
presented in the worksheets of the initial rate study filed with the Board in January 2024
and the operating budgets approved by Council. He added that several other anomalies

he discovered appear to have been corrected in the revised rate studies.
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[37] Mr. Smith referenced a Water Utility Consumption Report dated December
2023, that was requested by Council, outlining water consumption by quarter for both
utilities, for the bulk master meters at Dill Road, Three Mile Plains, Underwood Road and
Wentworth Road. He noted discrepancies in consumption between this report and a
subsequent report dated February 2024, with no explanation provided. He referenced the
significant variance between Three Mile Plains consumption and bulk meter readings,
representing unbilled water, noting that this lost water represents additional expenses
and lost revenue. He suggested that the meters be read every month to aid in the goal of
minimizing lost water and reducing treatment costs.

[38] Mr. Smith’s presentation concluded by stating that these issues should be
resolved prior to approving water rates to provide confidence to utility customers that the

approved rates are correct.

3.1 Findings

[39] The Board has considered the issues described by Mr. Ilvey and Mr. Smith,
and the letters of comment. While there appears to be no major concerns with the
proposed amalgamation, there are a few common issues that have been identified by the
residents, specifically with the magnitude of the proposed rate increases. Both the
proposed amalgamation and the magnitude of the rate increases will be discussed in
separate sections, later in this decision.

[40] Both Mr. Ivey and Mr. Smith expressed concerns related to the Underwood
bulk meter which resulted in the Three Mile Plains system, which currently buys water
from the Windsor system, being overbilled. A correcting credit was issued by the Windsor

system to the Three Mile Plains system. In response to undertaking U-3, the applicant
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clarified the issue was with the Back Road Meter and not the Underwood meter. It
explained that there were two meter malfunctions from September 2020, and when a new
meter was installed in February 2021, an issue with decimal point readings began which
was fixed as part of the April 2022 billing. In response to undertaking U-4, the applicant
provided the supporting calculations for the credit associated with these errors, which was
issued in April 2022 for $294,904 ($24,795+%$270,110).

[41] In response to undertaking U-15, the applicant filed the Committee of the
Whole report directing the CAO to undertake a detailed operational and financial audit of
the utilities. This report, which was referenced by Mr. Smith, refers to the metering issue
and notes the significant amount of non-revenue water associated with the Three Mile
Plains system.

[42] The rate study is based on an amalgamated system where there are no
financial transactions related to the supply of water from Windsor to Three Mile Plains, as
both areas will be part of the same water utility. The Board continues to have concerns
with the amount of non-revenue water throughout the Municipality’s water system, which
represents an expense to the utility, with no offsetting revenue. This notwithstanding, the
rate study budgets both operating and capital costs in the test years to reduce this water
loss.

[43] The Board agrees that the cost projections in the rate application should be
based upon the best available information. Given the time it typically takes to prepare the
rate study, submit it to Council for approval, submit it to the Board, and prepare and
respond to IRs as part of the Board'’s process, more up to date information often becomes

available by the time of the hearing date. Also, the application review process may identify
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typos and errors, which may result in the filing of a revised rate study, as happened in this
matter.

[44] During the hearing, other items were identified, some of which were noted
by Mr. Ivey and Mr. Smith. In response to undertaking U-14, the applicant acknowledged
an error in the rate study in reporting the 2022/23 operating results. The applicant also

updated the operating expense amounts for 2023/24, noting that:

... The Utility budget included in the attached revised rate study have been presented and
approved by Municipal Council at the May 29, 2024, Council Meeting. See Revised Rate
Study.

[Exhibit W-9, Response to undertaking U-11]

[45] The consumption volumes from the Water Utility Consumption Report were
provided in response to undertaking U-2 and the final consumption volumes by meter size
for each of two utilities were provided in response to undertaking U-9. Based on this
information, the consumption figures in the rate study filed with the undertaking responses
were updated accordingly. Another concern is that the utility’s projected annual growth of
15 customers may be understated. The applicant noted that projected growth is based
upon average historical growth, and it is unable to know specifically what the new number
of customers will be. No detailed planning information was filed to support a significantly
higher growth rate over the three test years of the rate application. The actual number of
customers will be the basis of subsequent rate reviews. The Board further notes that the
utility has an aggressive capital budget over the test years. If it collects additional revenue
due to higher than projected customer numbers, this may reduce reliance on other
funding sources.

[46] In response to the undertakings, the capital expenditures projected in the

test years were revised. However, the capital budget remains significant in 2024/25, at

Document: 315260



-16 -

more than $13.6 million, followed by $7.1 million in 2025/26. The ability to complete all
this work was a concern raised by the speakers and is also a concern shared by the
Board. This will be discussed later in the decision, through direction to establish a capital
reserve fund.

[47] The revised rate study of June 5, 2024, filed in response to undertaking U-
6, and reviewed by the Board in this decision, provides updated information and

addresses many of the concerns that were voiced by the presenters during the hearing.

4.0 SHOULD THE UTILITIES AMALGAMATE

[48] In a decision dated May 2019, the Board approved the amalgamation of the
three utilities operated by the Municipality of the District of West Hants (Falmouth,
Hantsport and Three Mile Plains/Wentworth) to form the West Hants Water Utility. On
April 1, 2020, the Municipality of the District of West Hants and the Town of Windsor
merged to become the Region of Windsor and West Hants Municipality. Since a separate
water utility also exists in Windsor, the new municipality currently operates two water
utilities, but neither of them is a distinct legal entity. The Municipality wants to formally
amalgamate these two utilities.

[49] In the past, the Board exercised its discretion to approve the amalgamation
of water utilities for a variety of reasons. Factors that influenced the Board’s approvals
have included:

e improved administrative efficiency, streamlining processes and reducing the cost
and effort of invoicing customers;

¢ allowing for economies of scale, hence better capital planning and budgeting, staff
specialization and possible procurement savings;
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e spreading the utility’s revenue requirement over a larger customer base, which
promotes predictability and stability of rates, and reduces the risk of operating
deficits;

e the utilities were physically connected;

e the utilities were essentially one operation sharing the same staff and vehicles;

e one or more of the utilities to be amalgamated was so small as to not be viable;

e minimizing the risk of inappropriate expenditure decisions because of rate
considerations in the smaller territories served by utilities in a municipality; and

e consolidation would reduce friction between regions in a municipality served by a
utility.

[50] Although the areas served by the West Hants Water Ultility in Falmouth,
Hantsport and Three Mile Plains/Wentworth are not currently physically interconnected,
the infrastructure serving Three Mile Plains/Wentworth is connected to the Windsor Water
Utility and the West Hants Water Utility purchases the water it needs to serve customers
in Three Mile Plains/Wentworth from the Windsor Water Utility. An interconnection of the
Windsor and Falmouth systems is one of the planned capital projects included in this rate
application. With that, the systems in Falmouth, Windsor and Three Mile
Plains/Wentworth would be interconnected, with only the system in Hantsport remaining
as an isolated system.

[51] The water service received by the customers of the utilities is comparable.
The Municipality advised that water received by its customers in all areas meets the
Canadian Drinking Water Guidelines. Service in some parts of Hantsport does not provide
adequate fire protection. The Municipality advised that it has worked to reduce the
number of customers currently affected by this problem in the past few years and, at

present, 20 customers are affected.
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[52] The Municipality does not expect to see any decline in expenses from the
proposed amalgamation because the utilities are already being operated in a coordinated
fashion and share resources with the Municipality. The Municipality assigns costs for time
spent by municipal employees on utility matters and for the use of infrastructure and
equipment. This includes related expenses such as maintenance costs, fuel, heat, lights,
insurance, and other general administrative costs. There may be slight administrative
savings given that record keeping, reporting requirements and inter-utility billing and cost
allocation could be reduced.

[53] Significantly, the Municipality noted that the management of assets and
infrastructure in a more integrated fashion could produce capital cost savings. Capital
investment is one of the most significant cost pressures on rates in this application. The
evidence provided to the Board suggests the combined need for capital investments
would be greater if the assets of the two utilities were kept as separate systems. In

response to IR-32(b), the Municipality noted:

Capital upgrades are necessary for both utilities however, by taking a consolidated
approach along with an interconnection between Falmouth and Windsor water distribution
systems many upgrades that would be required on both systems can be deferred and or
eliminated. The capital plan invests in Windsor Water Treatment Facility and water control
structures, along with a new water storage tank. This will allow the Windsor side to be able
to provide additional water supply to Falmouth to meet peak demand and comply with
regulated water withdrawal limits. Therefore overall, the consolidation and interconnection
of utilities will result in lower capital and operational costs along with improving, system
reliability, less system interruptions, greater resiliency and reduce probability of failure and
increase water flow for fire protection. [Emphasis added]

[Exhibit W-4, p. 41]
[54] The Municipality noted that, to meet obligations under a water withdrawal
permit, the capacity of the dam on the French Mill Brook that is Falmouth’s source of
water supply would have to be increased at significant cost. There would also be a need

for additional water treatment process trains in Windsor and Falmouth to meet filter
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redundancy requirements. The proposed interconnection of the Windsor and Falmouth
systems that is included in the capital projects for the test years in this application would
avoid, or at least delay, the capacity upgrades to the dam and the need for one additional
process train. Additionally, increased storage in Windsor could address storage and fire
protection needs in both the Windsor and Falmouth systems through an interconnection.
As discussed previously, the Municipality estimates that it can achieve a near-term
reduction in capital costs of approximately 69% by connecting the Windsor and Falmouth
systems.

[55] The Municipality also noted that, upon amalgamation, it would establish
common rates for all the Municipality’s water customers and a common set of rules and
regulations. The need for common rates amongst customers served by a utility is
mandated by the Public Utilities Act. Subsection 67(1) guides the Board when considering

the justness of rates as between customers:

All tolls, rates and charges shall always, under substantially similar circumstances and
conditions in respect of service of the same description, be charged equally to all persons
and at the same rate, and the Board may by regulation declare what shall constitute
substantially similar circumstances and conditions.

[56] What constitutes “substantially similar circumstances and conditions in
respect of service of the same description” is not defined in the Act; however, the Board
routinely approves rates that are different for different classes of customers of utilities. In
Re Nova Scotia Power Inc., 2006 NSUARB 97, the Board described how rates are
allocated to various customer classes of a utility. Although this discussion was in the
context of electricity rates, the same general principles apply to the establishment of water

rates. In that case, the Board said:

[85] Electricity rates are set on the basis that the costs incurred by the utility to serve
its customers, together with a reasonable rate of return, are recovered from its customers.
Customers are divided into customer classes. These classes reflect variations in the
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services required by different customers (e.g., domestic customers and industrial
customers) which are received from the utility. Since the services required by each
customer class differ, the utility’s cost to serve each customer class also differs. For
example, in order to serve domestic customers, the utility must have an extensive
distribution system. Large industrial customers do not require this infrastructure and,
therefore, the costs to serve these two classes of customers are quite different. As a result,
the total revenue requirements of the utility must be fairly divided by customer class and
allocated accordingly. The requirement for fair allocation of costs ensures that all
customers pay for the cost of the service they receive and their rates do not subsidize the
rates of other customers.

[57] Despite the grouping of customers into rate classes on a cost-of-service
basis, the cost to serve every member of a rate class is not the same. Rate classes may
sometimes consist of a small number of customers, or even a single customer who uses
a significant amount of the utility’s services, but most customers of a utility are grouped
into larger rate classes. It is not practical or cost effective for a utility to precisely determine
the costs of serving every single customer. Even if the utility could do so, the calculation
would not be precise given the need for assumptions about the use of common
infrastructure and services. The classification of customers into rate classes is necessary,
and as a result, customers in a class pay the average cost of serving a customer in that
class.

[58] Grouping customers into classes that receive service under substantially
similar circumstances and conditions requires judgment. Many factors influence the
exercise of such judgment. In L.R. Nash, Public Utility Rate Structures (New York and

London: McGraw-Hill Book Company Inc., 1933), p. 273, the author states:

Discrimination is commonly understood to mean a difference in rates or service conditions
relating thereto for service of substantially the same characteristics, taking into account
volume, load factor, load density, time of use, character of use, and any other significant
factors. Because of the many factors involved in discrimination, its precise definition is
necessarily left to the judgment of the regulatory commissions in each case.

[59] In the present case, the transition from separate rates for each existing

utility to common rates for the new utility would result in significantly different rate changes
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for customers. This is not unprecedented. In at least a couple of cases, amalgamations
have resulted in rate increases exceeding 50% for some customers of at least one of the
consolidated utilities (Re Municipality of Annapolis County, 2009 NSUARB 159 and Re
Municipality of the County of Victoria, 2009 NSUARB 53).

[60] Focusing on residential customers to demonstrate this point, the Board
notes that West Hants Water Utility customers served using 5/8" meters currently pay a
quarterly base charge of $62.25 and a commodity charge of $2.45/m?3 of water used (i.e.,
flowing through the water meter). Residential customers of the Windsor Water Utility pay
a slightly higher base charge ($69.75) and a 40% lower commodity charge ($1.47/m3).
The current rates paid by West Hants customers came into effect on April 1, 2021;
however, the current Windsor Water Utility rates have been in place for several years
more (since April 1, 2017).

[61] The rate changes, as calculated by the Board for residential customers of
each utility, for the rates shown in the rate study the Municipality filed in its undertaking

responses [Exhibit W-9], are set out in the table below (calculations show slight

discrepancies due to rounding):

Current 2024/2025 2025/2026 20252026 Cumulative
Base Charge BaseCharge | Increase | BaseCharge | Increase | BaseCharge | Increase
West Hants §62.25 3% . ! 98%
Wik 7 $6394 o $7881 23h $85.72 h o
Commodity Charge Commodity Charge| Increase  |Commodity Charge| Increase |Commodity Charge| Increase
West Hants §245 -4% 19%
. 2 271 169 201 %
Windsor §147 s 50% a 0 9 K 0%
[62] The impact that these rate changes have on a customer’s bill will vary

depending on how much water they use. In this case, the ability to compare relative

changes in bills between the West Hants Water Utility and the Windsor Water Utility
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customers is difficult because there were noticeable and sometimes significant
differences in the reported average amount of water consumed (actual metered usage)
by customers in the same classes in each utility. These differences were calculated by
the Board using the reported consumption amounts for each utility for 2023/2024 and the
number of customers on March 31, 2024, provided by the Municipality in its responses to

undertakings U-2 and U-9. The consumption results are set out in the following table:

Customer | WestHants Windsor :
3 3 Difference
Class m~/customer | m“/customer
5/8" 140 146 4.5%
3/4" 137 597 336.0%
1" 592 728 23.1%
1.5" 1,274 1,858 45.8%
2" 2,921 5,231 79.1%
3" 7,310 3,115 -57.4%
4" 1,647 13,276 705.9%
[63] The differences in reported consumption volumes for customers with larger

meter sizes is not entirely surprising. There are fewer customers in these rate classes,
and the operations of the commercial and industrial customers who make up these
classes can vary considerably from each other for water usage. However, even in the
case of residential (5/8" meter) customers, who make up the largest customer class and
would typically be expected to have similar consumption patterns, there was a difference
in average consumption between the two utilities.

[64] As noted in the table above, the Board calculates that average residential
consumption for the 2023/2024 fiscal year for the West Hants Water Utility was
approximately 140 m® compared to usage in the Windsor Water Utility that averaged

approximately 146 m3. The reason for this is unclear.
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[65] Although 5/8” meter customers are often characterized as “residential’
customers (even in this decision), small commercial customers may also receive water
service through the same size meters. The Municipality suggested that the observed
higher average consumption in 5/8” meter customers in Windsor, compared to West
Hants, may be due to a higher number of these commercial customers.

[66] For comparative purposes, the Board calculated the impact on the quarterly
bills for residential customers of each utility who consume 143 m? of water each year (the
mid point of the approximate average consumption figures for 5/8” customers of the
utilities for 2023/2024). The results are set out in the table below (calculations show slight

discrepancies due to rounding):

Current 2024/2025 2025/2026 2026/2027 Cumulative
Quarterly Bill| Increase |Quarterly Bill| Increase |Quarterly Bill| Increase Increase
Dollars| % Dollars| % Dollars| % |Dollars| %
West Hants| $149.84 -$2.24 | -1.5% o $39.9226.6%
. . . .0% . . .0%
Windsor | $122.30 $147.60 $25.29 |20.7% $17560 |$28.10|10.0%|  $18975 | $14.06]8.0% $67.45|55.2%
[67] While the actual bills received by residential customers would be higher or

lower than the amounts in the table above depending on whether they actually use more
or less than 143 m?3 of water each year, it is apparent that customers of the Windsor Water
Utility will see higher increases in their bills because their bills are currently lower than
those of similar West Hants customers and uniform rates would be established for the
amalgamated utility.

[68] This is true across all rate classes, as shown in the table below in which the
Board has calculated the cumulative rate increase from current rates after the proposed
three test year periods (2026/2027), using the quarterly bill amounts in Worksheet D-1 of

the Rate Study filed with the Municipality’s undertaking responses [Exhibit W-9]:
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West Hants Windsor
Current | Ending Increase Current | Ending Increase
Customer

[0) [0)
Class 3 % 3 %

5/8" $148.09 | $185.61 $37.52 | 25.3% | $123.55 | $190.07 $66.52 53.8%
3/4" $176.26 | $226.63 | $50.37 | 28.6% | $321.34 | $561.14 $239.80 | 74.6%

1" $515.14 | $640.11 | $124.97 | 24.3% | $434.08 | $739.32 | $305.24 | 70.3%
1.5" $1,083.88 | $1,343.13 | $259.25 | 23.9% |$1,010.47| $1,767.63 | $757.16 | 74.9%

"

2 $2,273.59 | $2,789.07 | $515.48 | 22.7% |$2,443.71| $4,469.18 | $2,025.47| 82.9%
3" $5,444.29 [ $6,642.64 | $1,198.35| 22.0% | $2,181.96 | $3,591.63 | $1,409.67| 64.6%
4" $2,519.12 | $3,269.06 [ $749.04 | 29.8% | $6,496.91|$11,726.42| $5,229.51| 80.5%
[69] The Board notes that although the base and commodity charges for each

utility for the quarterly billing estimates at the end of the period (2026/2027) in this table
are the same, the bill amounts vary between the same customer classes in each utility
because of different assumptions about average consumption (the average recorded
consumption amounts for each rate class for each utility was used).

[70] The numbers in these tables are indicative, and actual results will vary
based on the amount of water consumed by each customer. That said, the indicative
results show significant increases for customers of both utilities, but with considerably
higher increases for Windsor customers. These higher increases are driven by the
significantly lower consumption rate that Windsor customers currently pay, and higher
average reported consumption in almost all rate classes (in some cases substantially
higher).

[71] An assessment of the impact of amalgamating the water utilities was
prepared by the Municipality’s consultants in November 2023 and was filed with the Board
as an attachment to its response to IR-49 [Exhibit W-4]. In this assessment, the rates for
both utilities were projected over three fiscal years (ending March 31, 2024, 2025 and

2026). Quarterly bill increases were projected for residential customers under two
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scenarios (as separate utilities and as an amalgamated utility). The forecast bill increases
for customers if the utilities were kept separate is presented in Table 1 in the report and

in Table 2 if the utilities are amalgamated. The two tables from the report are reproduced

below:
Table 1
Projected Residential Water Rates with Two Separate Utilities
Existing Estimated Estimated Estimated
Location Quarterly Average Quarterly | Average Quarterly | Average Quarterly
Average Rate Rate Rate Rate
202223 2023/24 2024/25 2025/26
West Hants $140.62 $165.62 $182.83 $191.41
Windsor $125.15 $136.36 $172.64 $173.94
Table 2
Projected Residential Water Rates with Combined Single Utility
Existing Estimated Estimated Estimated
Location Quarterly Average Quarterly | Average Quarterly | Average Quarterly
Average Rate Rate Rate Rate
2022/23 2023/24 2024/25 2025/26
West Hants $140.65 $141.26 $169.25 $178.13
Windsor $125.15 $155.55 $169.25 $178.13
[Exhibit W-4, p. 66]
[72] The estimated quarterly bills in these tables are different than those

presented in the rate studies filed in this proceeding. Although the studies used to provide
the data for the foregoing tables were not provided to the Board, differences would be
expected due to the different time periods used, changes in expenses over time, and the
likelihood that some different assumptions were used.

[73] However, the benefit of these tables is in the comparison of the impacts on
bills for customers under the two scenarios (based on common assumptions across those
scenarios). These tables demonstrate an expectation that customers of the West Hants
Water Utility would see much larger bill increases if the utilities remained separate than

they would if the utilities were combined. The difference for Windsor Water Utility

customers was projected to be less significant, with quarterly bills under the amalgamated
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utility scenario increasing only slightly more than they would without amalgamation.
Based on the data in the tables in the report, the projected bill increases for Windsor
Water Utility residential customers were 39% under the separate utility scenario and 42%
under the amalgamated utility scenario. Thus, while West Hants Water Utility residential
customers were projected to be much better off under amalgamation, Windsor Water
Utility residential customers were projected to be in more or less the same situation either
way.
4.1 Findings

[74] The Board finds that the circumstances warrant a formal amalgamation of
the Municipality’s two water utilities. The utilities are not separate legal entities but
function more as separate divisions or departments inside of the Municipality. Their
operations are already integrated. Furthermore, the Board finds that a more integrated
management of the physical infrastructure will result in significant capital savings in the
short term and will likely lead to some efficiencies in the longer term as well. While
amalgamation will not eliminate existing costs of the two utilities, the future costs of the
amalgamated utilities should be lower than they would if they remained as separate
utilities.

[75] Combining the utilities would create a single utility, which although still
small, would have a larger customer base. This larger customer base would be a better
economic foundation for the Municipality for the operation of a water utility. It would also
increase the stability of rates for all customers so that the effects of larger capital projects
needed to continue to safely operate the utility have a smaller impact on rates. Similarly,

changes to consumption patterns over time will have a more muted effect on overall rates.
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[76] Given the small size of these utilities in the same municipality, there is little
justification for keeping them segregated; doing so results in some inefficiencies and
somewhat increases costs for all customers. The quality of the water provided to
customers of these utilities is good, and the Board is satisfied that the service is
substantially the same for these customers.

[77] The Board is not satisfied that there are circumstances that make
amalgamating the utilities premature. The concerns about the metering and billing
problems that were recently encountered in the sale of water from the Windsor Water
Utility to the Three Mile Plains/Wentworth system are not an impediment to
amalgamation. Indeed, eliminating the billing requirements between the utilities is one of
the benefits of amalgamation. As with all water utilities in the province, the new West
Hants Regional Water Utility will need to be proactive and vigilant in identifying sources
of water loss and minimizing the amount of non-revenue water it produces.

[78] While errors made in the rate studies filed, and discrepancies in them to
actual audited financial results, do not inspire full confidence around the reasonableness
of the proposed rates, the Board does not agree that these problems undermine the
compelling case for amalgamating the two utilities. Furthermore, the Board notes that
rates for water utilities are set using projections of revenue and expenses. Therefore,
actual results in the future period are expected to vary to some extent from what was
forecast when the rates were set. In this case, the Board is satisfied that, notwithstanding
the errors and multiple versions of the rate study filed, the forecast in the final rate study
filed with the Board in the Municipality’s undertaking responses provides a reasonable

foundation for setting rates for the amalgamated utility.
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[79] Finally, the Board is mindful that the rates are increasing significantly,
especially for customers of the Windsor Water Utility. This is to be considered in more
detail in the next part of this decision. For present purposes, however, the Board finds
that the evidence provided by the Municipality suggests that bills for Windsor Water Utility
residential customers would have increased regardless of amalgamation, almost to the
same extent. The Board observes that the rates for the Windsor Water Utility were last
changed in 2017, while the West Hants Water Utility rates were updated more recently in
2021.

[80] The Board finds that the Municipality’s two existing water utilities should be

consolidated as proposed.

5.0 MAGNITUDE OF THE PROPOSED INCREASES

[81] The required rates in the rate study the Municipality filed with its undertaking
responses [Exhibit W-9] are significant increases for customers of both utilities. For West
Hants Water Utility customers, bills are expected to increase by approximately 22% to
30% by 2026/2027 for customers who consume an average amount of water for their rate
class. For Windsor Water Utility customers, the range is more than double that for West
Hants, with bills for customers with average consumption projected to increase by
approximately 54% to 83% by 2026/2027. In terms of dollars, the forecast average annual
bill increase for West Hants Water Utility residential customers is approximately $150,
while an average Windsor Water Utility residential customer would see an annual $266
bill increase. As noted already, customers who use more than the average amount of

water for their rate class can expect to see even higher bill increases.
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[82] The Board also notes that the final test year average quarterly bills are
generally higher in the rate study filed by the Municipality with its June 5, 2024,
undertaking responses than in the versions of the rate study filed with the original
application [Exhibit W-2], with the Municipality’s IR responses [Exhibit W-4], and with the
rate study update dated May 7, 2024 [Exhibit W-9]. For the most part, this was because
the final version of the rate study was corrected for some errors and included several
capital projects that were omitted from the previous studies. This increased the capital
additions included in the rate study, primarily related to the projects outlined below:

e $505,000 was added in 2023/2024 for Mills Lake dam road upgrades that have
already been completed.

e $300,000 for service line replacements was added to 2024/2025, consistent with
the Municipality’s response to IR-27(u) [Exhibit W-4].

e $300,000 in purification upgrades were included in 2024/2025.
e The cost for the third process train at the Windsor Water Plant was increased from

$3.05 million to $4.4 million based on the latest estimated cost for that project
submitted to the Board by the Municipality.

[83] Almost all the Letters of Comment the Board received expressed concern
about the magnitude and suddenness of the proposed increases and some expressed
concern about the difference in the relative impacts between customers in West Hants
and Windsor. Several commenters suggested there was a lack of transparency about the
proposed rate increases. Concerns were expressed about the affordability of these
increases combined with increases in other costs and inflation, such as, for example,
comments from Alison Clement, the Healthy Beginnings Community Home Visitor at the

Family Resource Centre of West Hants in Windsor, who stated:

I work with many families living in the West Hants area that this will greatly affect, some
who own their own homes and others who rent and pay their own utilities. Many of these
families are already struggling to make ends meet with the constantly rising cost of living.
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The cost of groceries is at an all time high, gas prices are skyrocketing, mortgage interest
rates and the cost of rent remains so high that many people, even those making a living
wage, are living paycheck to paycheck and are one missed paycheck away from being
unable to pay their bills.

The families | work with have children, and parents are working two, sometimes three jobs
in order to put food on the table, clothe their children, and to cover the cost of necessities.
Families with infants are dealing with the rising costs of formula, diapers and wipes for their
babies.

While an annual increase in the cost of water is to be expected, asking families to pay an
additional $60 each time they receive a water bill is simply too much. For these families,
this increase may be putting them in a position to choose between making water bill
payments on time, and affording groceries for the family that week.

[Exhibit W-5, p. 25]

[84] The Board understands that the Municipality proposes to manage these
increases through offsetting decreases from changes to its sewer charges. The Board
recognizes the holistic view that the Municipality has taken. If the Municipality is correct,
then the impact of the sharp increase in water rates on the utility’s customers may be
somewhat muted for customers who receive both sewer and water service from the
Municipality. According to an assessment done by the Municipality’s consultants in the
fall of 2023 [Exhibit W-4, Attachment to IR-49], the projected combined increase for
consolidated water and wastewater systems between the fiscal years ending March 31,
2023, and March 31, 2026, was approximately 27% over the three-year period for
residential customers of both water utilities.

[85] However, the Municipality’s sewer system is not within the Board’s
jurisdiction and the Board has no authority over those rates. Furthermore, not all water
utility customers receive wastewater service from the Municipality. The Board must

consider issues relating to the water systems on their own merits.
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Affordability is a serious concern, but the legislated rate setting process for

utilities is based on the cost of providing the service, not the ability of a customer to pay.

In this province, the latter issue is left to governments and charitable programs.

[87]

This issue was addressed in detail by the Board in its decision in Nova

Scotia Power Incorporated’s most recent general rate application (2023 NSUARB 12,

paras. 31-41 and 217-219). The limits on the Board’s ability to address affordability in

utility rates was discussed most directly in the following passage from that decision:

[216] For many, electricity rates are already unaffordable. This was certainly the
sentiment expressed by many Nova Scotians who took the time to prepare and send letters
of comment to the Board about this application. This concern was also aptly stated in the
Affordable Energy Coalition’s Opening Statement and Closing Submissions:

Nova Scotia has one of the highest rates of energy poverty in the country
due to our lower incomes and higher energy costs arising from our reliance
on oil and coal. Energy services are necessities — for food preparation,
winter warmth and as the planet heats up, for summer cooling. Access to
energy is a human rights issue. Access is often threatened due to low
incomes. Many families struggle with the “heat or eat” challenge especially
in this period of high fossil fuel prices.

[Exhibit N-105, Opening Statement, p. 2 and Closing Submissions, p. 2]

[217] As noted by the Nova Scotia Court of Appeal in Dalhousie Legal Aid Service, the
Board’s regulatory power under the [Public Utilities Act] is not an instrument of social policy.
The Board cannot, as noted by the Federal Court of Appeal in TransCanada Pipelines Ltd.
v. Canada (National Energy Board), 2004 FCA 149, simply disallow NS Power’s
reasonable costs to make rates more affordable (discussed in more detail later in this
decision). While the Board can disallow costs found to be imprudent or unreasonable (and
has), absent such a finding, NS Power’s costs must be reflected in the rates paid by
customers.

[218] That said, there are regulatory tools available to the Board to mitigate the impact
of rate increases. For example, the Board may defer the recovery of costs to a later period,
or it may direct the creation of a regulatory asset to be amortized over an extended period
rather than be recovered all at once....

[219] There are trades-offs involved with using these tools. Requiring future ratepayers
to pay the costs of current customers can create concerns about intergenerational equity.
Additionally, the delayed recovery of legitimate costs generally attracts interest or similar
carrying costs, which increases the overall amount paid by ratepayers. This was the
essence of NRR’s comments in its Closing Submissions where it said, “Deferrals can
mitigate rate shock to consumers in the short term, but over time the total amount payable
is increased because of interest chargeable to ratepayers for financing the deferral.”

[2023 NSUARB 12]
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[88] While the Board can order the deferred recovery of costs, when
contemplating a deferral, the Board must also consider whether the utility would be able
to manage the deferral without undue economic harm. A deferral results in the utility
incurring costs in the present, but not recovering revenue for those costs until sometime
later. As such, the utility must be able to carry what is, in essence, a loan to its customers
for the deferral period.

[89] As noted previously, Mr. lvey urged the Board to consider phasing in the
rate increases. In response to a question from the Board about how this might be
accomplished, he suggested that the timing of capital investments could be adjusted to
reduce the impact of several large capital projects being added all at once.

[90] In the past, the Board has also found that significant rate increases for a
group of customers arising from the consolidation of utilities may warrant a phasing-in of
rates. In considering the transfer of the assets and undertaking of the Kentville Electric

Commission (KEC) to Nova Scotia Power Incorporated in 1998, the Board commented:

The Board has considered the matter carefully. In addressing this issue, the Board is aware
that there are several public utility principles to be balanced, for example, "rates should be
just and reasonable" and "rate discrimination should be avoided". As well, "avoidance of
rate shock" and "gradualism in the introduction of rates increases" are well recognized rate-
making principles.

Section 67(1) of the Act mandates that customers in similar circumstances pay the same
rates and charges for similar services. The Board is of the opinion that KEC's residential
and small general customers would not be in substantially similar circumstances as would
NSPI customers in the same rate classes at the time KEC is sold to NSPI. In view of the
very real rate shock which would be experienced by KEC's residential and small general
customers if no phase-in were permitted, the Board is of the opinion that it would be just
and reasonable to approve the phase-in, in the form requested by NSPI. Given that the
Board is of the opinion that the sale should be allowed to proceed, it believes that it should
mitigate the impact of the significant rate increase which would otherwise be incurred
immediately by the residential and small general customers. The Board is also of the view

Document: 315260



-33-

that existing NSPI customers will not be prejudiced by the proposed phase-in. Accordingly,
the phase-in is approved.

[Re Nova Scotia Power Inc., 1998 CarswellNS 652, paras. 76-77]

[91] This approach was used when the Falmouth, Hantsport and Three Mile
Plains/Wentworth water utilities were merged to form the West Hants Water Utility. In that
case, the transition from separate rates for each existing utility to a common rate for the
new utility, as proposed, would have resulted in significantly different rate changes for
customers. Residential customers of the Hantsport Water Utility served using 5/8” meters
would have seen their water bills drop by an estimated 22% in the first year of operations
of the new water utility and residential customers of the Three Mile Plains/Wentworth
Water Utility would have a seen a 1.1% reduction in water bills; however, customers using
the same meter size in the Falmouth Water Utility would have seen a 52.4% increase in

their bills.

5.1 Findings

[92] Notwithstanding the magnitude of the proposed rate increases, the Board
finds the circumstances do not warrant the imposition of a mechanism to defer the utility’s
recovery of its costs to a future time. The Municipality’s audited financial results show an
overall loss for the utilities (combined) of approximately $85,000 in the year ending March
31, 2023. The rate study filed with the Municipality’s undertaking responses [Exhibit W-9]
shows a projected loss of approximately $32,000 in the year ending March 31, 2024, and,
if there is no rate adjustment, increasing losses through the next three test years (with a
projected loss of nearly $1.8 million in third test year).

[93] The utility’'s proposed capital program, while aggressive, is not

unreasonable and is largely driven by regulatory requirements. Significant debt will be
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incurred to fund capital projects through the test period. Deferring the recovery of costs
could compound the utility’s difficulty managing its financial circumstances.

[94] However, the Municipality estimates that it has a combined utility operating
surplus of nearly $1.4 million as of March 31, 2024. The Board suggested the Municipality
apply a significant portion of this surplus to reduce operating costs in the test period in
the rate study filed with Exhibit W-9. As a result, the rates proposed in the study are set
to under-recover by $100,000 in the first test year and $450,000 in the second test year.
This has a similar effect as a deferral in reducing rates, but without the associated future
repayment obligation and carrying costs. Additionally, the Municipality projects a further
reduction in its surplus of approximately $274,000 in the first test year because the
proposed new rates would not be in effect until part way through the year. Even at that,
the Municipality’s projections assume that new rates would start on July 1, 2024, and
since that date has passed, there will be a further erosion of the accumulated surplus.
[95] By using the accumulated surplus, lower bill increases for all customers can
be achieved in the first two test years and a smoother increase in bills for Windsor Water
Utility customers can be achieved. In the third test year, however, all costs are fully
reflected in rates, so the ultimate bill increase by the end of the test period is not affected.
While these increases result in higher bills, the Board notes that average quarterly bills
for residential customers in some utilities in the province are higher (with some exceeding
$200 each quarter), and there are several utilities who have not had rate increases in
several years who will likely file rate applications soon.

[96] The Board also considered whether the new rates for Windsor Water Utility

customers could be phased in differently to reduce the related rate shock. However, the
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Board finds the circumstances make this inappropriate. Unlike the amalgamation of the
utilities in the former Municipality of the District of West Hants, there is no sharp decrease
in rates contemplated for either of the utilities proposed to be combined. While the rate
study the Municipality filed with its undertaking responses [Exhibit W-9] projects slight
guarterly bill decreases for West Hants Water Utility Customers in the first test year, the
average decrease is only 3.5% or less for all rate classes and is a function of the use of
the accumulated surplus discussed above, which results in rates that are set to under-
recover the utility’s annual costs. Furthermore, based on the assessments filed by the
Municipality [Exhibit W-4, Attachment to IR-49], the Board finds that, even without
amalgamation, residential customers of the Windsor Water Utility would have faced rate

increases almost as high.

6.0 REVENUE REQUIREMENTS

6.1 Operating Expenditures
[97] The operating expenses of the proposed amalgamated utility shown in the
application are the expenses of the amalgamated utilities.
[98] The rate study filed in response to the undertakings includes updated
operating expense information, as discussed during the hearing. In response to
undertaking U-6, the applicant noted that the revised rate study includes a revision to
regulatory fees and audit fees in the test years. It further noted in response to undertaking
U-14 that there were errors reported for the 2022/23 actual results related to the
overstatement of depreciation expense in the amount of $50,011 and the opening

operating surplus by $3,204. The rate study filed with the undertaking responses also
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includes updates to other non-operating expense and revenue items, as discussed later
in this decision.

[99] Based upon the updated rate study, in 2022/23, the combined utility had a
deficiency of revenues over expenditures of $85,258, and an accumulated operating
surplus balance of $1,374,311. With the amendments filed with the undertaking
responses, it is projected that at current rates, expenditures will increasingly exceed
revenues, resulting in an accumulated operating deficit for the amalgamated utility of
$2,347,271 in 2026/27.

[100] The applicant explained that there are no projected operational efficiencies
from amalgamation in the test years, as they are two separate systems not
interconnected, except for the water connection for the sale of water between Windsor
and Three Miles Plains/Wentworth. Further, the applicant noted that the two existing
utilities, in effect, act as an amalgamated utility now. It added that there may be some
administrative efficiencies gained through not having to manage two separate utilities,
rate structures and sets of rules and regulations.

[101] The applicant provided an explanation for the increase in operating
expenses, excluding depreciation expense, of approximately 12%, between 2022/23 and
2023/24. It noted that the primary increases relate to operational labour in water treatment
and transmission and distribution, maintenance of equipment and treatment equipment,
maintenance of mains and standpipes, maintenance of services (including a capitalized
adjustment in 2022/23), maintenance of hydrants, professional services, audit and the
rate study. There is also an increase in depreciation expense of approximately 15%,

representing the depreciation on the proposed capital additions in 2023/24. Also in
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2023/24, the power and pumping expense, which relates primarily to operations labour,
decreased to $0, which the applicant explained is due to a reallocation of the expense to
water treatment.

[102] The application noted that expenses for the test years are based upon a 3%
increase per year or other increases if known. In response to the IRs, the applicant stated
that in the first test year, 2024/25, many expenses have increased more than 3% to
address a spike in overall costs in recent years due to inflation. The applicant further
stated that it is hopeful that the rate of inflation will decrease to the 3% used in the last
two test years.

[103] In 2024/25, the source of supply expense is budgeted to decrease from
$380,697 to $14,800. This is mainly due to the elimination of the cost associated with the
West Hants Utility (Three Mile Plains system) purchasing water from the Windsor Utility,
after amalgamation.

[104] To aid in the reduction of non-revenue water, the budgeted transmission
and distribution operating expense includes a line item for leak detection in each of the
test years.

[105] The applicant explained the budgeting process for the proposed
amalgamated utility. Draft budgets are prepared by the Director of Public Works and the
Director of Financial Services and are presented to the Committee of the Whole for
review. The Committee recommends the budgets to Council for approval. In response to
undertaking U-11, the applicant added that the utility’s 2024/25 budget was prepared by

staff based on their experience and knowledge of the needs for the upcoming year. The
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budget included in the revised rate study filed with the undertakings was presented and
approved by Council at the May 29, 2024, Council meeting.

[106] In response to an IR, the applicant provided information on the allocation of
costs between the Municipality and the proposed amalgamated utility, noting that it has
not proposed changing the current allocation methodology with the amalgamation of the
utilities. This was further examined during the hearing. The applicant stated that the
Municipality charges an administration fee to cover the cost of administration of the utility
based on 10% of the overall operating costs of the utility, excluding depreciation. This
administration fee is based on the year-end financial information of the utility and can
fluctuate from year to year. The administration fee expense line item in the original rate
study is budgeted in 2023/24 at $375,867.

[107] During the hearing the Board questioned whether the current methodology
recovers the Municipality’s actual costs. In response to undertaking U-5, the applicant
filed an analysis that compared the water utilities’ share of municipal administration costs
as direct costs, directly allocated to the utilities, to the present allocation of administration
costs based on the 10% formula which is included in the current rate study. It added that
currently the 10% formula is used throughout the Municipality to administer various
departments. This rough analysis calculated the administration fee to the utility using
direct costs as $555,300, which suggests that the utility is underbilled, by $179,433. It is
noted that the administrative fee for 2023/24 in the rate study filed in response to the
undertakings is $336,769, based upon revisions to the operating expenses.

[108] The depreciation expense projected in each of the test years is based upon

the depreciation associated with utility plant in service and capital additions, at rates set
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out in the Water Utility Accounting and Reporting Handbook (Accounting Handbook). For
the proposed capital additions that are not specifically identified in the Accounting
Handbook, the applicant provided information in support of the rates used in the rate
study.

[109] The amended rate study filed in response to the undertakings changed the
timing and magnitude of some proposed capital expenditures, discussed later in this
decision. A correction in a past amount resulted in a slight decrease in the annual

depreciation expense in each of the test years.

6.1.1 Findings

[110] In response to the undertakings, the applicant filed a revised rate study,
based upon updated information. The operating expenses over the test years are
generally based upon an annual increase of approximately 3%, which the Board finds to
be reasonable.

[111] Of note is the decrease in the source of supply expense in the test years
due to the elimination, resulting from amalgamation, of the expense of the West Hants
water utility purchasing water from the Windsor utility. This will have an offsetting
decrease in revenue of a combined utility.

[112] Included in the operating expenses are costs related to leak detection to aid
in the reduction of non-revenue water. The Board encourages the utility to continue with
these efforts to aid in more efficiently operating the water system.

[113] The Board notes that based upon the analysis provided in response to the
undertakings, the current allocation of Municipal costs to the water utilities is inadequate

for the amalgamated utility. As there is no history of operating the combined
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Windsor/West Hants Water Utility, the Board accepts the allocation of costs between the
Municipality and the amalgamated utility as presented. However, the Board directs the
utility to conduct a detailed analysis of these cost allocations before its next rate
application, based upon the new, amalgamated utility structure.

[114] The rate study filed in response to the undertakings uses the most current
information as a basis for the projected depreciation, correcting an error in the
overstatement of depreciation expense and amending the annual depreciation expense
due to changes in timing and costs of budgeted capital projects. The depreciation rates
used follow the Accounting Handbook guidelines, or explanations have been provided
when the asset is not specifically included in the Accounting Handbook. The Board
accepts the annual depreciation expense in each of the test years, as budgeted in the

rate study filed in response to the undertakings.

6.2 Capital Budgets and Funding

[115] The rate study shows the amalgamated utility’s 2023/24 capital budget, and
the capital budgets in each of the three test years, which totals approximately $27.4
million over that four-year period. In response to the IRs, the applicant provided details of
the major projects and funding, based upon the original rate study filed, which showed
capital expenditures totaling approximately $24.6 million over the four-year period.
Approximately two-thirds of this amount relates to work in the current Windsor Water
Utility, with the remaining one-third associated with the current West Hants Water Utility
(IR-32c¢). Included in the capital budgets are costs associated with the Windsor-Falmouth

interconnection project.
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[116] The proposed capital budget was examined during the hearing, and the
revised rate study filed in response to the undertakings includes updated budgets and
more accurate information for the 2023/24 capital budget. This results in both an increase
in the total budgeted amount during the four-year period, and the shifting of the timing of
the proposed capital projects in the test years, due to the following amendments:

2023/24
e $505,000 Road Construction project added to Source of Supply Structures
2024/25
2024/25
e $300,000 Service Replacement project added to Services (IR-27u)
e Purification Upgrade Project Design ($300,000) included in 2024/25
e Purification Upgrade Project construction moved to 2025/26
2025/26
e Purification Upgrade Project construction added with budget adjustment to
$4,400,000

No changes were made to the capital budget for the final test year, 2026/27.
[117] The applicant identified unfinished capital projects that are being carried

forward into the first test year, 2024/25:

West Hants Water:

TMP [Three Mile Plains] Service Upgrade $ 300,000
Falmouth Water Treatment Plant Upgrade $ 70,000
Falmouth Standpipe Flow Meter $ 25,000
Riverview Road Rehab, Hantsport $ 270,900
Windsor Water:

College Road Rehab, Windsor $ 390,500
Water Storage Facility $6,000,000
(Partial approval from the UARB for $3,000,000

in long-term debt borrowing (M10642)

Mill Lakes Water Control Intake Structures $ 850,000

[Exhibit W-4, IR-32¢)]
[118] A description of the major capital projects in the test years was provided in
response to the IRs. Source of supply structures ($850,000) relates to water control
structures and intake capital work, required on dams and water intakes to meet fisheries

regulations. Distribution mains are budgeted for 2023/24, and in each of the test years,
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with costs totaling approximately $7.5 million. The applicant stated that included in this
amount are costs related to the interconnection between the Windsor and Falmouth
distribution systems, in addition to costs associated with replacement of mains due to
age, condition and upcoming road construction. Meter replacement is also included in
each of the test years in the amounts of $290,800, $40,800 and $40,800, respectively.
[119] Transmission mains are budgeted in the amount of $4,112,000 in 2024/25
which the applicant described as relating to the interconnection between Windsor and
Falmouth, as well as the Hantsport transmission main replacement from the Hantsport
water treatment plant to the standpipe.

[120] An amount of $4,400,000 is budgeted in 2025/26 for purification equipment.
This relates to providing a third process train at the Windsor water treatment plant to meet
regulatory requirements for filter redundancy. As presented in the response to
undertaking U-1, this project is necessary regardless of the interconnection between
Windsor and Falmouth. However, with the interconnection, a similar project, at the same
cost, can be avoided at the Falmouth treatment plant.

[121] Mr. Isenor described the amalgamated utility’s capital program as very
aggressive, but necessary, because the infrastructure is aging, with new equipment
required for several areas. With respect to the utility’s capacity to complete these projects,
the applicant stated that it will require support from consultants and outside contractors,
but staff is confident that it has the experience and expertise to undertake and complete

the projects.
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[122] From Worksheet B-3 in the rate study in the undertaking response, the

proposed funding of the capital budgets in 2023/24 and in the test years is:

Funding 2023/24 2024/25 2025/26 2026/27
Outside Funding 60,800 5,116,800 163,025 60,800
Capital out of Revenue 50,000 78,000 58,000 58,000
Depreciation Fund 1,300,000 1,350,000 1,070,000 1,130,000
Long Term Debt 3,117,787 7,112,440 5,814,325 830,775
Total $4,528,587 | $13,657,240 | $7,105,350 | $2,079,575
[123] In response to the IRs, the applicant explained that outside funding for the

water storage tank project has been approved by the Province under the Municipal
Capital Growth Program in the amount of $3,074,208. During the hearing, the applicant
stated that it had received a portion of the grant budgeted as an outside funding source
for the interconnection project. The IR responses also stated that other outside funding
sources have not yet been confirmed and if the funding is not available, the utility will
reassess the proposed capital works.

[124] In the rate study, a 6.0% interest rate is used for the long-term debt, with a

20-year term.

[125] The issue of completing the capital projects as budgeted was further

discussed during the hearing in terms of the timing of debentures.

Mr. Fisher: So with regards to the other debentures that are assumed in here, there's
a fair amount of money which is being assumed that it will be debentured, and | guess the
bigger question is, Is the capital work going to be completed? Will it be completed,
actually, in time to actually get it debentured so that it actually falls due in that capital
year? Or are we being a little bit too conservative in budgeting to actually complete all
our capital work in one year and have it debentured in one year? Do we have room to
actually push out the debenture payments?

Mr. Richard: Yeah, and we're certainly hopeful. There's three great projects. One is,
you know ... kickoff meeting is actually as we speak for the reservoir. So that's been
awarded. So that will happen this year. The third process train. So we're in detail design
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with that project right now, and also detail design and competition documents for the
interconnection.

So our hopes. We know market conditions and just how busy contractors are kind
of, you know ... does kind of reflect getting projects done, but our expectation is yes, we
hope to have these projects at least started in this fiscal year, if not early, early next fiscal
year.

[Transcript, pp. 154-155]

[126] With the proposed funding in the rate study, the depreciation fund balance
at the end of the test years is projected to be $56,347, significantly less than the amounts

projected in the previous rate studies.

6.2.1 Findings

[127] The amalgamated utility is projecting major capital works over the test
years. The replacement of aging distribution mains and meters will aid in reducing non-
revenue water, which is an issue for the utility. The reservoir project, which is the subject
of a separate Board matter (Matter M10642) is required to provide additional storage
capacity for future development in the area. The purification equipment (process train)
and source of supply structures (water control and intake structures) are necessary to
meet regulatory requirements. The interconnection project will allow for the elimination of
significant future capital upgrades, and results in lower costs along with improving system
reliability.

[128] While the need for the proposed capital projects appears reasonable, there
seems to be some uncertainties around the timing and funding of the projects. The timing
of some of the projects or portions of the projects were moved to future years in the
undertakings. The ability to manage and complete the significant projects on the timeline
proposed may be difficult. Also, outside funding, which has not been entirely secured,
makes up a significant portion of the proposed funding in 2024/25. There are also limited

depreciation funds remaining to be used in cases of increased capital costs.
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[129] Given the need for the projects, the Board accepts the proposed capital
projects and funding. While the Board recognizes that the proposed projects are required,
and will produce a significant impact on the rates, it is concerned that the timing of when
the projects are completed, and the resulting debentures issued, will not be attained.
[130] The Board considered that the utility might alter its assumptions as to when
it would complete and fund the proposed projects, thus lowering the required rates. While
this would make the transition to higher rates in the first test year more attractive, it would
not eliminate the rate increases, but rather push any rate increases forward into the other
test years.

[131] Instead, if projects are unable to fully proceed, the Board directs the utility
to deposit any variance for each of the three test years in its depreciation expense and
its principal and interest expense to a reserve specifically designated for capital purposes,
as opposed to adding it to an operating surplus for a given year. This preserves the funds
for the intended purpose. It also provides an opportunity to use these funds to offset some
of the costs and funding that will occur when the project does proceed. If project costs
come in higher than expected, the reserve might be used to offset those greater costs.
The reserve might also be used as a funding source to keep future project debt lower or
to pay down the required principal and interest costs from the projects, essentially
smoothing out some of these costs.

[132] The utility is directed to establish a capital reserve whose purpose is to
accumulate unspent funds for the capital projects included in the rate study during the

three test years. This reserve:
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e will include unspent variances in depreciation, principal and interest expenses that
the rate study identified as required during the year, but that were not expended
during that year,;

e will continue until such time as the Board directs otherwise;

o will retain all interest and income that is earned on any balance in the reserve;

e at the direction of Council, funds in the reserve may be used:

o as a capital funding source for these same projects;
o to pay the principal and interest costs for these same projects,
o otherwise as approved by the Board; and

e shall be reported in the annual financial statement which shall detail its balance,
contributions, withdrawals and earnings.

[133] The Board expects that the utility will closely monitor capital budgets to
ensure that timely rate reviews are made.

[134] The Board notes that the inclusion of proposed capital projects in the rate
study does not constitute the Board’s formal approval of these projects. Separate Board

approval is required for projects costing more than $250,000 as set out in s. 35 of the Act.

6.3 Non-Operating Revenues and Expenditures

[135] The test years’ revenue requirements identified in the rate study include
projections of other operating revenue, non-operating revenues and non-operating
expenditures.

[136] The other operating revenue consists of sundry, sprinkler service,
commercial and revenue from bulk water service, totaling $186,782, $192,040 and
$200,306, respectively, in each of the test years. Most of this revenue is projected from
bulk water sales, at $166,579, $171,576 and $176,723, respectively. The applicant
explained that these amounts are based upon recent sales from the bulk water meter in
West Hants.

[137] The non-operating revenue includes interest on customer and other

accounts, special service costs, and transfer from operating surplus, totaling $164,122,
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$496,122 and $34,995, respectively, in each of the test years. In response to undertaking
U-10, the applicant provided clarification on the items interest revenue, special service
and other-bank interest revenue, which have been identified as separate non-operating
revenue line items beginning in 2023/24. In the original application, capital from operating
surplus was proposed as a funding source for the capital budgets in the test years. After
further review during the hearing, this was changed to transfer from operating surplus, a
non-operating revenue item, in the rate study filed in the undertaking responses.

[138] The rate study includes projected non-operating expenditures for the
principal and interest charges on existing debt and on debt related to funding the utility’s
capital budgets in the test years. The existing debt charges are shown to decrease in
each of 2024/25 and 2026/27 due to the retirement of three debt issues of the two existing
utilities. The principal and interest payments associated with funding the test years’ capital
program were revised in the rate study filed in response to the undertakings. In response
to undertaking U-7, the changes include a 50% reduction of principal and interest
payments for 2023/24 and 2024/25 to reflect the timing of debt funding. The changes also
reflect revisions to the capital budgets and funding in each of the test years, as discussed
during the hearing. Even with these changes, the increase in principal and debt charges
is significant and will total more than $1.5 million in the third test year.

[139] The non-operating expenditures also include amounts related to capital out
of revenue and a transfer to the sludge handling reserve. The projected capital out of
revenue amounts are $78,000, $58,000 and $58,000, in each of the test years, which the
applicant explained as allowances for recurring capital expenses. The applicant explained

the sludge handling reserve was set up several years ago to be used to fund the dredging
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of backwash sludge that accumulates in the treatment lagoons every few years. An
annual amount of $10,000 is projected to be transferred to the reserve in each of the test
years.

[140] With the changes from the original application to the non-operating and
other revenue, and non-operating expenses, and to the capital expenditures in the years,
the return on rate base calculated in the rate study filed with the undertaking response is

1.55%, 2.98% and 3.85%, respectively in each of the test years.

6.3.1 Findings

[141] Given the information presented in this proceeding, the Board accepts the
projected non-operating and other revenues, and non-operating expenditures, including
the transfer to the sludge handling reserve, as presented in the rate study filed in response
to the undertakings. The Board notes that it approved this reserve in the past in relation
to the Falmouth water system.

[142] The Board further accepts the calculated return on rate base, as presented

in the undertaking response.

7.0 ALLOCATION OF REVENUE REQUIREMENTS
7.1 Public Fire Protection

[143] The allocations used in the rate study in the calculation of the public fire
protection charge are generally in accordance with the Accounting Handbook and are the
same as those used in the previous rate applications for Windsor and West Hants, except

for the allocation of the item, water treatment plant.
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[144] The Accounting Handbook’s guidelines allocate water treatment plants as
90% to general service and 10% to fire protection. In past Windsor water utility rate
applications, the water treatment plant has been allocated 80% to general service and
20% to fire protection due to the inclusion of water storage at the plant, that supplements
fire protection in the area near the treatment plant. With amalgamation of the two existing
utilities, there will be three water treatment plants (Windsor, Falmouth and Hantsport). To
acknowledge the larger consolidated area, and the inclusion of water storage, an
allocation of 85% to general service and 15% to fire protection is used in each of the test
years, as corrected in the rate study filed in response to the undertakings.

[145] The combined public fire protection charge in 2022/23 is $1,070,092 and is
estimated to be $1,085,409 in 2023/24. For each of the test years (2024/25, 2025/26 and
2026/27), the proposed public fire protection charge of the amalgamated utility, as filed in
response to the undertakings is $1,308,754, $1,558,926 and $1,736,224.

[146] The public fire protection charge is to be allocated among the Municipality,
the Municipality of the County of Kings and the Glooscap First Nation, based upon the

number of hydrants in each area.

7.1.1 Findings

[147] Amendments to the rate study, including amendments to the utility’s
expenses, discussed above, impact the calculation of the public fire protection charge.

[148] The rate study filed in response to the undertakings is based upon the most
up to date information and proposes public fire protection rates calculated using the
Accounting Handbook methodology. The Board approves the fire protection charge, as

proposed in the rate study filed in response to undertakings.
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[149] The Application is based on the public fire protection rate being effective
July 1, 2024, and prorated at three months at the current rate and nine months at the new
rate for 2024/25. Due to the timing of the application and Board approval, the fire
protection charge in 2024/25 will be prorated at six months at the current rate (estimated
at $1,085,409) and six months at the new rate ($1,308,754) for 2024/25. Based upon this
estimation, the public fire protection charge in 2024/25 will be $1,197,081. This may differ

slightly based upon the actual 2023/24 financial results.

7.2  Utility Customers

[150] The remaining revenue requirement, after the allocation to fire protection
charges, must be recovered from the customers of the utility. The original rate application
explained that all the expense allocations to base, customer, delivery and production
charges are consistent with the Accounting Handbook except for depreciation and return
on rate base. The response to the IRs further explained the differences in allocations in
the current application from the previous rate studies of each of the two utilities.

[151] The applicant explained that the changes from the previous rate studies and
the Accounting Handbook are proposed for rate design purposes with the objective of
having approximately 40% of the total revenue from customer base charges. It added that
this was done to provide revenue stability for the utility, while also providing the customer
with the ability to influence their water bill through reducing consumption. The allocation
for depreciation expense was adjusted in the rate study filed in response to the
undertakings to maintain the approximately 40% amount after the corrections and

updates discussed during the hearing were made.
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[152] The application projects an annual increase of 15 residential customers in
each of the test years, which was the subject of some discussion at the hearing, as
previously noted. During the hearing, Mr. Isenor noted that in preparing the rate
application, there was some debate on the projection of customer numbers. He said that
although there has been an annual increase of approximately 25 residential customers in
recent years, it was decided to be more conservative, and “err on the side of safety”, as
potential customers are counted into revenue in the rate study.

[153] The consumption volume in the application is based upon adding the
consumption of the two utilities together. The actual 2022/23 consumption volume is used
to estimate the 2023/24 consumption volume, which forms the basis for the consumption
volume by meter size used in the test years. In addition to the projected increase in
customers, the application projects an annual reduction of 1% in residential consumption
(5/8” meter size). In response to the IRs, the applicant explained that the magnitude of
the 1% reduction in consumption for the amalgamated utility is a best estimate based on
historical consumption in Windsor and the current low average consumption in West
Hants.

[154] In response to undertakings U-2 and U-9, the actual consumption volumes
for 2023/24 were provided by meter size, and the volumes in the rate study were amended
accordingly, along with the annual 1% reduction in residential 5/8” meter size
consumption.

[155] All the customers of the current two utilities are metered. The application
proposes unmetered rates, based upon quarterly consumption of 68 m23. The applicant

noted that although it does not anticipate any long-term unmetered customers, the rate
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has been maintained in case of a request for a temporary water connection, where the

meter may be subject to damage until a proper location is found.

7.2.1 Findings

[156] The application allocates costs to base, customer, delivery and production
charges as set out in the Accounting Handbook, except for the allocation of depreciation
and return on rate base, as noted above, for rate design purposes. The Board accepts
the allocations as proposed.

[157] From the information provided, the Board accepts the projected annual
growth of 15 5/8” metered customers. The utility has an aggressive capital plan, with
some uncertainty as to the ability to complete the projects as planned, as discussed
above. Overestimating revenues may further impact the ability to complete the necessary
capital work.

[158] The Board further accepts the projected consumption volumes, as updated
in response to the undertakings, and the 1.0% annual decrease in residential
consumption volumes, which is consistent with the downward water consumption trend
in most water utilities.

[159] The Board approves the customer rates, including the unmetered rate, as

presented in the rate study filed in response to the undertakings.

8.0 SCHEDULE OF RATES AND CHARGES

[160] In addition to the rates for water supply to its customers, the application
proposes miscellaneous rates and charges, which are based upon the more recently

approved West Hants Water Utility’s charges. In response to the IRs, a list of the proposed
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changes was provided for each of the Windsor and West Hants water utilities. Several
changes are proposed to Windsor's miscellaneous charges for consistency with the
existing rates in West Hants, including a reduction in the after-hours work rate from $200
to $150. For both existing utilities, it is proposed to change the item “Charge for Non-
negotiable Cheques” to “Dishonoured Payments”, with no change to the existing $25
administration fee.

[161] Currently there is only one bulk water station in service, as part of the
existing West Hants Water Utility. An additional bulk water station is expected to be
commissioned in Three Mile Plains during the 2024 construction season. The proposed
bulk water rate is included in the Schedule of Rates and Charges, based upon the
methodology that was used in the previous West Hants Water Utility rate application. The
bulk water rate is calculated in the rate study based on projected utility expenses, and
water consumption in each of the test years, both of which were revised in the undertaking

responses, resulting in revisions to the application’s proposed bulk water rate.

8.1 Findings
[162] The Board approves the utility’s Schedule of Rates and Charges, including

the bulk water rate, as filed in response to the undertakings.

9.0 SCHEDULE OF RULES AND REGULATIONS

[163] The application proposed a Schedule of Rules and Regulations for the
amalgamated utility. The applicant noted that the West Hants Utility’s Schedule of Rules
and Regulations, the most current of the two existing utilities, was used as the basis for

the amalgamated utility. Mr. Isenor explained that in preparing the proposed Schedule,
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the applicant used more standardized language for consistency with the other recently
approved rules and regulations of water utilities in the province.

[164] The applicant provided a list, with explanations, of the proposed changes in
rules and regulations for each of the two utilities. For several of the proposed additions
and changes to the regulations identified in the IRs, the applicant responded that it used
the Public Service Commission of Bridgewater's Regulations as a basis for the wording
changes. The IR responses further noted that a clause in Regulation 41, Extensions,
relating to the requirement of Board approval, was omitted in error. This was corrected in
the amended rate study filed.

[165] Some of the proposed changes and additions to the regulations were
discussed during the hearing. Mr. Isenor noted that in its most recent water rate
application approved by the Board, Bridgewater proposed a “stronger” set of rules and
regulations, using Halifax Water as an example.

[166] Under Regulation 8, Estimated Readings for Billing Purposes-Metered
Customers, the utility proposed to have separate sections relating to each of non-
commercial customers and commercial customers. While the estimated readings for non-
commercial customers are to be for no more than two consecutive billing periods, for
commercial customers it is proposed that the estimated readings can be until the metering
issue is resolved. In response to the IRs, the applicant explained the proposed wording
is due to commercial customers having larger meters that may be difficult to source, due
to supply chain issues that have become more significant since COVID-19. The Board
guestioned the applicant on the wording potentially allowing estimated readings to

continue indefinitely before resolving the issue. The applicant explained they would try to
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avoid that. It said by removing the “two consecutive billing periods” clause, the proposed
wording provides flexibility to estimate both less than two quarters, or more than two
guarters, depending upon meter replacement availability.

[167] With respect to Regulation 14, Location of Meters, the Board questioned
the general nature of “alteration to a building” which would trigger the need for the
customer to be responsible to relocate the meter inside the building and a meter reading
device on the exterior of the building at the customer’s expense. In the Schedule of Rules
and Regulation filed with the undertaking responses, the applicant added wording to
Regulation 14 that this action by the customer would be required by the utility “acting
reasonably”.

[168] The applicant explained the proposed changes to Regulation 25, Service
Pipes will result in increased costs to new customers served by the Windsor Water Utility,
which (unlike West Hants Water Utility customers) currently receive these services at no
cost. New clauses are proposed to the regulation, including clauses relating to the change
in use of premises, resulting in increased occupancy, and the abandonment of a water
service connection. The abandonment clause includes wording on the utility’s possible
requirement of the property owner to provide a maintenance bond “to ensure performance
of such abandonment”. The Board questioned the feasibility of requiring a maintenance
bond for residential customers. The applicant explained that this most likely would not be
needed for every residential customer, which is why the wording states that the utility
“‘may” require the bond. In response to undertaking U-13, the applicant confirmed that the

proposed changes to Regulation 25, Service Pipes, were taken from Regulation 24 from
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the Public Service Commission of Bridgewater Regulations and Regulation 51 from the

Halifax Water Regulations.

9.1 Findings
[169] The Board finds that the proposed Schedule of Rules and Regulations is
reasonable and is generally consistent with those of other water utilities. The Board
approves the Schedule of Rules and Regulations, including Regulations 8, Estimated
Readings for Billing Purposes - Metered Customers, Regulation 25, Service Pipes, and
the amendment to Regulation 14, Location of Meters, filed with the undertaking

responses.

10.0 CONTINGENCY PLANNING

[170] In response to Board IRs, the applicant provided general information on its
efforts about contingency planning and emergency preparedness for the utility. It noted
that emergency preparedness plans are in place for each of the utility’s dams, with dam
safety reviews completed for both Mill Lakes and French Mill Brook dams, and plans are
in place to bring the Mill Lakes Dam up to standards. A list of current contingency plans
was provided, which are reviewed annually as part of the review of each facility’s
operations manual. Source water protection management plans are reviewed annually,
with watershed committee meetings held semi-annually.

[171] The applicant stated that a positive outcome of the 2020 Windsor/West
Hants amalgamation is that it currently operates as a combined integrated utility, with
utility staff cross-trained in utility operations. It noted that the proposed capital plan for the

consolidated utility, including distribution connection, increased water storage, adding a

Document: 315260



-57 -

third process train and control structure upgrades, will decrease risks by increasing
resiliency and redundancy. The applicant added that amalgamation will better equip the
utility to share resources in the event of an emergency and will allow risk assessment and
emergency preparedness planning to be done as a consolidated utility using a consistent
approach without duplication.

[172] The Board reminds the utility of the importance of maintaining and updating
its contingency and emergency preparedness strategies and the associated

communication plans.

11.0 CONCLUSION

[173] The Board has considered the information presented and approves the
amalgamation of the Windsor and West Hants water utilities to form the West Hants
Regional Water Utility.

[174] The Board approves the Schedule of Rates and Charges for Water and
Water Services provided by the applicant in the rate study filed in response to the
undertakings, with effective dates of October 1, 2024, April 1, 2025, and April 1, 2026,
with an amendment to the public fire protection charge. As the rates are approved
effective October 1, 2024, and not July 1, 2024, as proposed, the approved public fire
protection rate in Schedule “A” of the Schedule of Rates and Charges is based on six
months at the existing rate and six months at the proposed rate.

[175] The Board directs the utility to establish a capital reserve in which will be

deposited any unspent variances in depreciation, principal and interest expenses that the
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rate study identified as required during the year, but that were not expended during that
year.

[176] The Board also directs the Municipality to study the allocation of costs
between the Municipality and the utility before its next rate application.

[177] The Board further approves the Schedule of Rules and Regulations as
amended and proposed in the response to the undertakings, with an effective date of
October 1, 2024.

[178] An Order will issue accordingly.

DATED at Halifax, Nova Scotia, this 3" day of September, 2024.
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