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The Corporation of the District of Tofino

REPORT TO COUNCIL

Council Agenda Item – July 28, 2009
July27, 2009

    File: 0550-04 FIN
To:   Bob Long, CAO

From:  Edward Henley, Director of Financial Services

SUBJECT: 2009 Water and Sewer rate changes

RECOMMENDATION

THAT COUNCIL consider the proposed changes to the utility rates  and recommend 
modifications to either the proposed rates  or the water and sewer budget to achieve a 
balanced water and sewer budget.

THAT COUNCIL approves a quarterly operational water meter reading levy of $2.90 per 
utility account.

THAT COUNCIL approves a one-time quarterly levy equal to the difference between the 
new summer rates and the existing summer rates for the metered consumption during the 
Q2-2009 period.

THAT COUNCIL approves the quarterly collection of a water capital levy in the amount of 
$1.50/m3 of water measured by meter.

THAT COUNCIL approves that the Institutional rate class be redefined to include 
properties currently defined as Halls.

THAT COUNCIL approves that the Commercial rate class  be redefined to include 
properties currently defined as Restaurants.

CAO’S COMMENTS
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PURPOSE

The Water and Sewer segments of the 2009-2013 Financial Plan have not yet been 
considered.  It is important to finalize these budgets as soon as possible in order to 
provide direction to staff with regards to current and future planning for operational and 
capital expenditures.

DISCUSSION

The water and sewer budgets have been analyzed and broken down into operational and 
capital components.  These sections will be discussed separately.

Additionally, the current water rates and how they relate to the revenue and usage by 
various water classes  will be compared to the proposed changes.  Proposed solutions to 
provide for operational and capital funding requirements will be presented.

Finally, some minor changes to the rate classes will be discussed in order to have better 
compliance with the Water Utility Act and to also reduce the number of water classes.

Some charts have been added to the end of this report for reference and review.

Recommended Changes to Operational Consumption Rates
It is recommended that the current method of per unit calculations remain for strata and 
hotel rate classes as according to the reasons outlined in 2007.

Graphs are attached at the end of this report that shows the percentage of total metered 
usage of water and the percentage of total payments by each rate class.  While the rates 
were increased by a higher rate for the hotel class in the 2007 round of rate changes, a 
number of hotel properties reduced metered consumption substantially, and so the total 
impact on the percentage of total payments has not increased dramatically despite a new 
major resort opening in Q4 2008.

Commercial rate class has proposed rate increases so that the percentage of payments 
now matches the percentage of metered usage.  Residential and strata rate classes will 
continue to pay less as a percentage than metered usage and the hotel rate class will 
continue to pay more, respectively.

Effect of water consumption rate changes on average residential.
The average residence has an averaged out quarterly water consumption bill of $70.38 
(2008: $150,905.15 / 536 users / 4 quarters) and the effect of the increase in the 
consumption rates would be to increase this amount by approximately 58% to $111.55.

This would provide for $676,000 ($692,000 less  estimated 2.3% for refunds due to water 
breaks) in annual water consumption revenue.  There will be a reduction in consumption 
that will impact revenues due to increased incentive to conserve.  This is partially mitigated 
by using 2008 consumption numbers which were the lowest of the past 4 years plus two 
large new developments (in addition to several smaller ones) either came on stream in late 
2008 or will open in 2009 which have not been fully reflected in the numbers used.

There will still be a shortfall in the projected operational revenue as compared to the 
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projected operational expenses as shown in the chart below.  This  shortfall has to be 
resolved through either higher revenues or lower expenses, or a combination of the two.  
Staff requests Council recommend a strategic course of action to resolve this shortfall.

 

Water Segment Operational Summary
2009 2010 2011 2012 2013

Budgeted Consumption Revenue $380000 $380000 $380000 $380000 $380000
Operational deficit in budget $353824 $229941 $279142 $252279 $250983
Total consumption revenue required $733824 $609941 $659142 $632279 $630983
Less revenue from proposed rate 
Increase

$676000 $676000 $676000 $676000 $676000

Remaining shortfall / (surplus) in 
operational budget

$57824 ($66059) ($16858) ($43721) ($45017)

The following pages show the current and proposed consumption rates.

Existing Water Rates and Tiers - 2007 (Started Q3 2007)

Tiers - Cubic Meters Rate Tiers
Class Name 1 2 3 4 5 6 1 2 3 4 5 6

1 W-Residential 6.67 25 35 45 60 999999 $        - $0.75 $0.75 $0.95 $1.05 $1.20
1 S-Residential 4.85 25 35 45 60 999999 $        - $1.03 $1.18 $1.33 $1.48 $1.68
2 W-Strata 1 

unit
6.67 25 35 45 60 999999 $        - $0.75 $0.85 $0.95 $1.05 $1.30

2 S-Strata 1 
unit

4.85 25 35 45 60 999999 $        - $1.03 $1.18 $1.33 $1.48 $1.68

3 W-1/5 Strata 1.334 5 7 9 12 999999 $        - $3.75 $4.25 $4.75 $5.25 $6.50
3 S-1/5 Strata 0.97 5 7 9 12 999999 $        - $5.15 $5.90 $6.65 $7.40 $8.40
4 W-

Commercial
5.88 115 200 600 1200 999999 $        - $0.85 $0.95 $1.05 $1.15 $1.30

4 S-Commercial 4.24 115 200 600 1200 999999 $        - $1.18 $1.33 $1.48 $1.63 $1.83
5 W-Hotel 5.88 15 20 30 40 999999 $        - $0.85 $0.95 $1.05 $1.15 $1.30
5 S-Hotel 4.24 15 20 30 40 999999 $        - $1.18 $1.33 $1.48 $1.63 $1.83
6 W-Restaurant 5.88 62.5 125 250 625 999999 $        - $0.85 $0.95 $1.05 $1.15 $1.30
6 S-Restaurant 4.24 62.5 125 250 625 999999 $        - $1.18 $1.33 $1.48 $1.63 $1.83
7 W-Institution 5.56 45 90 150 300 999999 $        - $0.90 $0.95 $1.05 $1.15 $1.25
7 S-Institution 5 45 90 150 300 999999 $        - $1.00 $1.15 $1.30 $1.45 $1.65
8 W-Hall 5.56 115 200 600 1200 999999 $        - $0.90 $0.95 $1.05 $1.15 $1.25
8 S-Hall 5 115 200 600 1200 999999 $        - $1.00 $1.15 $1.30 $1.45 $1.65
9 W-Strata 6.67 25 35 45 60 999999 $        - $0.75 $0.85 $0.95 $1.05 $1.30
9 S-Strata 4.85 25 35 45 60 999999 $        - $1.03 $1.18 $1.33 $1.48 $1.68
10 W-Processing 5.56 250 625 1250 2500 999999 $        - $0.90 $1.00 $1.10 $1.20 $1.35
10 S-Processing 4.76 250 625 1250 2500 999999 $        - $1.05 $1.15 $1.25 $1.35 $1.50
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Proposed Water Rates and Tiers - 2009 (Starting Q2 2009)

Tiers - Cubic Meters Rate Tiers
Class Name 1 2 3 4 5 6 1 2 3 4 5 6

1 W-Residential 25 35 45 60 999999 n/a $0.90 $1.10 $1.25 $1.35 $1.50 n/a
1 S-Residential 25 35 45 60 999999 n/a $1.80 $2.20 $2.60 $2.80 $3.10 n/a
2 W-Strata 1 

unit
25 35 45 60 999999 n/a $0.90 $1.10 $1.25 $1.35 $1.50 n/a

2 S-Strata 1 unit 25 35 45 60 999999 n/a $1.80 $2.20 $2.60 $2.80 $3.10 n/a
3 W-1/5 Strata n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
3 S-1/5 Strata n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a n/a
4 W-

Commercial
100 200 400 600 999999 n/a $1.10 $1.40 $1.60 $1.70 $1.85 n/a

4 S-Commercial 100 200 400 600 999999 n/a $2.20 $2.80 $3.20 $3.40 $3.70 n/a
5 W-Hotel 15 20 30 40 999999 n/a $1.10 $1.25 $1.35 $1.45 $1.55 n/a
5 S-Hotel 15 20 30 40 999999 n/a $2.20 $2.50 $2.70 $2.90 $3.10 n/a
6 W-Restaurant 100 200 400 600 999999 n/a $1.10 $1.40 $1.60 $1.70 $1.85 n/a
6 S-Restaurant 100 200 400 600 999999 n/a $2.20 $2.80 $3.20 $3.40 $3.70 n/a
7 W-Institution 45 90 150 300 999999 n/a $1.20 $1.35 $1.50 $1.65 $1.75 n/a
7 S-Institution 45 90 150 300 999999 n/a $2.40 $2.70 $3.00 $3.10 $3.50 n/a
8 W-Hall 45 90 150 300 999999 n/a $1.10 $1.40 $1.60 $1.70 $1.85 n/a
8 S-Hall 45 90 150 300 999999 n/a $2.20 $2.80 $3.20 $3.40 $3.70 n/a
9 W-Strata 25 35 45 60 999999 n/a $0.90 $1.10 $1.25 $1.35 $1.50 n/a
9 S-Strata 25 35 45 60 999999 n/a $1.80 $2.20 $2.60 $2.80 $3.10 n/a

10 W-Processing 250 625 1250 2500 999999 n/a $1.00 $1.10 $1.30 $1.45 $1.60 n/a
10 S-Processing 250 625 1250 2500 999999 n/a $2.00 $2.20 $2.60 $2.90 $3.20 n/a
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This chart illustrates that the highest metered consumption of the past 4 years for Q1, Q2 
and Q3 occurred in 2006 with 2007 and 2008 showing decreases.  This  pattern changed 
in 2008 with increased metered consumption in Q2 over 2007 which was the low point.
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The above chart shows quarterly metered water consumption (left axis) as compared to 
quarterly precipitation (right axis).  The precipitation numbers are gathered from 
www.theweathernetwork.com and represent the mean value of each month of the year.  The 
sampling period for the data covers 30 years from 1961 to 1990.  Tofino receives, on 
average, 3.297 meters of precipitation, however the quarter of the highest demand (Q3) is 
the quarter with the lowest average precipitation and represents only a tenth of total 
annual precipitation.

http://www.theweathernetwork.com
http://www.theweathernetwork.com


3

This chart shows the cyclical nature of the metered water consumption over the past 3 ½ 
years.  The Q3 2006 water emergency, during which some of the resorts closed, is  shown 
in the decline in water consumption by hotels from Q2 to Q3.  During the same periods, 
consumption by residential, commercial and restaurants showed an increase.

While it could be thought that residential consumption would be constant through all 4 
quarters, residential usage is impacted by a number of factors including, but not limited to:

• seasonal occupation of homes
o 46% of properties in Tofino are owned by non-residents

• Tofino residents going out of town for extended periods in Q1 and Q4
• garden and lawn care in Q2 and Q3
• increased activities at bed and breakfasts in Q2 and Q3
• increased numbers of renters in Q2 and Q3

Meter reading levy (operational)
Approximately $8,000 was spent annually on reading meters  in 2007 and 2008.  Spread 
over 691 utility accounts, the cost per meter is $11.58 annually or $2.90 per quarter.  
Currently this cost is distributed, in a disjointed manner, through the minimum $5 fee per 
account for water and the same for sewer.  This fee can be offset, in full, through 
consumption equivalent to $5.00.  As a result, a vacant lot with a water meter and no 
metered consumption would pay a fee of $10.00 to read their meter whereas a lot with 
minimal usage could pay only $10.00 for upwards of 6.66 cubic meters of water and as a 
result pay nothing towards the cost of reading the meter.  By going to an operational meter 
reading levy the costs can more equitably be distributed to each utility account.
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This also permits the rationalization and simplification of the water and sewer tables.  The 
current method requires fractions of cubic meters for the $5.00 offset.  The utility billing 
software is not designed to handle fractions of cubic meters.  As a result, the meters are 
read in cubic meters, the data is then converted to gallons and calculated using water and 
sewer rate tables in gallons, then converted back to cubic meters  for the printing of the 
bills.  This change would remove the necessity for this tortuous process and simplify 
internal controls and reviews of the rates.  It is  recommended that an operational water 
levy of $2.90 per quarter be instituted.

One-time operational consumption levy based on Q2-2009 consumption
The proposed rate increases are based on 4 quarters  of revenue.  With the Q2-2009 utility 
bills already mailed the proposed increases can only appear on the Q3 and Q4 utility bills 
without a special levy.  As a result, the projected revenue for 2009 would be even less than 
shown.  The estimated reduction in 2009 revenue is  $111,000 for Q2-2009 and $13,000 
for Q1-2009.  The difference in Q1-2009 revenue as compared to the new rates can be 
covered, in part, by the water operational surplus, although it will reduce the capacity of 
the District to manage unanticipated operational water expenses or unanticipated 
reductions in water revenues.

It is  recommended that Council approves a one-time quarterly levy equal to the difference 
between the new summer rates and the existing summer rates for the metered 
consumption during the Q2-2009 period.

Capital levy (Water)
A quarterly levy for water capital projects is recommended in the amount of $1.50/m3 of 
water consumed.  The District has not contributed to the Water Capital Reserve fund since 
at least 2000, and possibly longer.  The funds that were contributed in 2006/7 were only 
temporary funds from unexpended funds from the early advance of the 20 year debenture 
for the Tofino Water Upgrade Project (CBCIP – Stump Dump Reservoir) and were 
expended in the following year(s) for the same project.  There are currently sufficient funds 
in the Water Capital Reserve and the Water DCCs to fund the 2009 water capital projects, 
however there will be little funds left for any of the proposed future capital projects.

The proposed water capital projects for 2010-2013 average $536,000 per year as 
illustrated in the chart below.  

2010 2011 2012 2013 Total Average
$591100 $647000 $720900 $188000 $2147000 $536750

Using the 2008 total metered consumption of $358,737 m3, the recommended capital levy 
of $1.50/m3 would provide $538,000 annually.
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Four major factors can impact the recommended water capital levy rate.
1. A reduction in metered water consumption due to conservation would reduce the 

funds collected.
2. Lack of senior government grant funding for several projects would increase the 

funding requirement in order to complete the proposed capital projects.
3. Collection of potential outstanding and future Water DCCs could reduce the 

required rate.
4. Deferral or cancellation of water capital projects could reduce the funding 

requirements, however unscheduled replacement of water capital infrastructure will 
still be required to be funded.

Capital levy (Sewer)
A levy for sewer capital projects is not currently proposed.  Funds exist to pay for the two 
2009 non-Build Canada grant dependent projects; Sharpe Road Lift Station, and Maltby 
Road Lift Station.  Consideration should be made in the future as to how to fund proposed 
sewer capital projects including the District portion of pending Build Canada grant projects 
and the future Waste Water Treatment Plant (WWTP).  Assuming that the District’s portion 
of the WWTP would be 33%, sources  of funding on the order of several millions needs to 
be identified.  Sources could include sewer capital levy, sewer DCCs, borrowed funds, 
grants, donations and other.

Changes to Rate Classes
It is  recommended to merge the Hall rate class with the Institutional rate class and the 
Restaurant rate class with the Commercial rate class.  Additionally, it is recommended to 
have the Residential and the Strata rates equivalent to one another.

Currently there is  only one property that is in the Hall rate class.  It can be seen as a 
discriminatory rate (with respect to the Utilities Commission Act, S. 59) if a rate class exists 
solely for one property.  As the property is generally run as a not-for profit it is proposed to 
be included with the Institution rate class.  It is recommended that the Institutional rate 
class be redefined to include properties currently defined as Halls.

There are only 3 properties in the Restaurant rate class.  Only properties  that are solely 
restaurants  are included in this  rate class.  The rates in this category are generally lower 
than the Commercial rate class in which a number of other restaurants included.  It is 
recommended that the Commercial rate class  be redefined to include properties currently 
defined as Restaurants.

The net result will be a reduction from 8 water and 8 sewer rate classes to 6 each.

Respectfully submitted,

_________________________________
Edward Henley
Director of Financial Services

Attachments:
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1. Water and Sewer segments of 2009-2013 Financial Plan.
2. Water and Sewer Project Information Sheets
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Impact of water rates prior to the 2007 rate changes.

Impact of water rates after the 2007 rate changes.
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Impact of water rates using 2008 volumes and proposed 2009 rates.

Revenue distribution of proposed rates compared to existing rates using 2008 volumes. 
The chart illustrates that the bulk of the increased rates are from the two summer 
quarters to reflect the scarcity of resources in the summer quarters and to encourage 
conservation.


