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Executive Summary

This report contains the Asset Management Plan for the Township of McKellar
(Township) core assets. The report has been organized as follows:

e Section 1: Introduction;

o Section 2: State of Local Infrastructure;
e Section 3: Expected Levels of Service,

e Section 4: Asset Management Strategy;
e Section 5: Financing Strategy; and,

o Section 6: Recommendations.

The “state of local infrastructure” section provides an overview of the core capital assets
owned by the Township. This includes detailed information on asset inventory, including
asset attributes, accounting valuations, replacement costs, useful life, age, and asset
condition. This information provides the foundation for other sections of the asset
management plan.

Based on data provided by the Township and discussions with Township Staff, it is
believed that the Township’s core assets including Water, Wastewater, Storm Water,
Roads, and Bridges have a Good weighted average condition (with the weighting based
on asset replacement cost) as outlined in the following assets table. Please note that
weighted average conditions do not fully reflect the many assets that need to have
capital improvement investments but provide an overall high level perspective of all the
assets found in that asset grouping/network.

Remaining

| Useful Life

| Condition | Risk | Service Life | el
Asset Type fssorStbie (Weighted' | (Weighted (UL) (RSL) - ReLidsialie
Type ; Weighted : of UL
Average) Average) Weighted
Average
it Average
LOW.
Moderate
Good Moderate 74 6 80%
| Good Moderate 4 3 80%
| Bridge & Gulverts Falr Moderate 57 22 39%
‘ Waler Good Moderate 40 33 83%
‘ Good Moderate 50 39 78%

Looking at the remaining life as a percentage of useful life one may quickly identify the
most used up asset value is Road Surface assets, and yet these road surfaces are in
“Good" condition. So, it is important to view these percentages not as absolutes but as
triggers to seek more information about an asset type. For example, when looking at the
Bridge & Culvert assets there are only two out of nine bridges that the bridge inspection
report indicates are in “Poor” condition, yet the Remaining Service Life as a percentage
of Useful Life indicates 39%. This percentage may lead one to believe that the Township
bridges are in close to the end of their lifecycle, which is incorrect.
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220629_AMP-053034.docx



Township of McKellar iii

2022 Asset Management Plan (Core Assets)
June 29, 2022

"Expected levels of service" compares the current level of service provided by the
Township, and the recommended levels of service that will help extend the life of the
above mentioned asset types as well as help accommodate for growth of the Township.
The Township of McKellar takes great care in the service levels they offer their
constituents and public. This report has made a few additional Levels of Service (LOS)
recommendations that can extend the life of the Township’s core tangible capital assets
and therefore reduce the total lifecycle costs of these assets.

The "asset management strategy" for core assets provides a long term operating and
capital forecast for these asset related capital costs, indicating the requirements for
maintaining, rehabilitating, replacing/disposing, and expanding the Township's assets,
while moving towards the specified expected levels of service identified above. The goal
of the asset management strategy is to have the Township moving towards a more
sustainable asset management position over the 10 year forecast period. We have also
taken into consideration the potential risk of each asset by identifying the asset
consequence of failure and probability of failure.

Asset risk was assessed based on the asset's age, condition, consequence of failure,
and probability of failure. The following have been identified based on Township data as
assets that need to be replaced or improved over the next few years:

Roads

¢ Lakeshore Road, from Henry Street to 800 m South of Henry Street — Current
asphalt road surface pulverized and resurfaced with gravel and asphalt
(recommended improvement in 2022, approximate cost $145,000).

e The Inn Road, from Camp Road to Fire Route 160 — Current asphalt road surface
pulverized and resurfaced with gravel and asphalt (recommended |mprovement in
2022, approximate cost $144,000).

e Centre Road, from Hollys Road to Stewart Park Road — Current asphalt road surface
pulverized and resurfaced with gravel and asphalt (recommended improvement in
2023, approximate cost $387,000).

e Centre Road, from Armstrong Street to Balsam Road — Current asphalt road surface
pulverized and resurfaced with gravel and asphalt (recommended improvement in
2024, approximate cost $18,000).

¢ Centre Road, from Balsam Road to Veterans Memorial Bridge - Current asphalt road
surface pulverized and resurfaced with gravel and asphalt (recommended
improvement in 2024, approximate cost $144,000).

¢ Fire Route 305 Road, from Hurdville Road to McDougall Road - Current asphalt road
surface pulverized and resurfaced with gravel and asphalt (recommended
improvement in 2024, approximate cost $29,200).

R.J. Burnside & Associates Limited 300053034
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Bridges

¢ Hurdville Bridge (RS-08 and Bridge 004) — Install approach guiderail (recommended
improvement in 2022, approximate cost $106,000).

o Inholmes Bridge (RS-03 and Bridge 007) — Coating structural steel, partial deck
replacement, with railing improvement/replacement. The substructure needs to be
rehabilitated as well (recommended improvement in 2023, approximate cost
$347,000).

e Hurdville Bridge (RS-08 and Bridge 004) — Concrete deck soffit repairs, and
embankment improvements/rehabilitation as well as substructure and superstructure
rehabilitation. There also needs to be some railing improvement/replacement
(recommended improvement in 2024, approximate cost $502,000).

Storm Water

o The Township indicted that it does not have any storm water assets recorded. It was
recommended that collecting the details of all the crossroad culverts will be a good
value to better understand potential vulnerable areas during extreme weather events.
What we do know is that the Township invests approximately $3,000 annually in
replacing crossroad culverts.

The above listed projects summarise the most current core assets improvement needs
for the Township. Adding up the total costs of these projects and comparing this to the
Township's past capital funding investments shows a growing gap in infrastructure
funding, which is found not only in the Township of McKellar but throughout Ontario, and
across Canada. See the graphic representation below that identifies the Township's
funding gap. The Township has been making steps to close this funding gap and
working hard to seek available funding grants to help close the gap. However, more
needs to be done to ensure that the Township can offer appropriate levels of service to
the public now and into the future.

We have recommended that detailed inspections of the Township's crossroad culverts
are undertaken to provide an inventory and accurate asset condition, remaining life,
potential risk of failure, and future levels of service requirements.

The "financing strategy" described in Section 5 of this report identifies a funding plan for
the recommended asset management strategy, including a review of historical results
and recommendations with respect to the required amounts and types of funding
(revenue) annually over the forecast period. Also, any infrastructure funding gaps are
identified, and recommendations are made regarding potential approaches to reduce
and mitigate these gaps over the 10 year forecast period.

R.J. Burnside & Associates Limited 300053034
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Annual Asset Investment & Funding Gap

Annual Asset Investment & Funding Gap
1,600,000
1,400,000 ;
1,200,000
1,000,000
800,000
600,000
400,000
200,000
| 203 | 20 | 205 | 200 | 2027 | 2038 | 2029 | 2030 201 2082
1% Annual Funding Gap 29565 - | 9532 | 194110 148,345 119,832 | 90,746 | 61,078 30,817 -
|11 Rec ded Increase in Inv i 53723 506,644 | 300,145 & 227,981 | 299,159 | 355376 | 410,896 | 468,446 527,146 = 585,922
1112022 Annual Investment | 892,574 892,574 | 892,574 | 892,574 | 892,574 | B92,574 | 892,574 | 892,574 892,574 | 892,574
#2022 Annual Investment H Rec ded Increase In Investment  Annual Funding Gap

Overall, this asset management plan is a tool to be used by the Township for capital and
financial decision making. It can be tied to various existing reports (such as budget,
official plan, and strategic planning reports) to ensure the asset management plan can
be updated to reflect any changes in the Township of McKellar's priorities.

Please note that this study only focused on the Township’s core assets (Water,
Wastewater, Storm Water, Roads, and Bridges). The identified gap in infrastructure
funding is expected to change when incorporating all of the remaining Township’s asset
types of which Facilities, Vehicles and Recreation Equipment are the major contributors.
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Disclaimer

Other than by the addressee, copying or distribution of this document, in whole or in
part, is hot permitted without the express written consent of R.J. Burnside & Associates
Limited.

In the preparation of the various instruments of service contained herein, R.J. Burnside
& Associates Limited was required to use and rely upon various sources of information
(including but not limited to: reports, data, drawings, observations) produced by parties
other than R.J. Burnside & Associates Limited. For its part R.J. Burnside & Associates
Limited has proceeded based on the belief that the third party/parties in question
produced this documentation using accepted industry standards and best practices and
that all information was therefore accurate, correct, and free of errors at the time of
consultation. As such, the comments, recommendations, and materials presented in this
instrument of service reflect our best judgment in light of the information available at the
time of preparation. R.J. Burnside & Associates Limited, its employees, affiliates and
subcontractors accept no liability for inaccuracies or errors in the instruments of service
provided to the client, arising from deficiencies in the aforementioned third party
materials and documents.

R.J. Burnside & Associates Limited makes no warranties, either express or implied, of
merchantability and fitness of the documents and other instruments of service for any
purpose other than that specified by the contract.

R.J. Burnside & Associates Limited 300053034
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1.0 Introduction

1.1 Overview

R.J. Burnside & Associates Limited (Burnside) was retained by the Township of McKellar
(Township) to prepare an asset management plan for core assets. This plan is intended
to be a tool for the Township to use during various decision making processes, including
the annual budget process and Provincial/Federal capital grant application processes.
This plan will serve as a road map for sustainable infrastructure planning going forward.

Assets included in this asset management plan are the following:

o Water (Mains, Wells, Equipment),

o \Wastewater (Septic Systems);

e Storm Water (None Identified by Township);

» Roads (Bases and Surfaces - Asphalt, Surface Treated, Gravel); and,
e Bridges.

It is recommended that this plan be updated on an annual basis to ensure that it is kept
up to date. All assets listed above are tax supported and are discussed more thoroughly
in this report.

1.2 Plan Objectives

The Township’s goals and objectives with respect to their core capital assets relate to
the level of service being provided to the Township’s residents and visitors. Services
should continue to be provided at expected levels, as defined within this asset
management plan. The Township's infrastructure and other capital assets are
anticipated to be maintained at condition levels that provide for a safe and functional
environment for its residents and visitors. Therefore, the asset management plan and its
implementation will be evaluated based on the Township's ability to meet these goals
and objectives.

1.3 Plan Development

The development of the Township’s asset management plan was based on the steps
summarized below:

1. Develop a complete listing of core capital assets to be included in the plan,
including attributes such as useful life, age, accounting valuation and current
replacement valuation. Update the replacement cost of assets to 2021 dollars,
and where required, using applicable inflationary indices.

R.J. Burnside & Associates Limited 300053034
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2 Assess current condition of the assets, based on a combination of the following:

e Existing reports;

e Burnside desktop assessments;
o Staff assessments; and,

o Asset age analysis.

3. Assess the risk of asset failure for each asset, based on determining the
probability of each asset failing, as well as the consequence of the asset failing.
This risk analysis is one of the components used to identify priority projects for
inclusion in the asset management plan, as well as asset risk levels that require
mitigation.

4, Determine current levels of service, based on standard practices and discussions
with Township staff and discussions with Burnside Engineering staff. Further
analysis of the maintenance practices and identification of additional measures
that can be applied to the assets to extend their lifecycle and potentially provide a
lower asset total lifecycle cost.

5. Prepare an asset management strategy (i.e., operating and capital forecast)
based on the core asset inventory, identified priorities, forecast scenarios and
level of service analysis discussed above.

6. Determine a financial strategy to support the asset management strategy, thus
determining how the operating and capital related expenditure forecast will be
funded over the plan period.

7. Prepare a final report, summarizing the process, strategy, and results of the
asset management plan.

1.4 Maintaining the Asset Management Plan

The asset management plan should be updated as the capital needs and priorities of the
Township changes. This can be accomplished in conjunction with the Township's
budget process. With the delivery of this project spreadsheet file, the Township will have
the tools available to perform updates to the plan when needed.

When updating the asset management plan, note that the state of local infrastructure,
expected levels of service, asset management strategy and financing strategy are
integrated and impact each other. Looking at these components in reverse order, one
can see the financing strategy outlines how the asset management strategy will be
funded. The asset management strategy illustrates the costs required to maintain
expected levels of service at a sustainable level. The expected levels of service
component summarizes and links each service area to specific assets contained in the

R.J. Burnside & Associates Limited 300053034
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5

state of local infrastructure section and thus determines how these assets will be used to
provide expected service levels.

This report covers a forecast period of 10 years; however, it is suggested that more
focus and attention be put on the first 5 years of the asset management plan, to ensure
accurate capital planning in the short term. It is also recommended that the Township
start moving towards 50 year forecasts. This longer term vision will ensure that future
infrastructure investments are not lost in the shorter 10 year forecast window.

1.5 Plan Integration

The municipal environment is continually changing and demanding when it comes to
legislation and other responsibilities. Integrating the asset management plan with the
Township’s budget process, as well as Public Standards Accounting Board Handbook
Section 3150 (tangible capital asset) requirements can make updates in all three areas
more efficient.

With respect to integrating the Township’s budget process with asset management
planning, requires a projection of capital and operating costs over a future period. The
budget outlines total operating and capital requirements for the Township, while the
asset management plan focuses in on specific asset related requirements. With this link
to the annual budget, the budget update process can also become an asset
management plan update process.

Both asset management and PSAB 3150 require a complete and accurate asset
inventory. The significant difference between the two lies in valuation approaches
(PSAB 3150 requires historical cost valuation, while asset management requires future
replacement cost valuation). Using a single asset inventory as developed in the asset
management spreadsheets for the core assets contain both historic and current
replacement valuation methods as an effective approach to maintaining the Township's
asset data (digital spreadsheets of these assets are provided in Appendix A).

R.J. Burnside & Associates Limited 300053034
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2.0 State of Local Infrastructure

2.1 Scope and Process

This section of the plan provides an opportunity to develop a greater understanding of
the core capital assets owned by the Township. The state of local infrastructure analysis
includes:

e An asset inventory documenting asset types, sub-types including quantities,
materials, and other similar asset attributes (where available);

e Financial accounting valuation (where available);

» Replacement cost valuation,

o Asset age distribution analysis and asset age as a proportion of expected useful life;

o Asset condition information (mostly based on report and/or staff assessment as well
as the age of the asset),

e Draft Data Verification and Asset Condition policies; and,

e Documentation of assumptions made in creating the asset inventory.

Burnside developed a detailed asset inventory listing for the Township which was used
as a starting point in fulfilling the requirements for this report. This inventory provides
current financial accounting valuations (i.e., historical cost, accumulated amortization,
and net book value), as well as attributes such as replacement cost, useful life, and
age). With respect to replacement cost, the Township provided various recent
valuations, which were inflated in order to estimate current 2021 replacement costs.
Other valuations were made for assets that were not part of the PSAB 3150 asset listing
using a current 2021 replacement cost and deflating the value to the year or estimated
year that the asset was constructed and/or acquired.

The following data and reports were used to develop the Township's asset inventory
during this project:

o Township PSAB 3150 asset inventory;

e Township reports (such as spreadsheets; septic system documents; well records;
notes from staff, and some Township vendors);

e Township 2021 Road Needs Study spreadsheets;

e Township 2021 Bridge Inspection Report;

¢ Recent purchase information from the Township; and,

¢ Discussions with Township staff.

R.J. Burnside & Associates Limited 300053034
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Some adjustments to asset useful lives have been made but further analysis may reveal
that the Township will want to update some useful life values in the tangible capital asset
financial reporting so that they better reflect the lifecycle and remaining life of the
Township's assets. Burnside engineers have reviewed the useful lives of the core
assets identified in this project and believe they now better reflect the conditions,
maintenance practices and management of the Township’s assets.

2.2 Capital Asset Overview

The Township presently owns core capital assets with a 2021 replacement value of
approximately $45.6 million. All of the assets studied in this project are tax supported
assets. Close to half of the total replacement value is contained in Road Base assets
($21.6 million) which then results in the remaining replacement asset value of

$24 million. Table 2-1, Figure 2-1, and Figure 2-2 outline the breakdown of these totals
into the Township's asset categories.

Figure 2-1: Tax Supported Asset Distribution Replacement Costs (2021)

0%._ 0%

B Road Base

W Asphalt Surface

m Surface
Treatment

| Gravel Surface

W Bridge

W Water

" Wastewater

The capital asset inventory was organized in a Microsoft Excel spreadsheet and
delivered to the Township in digital form shown in Appendix A. Each of the asset types
were assessed for their age, condition (where available) and for data accuracy and
completeness.

R.J. Burnside & Assoclates Limited 300053034
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Table 2-1 and Figure 2-1 show the Township's financial accounting valuation summary
by asset type for tax supported assets. Since 2009, municipalities have been required
under the Public Sector Accounting Board Handbook Section 3150 (PSAB 3150) to
maintain asset listings complete with historical cost (i.e., the original cost to purchase or
construct an asset), accumulated amortization and net book value. These values were
to be reported on the Township’s audited financial statements each year. Burnside has
done the additional work of developing the 2021 Cost for assets that have been added to
the Township's asset inventory. If the Township chooses to use the asset inventory
developed in this project to report the PSAB 3150 values, the datafinformation is found
in Appendix A.

Including all the Township's assets studied in this project, the total tangible capital asset
historical cost is approximately $17.8 million. This is approximately 39.1% of the total
replacement cost, or 38.8% excluding road base historic/replacement costs. It is
expected that historical cost totals are less than replacement cost totals, given
inflationary adjustments that would occur between the original asset purchase/
construction date and 2021. Total accumulated amortization for the Township’s project
assets is approximately $11.1 million or 24.3% of the total asset historical cost and

$5.5 million or 22.9% without road base costs included. This represents the proportion
of tangible capital assets that have been amortized (i.e., used up) to date from a
financial valuation perspective.

Clearly the Township's owned road assets have the greatest percentage tax supported
replacement cost if the road base values were included in the calculation (see

Table 2-1). Road bases are considered assets that will never be totally replaced but will
from time to time be improved and in spot locations reconstructed on an as needed
basis. Therefore, by excluding road base asset values (see Figure 2-2), the Township’s
bridges percentage replacement costs are 57.4% of the asset types studied in this
project. Other asset types studied are Road Surfaces with 41.9% (made up of Asphait
21.9%, Surface Treated 16.6%, and Gravel 3.4%), Wastewater with 0.4%, and Water
with 0.3%. Please note that the Township indicated that they do not own any Storm
Water assets. More in depth discussion of these asset types follows below.

R.J. Burnside & Associates Limited 300053034
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Figure 2-2: Tax Supported Asset Distribution Replacement Costs, Without Road
Bases (2021)
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It is important to note that the identified Township’s Water and Wastewater assets in this
project are all tax supported as these assets are related to township buildings. These
assets are separated out to ensure that the Township can best maintain and prepare for
future asset replacements.

2.3 Road Environment Assets

The Township's road assets make up a key service that reflects the economic and social
development of the community. The road environment assets are 99.6% of the assets
studied in this project and are made up of the following asset types:

¢ Road Surface Asphalt — 11.5% of the total Township’s asset replacement costs;
¢ Road Surface Treatment — 8.8% of the total Township’s asset replacement costs;
e Road Surface Gravel — 1.8% of the total Township’s asset replacement costs;

¢ Road Bases — 47.3% of the total Township’s asset replacement costs;

» Bridges — 30.2% of the total Township's asset replacement costs;

e Cross Road Culverts — not identified in the Township’s asset inventory;

o Street Lights — not identified in the Township’s asset inventory;

e Signs — not identified in the Township’s asset inventory;

o Barriers — not identified in the Township’s asset inventory; and,

o Sidewalks — not identified in the Township's asset inventory.

Figure 2-3 and Figure 2-4 outline the replacement cost distribution of Road assets with
and without Road Base values included.
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Figure 2-3: Road Environment Asset Distribution Replacement Costs (2021)
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Figure 2-4: Road Environment Asset Distribution Replacement Costs (2021)
without Road Bases
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Below we provide more detail on the two key asset groups in the Road Environment
group of assets, Roads, and Bridges.

2.31 Roads

At the current replacement cost the road environment assets account for $31.7 million
dollars and without Road Bases included $10.1 million or 69.4% of the assets studied in
this project. The composition of the road surfaces is outlined in Table 2-2.

Table 2-2: Road Surface Assets

Asphalt 27,226 8.0 Good $5,259,968 NA NA 20 20 25
Surface Treatment 28,677 8.0 Good $3,998,518 NA NA Band20| 8 7
Gravel 48,497 8.0 Good $815,226] NA NA NA 10 4

Total 104,399 | | $10,073,712]  $21,592,368] $31,666,080

The Township had completed a Road Needs Study in 2021 and established a more
complete road inventory then the PSAB 3150 asset listing and prioritization of both
capital and operational maintenance programs for the Township. This project was
provided with the results of the Study which are included. We recommend that the
Township incorporate their road data within their Geographic Information System (GIS)
dataset if possible. This will assist the Township's staff in updating more readily
identified roadway deficiencies and plan for improvements.

Key to all roads is the road base on which they are built. These road bases in most
cases have been established many years ago. Hard top (asphalt, and surface treated)
road surface roads provide the longest life cycle with best level of service when
constructed on excellent road bases. Once the road base becomes soft it cannot
economically support a hardtop road surface and it can be best to convert it to a gravel
road until funding is made available and the base has been reinforced. Figure 2-5
provides a typical road cross-section diagram. This can be applied for all surface types
as asphalt (shown in figure), surface treatment replaced for asphalt and without asphalt
or surface treatment for gravel road surfaces. Please note that the Township has some
roads located in challenging granite outcrop, or wet areas, which require more specific
localized engineering design.

R.J. Burnside & Associates Limited ’ 300053034
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Figure 2-56: Typical Asphalt Road Surface Cross-Section
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The Township’s gravel surface roads are upgraded approximately every four years or as
required with surface gravel replacement/top-up. In some locations additional gravel is
at times required to help reinforce the road base. The four year lifecycle for gravel roads
is in contrast to the PSAB useful life of gravel surface roads is identified as 10 years.

The Road Needs Study provides detailed explanations of the Township’s road conditions
and related deficiencies that impact longevity or operations of the roads, including road
widths, drainage, surface type, alignment, and brushing maintenance where required.
Results of the Road Needs Study were incorporated into this asset management plan.

2.3.2 Bridges & Culverts

The Township has nine bridges and culverts structures over the span of 3.0 m inspected
in 2021. The inspection report was reviewed, and information used in this asset
management analysis. Visual inspections are required to be carried out every two years
in accordance with the Ministry of Transportation — Ontario Structure Inspection Manual
(OSIM). The inspections are to be completed under the direction of a Professional
Engineer to assess their condition and identify any material defects, performance
deficiencies, maintenance needs, additional studies and/or repairs/rehabilitation work
required on a structure by structure basis.

The Township has a total of just over $13.8 million replacement cost of bridge, and
culvert assets. Table 2-3 provides the distribution of the types of bridges that the
Township owns.

R.J. Burnside & Associates Limited 300053034
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Table 2-3: Structure Types

Bridge Type Number 1 Replacement Cost |
CPCI Girder 1 $2,342,665
Concrete Deck on Steel Girder 1 $3,029,916
Steel Deck on Steel Girder 1 $1,256,252
Timber Deck on Steel Girder 2 $2,229,125
T Beam with Concrete Deck 2 $2,827,884
CSP Arch Culvert 1 $1,105,617
CSPA Multi-Plate Culvert 1 $1,013,735

| 9 $13,805,194 |

No bridges were identified to have load limits from the OSIM report.

The inspection report made recommendations based on the inspected data. Depending
on the condition of each structure, the remedial needs were provided in three
classifications; routine maintenance, additional investigations and repairs and
rehabilitations (Capital Works). The review of the 2021 OSIM inspection report identified
the most current Ministry of Transportation Ontario (MTO) structure degradation models
were not used. The older version of OSIM inspections do not calculate Bridge Condition
Index and therefore approximations for condition index were tabulated based on the
OSIM report data and structure photos.

The OSIM report identified that the Township’s defined PSAB 3150 Useful Life of
60 years for all bridges did not reflect the true nature of the lifecycle of these assets. The
useful life was adjusted to the following for this project:

e “"Structures constructed prior to 2000 were generally designed to 50 year lifespan”
(based on Engineer’s Bridge Inspection Report); and,

e Current new structures are designed for a 75 year lifespan (based on Engineer's
Bridge Inspection Report).

The capital works needs include any repair, rehabilitation or replacement work which
would typically be completed by the Township's hired Contractor, to assist in extending
the service life of a structure and increasing the Bridge Condition Index (BCI). In
accordance with the OSIM, the capital and maintenance works required are based on a
priority of six to ten years, one to five years, within one year, and urgent now needs have
been estimated and presented in Table 2-4.

R.J. Burnside & Associates Limited ' 300053034
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Table 2-4: Bridge Capital Works Costs and Timeframes (OSIM Report)

; Capital and

Time Frame Maintenance Cost
<1 year 3106,000
P $1,115,000

6 — 10 years _ $114,000
$1,335,000 |

It should be noted that the Capital Works costs include recommended replacement or
rehabilitation costs for structures in need.

Taking into consideration the structures estimated condition index, several structures
have been identified for some form of rehabilitation and/or maintenance. Within the next
eight years, seven structures have been identified for rehabilitation and/or maintenance
work.

Based on the biennial inspection of each structure, the estimated Structure Condition
Index Distribution graph, shown in Figure 2-6 and Figure 2-7 below, provides a summary
of the current state of the Municipality’s structures.

Figure 2-6: Estimated Structure Condition Distribution
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Figure 2-7: Estimated Structure Condition Distribution
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Currently, 44% of the Township's structures are within the “good” range, with 33% of the
structures classified as “fair’ and 23% classified as “poor”, as illustrated in Figure 2-6
above. Of interest, the Ministry of Transportation Ontario (MTO) has established a goal
to have 85% of their structures in “good” condition by the year 2021, and to maintain that
condition moving forward by addressing rehabilitations and replacements as necessary.
Burnside recognizes that the above goal was not established by the Township, but it is
noted that, based on the current state of the inspected structures, the Township could
increase investment in the management of their bridge assets when compared to the
MTO's established goal. This can also be an avenue to ask the Province for more
assistance in funding to improve the condition of the Township bridge structures.

Continued maintenance and completion of rehabilitative work as recommended in this
report will help to continue a trend of overall improvement of the Township’s bridge/
culvert assets.

R.J. Burnside & Associates Limited 300053034
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2.4 Storm Water Assets

The Township has indicated that they do not classify their crossroad culverts as Storm
Water assets. These crossroad culverts are key to ensuring that water stays away from
the Township’s road base. This is particularly important during extreme weather events
which produce large volumes of rain over a short period of time.

It is recommended that the Township undertake an inventory to locate all the crossroad
culverts and any other municipal drainage network assets along with their attributes
(material, length, diameter, year of construction etc.). These assets are best
incorporated, if possible, in the Township’s GIS dataset which is serviced by the West
Parry Sound GIS (WPSGIS) group.

2.5 Water Assets

The Township does not have a formal water distribution network however the Township
owns water assets implemented for each of the Township’s facilities. These assets
include wells and filtration systems. Water quality testing is completed as required to
ensure potable water is provided to staff and public at each facility.

In general, the condition of the water assets are “good” to “very good”.
2.6 Wastewater Assets

The Township wastewater assets provide an environmentally acceptable safe process of
returning back to nature used water supplies. These septic systems are located at
Township owned facilities. The Township's wastewater assets are in good condition. The
septic tanks are cleaned out on a regular basis (Fire Halls every three years, and other
facilities every five years or as required).

2.7 Asset Condition

Each asset was tracked based on estimated total useful life and remaining service life.
Using this data, along with staff information, and age analysis of the Township’s assets
assisted in identifying potential areas of focus where inspected asset condition was not
available. We want to state that asset condition is always best defined via engineering
best practices. Engineering based condition assessments can provide more realistic
estimates of an asset's remaining service life, which can then be used to establish asset
rehabilitation and/or replacement schedules. Age related condition values can be
problematic if the asset's useful life is not appropriately defined. For example, if a useful
life of an asset is defined shorter than the assets true performance, this will result in a
lower/poorer age assessed condition rating. This method of condition approximation
was only used when inspected or staff commented conditions were not available.

R.J. Burnside & Associates Limited 300053034
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A rating out of 10 was established for all assets and was based on a combination of past
reported physical inspections, current inspections, staff assessment, and asset age
analysis. This rating was then converted to a condition description of “Very Good" to
“Very Poor” as shown in Table 2-5.

Table 2-5: Asset Condition Format for all Assets

Condition

(Value 0-10) Condition
sl Very Good
Lad Good
9~8 Average
hei Poor
1-2 Very Poor

The condition of the assets is an important element of any lifecycle assessment process.
This process also identifies maintenance and operating practices that can be applied to
ensure appropriate service levels, as well as extending the life of the asset to its
maximum service life.

A draft policy has been proposed that will ensure the Township’s core assets are
reviewed using established engineering methods and practices. Appendix B contains
the draft Data Verification and Condition Assessment Policy, which identifies how often
the Township’s assets are recommended to be assessed.

A high level summary of the average conditions for the Township's assets are shown in
Table 2-1. The conditions listed in Table 2-1 were calculated using weighted average
conditions. The weighting factor used was the asset replacement costs so that the
greater the cost the greater the weighting of that asset's condition used to determine the
average. Using this method provides more emphasis on the more expensive to replace
assets. However please note that averages are a composition of many assets in a
group. Averages can be misleading with respect to immediate needs as the new assets
offset the old assets requiring urgent replacement.

2.8 Data Accuracy and Completeness

An important element of this asset management plan is ensuring that tools and
procedures are in place to maintain accuracy and completeness of the asset data and
calculations moving forward. As time passes, assets are used, maintained, improved,
disposed of, and replaced.

R.J. Burnside & Associates Limited 300053034
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All of these lifecycle events can trigger changes to the asset database used within the
asset management plan. Therefore, tools and procedures are essential to ensure the
asset data remains accurate and complete. Please refer to Appendix B of this report for
the draft “Data Verification and Condition Assessment Policy” for the Township. This
policy illustrates how the asset data can be updated and verified going forward. This
includes the timing of condition assessments for each asset type and what should be
included within the condition assessment procedures.

R.J. Burnside & Associates Limited 300053034
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3.0 Expected Levels of Service

The Township has been offering and maintaining for its residents and visitors, good
service levels, during challenging economic times. The Province has demanded via
Ontario Regulation 588/17 that municipalities complete asset management plans on a
regular basis to ensure that appropriate investments are being made in municipal
infrastructure. Reviewing past records has shown that small investments were being
made into maintaining and replacing the Township's infrastructure. The last few years
have seen much improvement with greater investments in Township infrastructure. It is
important to note that the long term objective of the Township needs to be infrastructure
sustainability. In general, the Township is performing maintenance activities when
required.

31 Scope and Process

A levels of service (LOS) analysis gives the Township an opportunity to document the
levels of service that are currently being provided and compare it to the levels of service
that will ensure the assets achieve their full lifecycle potential. This can be done through
a review of current practices and procedures, an examination of trends or issues facing
the Township and/or through an analysis of performance measures and targets that staff
can use to measure performance.

Expected LOS can be impacted by a number of factors, including:

o Legislative requirements (e.g., minimum maintenance standards for roads, water
guidelines, etc.);

¢ Strategic planning goals and objectives;

e Resident expectations;

¢ Visitor expectations;

¢ Council expectations; and,

e Financial or resource constraints.

The previous task of determining the state of the Township’s local infrastructure
establishes the asset inventory and condition, as well as asset management policies and
principles to guide the refinement and upkeep of asset infrastructure. The LOS analysis
utilizes this information and factors in the impact of asset service level targets. It is
important to document an expected LOS that is realistic to the community. It is common
to strive for the highest LOS; however, these service levels usually come at a cost. Itis
also helpful to consider the risk associated with a certain LOS. Therefore, expected
LOS should be determined in a way that balances both level of investment and
associated risk to the Township.

R.J. Burnside & Associates Limited 300053034
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Burnside received verbal confirmation of maintenance practices that the Township
undertakes. We recommend that the Township revisit and update the Road Needs
Study every 10 years and continue the biannual bridge inspections and analysis utilizing
the most up to date MTO bridge/culvert degradation models. These practices will provide
historic condition information as well as information related to any changes to asset
maintenance. This will also help better determine the remaining life of the municipality's
assets.

This information will help not only identify the current needs but also future requirements
due to Levels of Service changes. Ensuring that appropriate levels of service are
determined and recorded will help when additional growth occurs across the Township.

Figure 3-1 illustrates an example of a recommended strategy of investing more often in
smaller amounts which provides higher levels of service and better asset condition with
over all lower total cost over the lifecycle of the asset.

Figure 3-1: Benefit of Applying Preventative Maintenance — Surface Treatment
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The Township’s Road Needs Study recommended that all of the road hard top surface
improvements will be completed with the following methodology when they reach a
rehabilitation point of their lifecycle requiring pulverization of the current surface and
adding some gravel to reinforce the base structure and then adding the surface material.
This is a practice that many rural communities are using to maintain their level of service
of their hard top roads.

R.J. Burnside & Associates Limited 300053034
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3.2 Current Levels of Service versus Expected Levels of Service

The Township's current LOS has resulted in the current state of infrastructure as
discussed in the previous section of the report. The current LOS also relates to the risk
assessment discussed in later report sections. Regarding the cost of this LOS, the
Township has established an operating and capital budget for the current year that
includes the cost of providing this LOS. The Township is doing well with delivering
levels of service as only under $8,000 per year was identified as additional cost to
deliver identified expected levels of service.

Table 3-1 outlines broad LOS descriptions (both current and enhanced LOS). This
analysis was noted through discussions with the Township's staff and engineering best
practices. Based on the information provided there are a few enhanced maintenance
related LOS identified. The Levels of Service cost impact analysis was factored into the
financial strategy discussed in Section 5 of this report.

R.J. Burnside & Associates Limited 300053034
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Township of McKellar 24

2022 Asset Management Plan (Core Assets)
June 29, 2022

4.0 Asset Management Strategy

4.1 Scope and Process

The asset management strategy provides the recommended course of actions required
to maintain (or move towards) a sustainable asset position while delivering the levels of
service discussed in the previous section. The course of actions, when combined
together, form a long-term operating and capital forecast that includes:

o Non-infrastructure solutions: Reduce costs and/or extend expected useful life
estimates;

e Maintenance activities: Regularly scheduled activities to maintain existing levels of
service levels, or repairs needed due to unplanned events,

o Renewal/Rehabilitation: Significant repairs or maintenance planned to maintain the
levels of service and increase the remaining life of assets; and,

e Replacement/Disposal: Complete disposal and replacement of assets when
renewal or rehabilitation is no longer an option.

Priority identification becomes a critical process during the development of an asset
management strategy. Priorities have been determined based on assessment of the
overall risk of asset failure, which is determined by looking at both the probability of an
asset failing, as well as the consequences of asset failure. The consequences of the
municipality not meeting desired levels of service must also be considered in
determining risk. As discussed in Section 3, adding enhanced levels of service results in
both operating and capital budget impacts over the 10 year forecast period. This has to
be taken into consideration, with the overall objective of reaching sustainable levels
while mitigating risk.

4.2 Risk Assessment
The risk of an asset failing is defined by the following calculation:
Risk of Asset Failure = Probability of Failure X Consequence of Failure

Probability of failure has been linked to the condition assessment for each asset,
assuming that an asset in “very good” condition has a “rare” probability of failure. The
following table outlines the probability factor tied to each condition rating:

R.J. Burnside & Associates Limited 300053034
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Township of McKellar

2022 Asset Management Plan (Core Assets)
June 29, 2022

Table 4-1: Probability of Failure Matrix

Condition Condition Proba‘bility of
Failure
9-10 Very Good Rare
7-8 Good Unlikely
5-6 Average Possible
3-4 Poor Likely
1-2 Very Poor Almost Certain

25

Consequence of failure has been determined by examining each asset type separately.
Consequence refers to the impact on the municipality if a particular asset were to fail.

Types of impacts include the following:

o Cost Impacts: the cost of failure to the Township (i.e., capital replacement,
rehabilitation, fines and penalties, damages, etc.);

¢ Social impacts: potential injury or death to residents/public;

o Environmental impacts: the impact of the asset failure on the environment; and,

o Setrvice delivery impacts: the impact of the asset failure on the Township’s ability to

provide services at desired levels.

Each type of impact was reviewed and consequence of failure for each asset type was
determined by using the information contained in Table 4-2 as a guide to assess the
level of impact. Levels of impact were documented as ranging from “significant” to

“insignificant”.

Table 4-2: Consequence of Failure Matrix

Significant Cost —

|
i

Social

Death, Serious

Environmental

Long-term Impact

| Service Delivery !

Major

Sldniricant Difficult to Recover Injury — Permanent Interruptions
Substantial Cost - o
{ . Long-term Impact Significant
Major Multi-year Budget Major Injury )
Impacts Fixable Interruptions
| Considerable Cost — ¢
1 : e Medium-term Moderate
(IEEEEICH  Requires Revisions | Moderate Injury A
| to Budget Impact — Fixable Interruptions
Small/Minor Cost — :
: ; Short-term/Minor Minor
Minor within Budget Minor Injury i :
N Impact — Fixable Interruptions
Nepligivia or No Injury No Impact No Interruptions

Insignificant |

Insignificant Cost
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Township of McKellar 26

2022 Asset Management Plan (Core Assets)
June 29, 2022

With both probability of failure and consequence of failure documented, total risk of
asset failure was determined using the matrix contained in Table 4-3. Total risk has
been classified under the following categories:

o Extreme Risk (E): Risk beyond acceptable levels;

o High Risk (H): Risk slightly beyond acceptable levels;

o Medium/Moderate Risk (M): Risk at acceptable levels, monitoring required to
ensure risk does not become high; and,

e Low Risk (L): Very little risk.

Table 4-3: Total Risk of Asset Failure Matrix

Probhability : Consequence of Failure

of Failure | _ > : . T
| Significant Major | Moderate | Minor | Insignificant

Almost :
Certain |

Likely
Possible
Unlikely

Rare

Risk levels can be reduced or mitigated through planned maintenance, rehabilitation
and/or replacement of an asset. An objective of this asset management plan is to
reduce risk levels where they are deemed to be too high, as well as ensure assets are
maintained in a way that keeps risk at acceptable levels.

4.3 Priority Identification

Through a review of the asset risk of failure assessment, the assets/categories listed
below were identified as being priorities of the Township for over the next few years.

4.3.1 Roads

o Lakeshore Road, from Henry Street to 800 m South of Henry Street — Current
asphalt road surface pulverized and resurfaced with gravel and asphalt
(recommended improvement in 2022, approximate cost $145,000).

e The Inn Road, from Camp Road to Fire Route 160 — Current asphalt road surface
pulverized and resurfaced with gravel and asphalt (recommended improvement in
2022, approximate cost $144,000).

R.J. Burnside & Associates Limited 300053034
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2022 Asset Management Plan (Core Assets)
June 29, 2022

e Centre Road, from Hollys Road to Stewart Park Road — Current asphalt road surface
pulverized and resurfaced with gravel and asphalt (recommended improvement in
2023, approximate cost $387,000).

o Centre Road, from Armstrong Street to Balsam Road — Current asphalt road surface
pulverized and resurfaced with gravel and asphalt (recommended improvement in
2024, approximate cost $18,000).

e Centre Road, from Balsam Road to Veterans Memorial Bridge - Current asphalt road
surface pulverized and resurfaced with gravel and asphalt (recommended
improvement in 2024, approximate cost $144,000).

e Fire Route 305 Road, from Hurdville Road to McDougall Road - Current asphalt road
surface pulverized and resurfaced with gravel and asphalt (recommended
improvement in 2024, approximate cost $29,200).

4.3.2 Bridges

All bridges and large culverts (over 3 meter diameter) are a concern to the Township as
a failure of this type of asset can result in a major consequence of failure.

e Hurdville Bridge (RS-08 and Bridge 004) — Install approach guiderail (recommended
improvement in 2022, approximate cost $106,000).

¢ Inholmes Bridge (RS-03 and Bridge 007) — Coating structural steel, partial deck
replacement, with railing improvement/replacement. The substructure needs to be
rehabilitated as well (recommended improvement in 2023, approximate cost
$347,000).

o Hurdville Bridge (RS-08 and Bridge 004) — Concrete deck soffit repairs, and
embankment improvements/rehabilitation as well as substructure and superstructure
rehabilitation. There also needs to be some railing improvement/replacement
(recommended improvement in 2024, approximate cost $502,000).

4.3.3 Storm Water

One of the priorities identified with the storm water assets is to obtain the location and
attributes (diameter, length, material) of the Township's crossroad culverts. There are
approximately $3,000 of crossroad culverts replaced annually, however there are more
extreme weather events which may require some areas to have increased water flow to
prevent damage to Township roads,

This list of capital asset improvements/replacements is only for the next few years, and
do not limit the needs that the Township requires to become fully sustainable. The
Finance Strategy will further outline the needs for investing in assets annually via
reserves to ensure that funds are available for future asset replacements.

R.J. Burnside & Associates Limited 300053034
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2022 Asset Management Plan (Core Assets)
June 29, 2022

4.4 Climate Change

Over the past decade there has been increased numbers of extreme weather events
which are putting greater stress on municipal infrastructure, and pressure to ensure
levels of service are maintained. Climate change poses a real risk management question
which needs to be addressed within the context of municipal decision making.

Some climate change projections (Federation of Canadian Municipalities):

e Warmer summer temperatures;

o Warmer winter temperatures;

e More intense storms;

e Longer droughts;

o Increased frequency and amount of ice;
e Summers stretching longer; and,

e Sea level rising.

The Township of McKellar has witnessed some of these climate change projections
already causing potential challenges with road washouts from an extreme weather
event, or quick winter thaw runoff. Many roads have not been designed for such intense
high volume rainstorms.

Identifying areas of concern will help the Township to design road and storm water
assets to improve resiliency to extreme weather events. This type of investment will
reduce risk of failure of infrastructure and ensure appropriate levels of service are
maintained for the public.

Another factor to climate change issues is the materials used in asset construction. The
focus is to reduce the total carbon footprint on the construction of infrastructure assets.
Investing in infrastructure with a long term view provides both better levels of service as
well as reducing the total carbon footprint.

As recommended above for the Township to start collecting crossroad culvert data which
will be a start to identifying if the culverts can withstand potential extreme weather. Then
focusing on concern areas and upgrading them over a 10 year period will make good
progress to becoming a more climate change resilient municipality.

4.5 Long-term Forecast

For many years, lifecycle costing has been used in the field of engineering to evaluate
the advantages of using alternative materials in construction or production design. The
method has gained wider acceptance and use recently in the management of capital
assets. By definition, lifecycle costs are all the costs which are incurred during the
lifecycle of a capital asset, from the time it is purchased or constructed, to the time it is
taken out of service for disposal.

R.J. Burnside & Associates Limited 300053034
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2022 Asset Management Plan (Core Assets)
June 29, 2022

In defining the long-term forecast for the Township’s asset management strategy, costs
incurred through an asset's lifecycle, the asset's condition, expected LOS, and risk were
considered and documented. Asset Replacement Analysis in forecasting the
Township's asset replacement needs are summarized in Figure 4-1, which we are
calling Asset Strategy Scenario based on expected levels of service.

The asset strategy incorporated all of the information discussed above in this report and
based on the information provided by the Township, past reports, staff input, and
understanding of the asset’s reaction in their current environment as well as the
expected asset maintenance levels, and the current asset condition, which is expected
to produce a reduced asset potential risk of failure. The outcome of this scenario
approach was to provide appropriate asset service levels, and the assets were expected
to meet or exceed their useful life which reduces expected infrastructure deficits. In total
(all assets), $10.2 million in assets (inflated to appropriate year) are shown as
replacement needs in the 10 year forecast. This is the recommended asset strategy for
the Township of McKellar.

Assets like Bridges, and major culverts, are not expected to be replaced for usually over
50 years. It needs to be stated, to ensure that these assets have reserve funding for
their replacement schedule in the future. The Financial Strategy provides the Township
with an investment plan into their reserve accounts.

For the recommended scenario to be feasible, the expected level of service adjustments
discussed in Section 3 are needed in conjunction with the current level of service
amounts in order to effectively maintain and rehabilitate the assets as required.

The financing strategy discussed in the next section will incorporate the level of service
adjustments into the recommended financing analysis.

R.J. Burnside & Associates Limited 300053034
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2022 Asset Management Plan (Core Assets)

June 29, 2022

Figure 4-1: Proposed Asset Strategy Based on Expected Levels of Service
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2022 Asset Management Plan (Core Assets)
June 29, 2022

5.0 Financing Strategy
5.1 Scope and Process

The financing strategy provides the recommended use of various funding sources to
finance the asset management strategy and levels of service recommendations
discussed in Sections 3 and 4. The financing strategy also provides recommendations
to increase annual investments in assets that will be used beyond this report's 10-year
forecast period.

5.2 Funding Sources
The following funding sources have been used within the financing strategy:

Grant Funding: It has been assumed that Gas Tax Funding (how called the
Canada Community Building Fund) will continue throughout the
forecast period. The Township's allocation is expected to reach
$73,535 by 2023 and it has been assumed that funding will remain
constant at this amount moving forward.

It has also been assumed that Ontario Community Infrastructure
Fund (OCIF) annual amounts will increase to 2022 levels and
remain constant at this amount, $149,500 per year, over the
forecast period. The province is currently reviewing the formula for
OCIF funding and has dedicated additional funding to this
program.

Through discussions with Township staff, receipt of a Northern
Ontario (NORD) grant is also anticipated, totaling $546,645. This
funding has been applied against Centre Road capital
requirements in 2024 and 2025.

Operating Budget:  The Township includes an annual transfer from the operating
budget to capital as part of the budget process. It has been
assumed that $400,000 of this funding will be dedicated to core
infrastructure annually. This is equivalent to the core
infrastructure allocation in 2022.

Given that there are levels of service recommendations that are
operating in nature, it has been assumed that these costs will be
funded from the annual operating budget. This could be through
existing funding or proposed increases each year.

R.J. Burnside & Associates Limited 300053034
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2022 Asset Management Plan (Core Assets)
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Reserves: Existing "roads capital construction” and “investment in
infrastructure” reserves have been consolidated for the purposes
of this financing strategy into a consolidated “infrastructure capital”
reserve. This reserve becomes the primary source of capital
funding over the forecast period. It is recommended that increases
in annual asset investment be allocated to this reserve for capital
use.

Debt: If all other funding sources fall short in funding recommended
lifecycle needs each year, debt financing would be recommended.
Debt financing is not anticipated within the forecast period for core
infrastructure. This may change when the Township adds other
non-core assets to the asset management plan.

5.3 Historic Asset Investment

The following table outlines the Township’s historic capital investment in assets. As
shown, the annual investment has fluctuated over the last two years. In 2021 the
Township received an additional one-time allocation of Gas Tax Funds; however, this
has been removed from the total investment as it is a one-time investment that does not
continue moving forward. In 2022, the Township received a top-up on OCIF funding
which is anticipated to continue going forward.

Table 6-1: Historic Asset Investment - Capital

Funding Type 2021 2022
Canada Community Building Fund (Gas Tax) 138,217 70,471
OCIF Funding 54,514 149,500
Transfer from Operating (Core Infrastructure) - 422,879
Contribution to Roads Reserve 100,000 -
Contribution to Infrastructure Reserve 14,971 14,624
Total Annual Asset Investment - Capital 307,702 657,474
Less: One-time top

ITotal 2021 Asset Investment - Capital (Sustalnable)

* Excludes the Safe Restart and OMPF grants as they are operating In nature. Excludes ICIP grants as they are one-time contributions.
** OCIF Funding Formula for 2023 Is under review, however a province wide sustainable increase in funding has been announced.

Therefore, a capital asset investment in 2022 of $657,474 becomes the starting point for
recommending increases in annual asset investments over the forecast period.

R.J. Burnside & Associates Limited 300053034
220629_AMP-053034.docx



Township of McKellar , 33

2022 Asset Management Plan (Core Assets)
June 29, 2022

5.1 Optimal Asset Investment \

Based on an analysis of the Township’s capital assets in terms of replacement cost and
useful life, the following summary of optimal annual asset investment has been created.

Table 5-2: Optimal Asset Investment Summary

: Annual
‘ Weighted :
7 Replacement ) : Replacement
Core Infrastructure oo Average Useful :
| Cost (2021°%) L'f invastmant
e
(2021.5)
Road Surface 10,073,712 15 671,600
Road Base 21,592,368 75 20,000
Bridge & Culverts 13,805,1%4 57 242,200
Water 77,500 40 1,900
Wastewater 7 _ 00,000 _ 50 2,000

f:ﬂ‘ifnfff«'l: 45,648,774
* excludes non-core infrastructure assets
** Road Base annual investment for maintenance/rehabilitation only

In summary, an annual asset investment of $937,700 is needed to fund long-term asset
management planning needs for core infrastructure. This does not include other non-
core assets that have been excluded from this asset management plan. In addition,
annual asset investments for road base assets are based on level of service costs
identified in this asset management plan and not full replacement.

This $937,700 annual asset investment becomes the funding target over the forecast
period. However, this target increases over time as inflation increases this amount
annually. Assuming 2% annual inflation, the target annual capital asset investment
amount becomes $1,165,900 by the year 2032.

5.2 Financing Strategy

The detailed 10-year financing strategy is provided in Appendix C to this report.

As the 2022 Budget has already been developed and passed by the Township, all
recommendations provided in Section 4 have been shifted by one year. For example, all
2022 recommendations from Section 4 are shown as 2023 funding requirements in this
section. Also, like Section 4, a 2% inflation factor has been applied annually to all costs.

R.J. Burnside & Associates Limited 300053034
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The following table provides a high-level summary of the 10-year forecast by cost type
(i.e., asset replacement needs, asset rehabilitation needs, and levels of service
recommendations).

Table 5-3: Forecast Summary

Forecast 2023 z 2026 2027 2028 2029 2030

Replacement 460,020 511,877 314,330 665,696 591,787 580,732 967,544 595,138 697,934 646,066

Rehabilitation 108,120 361,019 532,726 231,640 57,412 - - 133,569 -

Levels of Service 263,262 277,059 289,117 284,078 300,797 295,556 312,01
g 2 14 10 3.0 0 ey

161,570
891,52

307,497 379,472
431 1

10 1,005,43

iTotal 8 1,186,453

Figure 5-1 shows the same forecast in graph form. As illustrated, there are minor
fluctuations in annual lifecycle needs throughout the forecast.

Figure 5-1: Forecast Summary

10 Year Forecast: Lifecycle Costs

1,400,000

1,200,000
1,000,000
800,000
600,000
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2023 2023 2024 2025 2026 2027 2028 2029 2030 2031

M Replacement  ® Rehabilitation i Levels of Service

As shown in Appendix C, the 10-year forecast has a recommended funding plan as
follows:
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As noted in Section 5.2 above, Gas Tax and OCIF funding is shown as a funding source
in each year of the forecast period, NORD grant funding is shown in 2024 and 2025,
reserves are used as the primary funding source, operating budget funding is used for a
fixed $400,000 in capital funding annually as well as for levels of service
recommendations that are considered operating in nature, and debt funding is used to
finance the remaining funding needs each year, if applicable.

Debt Funding

Debt funding is not anticipated within the forecast period for core infrastructure. This
assessment should be reviewed when other assets are added to the asset management
plan. Given that the Township’s ability to use debt funding is restricted based on the
Province’s debt capacity (annual repayment limit) calculations, an analysis of all current
and proposed debt was completed.

Figure 5-2: Summary of Current and Proposed Debt Payments

Summary of Current and Proposed Debt Payments
$500,000

$400,000
$300,000
$200,000

$100,000

go M W e
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m Existing Annual Debt Payments ® Proposed New Debt Payments
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Figure 56-3: Percent of Annual Repayment Limit Used

Percent of Annual Repayment Limit Used
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Figures 5-2 and 5-3 above show that current and projected debt requirements are well
within the annual debt capacity limits of 25% of Township revenues, reaching a
maximum level of 4% of revenues in 2023 to 2025.

Reserve Funding (Core Infrastructure Only)

With reserve funding becoming a primary source of funding within this financing strategy,
a recommended phased-in approach to increasing contributions to these reserves is
provided. Table 5-5 below outlines the actual transfer amounts for 2022 (totalling
$14,624) with a recommended plan to increase those transfers to reach $542,912 by
2032. This combined with anticipated grant funding and transfers from operations allows
the Township to reach an annual asset investment amount of $1,165,947 by 2032. This
represents 100% of the optimal annual asset investment amount in 2032.

Table 5-5: Contributions to Reserves

Awtiall |
Funding Type

Conbribution to Infrastucture Reserve T, e
Towd 3 . : S

Transferfrom Operations {Core Infrast.} 422,673 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000 400,000
GasTax Funding 70,47, 1 73,535 73535 73535 73,535 73,535 73,535 73,535 73,535 73,535 73,535
CCIF Funding 145,500 143,500 149,500 143,500 143,500 143,500 143,500 149,500 149,500 143,500 143,500
NORD Grant - 402,615 144,010 -

5668 BAL160.  Bojees - 6un2As 1007908 WnEsssr N3 AES 347

TotalAssatinvestmant. = 657474 GRIMY
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This analysis will have to be updated once other non-core assets have been included in
this asset management plan.

It is recommended that existing "roads capital construction” and “investment in
infrastructure” reserves be consolidated into a “infrastructure capital” reserve, to be used
to fund core infrastructure capital needs.

Operating Budget Funding

As discussed earlier in this section, the recommended financing strategy assumes that
$400,000 will be available annually from the operating budget to fund core infrastructure
capital needs.

From a levels of service perspective, many recommendations outlined in Section 3 are
already implemented by the Township. Section 4 of Appendix C to this report outlines
that minor adjustments are needed to the Township’s operating budget to account for
any further levels of service impacts that are not currently funded.

If debt financing was needed to fund the recommended financing strategy, this would
also have an impact on the Township's operating budget going forward. It has also been
assumed that when existing debt payments are complete, the budget space created will
be used to either fund new debt or to increase transfers to reserves. This is outlined in
Appendix C and summarized below in Table 5-6.

Table 5-6: Increase in Funding Summary

Increas [n Funiding , | (IR 1 O I o 17+ 400
Increase [Decrease) in Transfers to Reserves 22,497 45,853 « 46,770 65,476 49,633 50,626 51,638 52,671
Increase (Dacrease) in Operating - LOS 28,162 34433 5,35 4,703 6,584 4,891 5,912 6029

Table 5-6 above outlines the total annual increase in funding recommended from 2023
to 2032. These increases can be incorporated through:

a) Finding efficiencies in the annual budget.

b) Increase in external funding (i.e., grants or third party contributions).
¢) Allocations of annual surpluses to capital reserves (if available).

d) Recommending budget (taxation) increases.

As shown in Table 5-8, if taxation increases are required each year to allow for the total
recommended increases in funding (i.e., ltems a, b, and c above are not available), a
1.35% to 1.40% increase in taxation would be required.

R.J. Burnside & Associates Limited 300053034
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Funding Gap

Figure 5-4 below provides an overall summary of the recommended annual investment
levels (shown in orange and gray) as well as the funding gap (shown in yellow). The
funding recommendations outlined in this section ensure the funding gap is eliminated
(for core infrastructure only) by 2032. The funding gap is temporarily eliminated in 2024
due to the receipt and usage of the NORD grant.

Figure 5-4: Annual Asset Investment & Funding Gap

Annual Asset Investment & Funding Gap
1,600,000 -
1,400,000
1,200,000
1,000,000
800,000
600,000
400,000
200,000
) C2m3 | 2024 | 205 | 2026 | 2027 | 2028 2029 2030 | 2031 2082
| # Annual Funding Gap | 29545 | | 95322 | 19,10 | 148345 | 119,832 90746 = 61078 = 30817 |
!;lRecpmmend'_e_dIncreaseinlnvestmenﬂ 53,723 | 506,644 | 300,145 : 227,981 299,159 ! 355,376 | 410,896 468,446 » 527,1#6_? 585,922
| 2022 Annual Investment | 892,574 | 892574 | 892,574 | 802,574 | 892,574 | 892,574 = B92574 . 892,574 | 892,574 | 892,574 |
#2022 Annual Investment ¥ Recommended Increase In Investment = Annual Funding Gap !
Figure 5-4 is also provided in Appendix C to this report, along with detailed figures to
support the graph.
5.3 Summary of Financing Strategy Recommendations
The following represents a list of financing strategy recommendations:
i.  Consolidate existing “roads capital construction” and “investment in
infrastructure” reserves into a “infrastructure capital” reserve, to be used to fund
core infrastructure capital needs.
i. Use capital reserves as the primary source of asset investment annually. Funds
should flow from the operating budget to these reserves, which are then used to
fund capital projects.
ii.  Ensure a minimum of $400,000 is available from the annual operating budget to
fund core-infrastructure capital needs.
R.J. Burnside & Associates Limited ‘ 300053034
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iv.  Increase asset management funding annually as outlined in Table 5-6.
v.  Transfer any annual Township surpluses to capital reserves annually.
vi. Dedicate any budget savings from the elimination of debt payments to funding
asset management needs (i.e., either new debt or transfers to reserves).
vii.  Update this financing strategy to account for other non-core infrastructure assets.
R.J. Burnside & Associates Limited 300053034
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6.0 Recommendations

The following recommendations have been provided for the Township of McKellar's
consideration:

¢ that this Asset Management Plan be received and approved by the Township of
McKellar Council; and,

o that consideration of this Asset Management Plan be given as part of the annual
budgeting process to ensure sufficient capital funds are available to fund capital
requirements over the 10-year period.

The current level of funding for asset replacement and renewal at the Township will not
sufficiently fund required capital needs or close the infrastructure funding gap. As such,
it is recommended that the following be considered:

e That the "levels of service" strategies discussed in this report be approved,

e The Township consolidate existing “roads capital construction” and “investment in
infrastructure” reserves into a “infrastructure capital” reserve, to be used to fund core
infrastructure capital needs;

e The Township use capital reserves as the primary source of asset investment
annually. Funds should flow from the operating budget to these reserves, which are
then used to fund capital projects;

o The Township Ensure a minimum of $400,000 is available from the annual operating
budget to fund core-infrastructure capital needs;

e The Township increase asset management funding as outlined in Table 5-6;
¢ The Township transfer annual surpluses to capital reserves;

¢ The Township dedicate any budget savings from the elimination of debt payments to
funding asset management needs (i.e., Either new debt or transfers to reserves);

o The Township update the financing strategy to account for other non-core as well as
any road base replacement needs in the future;

o That this Asset Management Plan be updated as per the Municipality’s Asset
Management Strategy Policy; and,

e The Township consider the capital priorities identified within this report when
applying for future grants or deciding on how to utilize Gas Tax, OCIF funding, and/or
other funding that becomes available.

R.J. Burnside & Associates Limited 300053034
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Substantial investment in asset capital needs will be required over the 10 year forecast
period and beyond. Through the recommendations provided above, proactive steps will
be made to increase capital investment, as well as reduce the annual infrastructure
funding gap for the Township's core assets. Enhanced maintenance plans will assist in
maintaining adequate asset conditions, mitigate asset risk as well as potentially defer
capital needs within the forecast period. In addition, the Township of McKellar is
recommended to pursue all available capital grants wherever possible to further reduce
the infrastructure funding gap.

Through the creation of this plan, the Township has been provided with Excel
spreadsheets in which amendments and revisions can be made as needed by the
Township. It is anticipated that this plan adopted by the Township of McKellar Council
will be monitored and updated frequently as part of the budget process, with refinements
and specific recommendations being provided with respect to the priority of each
individual project.

R.J. Burnside & Associates Limited ' 300053034
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APPENDIX A: Asset Management Plan Assumptions

The following assumptions were made and applied during the creation of the Township of
McKellar's asset management plan.

1. State of Local Infrastructure

a) All replacement costs were estimates based on current 2020/21 pricing.

b) Historic Costs of assets that were added to the Township’s asset inventory and did not
have a historic cost identified made use of deflation tables from estimated current 2021
costs back to the installation date of the asset. Indexes were using Non-Residential
Building Construction Price Index (NRBCPI).

¢) Amortization of assets was using the Township's PSAB 1350 data tables where possible
but assets that were added to the Township’s asset inventory a straight line amortization
was used.

d) Useful life of an asset was provided by the Township, or reports provided to the
Township by engineering consultants. Staff provided some adjustments to useful lives.

e) Condition was extracted from Township reports, from staff's understanding of the asset's
relative condition, and finally via estimation from the asset’s age. Bridge condition values
were estimated from the Township’s bridge inspection report.

f) Condition values were used to provide estimated remaining life to the assets.

2. Asset Management Strategy

a) Capital inflation rate was assumed to be 2.0% annually.

b) Operating budget inflation rate was assumed to be 2.0% annually.

¢) Regarding operating expenses included in the Township’s current budget, it is assumed
that they will increase at an operating inflation rate annually.

3. Financing Strategy

a) Gas Tax and OCIF Formula Based Funding revenue have been identified as a funding
source for the purposes of this analysis (i.e., for asset replacement purposes), and has
been assumed to conhtinue throughout the forecast period.

b) Interest rate earned on a Capital Replacement Reserve Funds will be 1.0% annually.

Appendix A Assumptions.Docx
4120/2022 11:57 AM
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APPENDIX B: Draft Data Verification and Condition Assessment Policy

Data Verification

1.

The main source of asset data updating, and editing will be through the Township of
McKellar's asset inventory that aligns with PSAB 3150 compliance procedures and/or
annual reporting process.

Asset additions, disposals, betterments, and write-offs will be recorded based on the
Municipality's PSAB 3150 Compliance Policies and/or general updates to the Asset
Management Spreadsheets.

Verification of the correct treatment of asset revisions will be completed through frequent
annual reviews by the Township’s staff, as well as an annual review by the Township's
auditor.

During years which condition assessments are not being performed, asset replacement cost
will be determined based on a combination of inflating previous values or through the use of
the current year’s historical invoice data. Where indices are being used, the Non-
Residential Building Construction Price Index (NRBCP) shall be used for construction
related assets (i.e., infrastructure) and Consumer Price Index (CPI) shall be used for all
other assets (i.e., furniture, interior finishes, appliances, etc.).

Condition Assessment

%
2.

Condition assessments shall be performed as outlined in Table B-1 below.

Condition assessments shall be performed by qualified individuals (or companies) and shall
include a review of the following:

a. Current asset condition (consistent with the rating format used within this report, unless
the Township stipulates a new format, or regulatory body required format);
b Identify any unusual wear from asset use that may hinder asset performance and
eventually reduce useful life,
ii. Assess asset performance and identify (if any) capital improvements that can be
applied to extend the asset's useful life and/or bring the asset back to appropriate
service levels.

b. Current asset replacement cost. This is to be based on replacing the asset under
current legislation/requirements using the Township’s specification; and

¢. Remaining service life, assuming current identified maintenance and usage levels.



Table B-1:  Condition Assessment Timetable
Frequency of
Asset Type Condition Comments
Assessment

Bridges Every two years ):;sr rE:: Provincial Regulation using OSIM Inspection
Equipment As identified by Staff, so Equipment is safe and in
(Office, Other) good working order

Complete detailed assessment every ten years but
Facilities Every ten - fifteen years | annual staff and specialized inspection/cleaning of

some components (e.g., HVAC, Fans, Pumps, etc.)
Land
Improvements
(Playing Surfaces,
Parking Lots, Annually Staff assessment annually
Parks,
Landscaping)

i Complete Roads Needs study every five years but

Roads Every five - ton ysars internal staff review annually

As per Regulation 239 Minimum Maintenance
Roatising Staﬁdardsg
sidewsliia gtsaﬁ?t; l;;e;gulatlon 239 Minimum Maintenance
Software & As identified by Staff, so software and hardware
Hardware operating well
Storm Water Mains | Every fifteen years CCTV scans and review of Storm Water system
Storm Water
(Catch Basins, ;
Manholes, Annually To be assessed while doing a clean out
Stormceptors)
Velilales gfo;;?;rl';‘ﬂanufacturer s Warranty and Maintenance
Generators Every season Minimum four times per year

Appendix B Drafl Data and Condilion Policy.docx
20/04/2022 11:59 AM
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