CITY OF MOOSE JAW
TO:

MEMBERS OF THE BUDGET COMMITTEE
Mayor Tolmie, Chairperson
Councillor Froese
Councillor McMann
Councillor Mitchell

Councillor Swanson
Councillor Warren
Councillor Luhning

Please be advised that His Worship, Mayor Tolmie, has called a Budget Committee meeting on
Monday, March 20, 2017 from 4:00 p.m. to 6:15 p.m. in Scoop Lewry Room, 2nd Floor, City
Hall, in order to deal with the following:
AGENDA
1.

Report dated March 15, 2017 from the Financial Services Department, re: Utility
Franchise Fees.

2.

Report dated March 15, 2017 from the Financial Services Department, re: Capital Budget
Update.

3.

Report dated March 15, 2017 from the Engineering Department, re: Transit and Parking
Rate Review.

4.

Report dated March 16, 2017 from the Engineering Department, re: Solid Waste Utility
Report.

Referred Matters:
5.

Report (Communication #7) dated January 11, 2017 from the City Manager, re: Operating
and Capital Budget Estimates. (Please bring the budget binders distributed with this
communication.)

Tabled Matters:
6.

Report dated January 19, 2017 from the Financial Services Department, re: Operating
and Capital Budget Approval Process. (Please bring report.)

7.

Tabled motion:
“THAT the practice of collecting franchise fees for the water and sewer
utilities be discontinued.
be tabled to be considered in conjunction with the water main replacement
funding and water utility rates.”
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8.

Report dated February 6, 2017 from the Parks and Recreation Department, re: Natatorium
and Phyllis Dewar Outdoor Pool.
“THAT the matter of the Natatorium and Phyllis Dewar Outdoor Pool be
tabled for consideration of follow-up action.”

9.

Transit and Parking.

10.

Solid Waste Business Plan.
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CITY OF MOOSE JAW
March 15, 2017

TO:

Budget Committee

FROM:

Financial Services Department

SUBJECT:

Utility Franchise Fees

PURPOSE:
The purpose of this report is to provide Budget Committee with additional information on
franchise fees in order to deal with the tabled motion on the discontinuation of franchise fees.
BACKGROUND:
The City of Moose Jaw provides water, sanitary sewer and solid waste services to the citizens
and businesses of the community via three separate utilities. The Utility structure utilized in all
three cases is based upon the concept that the utilities will be self-funding. What that means is
that the utility will pay for all costs associated with its operation and recover those costs from the
customers that it services.
The concept of charging a utility a franchise fee for the right to operate within a municipality and
to allow the utility access to municipally owned land and infrastructure for its operations is a
standard practice amongst municipalities. In addition, many municipalities also use franchise
fees to recover costs of services that are indirectly provided to the utilities that they own such as
governance and administrative costs.
The City of Moose Jaw receives franchise fees from the Saskatchewan Power Corporation
(10%), Sask Energy (5%), TransGas (5%), the City’s Waterworks Utility (5%) and the City’s
Sanitary Sewer Utility (5%). These franchise fees have been received from these utilities for
decades.
In 2010, City Council passed a motion to freeze the franchise fees charged to its Water and
Sanitary Sewer Utilities.
Additional background information on franchise fees is provided as an attachment to this report.
The City of Edmonton has produced a number of white papers on municipal finance issues that
are considered best practices in Canada. One of those is a Municipal Franchise Fees White Paper
in September of 2014. A copy of that White Paper is attached to this report and provides
information on the City of Edmonton’s practice in respect to franchise fees. Although specific to
the City of Edmonton it does provide very good general information and concepts around
franchise fees and their purpose.
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DISCUSSION:
The Water and Sewer Utilities both had their franchise fees frozen in 2010 by a motion of City
Council. This effectively froze the annual franchise fees at $236,441 for the Waterworks Utility
and $185,735 for the Sanitary Sewer Utility for a total of $422,176. This revenue flows to the
City’s Operating Fund and helps to fund the various programs and services that the City offers
and compensates the City for costs it incurs related to these utilities.
The elimination of the franchise fees as proposed in the tabled motion would result in a shortfall
of $422,176 in revenue to the Operating Fund and the need to increase taxes 1.69% to replace the
lost revenue or the need to reduce expenditures by $422,176. This reduction in expenditures
would result in the need for Council to identify the programs and services it would like to see
discontinued.
If those franchise fees had not been frozen, in 2017 they would generate $419,142 from the
Waterworks Utility and $341,758 from the Sanitary Sewer Utility. This would be an increase in
funding to the City’s Operating Fund of $338,724 from the current frozen level of contributions
which is the equivalent of 1.35 percentage points of taxation.
Franchise fees are intended to serve a number of purposes:


First and foremost franchise fees are intended to compensate a municipality for direct
costs related to the utility. These range from administrative and governance services to
restrictions on planning and development due to utility right of ways as well as the risks
associated with having utility assets in the community. Utilities do not pay property taxes
so if not for franchise fees, there would be no compensation to the municipality for the
services and rights they receive. It is important to note as well that utilities that occupy
space on private lands will pay rent for the right to do so. This again forms part of the
rationale of why franchise fees exist.



The second rationale for having a franchise fee is to compensate the municipality for
granting an exclusive right to operate in the community. This right has a tangible value
and forms the basis for that utilities’ operations in the community. As such, it is
appropriate for a municipality to receive a royalty for this right. Good examples of this
exist in communities where a private entity has taken over management of a previously
municipally run utility in the community. In most if not all cases, some form of franchise
fee/royalty is involved as compensation to the municipality. There is a tangible value to
the right to operate in our community.

At the end of the day, the argument for franchise fees for utilities whether privately or
municipally owned centers around the concept of a self-funded entity. The concept of a utility is
that it is a self-funded entity and that it provides for its operating and capital needs by charging
its customers the appropriate fees necessary to cover its costs. Part of those costs are costs that
the municipality, in this case Moose Jaw, bears and without a franchise fee would receive no
compensation for these costs and no recognition of the value of granting access to the
community for that utility.
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As noted in page 12 of the City of Edmonton report on franchise fees:
“Charging utility providers appropriately for the benefits they receive from the
municipality allows for the value of those benefits to be included in the price of the
utilities – no different than including the cost of acquiring or renting private land in the
price of the utilities. It allows for the revenue generated by the franchise fees to be on a
basis that relates to the benefits the customers receive. This alignment would be missing
if the revenue currently generated through franchise fees were simply replaced with
property taxes.”
At the end of the day, it really comes down to Council’s view on how a municipality should
function. The focus can be solely on the most critical area of need at this time which would be
utility infrastructure renewal, or it can be more broad based and reflective of all City operations.
In this regard, things like franchise fees make sense as they help to properly distribute the costs
and revenues in a municipality. As mentioned in the City of Edmonton report “alignment” of
revenues and expenses occur and those utilizing services of the community pay for those services
and are not cross subsidized from other areas when franchise fees are utilized.
If Council is supportive of the concept of franchise fees for its Water and Sanitary Sewer
Utilities, then one must ask the question of why the Solid Waste Utility does not pay a franchise
fee to the City as well. The argument for a franchise fee is again based upon cost-recovery in that
the Solid Waste Utility utilizes the City’s streets and back lanes with large vehicles that create
significant wear. There are real costs associated with lane maintenance, snow removal, street
maintenance, etc. In addition, the utility enjoys the governance services of the City along with
human resource, information technology and financial services of which it does not provide
compensation to the City.
Lastly, if the Solid Waste Utility were privatized, the City would certainly expect a franchise fee
or royalty of some sort from the entity running it as compensation to the City for the right to
operate within City limits.
The point being made is that a case for a franchise fee for the Solid Waste Utility, especially in
light of other changes Council is considering for the utility, is very strong.
At the end of the day, City Council needs to determine if it wants to continue to subsidize the
Water, Sanitary Sewer and Solid Waste Utilities from the property tax base or if it truly wants to
have self-funded utilities that pay for the costs they incur and ultimately recover those costs from
the customers that utilize that service.
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SUMMARY:
Ultimately, the decisions around franchise fees are those of City Council. City Council can
support the tabled motion and eliminate franchise fees or should City Council be inclined to
support the concept of franchise fees and the integral role they play in municipal funding and
defeat the motion on franchise fees and introduce the following motions:
THAT the freeze on water and sewer franchise fees be discontinued and that the Water and
Sanitary Sewer Utilities pay a 5% franchise fee based upon their previous year’s general service
revenues; and further
THAT starting in 2017, a 5% franchise fee be instituted for the Solid Waste Utility based upon
5% of the total previous year’s revenues.
FINANCIAL IMPLICATIONS:
1. If Council supports the tabled motion to eliminate franchise fees, the City’s Operating
Budget will see a reduction in revenues of $422,176 and need to either reduce expenditures a
similar amount or increase taxes 1.69%. The Utilities on the other hand will have $422,176
less in expenditures that can be put to their capital needs.
2. If the City were to remove the freeze on Water and Sanitary Sewer Franchise Fees, this
would generate $338,724 more in revenue for the Operating Budget which would result in a
reduction in the mill rate of 1.35%. The Utilities on the other hand would have an additional
expense totaling $338,724 which at some point in the future should be passed on to its
customers to reflect the full cost of the service they enjoy. This transfer of costs to the
customer would be an approximate one-time 2% rate increase and administration would
suggest it be considered for future year’s utility rate increases.
3. If the City were to extend the concept of franchise fees to the Solid Waste Utility as outlined
above it, would result in an increase in Operating Budget revenues of approximately
$170,000 and allow for a reduction in the mill rate of 0.68%. The Utility would see an
increase in costs of $170,000 which would need to be borne by future rate increases to its
customers. As Council is aware, the Utility currently has a proposal before Council that
would provide for this additional funding requirement.
ATTACHMENTS:
1. City of Edmonton – Municipal Franchise Fees White Paper.
RECOMMENDATION:
THAT the information contained in this communication be considered in conjunction with the
tabled motion on franchise fees.
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Respectfully submitted,
Brian Acker
Brian Acker, B. Comm., CPA, CMA
Director of Financial Services
BA/sp
Attach.
CITY MANAGER’S COMMENTS:

Myron Gulka-Tiechko
A/City Manager
MAYOR’S COMMENTS:

Coun. Don Mitchell
D/Mayor
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THE WAY WE FINANCE

MUNICIPAL FRANCHISE FEES
WHITE PAPER
INTRODUCTION
Municipalities as a local government provide a wide range of front line services to the public.
Municipalities also facilitate the provision of services to the public by allowing access to municipally
owned lands for utility infrastructure and by ensuring the delivery of utility services through
exclusive franchise agreements with utility providers. Every day, citizens interact with their local
municipality: they may get up in the morning in a house heated by natural gas and turn on the tap or
the lights; when they leave the house they walk on municipal sidewalks or drive on municipal roads;
they may stop at a municipal park or take a fitness class at a municipal recreation centre; their
garbage and recycling is picked up by municipal workers.
It is the municipality’s role to provide and fund the services expected by its citizens. A very
important consideration in funding services is who pays what and why. Property taxes are the most
significant revenue source for municipalities. The amount of property tax levied is determined
first by calculating the cost for all of the programs and services the municipality provides and then
subtracting the total amount of all non-property tax revenues. The amount left is what is to be
funded through property tax. In general, the share of the total property tax that each property tax
payer is responsible for is based on the market value or regulated assessment of their property. In
that way, it is a general tax based on wealth as measured by the value of property and is a good way to
pay for programs and services that benefit the broad public or that are difficult to apportion directly
to specific users, such as roads and parks.
When municipalities provide programs or services where those programs or services can be directly
related to specific users, it is appropriate to charge users directly. Municipalities provide utility
providers with access to city land on which to locate utility infrastructure such as pipelines for
natural gas or wires for electricity distribution. When utility providers run infrastructure on privately
owned land, they have to pay rent. It is the same for publicly owned infrastructure.
Utility providers are also granted exclusive right to provide a utility service within a municipality. In
other words, they are given an exclusive franchise to provide a particular utility service. Franchise
agreements are common in the public utility sector, particularly with respect to the delivery of
electricity, gas and water services.
Charges for public land and conditions for use of public land are documented in franchise agreements
and the charges are referred to as franchise fees. The fees compensate the City for direct costs,
restrictions on planning and development due to utility rights of way, as well as inherent risks related to
utility access. In some municipalities, franchise fees are charged in lieu of municipal property taxes.
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Utility providers then charge these costs to their customers – the people, businesses, agencies and
others who use electricity, gas, or water. The franchise fees are included in the costs apportioned
to all utility customers. This is different than property taxes, where not all of the beneficiaries
of municipal services pay property taxes. In the City of Edmonton, there are currently over 3,000
non-City owned properties, such as schools, hospitals, churches and other specific not-for-profits,
with property valued at approximately $10 billion exempted from paying property taxes. In the
absence of franchise agreements and the fees charged to utility providers by the City for the use
of its property, the revenue forgone would need to be made up by increasing property taxes. This
would mean that not all utility customers that benefit from utility providers ability to access public
lands would pay a cost associated with that benefit. It also would mean that the basis for paying
would be totally different. For example, the value associated with the use of public lands through the
franchise fees agreement for electricity is ultimately charged to each customer based on the amount
of electricity consumed. If that revenue requirement was charged to the tax base instead, it would
be based on the assessed value of property with different tax rates for residential, other residential
and non-residential property. So not everyone that currently pays under a franchise agreement would
continue to pay if the revenue came from taxation and the basis on which the revenue is generated
would be significantly different.
Franchise fees and the basis for calculating them differ for municipalities across Alberta. The Municipal
Government Act, which is the legislation that enables municipalities to charge franchise fees, allows
a municipality to charge what it believes is fair for the local situation. In the City of Edmonton, this is
accomplished in a very transparent manner. The amount of revenue to be generated through franchise
fees is part of the budget that City Council deliberates in public every year. The franchise fees,
sometimes referred to as local access fees, are also shown separately on utility bills.
The annual revenues generated represent about 5.3% of the City’s 2013 annual consolidated
operating revenues or approximately $127 million. This percentage has remained relatively constant
over the last five years, ranging between 5.3 and 5.7%.
OPERATIONS - SOURCE OF REVENUE
(millions of $)

Revenue

$

%

1,115.9

46.0

B	User fees and sale of
goods and services

632.4

26.1

C	Subsidiary operations
- EPCOR

175.5

7.3

D Franchise fees
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5.3

E	Government transfers
- operating

119.4

4.9

■

F Investment earnings

104.3

4.3

■

G Fines and penalties
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3.2

■
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68.7

2.8

2.4

0.1

2,424.4
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Figure 1

I	Developer and customer
contributions - operating
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CITY OF EDMONTON FRANCHISE FEES
NATURAL GAS FRANCHISE FEE – ATCO GAS AND PIPELINES LTD.
The City first entered into a franchise agreement on November 16, 1915 with The Northern Alberta
Natural Gas Development Company, Limited, based on a decisive vote of citizens at the time, for the
delivery of natural gas to the citizens of Edmonton. The franchise agreement has been updated many
times over the years, with the respective natural gas providers. The essence of the current franchise
agreement with ATCO Gas and Pipelines Ltd. is the granting of exclusive rights to ATCO Gas and
Pipelines Ltd. within the City of Edmonton to construct, operate, and maintain the gas distribution
system together with the right to use and occupy portions of City Lands which have been designated
for such use. Under the current agreement, the franchise fees are not reduced by property taxes,
which are levied separately.
The franchise agreement was amended in July of 2010 and is valid for a period of 20 years, which is
the maximum allowed for under the Municipal Government Act. The amended agreement required
approval by the Alberta Utilities Commission, pursuant to section 45 of the Municipal Government
Act, which was granted on June 8, 2010. Edmonton City Council approved the amended franchise
agreement, through Bylaw 15372, on July 21, 2010.
The methodology agreed to for the calculation of the franchise fee is based upon a percentage of
the delivery revenue generated by providing natural gas services. This calculation excludes the cost
of the commodity, thus providing for less volatility related to the franchise fee revenue and more
certainty for the customer. The franchise fee rate as approved by City Council is currently 32.9%.
The agreement allows for a franchise fee of up to 35.0%, with any rate increase beyond that level
requiring the approval of the Alberta Utilities Commission. The maximum 35.0% rate is consistent
with a template developed collaboratively by the gas utility companies and the Alberta Urban
Municipalities Association in 2003. It is intended to provide flexibility for communities to adjust
franchise fees within a range, without undertaking a full Alberta Utilities Commission franchise
application and administrative process. The template was developed following guidelines set out in a
decision of the Alberta Energy Utilities Board (the predecessor to the Alberta Utilities Commission),
including the threshold rate of 35.0%.
In looking at the last ten years, the rate was 32% for the period from 2004 to 2009, dropped
to 28.5% in 2010 with the change to the latest agreement which provides for municipal taxes
independent of the franchise fee, and the current percentage of 32.9% has been in place since 2011.
The City projects receiving $56.5 million in revenues related to the natural gas franchise fee for 2014.
The table below provides a 10 year history and a 3 year projection of the revenues from the natural
gas franchise fee.
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10 YEAR HISTORY AND A 3 YEAR PROJECTION FOR NATURAL GAS FRANCHISE FEES
(millions of $)
70
60

■

ACTUAL FF

57.0

■	
FORECASTED FF

51.8
47.8

50

56.5

59.0

60.3

50.5

42.9

40
30

34.5

23.9

27.4

29.0

29.9

20
10
0
2004 2005 2006 2007 2008 2009 2010 2011 2012 2013 2014 2015 2016
Figure 2

ELECTRIC POWER DISTRIBUTION FRANCHISE FEE – EPCOR DISTRIBUTION INC.
With the incorporation of the municipal power operations effective January 1, 1996, the City of
Edmonton and EPCOR Distribution Inc. (now EPCOR Distribution & Transmission Inc.) entered into a
franchise agreement related to the distribution of electricity. Prior to that time, the utility was owned
and operated by the City and was charged an annual franchise fee calculated at 9.0% of qualifying
revenues.
Amended on January 1, 2004, with a term of 20 years, the current franchise agreement grants
EPCOR Distribution & Transmission Inc. the exclusive right and license to use the City of Edmonton’s
rights of way to construct, install, maintain, operate, repair, replace, extend and remove electric
power distribution assets necessary to provide electric power utility services and the exclusive
right to distribute electric power within the City of Edmonton. In exchange for these rights, EPCOR
Distribution & Transmission Inc. pays a franchise fee to the City. Electric power distribution franchise
fees are not considered to be in lieu of property taxes, which are levied separately.
The basis for calculation set out in the City’s franchise agreement is unique in the province and is
intended to provide sustainable, predictable revenue with minimal risk of volatility to the City. The
calculation applies inflation and growth factors to the prior year franchise fee revenue (prior year
revenue times inflation factor times growth factor equals budgeted power franchise fee). Inflation
is defined by the year over year change in the August Statistics Canada Consumer Price Index for
Edmonton. The growth factor provided for in the agreement is 1.5%. However, the City of Edmonton
maintains the option of setting a different electric power distribution franchise fee revenue
requirement with notification to EPCOR Distribution & Transmission Inc. by October 1st for the
subsequent year. For instance, this was done in 2009 to adjust for the difference in the estimated
inflation and growth factors built into the agreement in comparison to the actual experience. Just for
context, population statistics available for the period of 2005 to 2012 show population growth for
Edmonton totaling 14.7% or average annual growth of 2.1%.
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The revenue amount is converted into a rate per kilowatt hour based upon an estimate of total
kilowatt hours for the year. Any differences between the actual franchise fee amounts estimated and
what is collected is made up through an adjustment to the subsequent year’s rate.
The City projects receiving $54.9 million in revenues related to the electric power distribution
franchise fee for 2014. The table below provides a 10 year history and a 3 year projection of the
electric power distribution franchise fee.
10 YEAR HISTORY AND A 3 YEAR PROJECTION FOR ELECTRIC POWER DISTRIBUTION FRANCHISE FEES
(millions of $)
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■
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26.4
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32.0
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Figure 3

WATER FRANCHISE FEE – EPCOR WATER SERVICES INC.
The City and EPCOR Water Services Inc. have had a franchise agreement related to the provision
of water services within the City of Edmonton since January 1, 1999. Prior to that time, the utility
was owned and operated by the City and was charged an annual franchise fee calculated at 8.0% of
qualifying revenues. The agreement in 1999 included a franchise fee of 7.6% of eligible revenues
based upon achieving a revenue target at the time. Effective April 1, 2010, the rate was amended to
8.0%, consistent with rates utilized for the drainage and wastewater utilities.
The nature of the franchise agreement with EPCOR Water Services Inc. relates to the granting of
exclusive rights within the municipality to construct, install, maintain, operate, repair, replace, extend
and remove water related assets for the purpose of providing water services within the City along
with the exclusive right to use and occupy portions of City lands which have been designated for such
use. The agreement also provides EPCOR Water Services Inc. with the exclusive rights to distribute
water to customers in the City of Edmonton. In exchange for these rights, EPCOR Water Services Inc.
pays the City a franchise fee.
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The water franchise fee is calculated at 8.0% of all gross revenues related to EPCOR Water Services
Inc. water business within the City of Edmonton. The actual franchise fee payable to the City is
reduced by the municipal portion of property taxes payable by EPCOR Water Services Inc. for
water related assets. In 2013, the municipal taxes offset against the franchise fee amounted to
approximately $150,000 as most water assets are not subject to property taxes.
The City projects receiving $12.9 million in revenues related to the water services distribution
franchise fee for 2014, net of municipal taxes. The table below provides a 10 year history and a 3 year
projection of the net water franchise fee.
10 YEAR HISTORY AND A 3 YEAR PROJECTION FOR WATER FRANCHISE FEES
(millions of $)
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Figure 4

WASTEWATER FRANCHISE FEE – EPCOR WATER SERVICES INC.
On March 31, 2009, the City of Edmonton transferred the Gold Bar Wastewater Treatment Plant
assets and operations to EPCOR Water Services Inc. Prior to that time, the Gold Bar Wastewater
Treatment Plant and its operation were part of the Drainage Services utility owned and operated by
the City, and were charged an annual franchise fee calculated at 8.0% of qualifying revenues. The City
of Edmonton continues to own and operate the wastewater collection and transmission system as the
City of Edmonton Drainage Services Utility.
In a manner consistent with water services, the City and EPCOR Water Services Inc. entered into a
franchise agreement to grant exclusive rights to provide wastewater treatment services within the
City. The wastewater franchise fee is calculated at 8.0% of all gross revenues related to EPCOR Water
Services Inc. wastewater business within the City of Edmonton. The actual franchise fee payable to the
City is reduced by the municipal portion of property taxes payable by EPCOR Water Services Inc. for
wastewater related assets. In 2013 the municipal taxes offset against the franchise fee amounted to
approximately $359,000 as most wastewater assets are not subject to property taxes.
The City projects receiving $5.2 million in revenues related to the wastewater treatment franchise
fee for 2014, net of municipal taxes. The table below provides a five year history and a 3 year
projection of the net wastewater franchise fee.
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5 YEAR HISTORY AND A 3 YEAR PROJECTION FOR WASTEWATER FRANCHISE FEES
(millions of $)
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Figure 5

DRAINAGE LOCAL ACCESS FEE – CITY OF EDMONTON DRAINAGE SERVICES UTILITY
City Policy C304C – Drainage Services Utility Fiscal Policy – Sanitary & Land (Stormwater) Utilities,
subjects both utilities to a local access fee for the use of public rights of way and in lieu of property
taxes with the fee to be determined by City Council. Currently, a franchise fee is only charged to
the Sanitary Drainage Utility at 8.0% of qualifying revenue. The Drainage assets are not subject to
municipal property taxes.
The City projects receiving $8.4 million in revenues related to the local access fee for the Sanitary
Drainage Utility for 2014. The following table provides a 10 year history and a 3 year projection of the
local access fee. The history of revenues shown reflects a decrease in local access fee revenues from
2008 to 2009 as a result of the transfer of Gold Bar Wastewater Treatment assets to EPCOR Water
Services Inc., effective March 31, 2009.
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10 YEAR HISTORY AND A 3 YEAR PROJECTION FOR DRAINAGE SERVICES LOCAL ACCESS FEES
(millions of $)
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Figure 6

CITY OF EDMONTON WASTE MANAGEMENT UTILITY
The City of Edmonton’s waste management utility is governed in part by City Policy C558 – Waste
Management Utility Fiscal Policy. Policy C558 exempts the waste management utility from a local
access fee. The Utility does not have exclusive rights to the waste collection and disposal services
in the City of Edmonton as there are many private sector waste collection companies operating in
the City. It also does not have exclusive use of City rights of way for purposes of access, namely, the
roadway network for its collection vehicles.

METHODOLOGY CONSIDERATIONS
As stated in the introduction to this paper, franchise fees and the basis for calculating them differ for
municipalities across Alberta. The Municipal Government Act, which is the legislation that enables
municipalities to charge franchise fees, allows a municipality to charge what it believes is fair for the
local situation.
For the electric power distribution franchise fees, the City of Edmonton utilizes a methodology
whereby customers pay a fee equal to the franchise fee rate per kilowatt hour times their
consumption in kilowatt hours. The rate is calculated based on attaining the same revenue as the prior
year incremented for inflation and growth. Under this methodology, all customers pay a uniform rate
with high energy consumers paying a larger proportion of the total franchise fees than small energy
consumers. To the extent that users can influence volumes, this consumption basis of calculation
supports energy efficiency and conservation efforts. The City of Edmonton is the only municipality
in Alberta to use this methodology. Many municipalities utilize a combination of distribution and
transmission charges to the customer or just the distribution charges, as the basis for assessing the
franchise fee. The City of Calgary, for example, utilizes a “total bill” methodology that includes all
costs related to electricity including the underlying price of the commodity.
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For natural gas franchise fees a variety of methodologies are utilized to calculate the fee. The City
of Edmonton calculates the franchise fee as a percentage of delivery revenue to provide natural
gas services excluding the cost of the commodity. This approach is different than the methodology
used for the calculation of electric power distribution franchise fees. The City believes that given
the natural gas market, this methodology of calculating franchise fees provides for less volatility
for both the ultimate natural gas customer and the City. Some municipalities, like the City of Calgary
for example, also include the underlying price of the commodity in the gas franchise fee calculation.
Given the fluctuations in the pricing of natural gas, this can cause greater volatility in the fees.
The City of Edmonton budgets franchise fees for each utility individually and City Council considers
the total revenue from franchise fees when approving the annual budget. This approach allows
Edmonton City Council to determine what it considers to be a fair amount to be charged to utility
providers for the franchise rights provided, including the use of public land.

LEGISLATED AUTHORITY
The authority to enter into franchise agreements is provided to municipalities through the Municipal
Government Act of Alberta. Specifically, section 45 of the MGA gives the City the authority to
grant rights to third parties to provide utility service within the municipality. Also, section 61 of the
Municipal Government Act gives the City the authority to grant rights to third parties with respect to
the City’s property and to charge fees for the use by third parties of its property. Finally, under section
360 of the Municipal Government Act, municipalities have the authority to enter into a tax agreement
with an operator of a public utility. The tax agreement may provide for an annual payment amount
by the utility to the municipality, calculated as provided in the agreement, in place of property taxes
otherwise payable under the Municipal Government Act and other fees and charges otherwise owing
to the municipality, such as the franchise fee. The City has not entered into such tax agreements.
The City has the discretion to determine the methodology for the setting of the franchise fee and
the franchise fee amount in its franchise agreements. However, pursuant to section 45(3) of the
Municipal Government Act, unless the franchise agreement is between the City and a subsidiary
of the City (such as EPCOR), before the franchise agreement is made, amended or renewed, the
agreement, amendment or renewal must be advertised and be approved by the Alberta Utilities
Commission. There is not one common methodology for the setting of the franchise fee nor is there
a common rate applied. The City currently has franchise fee agreements related to natural gas,
electricity, water, wastewater, and drainage services that articulate the methodology for calculating
the franchise fee.
The Municipal Government Act provides the City of Edmonton with the enabling legislation to enter
into agreements to grant a right to provide a utility service. Specifically, the following sections of
the Act state:
• S.45
	
(1) A council may, by agreement, grant a right, exclusive or otherwise, to a person to provide
a utility service in all or part of the municipality, for not more than 20 years.
• S.45
	
(2) The agreement may grant a right, exclusive or otherwise, to use the municipality’s
property, including property under the direction, control and management of the municipality, for
the construction, operation and management of a public utility in the municipality for not more
than 20 years.
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• S.
	 45 (3) Before the agreement is made, amended or renewed, the agreement, amendment or
renewal must
a) be advertised, and
b) be approved by the Alberta Utilities Commission.
• S.45
	
(5) Subsection (3) does not apply to an agreement to provide a utility service between a
council and a subsidiary or the municipality within the meaning of section 1(3) of the Electric
Utilities Act.
• S.61
	
(1) A municipality may grant rights, exclusive or otherwise, with respect to its property,
including property under the direction, control and management of the municipality.
• S.61
	
(2) A municipality may charge fees, tolls and charges for the use of its property, including
property under the direction, control and management of the municipality.
The Municipal Government Act also provides for a municipality to enter into a tax agreement with an
operator of a public utility. Specifically the Act states:
• S.360
	
(1) A council may make a tax agreement with an operator of a public utility or of linear
property who occupies the municipality’s property, including property under the direction,
control and management of the municipality.
The remainder of section 360 articulates the basis for which the fee related to the tax agreement
is calculated.
For purposes of the franchise fees with ATCO Gas and Pipelines Ltd., EPCOR Distribution &
Transmission Inc., and EPCOR Water Services Inc., the City has chosen to enter into franchise
agreements based upon sections 45 and 61 of the MGA. The local access fee that is collected with
respect to the drainage services utility is prescribed by the City’s own Utility Fiscal Policy and
determined by resolution of City Council.

ALBERTA LEGISLATURE PRIVATE MEMBERS BILL 203
Notwithstanding the enabling legislation established by the Provincial Government, in recent
years members of the legislative assembly have taken some interest in the franchise activities
of municipalities in the province. This interest was elevated in 2010 when a private member’s Bill
203 was introduced, with a purpose to establish a standardized formula or calculation method for
determining municipal access and franchise fees based on the quantity of energy consumed. The
stated impetus was to increase transparency and reduce volatility in the franchise fees citizens are
charged. It is important to note that Bill 203 was targeted specifically to Section 360 of the MGA and
the related calculation methodologies described within the Act.
Bill 203 was not anticipated to impact the City of Edmonton’s franchise agreements as it essentially
focused on those franchise fees relating to tax agreements. However, the City still made a
submission, not in support of Bill 203, to the responsible Standing Committee. The essence of the
City’s submission was primarily based on the following:
• the
	
need to respect municipal autonomy by allowing discretion to consider the franchise fee
methodology with respect to its budget strategy, consumer mix and distribution system
characteristics
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• the need to mitigate significant impacts on an important revenue stream for municipalities
• the
	
lack of consideration for potential impact on consumer classes due to the proposed
methodology change.
Bill 203 failed to receive approval. However, the introduction of this private member’s bill should
serve as a reminder that the provincial government continues to influence oversight and control over
the enabling legislation around franchise agreements and fees. MLA’s reported being challenged
by constituents that take the perspective that the municipal franchise fee is simply a proxy for
municipal taxation.
However, the City strongly disagrees with this characterization and considers the franchise fee
to be a fair charge for the exclusive market and access benefits conferred upon utility companies.
Therefore, the City intends to continue to be a strong advocate with the province with respect to
continuance of a degree of municipal autonomy for franchise agreements and fees.
The crux of the City’s decision to exercise its authority to enter into franchise agreements with utility
providers and to collect franchise fees is the need to charge utility providers appropriately for the
benefits they receive from the municipality. The costs of those benefits are then included in the price
of their commodities; as they should be – ensuring the pricing of those commodities is as reflective
of the true cost of doing business as possible. No one would question a private land owner’s right to
charge a utility company rent for use of its property or the inclusion of those costs in the pricing of
the commodity. It should be no different for the use of public lands.

TELECOMMUNICATIONS UTILITIES
The Canadian Radio-television and Telecommunications Commission, under the authority of
the Telecommunications Act, can supersede municipal decisions about the use of public land
for the placement of telecommunications infrastructure. Based upon the Telecommunications
Act and associated Canadian Radio-television and Telecommunications Commission decisions,
telecommunications companies have been allowed to occupy municipal property without compensation.
A significant Canadian Radio-television and Telecommunications Commission decision occurred
in 2001 with the Ledcor and Vancouver decision. This decision ruled that municipalities could not
charge “use and occupation” fees for installation of “transmission lines” within the “public places”
as noted in the Telecommunications Act. This has set telecommunications utilities apart from other
utilities as it relates to the use of municipal land. It also means that pricing of telecommunications
does not reflect the true cost of providing telecommunications as the use of public rights of way is
of significant value and therefore should have a cost attributed to it. This would seem to be a case
of the federal government making economic decisions under the Telecommunications Act to support
the telecommunications industry, at a cost to municipalities not to the federal government. It is not
meant to imply that the support of telecommunications is not important to the country and shouldn’t
be supported to ensure a broad and comprehensive telecommunications network. However, it does not
follow that delivering on this important federal outcome should come at the expense of municipalities.

12 THE WAY WE FINANCE - FRANCHISE FEES WHITE PAPER - September 2014

CONCLUSION
Municipalities facilitate the provision of utility services to the public by allowing access to
municipally owned lands for utility infrastructure and by ensuring the delivery of utility services
through exclusive franchise agreements with utility providers. Franchise fee agreements are common
in the public utility sector, particularly with respect to the delivery of electricity, natural gas and
water services and are not a new undertaking. The City of Edmonton has had a franchise agreement
associated with natural gas since 1915.
Charges for public land and the conditions for the use of that land are documented in the franchise
agreements and set out the franchise fees to be charged. The franchise fees and the basis for
calculating them do differ for municipalities across Alberta. In the City of Edmonton, determining the
revenue to be derived from franchise fees is accomplished in a very transparent manner though the
annual budget process.
Charging utility providers appropriately for the benefits they receive from the municipality allows
for the value of those benefits to be included in the price of the utilities – no different than including
the cost of acquiring or renting private land in the price of the utilities. It allows for the revenue
generated by the franchise fees to be on a basis that relates to the benefits the customers receive.
This alignment would be missing if the revenue currently generated through franchise fees were
simply replaced with property taxes.
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APPENDIX 1
ATCO GAS AND PIPELINES FRANCHISE FEE
Purpose: To collect a fee from ATCO as compensation for its use and occupation of the City’s rightsof-way and for ATCO having an “exclusive right” to distribute gas within the City. The fee provides
diversified revenues, reduced reliance on property taxes and compensation for planning and
development constraints, risks, and utilities exclusive rights.
10 YEAR HISTORY AND 3 YEAR PROJECTION FOR GAS FRANCHISE FEES
(millions of $)
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Figure 3

Year

Franchise
Revenue
(M’s)

Rate
(%)

Delivery
Revenue
(M’s)

Operations Revenue Budget

2004

$ 23.9

32.0

$ 93.8

4.5%

2005

$ 27.4

32.0

$ 101.6

4.8%

2006

$ 29.0

32.0

$ 107.2

4.6%

Franchise Revenue as
% of Tax-Supported

2007

$ 29.9

32.0

$ 110.4

4.4%

2008

$ 34.5

32.0

$ 124.5

4.3%

2009

$ 42.9

32.0

$ 150.9

5.7%

2010*

$ 47.8

28.5

$ 167.4

5.7%

2011

$ 51.8

32.9

$ 159.0

6.3%

2012

$ 50.5

32.9

$ 153.4

5.8%

2013

$ 57.0

32.9

$ 173.3

6.6%

2014

$ 56.5

32.9

TBD

6.4%

2015

$ 59.0

TBD

TBD

TBD

2016

$ 60.3

TBD

TBD

TBD

* Reduction to rate as municipal taxes paid independent of franchise fee beginning 2010.
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AGREEMENTS
The original franchise agreement became effective November 16, 1915. The latest amendment was
signed and passed on July 21, 2010, Bylaw 15372.
The agreement includes clauses pertaining to; franchise fees, core services, taxes, termination, right
of first refusal to purchase, construction and maintenance, cost of relocation, system expansion,
indemnification, hazardous substances, and dispute settlement.
ATCO is to be notified of any changes to the franchise fee rate by November 15th for the subsequent year.

LEGISLATION
Sections 45 and 61 of the MGA provide the City the right to charge a fee for the use and occupation of
City lands and to grant an exclusive right to use City lands for public utility purposes.

CALCULATION OF FRANCHISE FEE

DELIVERY REVENUE X FRANCHISE FEE RATE (%)
= FRANCHISE FEE REVENUE
RATES
Changes to the current rate of 32.9% require Council approval.
Per the agreement, the franchise fee percentage shall not at any time exceed thirty five (35.0%)
percent, unless there has been prior Alberta Utilities Commission approval.
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APPENDIX 2
EPCOR ELECTRIC POWER DISTRIBUTION FRANCHISE FEE
Purpose: To collect a fee from EPCOR as compensation for its use and occupation of the City’s rightsof-way and for EPCOR’s having an “exclusive right” to distribute electricity within the City. The fee
provides predictable and diversified revenues, reduced reliance on property taxes and compensation
for planning and development constraints, risks, and utilities exclusive rights.
10 YEAR HISTORY AND A 3 YEAR PROJECTION FOR ELECTRIC POWER DISTRIBUTION FRANCHISE FEES
(millions of $)
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Figure 2

Year

Franchise
Revenue
(M’s)

Rates
($ per kWh)*

Estimated
kWh (M’s)

Operations Revenue Budget

2004

$ 26.4

0 .0039

6,697

5.0%

2005

$ 27.5

0 .0040

6,849

4.8%

2006

$ 28.4

0 .0041

6,908

4.5%

Franchise Revenue as
% of Tax-Supported

2007

$ 29.9

0 .0043

7,034

4.4%

2008

$ 32.0

0 .0044

7,299

4.0%

2009

$ 38.8

0 .0053

7,322

5.1%

2010

$ 40.9

0 .0057

7,225

4.9%

2011

$ 48.1

0 .0066

7,305

5.8%

2012

$ 50.9

0 .0066

7,696

5.9%

2013

$ 53.1

0 .0071

7,702

6.2%

2014

$ 54.9

0 .0072

7,765

6.2%

2015

$ 56.6

TBD

TBD

TBD

2016

$ 58.3

TBD

TBD

TBD

*		Revenue/Consumption (kWh)
** 2013 and 2014 rates reflect adjustments to also collect shortfalls from the prior year revenue.
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AGREEMENTS
The original franchise agreement, Bylaw 13655 became effective January 1, 1996 and was amended
on January 1, 2004. The agreement includes clauses pertaining to; grant of access; work on city
lands, maintenance and repair; hazardous substances, indemnification, termination, renewal and
arbitration. EPCOR is to be notified of the franchise fee rate by October 1st for the subsequent year.

LEGISLATION
Sections 45 and 61 of the MGA provide the City the right to charge a fee for the use and occupation of
City lands and to grant an exclusive right to use City lands for public utility purposes.

CALCULATION OF FRANCHISE FEE1

PRIOR YEAR REVENUE X INFLATION FACTOR X GROWTH FACTOR = BUDGETED
FRANCHISE FEE
Note: Inflation is defined by the year over year change in the August Statistics Canada Consumer
Price Inflation Index for Edmonton. The growth factor is 1.5%. However, City Council may adjust this
calculation at their discretion.
1. Per Schedule A of the contract.

RATES
Any differences between the actual collection of franchise fee and the budget is due from/owing to
EPCOR through the adjustment of the subsequent year rate.
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APPENDIX 3
EPCOR WATER SERVICES INC. (EWSI) FRANCHISE FEE
Purpose: To collect a fee from EWSI as compensation for the exclusive right and license to use the
City Lands to construct, install, maintain, operate, repair, replace, extend and remove the equipment
for the purpose of providing Water Services within the Municipality. The fee provides diversified
revenues, reduced reliance on property taxes and compensation for planning and development
constraints, risks, and utilities exclusive rights.
10 YEAR HISTORY AND 3 YEAR PROJECTION FOR WATER FRANCHISE FEES
(millions of $)
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Figure 4

Year

Franchise
Revenue
(M’s)

Rate
(%)

2004

$ 7.0

7.6

Eligible
Revenue
(M’s)
$ 91.6

Franchise Revenue as
% of Tax-Supported
Operations Revenue Budget

1.3%

2005

$ 7.2

7.6

$ 94.6

1.3%

2006

$ 7.6

7.6

$ 100.1

1.2%

2007

$ 8.8

7.6

$ 115.2

1.3%

2008

$ 9.6

7.6

$ 126.7

1.2%

2009

$ 10.4

7.6

$ 136.7

1.4%

2010

$ 10.0

8.0

$ 124.8

1.2%

2011

$ 10.8

8.0

$ 135.2

1.3%

2012

$ 11.6

8.0

$ 145.0

1.3%

2013

$ 12.4

8.0

$ 155.0

1.4%

2014

$ 12.9

8.0

TBD

1.5%

2015

$ 13.4

TBD

TBD

TBD

2016

$ 13.7

TBD

TBD

TBD
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AGREEMENTS
The original franchise agreement became effective January 1, 1999. The latest amending agreement
is effective April 1, 2010, which adjusted the franchise fee rate to 8% and made adjustments to the
relocation provision. On October 26, 2011, EPCOR Water Services and Wastewater Treatment was
consolidated under the 2012-2017 performance based rates Bylaw 15816, effective April 1, 2012.
The agreement includes clauses pertaining to; access, water supply covenants, term, work on city
lands, maintenance and repair, relocation, indemnification, hazardous substances, termination, five
year review, and arbitration.
LEGISLATION
Sections 45 and 61 of the MGA provide the City the right to charge a fee for the use and occupation of
City lands and to grant an exclusive right to use City lands for public utility purposes.
CALCULATION OF FRANCHISE FEE

ELIGIBLE REVENUE ($)
MULTIPLIED BY: FRANCHISE FEE RATE (8.0%)
SUBTOTAL ($)
LESS:						

MUNICIPAL TAX (EXCLUDING SCHOOL PORTION) ($)

EQUALS:				

FRANCHISE FEE REVENUE ($)

RATES
Current rate is 8.0%. Any changes to the rate must be approved by Utility Committee and City Council.
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APPENDIX 4
EPCOR WASTEWATER FRANCHISE FEE
Purpose: To collect a fee from EPCOR as compensation for the “exclusive right” to treat wastewater
in the municipality. The fee provides diversified revenues, reduced reliance on property taxes and
compensation for planning and development constraints, risks, and utilities exclusive rights.
10 YEAR HISTORY AND 3 YEAR PROJECTION FOR WASTEWATER FRANCHISE FEES
(millions of $)
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		Franchise		 Eligible
		 Revenue
Rate
Revenue
Year
(M’s)
(%)
(M’s)

Franchise Revenue as
% of Tax-Supported
Operations Revenue Budget

2009

$ 3.2

8.0

$ 40.3

0.4%

2010

$ 4.0

8.0

$ 50.0

0.5%

2011

$ 4.1

8.0

$ 51.3

0.5%

2012

$4.3

8.0

$ 55.0

0.5%

2013

$ 4.8

8.0

$ 60.0

0.6%

2014

$ 5.2

8.0

TBD

0.6%

2015

$ 6.3

TBD

TBD

TBD

2016

$ 6.8

TBD

TBD

TBD
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AGREEMENTS
On March 31, 2009 the City transferred the Gold Bar Wastewater Treatment Plant assets and liabilities
to EPCOR. Prior to the transfer, the Gold Bar Wastewater Treatment Plant was part of the Drainage
Services Utility. On October 26, 2011, EPCOR Water Services and Wastewater Treatment was
consolidated under the 2012-2017 performance based rates Bylaw 15816, effective April 1, 2012.
Franchise fees are covered within the Gold Bar Master Agreement dated March 31, 2009.
LEGISLATION
Sections 45 and 61 of the MGA provide the City the right to charge a fee for the use and occupation of
City lands and to grant an exclusive right to use City lands for public utility purposes.
CALCULATION OF FRANCHISE FEE

									 ELIGIBLE REVENUE ($)
MULTIPLIED BY: FRANCHISE FEE RATE (8.0%)
									 SUBTOTAL ($)
LESS:						 MUNICIPAL TAX (EXCLUDING SCHOOL PORTION) ($)
EQUALS:				

FRANCHISE FEE REVENUE ($)

RATES
Current rate is 8.0%. Any changes to the rate must be approved by Utility Committee and City Council.
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APPENDIX 5
DRAINAGE SERVICES LOCAL ACCESS FEE
Purpose: An amount that would otherwise be equivalent to property taxes, and compensation for
the exclusive rights afforded each utility for as long as such property is deemed by the relevant
legislation of the Province of Alberta to be non-assessable and non-taxable for property taxes.
10 YEAR HISTORY AND 3 YEAR PROJECTION FOR DRAINAGE SERVICES LOCAL ACCESS FEES
(millions of $)
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		Local		
Qualifying
		
Access Fee
Rate
Revenue
Year
(M’s)
(%)
(M’s)
2004

$ 7.2

2005
2006

Local Access Fee as
% of Tax-Supported
Operations Revenue Budget

8.0

$ 89.6

1.4%

$ 7.1

8.0

$ 88.8

1.3%

$ 7.4

8.0

$ 92.1

1.2%

2007

$ 7.9

8.0

$ 98.2

1.2%

2008

$ 8.2

8.0

$ 102.7

1.0%

2009*

$ 5.8

8.0

$ 72.8

0.8%

2010

$ 5.1

8.0

$ 64.0

0.6%

2011

$ 5.3

8.0

$ 66.3

0.6%

2012

$ 6.7

8.0

$ 85.6

0.8%

2013

$ 7.8

8.0

$ 97.5

0.9%

2014

$ 8.4

8.0

TBD

1.0%

2015

$ 8.9

TBD

TBD

TBD

2016

$ 9.6

TBD

TBD

TBD

* On March 31, 2009 the Gold Bar Facility was transferred to EPCOR Water Services Inc.
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AGREEMENTS
The Local Access Fee is included in City Policy C304C Drainage Services Utility Fiscal Policy, adopted
by Council on June 1, 2011.

LEGISLATION
Sections 45 and 61 of the MGA provide the City the right to charge a fee for the use and occupation of
City lands and to grant an exclusive right to use City lands for public utility purposes.

CALCULATION OF FRANCHISE FEE

QUALIFYING REVENUE* X LOCAL ACCESS RATE (%)
= LOCAL ACCESS FEE REVENUE
* Qualifying Revenue includes rate revenue and other revenues from regulated activities.

RATES
Current rate is 8.0%. Any changes to the rate must be approved by Utility Committee and City Council.

CITY OF MOOSE JAW
March 15, 2017

TO:

Budget Committee

FROM:

Department of Financial Services

SUBJECT:

Capital Budget Update

PURPOSE:
The purpose of this report is to provide City Council with an update on the status of the 2017 to
2021 Capital Budget.
BACKGROUND:
The Capital Budget Estimates were presented to City Council on January 23, 2017 and referred
to Budget Committee for detailed review.
The ongoing Budget deliberations have dealt with a number of items related to the Capital
Budget. Those changes include:












That $44,000 in a previous contaminated site program be utilized as a partial source of
funding for LD-4 Contaminated Site Assessment.
Move LD-2 Westheath Phase V development to 2018 from 2017.
PR-68 Parks Dedication reduced by $17,500.
PR-53 Outdoor Pool Carryforward removed for $61,760.
The following Engineering Capital Projects were authorized to go to tender or RFP:
o S-1 Sewer Lining $330,000
o S-1 Sewer Lining – Trunk $560,000
o S-1 Manhole Restoration $103,000
o S-1 Trunk Sewer Construction $325,000
o WW-9 East –West Feeder Line Design $200,000
o SS-1 Storm Sewer Replacement $280,000
o TR-1 Road Resurfacing $1,270,000.
Establishment of 2017 appropriation of water main funding at 1.65% of municipal
taxation.
2016 Cast Iron Watermain Budget not carried over to 2017 in the amount of $5,850,000.
Establishment of an Infrastructure Levy for the Water Utility starting in 2019.
Setting of 2017 Utility Rate increase of 15% for Waterworks and 6% for Sanitary Sewer
effective May 1, 2017.
Designation of 2017 gas tax projects as WW-5 BPWTP Upgrades and WW-9 Feeder
Lines.
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March 15, 2017
Capital Budget Update – Mar.13, 2017

The attached summary presents the Capital Budget as amended to date.
DISCUSSION:
Since the Capital Budget decisions made to date by City Council have been made over a number
of meetings, it may be useful to review the status of each of the five areas that compose the
City’s Capital Plan.
General Capital Reserve Summary:
GENERAL CAPITAL RESERVE SUMMARY
2017 - 2021
2016

2017

2018

2019

2020

(1,649,275) $

(5,949,267) $

(9,572,332) $

Carry over from previous year

$

8,680,684

$

7,085,488

$

SPC Funds Available

$

3,898,871

$

3,972,768

$

4,171,407

$

Hospital Levy

$

1,586,000

$

1,607,000

$

1,607,000

$

Taxation Revenue

$

2,416,945

$

2,896,306

$

2,896,306

$

2,896,306

Capital Expenditure Fund Interest

$

1,425,000

$

1,225,000

$

1,425,000

$

1,675,000

Land Sale Proceeds

$

1,000,000

$

1,280,000

$

1,530,000

$

Parks Dedication Reserve

$

221,000

$

253,500

$

95,000

$

Federal/Provincial Contributions

$

1,000,000 $

- $

Borrowing

$

- $

DFFH Capital Contribution

$

Fundraising Contributions
Transfer to Waterworks
Uncompleted Works

Total

(13,045,342)

$

4,598,976

$

415,116 $

-

$

$

2,815,956

$

2,735,606

$

14,240,480

$

1,675,000

$

1,875,000 $

7,875,000

2,000,000

$

1,750,000

$

1,750,000 $

8,310,000

405,000

$

185,000

$

185,000 $

1,123,500

- $

- $

-

$

-

$

-

- $

- $

- $

-

$

-

$

-

25,000 $

- $

- $

- $

-

$

-

$

-

$
$
$

656,989 $
(1,568,879) $
(7,843,793) $

656,989 $
(2,039,376) $
(6,310,143) $

656,989 $
(2,039,376) $
- $

- $
(2,039,376) $
- $

- $
(2,039,376) $
- $

- $
(2,039,376) $
-

1,313,978
(10,196,880)

Capital Funding Available

$

11,497,817 $

10,627,532

$

8,693,051

$

3,782,756

$

(586,776) $

(3,710,187) $

48,247,247

Transportation

$

5,539,000

$

6,550,420

$

8,123,757

$

8,525,039

$

Parks and Recreation

$

1,216,855

$

1,092,485

$

1,669,160

$

1,276,395

Other Services

$

3,978,477

$

3,913,902

$

3,979,401

$

2,783,654

Police Services

$

50,000 $

-

$

50,000

$

50,000

Fire Services

$

74,084

120,000

$

20,000

$

20,000

Downtown Facility & FieldHouse

$

25,000 $

Storm Sewers

$

225,000

Total Funding Required

$

11,108,416 $

12,276,807 $

Surplus/Shortfall

$

389,401

$

97,350 $

25% Alloc to Roads & Sidewalks $
Final Surplus/Shortfall

$

292,051

$

$

$

4,379,977

2021

4,828,925

$

21,952,053

- $

3,629,116

8,733,397

$

$

958,675

$

$

1,946,494

$

1,528,928

$

14,152,379

$

50,000 $

50,000

$

200,000

$

20,000

$

-

$

180,000

- $

-

$

-

$

-

$

750,000

$

650,000 $

3,500,000

14,642,318 $

13,355,088 $

12,458,566

$

(1,649,275) $

(5,949,267) $

(9,572,332) $

- $

- $

- $

(1,649,275) $

(5,949,267) $

(9,572,332) $

- $
600,000

$

- $
800,000

$

700,000

(13,045,342) $
-

8,963,061

$

861,000 $

12,052,989

$

40,895,674
5,857,715

64,785,768

(15,763,176)

$

-

(13,045,342) $

(15,763,176)

The General Capital Reserve is showing a deficit of $1,649,275 in 2017 and $15,763,176 over
the five year period. The General Capital Reserve portion of the Capital Plan would normally be
in a small surplus position either in year one (2017) or at the end of the five year plan in 2021.
Neither is the case at this time.
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City Council’s options are to:




Identify additional funding sources
Decrease Capital Spending
Utilize the Capital Equity Funds.

Additional funding sources might include excess accumulated surplus funds (approx. $2 million)
or increased Municipal Taxation as each 1% increase generates $250,230.
Decreased Capital spending would require a reduction in 2017 spending in Transportation, Parks
& Recreation, Fire Services or Storm Sewers or a reduction in the 2016 carryforward amounts.
The utilization of Capital Equity Funds has not occurred in the past on a permanent basis due to
the fact a drawdown of these funds will permanently impair the funds ability to generate interest
revenue which is a component of funding for the General Capital Reserve. The current balance in
the Capital Fund Equity is $35,068,852 and it currently earns interest at around a 3% return,
more normal returns would be in the 5 to 6% range. The Equity fund maintains its purchasing
power by retaining an amount of interest generated equal to inflation each year with the
remainder of interest flowing to the General Capital Reserve as interest funding. If the Capital
Equity Funds are utilized, they would be drawn down by almost $16 million dollars over the next
5 years.
The decision on which option or options to utilize is a decision of City Council. By default if no
decision is made, then the Capital Equity Fund will be drawn down.
Water Utility Reserve:
WATER UTILITY RESERVE
2017 - 2021
2016
Opening Balance

2017

2018

2019

$12,518,483

$8,913,022

$949,595

$9,446,673

$6,324,073

Loan Proceeds

$15,000,000

less Water Works Projects
less Uncompleted Works

Contributions during the year

Year End Balance

2020

2021

Total

($9,433,514)

($11,526,344)

($4,444,220)

$7,048,021

$9,605,280

$11,666,564

$13,654,246

$48,298,184

$15,000,000

$15,000,000

$15,000,000

$15,000,000

$15,000,000

$75,000,000

$20,051,338

$9,897,500

$32,431,130

$26,698,110

$19,584,440

$16,780,770

$105,391,950

$15,734,538

$19,390,000

$0

$0

$0

$0

$1,179,280

$949,595

($9,433,514)

($11,526,344)

($4,444,220)

$7,429,256

The decisions already made by City Council to increase Utility Rates and establish an
Infrastructure Levy coupled with borrowing will allow the Water Utility Reserve to remain in a
position of being able to fund its upcoming Capital needs for 2017. Future year’s funding needs
will need to be met either by further utility rate increases, federal/provincial grant funding and
increased borrowing.
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Sanitary Sewer Reserve:
SANITARY SEWAGE UTILITY RESERVE
2017 - 2021
2016

2017

Opening Balance

$3,981,273

$4,530,987

2018

Contributions during the year

$4,808,641

$4,612,677

less Sewer Projects

$4,759,065

less Uncompleted Works

$2,498,373

Year End Balance

$1,532,476

2019

2020

2021

Total

($12,835,452)

($12,051,537)

($11,288,038)

$3,793,686

$4,358,706

$4,968,055

$5,665,459

$23,398,583

$4,855,728

$16,547,688

$3,574,791

$4,204,556

$3,427,325

$32,610,088

$4,369,386

$0

$0

$0

$0

($81,450)

($81,450)

($12,835,452)

($12,051,537)

($11,288,038)

($9,049,904)

The Sanitary Sewer Reserve with the decision of City Council to increase Utility Rates in 2017
will result in the reserve incurring a small deficit for 2017 which is not a concern. The ability to
fund future year’s capital needs will be dependent on further rate increases, establishment of an
infrastructure levy and accessing federal/provincial grant funding.
Solid Waste Utility Reserve
SOLID WASTE UTILITY RESERVE
2017 - 2021

Opening Balance
Contributions during the year

2016

2017

$4,151,241

($1,308,089)

($3,098,423)

($4,768,845)

($4,170,938)

($3,527,154)

$1,222,666

$1,395,578

$1,313,707

$1,362,584

$1,417,400

$771,216

Loan Proceeds

2018

2019

2020

2021

Total

$6,711,935

$0

$0

$0

$7,000,000

$0

$0

$7,000,000

$61,000

$63,000

$3,066,000

$7,715,800

$718,800

$721,800

$12,285,400

less Uncompleted Works

$3,000,000

$2,950,000

$0

$0

$0

$0

Year End Balance

$1,861,457

($3,098,423)

less Solid Waste Projects

($4,768,845)

($4,170,938)

($3,527,154)

($2,831,554)

The Solid Waste Utility Reserve is facing significant expenditures in future years for the
expansion or replacement of the landfill. This will place significant pressure on the utility to fund
these capital expenditures. However, with the revised Operating Model Council is considering,
increased landfill rates and borrowing, the Solid Waste Utility Reserve will be in stable financial
condition and able to fund its capital needs.
Land Development Reserve:
LAND DEVELOPMENT RESERVE
2017 - 2021
2016
Opening Balance
Contributions during the year
Loan Proceeds
less Land Dev Projects
less Uncompleted Works
Year End Balance

2017

2018

2019

2020

2021

Total

($1,567,659)

($1,916,533)

($2,246,333)

($4,935,783)

($2,235,783)

($535,783)

$1,724,133

$2,270,200

$1,351,200

$2,700,000

$1,700,000

$1,700,000

$9,721,400

$0

$0

$0

$0

$0

$0

$0

$2,375,000

$225,000

$4,040,650

$0

$0

$0

$4,265,650

$0

$2,375,000

$0

$0

$0

$0

($2,218,526)

($2,246,333)

($4,935,783)

($2,235,783)

($535,783)

$1,164,217
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The Land Development Reserve is in sound financial position and continues to generate profits
from land development which profits are flowing into the General Capital Reserve totalling $8.3
million over the next five years. The only concern within the reserve is the need for the land
development activities of the City to take a longer term view. That longer term view would entail
looking a potential future expansion areas and starting to accumulate land for future
development.
ATTACHMENTS:
1) Capital Budget Summary
RECOMMENDATION:
THAT City Council determine a means of eliminating or funding the 2017 General Capital
Reserve Deficit of $1,649,275.

Respectfully submitted,

Brian Acker
Brian Acker, B.Comm., CPA, CMA
Director of Financial Services
BA/sp
Attach.
CITY MANAGER’S COMMENTS:

MAYOR’S COMMENTS:
Not an especially helpful
recommendation!

Myron Gulka-Tiechko
A/City Manager

Coun. Don Mitchell
D/Mayor
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CITY OF MOOSE JAW
March 15, 2017

TO:

Budget Committee

FROM:

Engineering Services

SUBJECT:

Transit and Parking Rate Review

PURPOSE:
The purpose of this report is to provide the City’s Budget Committee with information and rationale
around transit and parking rates in the City of Moose Jaw.
BACKGROUND:
As City’s grow a key goal is intensification within the downtown area and defined zones downtown.
As development and intensification occur in the downtown, the availability of parking spaces
compared to developed square feet will diminish. As a result active transportation and transit play a
more important role.
With the development of Mosaic Place there was a loss of about 100 off-street parking spaces. The
development on River Street and other vacant lands will also eliminate both public and private off
street parking spaces.
The municipal contribution (property tax support) for transit has increased in dollars for the past few
years, and the overall ratio is approximately 64% of operating costs.
The purpose of this report is to recommend transit and parking pricing strategies that create a
relationship between the fare structure for transit and overall parking pricing, encourages the use of
transit, and fosters a sustainable transportation behaviour.
DISCUSSION:
Transit fares were last increased in July 2015, at which time there was a $0.25 increase (about 10%)
in cash fares to $2.50; multi-ride fares increased by a similar ratio. There was an adjustment to the
discounted monthly pass rates in April 2016 which saw an increase of $5.00 per month ($20 to $25)
to match the Provincial level subsidy. This was the first increase in the price the City charged from
the program inception in 2006. Also in the fall of 2016, the City introduced a Semester Pass for
Students. The Semester Pass represented a 9.5% discount over the cost of 5 monthly student passes.
The current fare structure is shown in Table 1 below.
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TABLE 1
Fare
Cash
10 ride tickets
Monthly Pass
Monthly Pass (Summer)
Semester Pass
Annual Pass
Family Pass1
Day Pass
Discounted Pass
1.

Adult
$2.50
$22.50 ($2.25)
$65.00
------$55.00
$6.00
$25.00

Student
$2.25
$18.00 ($1.80)
$52.50
$23.00
$237.50
--$42.50
$6.00
$25.00

Senior
$2.25
$18.00 ($1.80)
$33.00
----$180.00
--$6.00
---

When purchased together

Over the past three years, there have been attempts to enhance transit service, firstly through the
provision of evening service; unfortunately, this came at the expense of daytime service, reducing
daytime service to 60 minutes from 30 minutes. Secondly, there was a reduction in evening hours
and the addition of about 80 minutes of added service on Wednesday, Thursday and Friday evening.
Finally, with the relocation of the Moose Jaw hospital from Fairford Street East to Diefenbaker
Drive, transit run times were increased from 30 to 40 minutes to account for the additional route
length.
Over the three years there has been a slow decline in ridership, resulting in lower than projected
revenues from our casual riders (cash fares). With some strategic pricing and active marketing, it is
hoped that this trend can be reversed.
Transit fares are typically established based on the net revenues required to operate the system as
offset by municipal taxes and other miscellaneous revenues such as advertising and charters. The fare
structure uses Adult Cash fares as the base and then discounts the fare for other categories of riders
to achieve the following objectives:



Stimulate increased usage or shift ridership between fare categories (reducing per ride fare
costs for frequent users).
Recognize social objectives and improve fare equity among users (based on demographics
and socio economic factors, such as senior and low income fares).

As noted in the October 2013 report to the Transportation Service Advisory Committee (November
29, 2013 Council meeting), transit riders are either discretionary riders (they have a choice) or
captive riders (they have no choice). All transit operators try to increase discretionary riders, as that
is where there is growth potential.
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Some of the ways to attract discretionary riders is through scheduling, level of service, pricing
and also strategic pricing of parking.
Scheduling & level of service. Increasing service by reducing headway (time between buses) can
attract riders. However, this would require additions to the fleet and operational costs.
The City will shortly be purchasing new buses which should improve the level of comfort for
passengers (reliable and comfortable).
Pricing – can impact ridership. In the past, price adjustments have been generally implemented by
adding a percentage or monetary increase across all fare categories. The last fare increase was
implemented in July 2015 by adjusting the Adult cash fare and raising other fares by a similar
percentage (rounded to nearest nickel).
It is likely prudent to conduct a fare pricing review. There is an elasticity in the pricing of transit
fares with incremental increases in fares resulting in a loss of riders. This was explained in the Fare
review report presented to Council Executive on March 31, 2014.
Typical rationale has seen transit raise fares to increase revenues – Regina recently increased cash
fares to $3.25 for adults. Brandon, MB has taken a different stance and reduced fares to $1.00 while
eliminating transfers between routes; revenues and ridership in Brandon have increased since that
change.
Parking Currently, there is no relationship between the cost for parking at the City’s on and off street
parking areas and transit rates.
A comprehensive parking rate review has not been completed for many years. During the 2015
budget, it was noted that the cheap cost of parking in Moose Jaw is detrimental to the usage of the
city’s transit as the cost to park was well below the cost of a return cash trip on the bus. At this time
the metered parking rates were increased slightly, but parking is still relatively inexpensive in Moose
Jaw.
Pay parking in the City is in effect from 7:00 am to 6:00 pm, Monday to Friday. There is no charge
on weekends or statutory holidays. All paid parking is currently via individual parking meters,
although some monthly parking is permitted through select “reserved” spaces in a couple of City
lots. There are just over 1000 parking meters in the City, primarily in the downtown core –
Athabasca Street to Manitoba Street and 2nd Avenue NE to NW. Most parking is limited to 2 hours,
but there are some 5-hour spaces in the River Street lots (east of Main Street).
Based on the 2012 Transportation Master Plan, parking utilization is between 85% and 100% in the
core area and around 60% in the periphery of the core during the period of 10 am to 2 pm Monday to
Friday.
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Except for Main Street, Manitoba Street to Ross Street, and half a block on each side, parking fees
are $0.25 for 20 minutes ($0.75 per hour). In the prime area, parking rates are $0.25 for 10 minutes
($1.50/ hour). All lots are $0.25 per 20 minutes.
There is a waiting list for the reserved monthly parking. Based on discussions with Treasury
personnel, costs vary depending on the location, but are in the range of $45-55/month (nonelectrified & electrified).
To encourage use of transit, parking fees should be higher than a return cash trip on the bus. The
current return trip cost is $5.00. At current parking rates, 2 hours of parking has a cost of $1.50,
(70% in favour of the motorist), while 8 hours (a typical work day) costs $6.00 (20% in favour of
transit). This is in non-prime area. In prime area parking costs are $3.00 for 2 hours and $12.00 for a
day. If a spot is available, monthly parking in the City is $45-55.00 month and a Monthly transit pass
is $65.00, almost 18% to 31% in favour of the motorist. Paying the transit cash fare for the same
period would be more than $100/month. This is illustrated in the chart below.

2 hours
8 hours
Monthly

Transit
$5.00
$5.00
$65 - $100

Parking
$1.50 - $3.00
$6.00 - $12.00
$45 - $55

Studies in Canada and the US have shown a strong statistical link between parking price, availability
and the use of transit. See the report published by the Strategic Transit Research Program – report
STRP 12-1 Developing transit Supportive Parking Policies-(November 2000) and a Parking
Management and Supply report produced by the Transit Cooperative Research Program – report 95
– Traveller response to Transportation System Changes – (2003).
According to the Victoria Transportation Policy Institute – 2002
“In most communities, (particularly outside of large cities) transit dependent people are a
relatively small portion of the total population while discretionary riders (people who have
the option of driving) are a potentially large but more price sensitive market segment. As a
result, increasing transit ridership requires pricing and incentives that attract travellers out
of tier car. Combinations of fare reductions and discounted passes, higher vehicle user fees
(such as priced parking or road tolls), improved transit service, and better marketing can be
particularly effective at increasing transit ridership and reducing automobile use.”
Our transit and parking rate policies need to be linked to ensure that transit fares are consistently
priced lower than monthly parking rates.
Proposed Transit Fares
As identified above, the last full increase in transit fares was in July 2015, with a couple of minor
changes to individual fare categories since that time. Transit fares should be reviewed on a periodic
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basis to ensure that they remain consistent with the goals of the city and attain a reasonable return on
the investment made to keep the service. The table below shows the proposed fares to be effective on
July 1, 2017.
TABLE 2
Fare
Cash
10 ride tickets
Monthly Pass
Monthly Pass (Summer)3
Semester Pass
Annual Pass1
Family Pass2
Day Pass
Discounted Pass
1.
2.
3.

Adult
$1.25
$12.00 ($1.20)
$65.00
------$55.00
$6.00
$25.00

Student
$1.25
$12.00 ($1.20)
$52.50
--$237.50
--$42.50
$6.00
$25.00

Senior
$1.25
$12.00 ($1.20)
$35.00
----$200.00
--$6.00
---

Effective with the sale of 2018 Annual Passes
When purchased together
Eliminated

Fares with changes have been highlighted in the table. Significant changes to be noted are the
elimination of the Student Summer Pass. The rationale for implementing the Summer Student passes
at a discounted rate was because they were not in school and therefore not using the bus as much.
There is no empirical data for this rationale.
Cash fares have been decreased to $1.25 for all fare groups, while 10-ride tickets have decreased
$22.50 to $12.00. There has been no change to monthly pass fees.
The Senior Monthly pass has a modest increase of $2.00 – still half the cost of the Adult Monthly
pass, and the Senior Annual passes have increased from $180.00 to $200.00 – still costing about the
same as 3 months of Adult Monthly passes.
The proposed decrease in cash fares is based on conversations with Brandon Transit (a peer
transit system – albeit a little more mature). They reduced their fares two years ago and have
continued to see growth in ridership and no discernable drop in revenue.
The proposed fare rates are for this year – our 60th Anniversary as a City Department. The reduction
in transit fares should assist in attracting more riders to the system. Along with the fare decrease is
the elimination of transfers; individuals requiring two buses to complete their journey would be
required to deposit a fare in each bus. An individual taking one bus will pay half the current fare,
while one taking two buses will pay the same as the current fare.
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Proposed Parking Rates
Applying the concept of a premium for daily parking, the meter rates should increase to $1.00 per
hour for all spaces ($8.00 for the day). A similar premium for monthly parking should be applied to
increase the monthly parking rates to $78.00-88.00 (non-electrified & electrified). $78/month
represents $3.71 per day and $0.46 per hour.
It is recommended that the 5-hour lots be amended to increase the maximum time to 8 hours to
reflect the actual activity at these locations. It is also recommended that the River Street lots be
revised to allow for an 8-hour maximum. Some individuals have been observed attending the lot
every two hours to refill the meter. Given the desire to maintain turnover, the City Hall lot should
remain as a two-hour maximum.
These changes, particularly the monthly parking fees which almost double, may be difficult to
swallow, but are necessary to encourage some movement towards transit.
FINANCIAL IMPLICATIONS:
Changes to the transit fares should have minimal impact on overall transit revenue. Decreases to cash
fares should be partially offset by an expected increase in ridership. Conservatively, with no increase
in ridership, it is estimated that transit cash revenue would drop to about $61,700 compared to
projected budget of $123,400. The overall difference in 2017 with six months of fare adjustment
would be approximately $30,850 reduction in cash revenue. It is also estimated that the Monthly
Pass revenues would also remain static.
An increase in parking rates would see a revenue increase in the first full year of about 75% for
monthly parking permits or about $17,600 (approximately $3,800 in 2017). There is a demand for
these spaces, so it is not envisioned that there will be more than a 5% vacancy in the use of these
spaces overall. Increases to the cash rates is estimated to bring in 25% in additional revenue in the
first full year, the current budget is $758,000 (approximately $94,700 in 2017). It is anticipated that
increases in parking fees will have the desired impact of diverting motorists to transit. Overall
increase in parking revenue for a full year is anticipated to be $197,000 (or $98,500 for the balance
of 2017).
The revised revenue projections for 2017 budget would be:
Transit cash fares:
$92,550 (down $30,850)
Parking revenue:
$856,500,700 (up $98,500)
Net revenue increase of $67,650
ATTACHMENTS
Regina, Saskatoon & Brandon Transit Fare Schedule
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RECOMMENDATION:
It is recommended:
1. THAT Transit fares be increased to those shown in Table 2
2. THAT maximum limit for parking in off-street lots be increased to 5 hours;
3. THAT Monthly Parking fees be increase to $78 for non-electrified spaces and $88 for
electrified spaces;
4. THAT parking meter rates be increased by 25 cents per hour for all meters;
5. THAT on-street Parking Meters on Main Street from High Street to Ominica Street be
limited to one (1) hour and all other on-street parking meters be limited to two (2) hours
6. THAT all rate changes be effective on July 1, 2017
7. THAT parking and transit budgets be linked
Respectfully submitted,

Mark Sture__________
Mark Sture, A.Sc.T.
Transit & Fleet Manager
MS/

Josh Mickleborough________
Josh Mickleborough
Director of Engineering Services

CITY MANAGER’S COMMENTS:

Myron Gulka-Tiechko______
A/City Manager
MAYOR’S COMMENTS:

Coun. Don Mitchell________
D/Mayor

P:\Transit\Reports\Council 2017\Jan 18 - Transit and Parking pricing final.doc
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Regina
Cash Fare
Adult
$3.25
Child* Free n/a
Youth**
$2.75
Post-Secondary*** $3.25
Senior**** $3.25

10 Rides
$29
n/a
$24.50
$29
$29

Monthly Passes
Day/Weekend Family Pass
$92
$10
Free
$66
$10
$78
$10
$300/year or $150/half year $10

Saskatoon
Single Transit Cash Tickets
Adults: $3.00
High School Student: $2.75

Child: $2.25

Monthly Passes
Adults: $83.00 High School Student: $59.00

Child: $50.00

Tickets/Rides
Adult, Senior & Post-Secondary: 10/$25.00
20/$50.00

High School Student: 10/$21.00 Child: 10/$16.00
20/$42.00
20/$32.00

Reloadable Card Fee: $5.00 (All new cards and replacements)
Seniors
Monthly: $29.00

3 Month: $87.00

Annual Passes
Adults: $913.00

Student: $649.00

6 Month: $168.00
Child: $550.00

Annual: $313.30

Seniors: $313.30

Day Pass
$8.50 (unlimited travel for 24 hours)
On weekends families of up to 2 adults and 3 children can travel together on one pass.
Semester Passes (Post- Secondary Students)
$272.00 (Fall, Winter and Summer)
Low Income Passes (Discounted passes for low income residents)
Adults: $66.40
High School Students: $47.20
Child: $40.00
Access Transit 20 Ride Cards
$50.00

March 15, 2017
Budget Committee
Page 9

Brandon Transit Fares
Smart Card

$3.25
30 Day Pass

Adult

$76.00

Youth (6-17 YRS)

$43.00

Senior (60 YRS +)

$43.00

Post Secondary

$48.00
10 Ride

Single Fare Ride

Adult

$12.00

$1.35

Youth (6-17 YRS)

$9.75

$1.10

Senior (60 YRS+)

$9.75

$1.10

0 - 60 Trips Per Month

61+ Trips Per Month

Handi-Transit

$4.00

$8.00

Transit Charter (in city)

Regular - per hour or part thereof

Sunday/Holiday - per hour or part thereof

$175.00

$231.75

CITY OF MOOSE JAW
DATE:

March 16, 2017

TO:

Budget Committee

FROM:

Engineering Department

SUBJECT:

Solid Waste Utility report

PURPOSE:
The purpose of this report is to provide Council with more information related to the City of Moose
Jaw’s Solid Waste Utility and make recommendations with regards to service changes and the
utility rate structure.
BACKGROUND:
City council at its budget meeting on February 23, 2017 tabled the Solid Waste presentation in
consideration of a report to follow with recommendations.

DISCUSSION:
Moose Jaw’s Solid Waste Utility is comprised of landfill operation, recycling programs and waste
collection. 2017 budgeted expenses are $1.7 million for operations, $760k for curbside recycling,
$180k for administration and $810k for capital costs (closure & expansion/replacement of landfill)
for a total cost of $3.45 million. 2017 revenue projected to be $1.6 million from the landfill, $935k
from the curbside recycling program, $188k from MMSW and $725k from general revenue for a
total of $3.45 million in revenue. Bylaw No. 5156, Waste Management Bylaw, states the following
Section 3 - Public Utility Established
(1) A self-funded public utility service is hereby established for the collection, transportation,
storage, management and disposal of Waste and Recycle.
The Solid Waste Utility is not completely self-funded. It requires an allocation from general tax
revenue to operate and current capital reserve allocations are not sufficient. As well, not all costs
associated with the operation of the utility are expensed or acknowledged. Further to Bylaw No.
5156:
Section 3 – Public Utility Established
(3) The public utility service referred to in subsection (1) shall be operated as a self-funded
entity in accordance with the following provisions:
(a) The City Engineer shall establish a Solid Waste Utility Reserve;
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(b) The City Engineer is authorized to reserve funds as needed for the capital and operating
programs of the public utility; and;
(c) The City Engineer shall establish a Recycle Utility Reserve.
A SWOT (Strengths, Weaknesses, Opportunities & Threats) analysis was conducted on the Solid
Waste Utility in 2016. This analysis further revealed multiple weaknesses and threats facing the
utility. The current expected lifecycle remaining in the City of Moose Jaw’s landfill is less than
three years and the capital reserve level is insufficient. Additionally, waste collection level of
service is poorly defined, manual collection still exists in a portion of the city, waste bin
replacement has grown to significant levels, back lane collection is problematic, recycling
diversion is low and revenue rates are very low.
Provincial Regulations have/are changing for landfills. They are becoming more stringent to
reduce environmental impact. Saskatchewan has more landfills than any other province. The trend
is for modern landfills to serve regions, providing a higher level and a more sustainable service.

RESIDENTIAL WASTE COLLECTION
Level of Service
As illustrated in the chart below, there are several different types of properties that receive
collection in the city through both a private contractor and the City of Moose Jaw. The current
level of service creates inequities in collection providing unfair and inconsistent service to
different members of the community.

**Please note that Contractor bins
would be the larger 6 yard bins**
Duplex (2 Units)
Apartments/Townhouses (3-6 Units)
Apartments (6 or More Units)
Trailer Courts (private property)
Care home & Senior Facilities
Businesses
Churches
Totals

CONTRACTOR
Units
# of Bins Serviced
4
80

24
1406

11
178
3
276

11
178
3
1622

CITY
# of Bins
246
46
104
347
19
21
4
787

Units
Serviced

Size
95 Gallon
246
39
41
347
9
15
3
700

300 Gallon
7
63
10
6
1
87

With the exception of two unit duplexes, all of the above properties generate much more waste
than a residential dwelling. Most of them operate as a business for profit and the individual
occupants do not pay taxes directly to the City. All of the trailer courts and some of the
apartment properties require the City to operate on private property. The City does not own,
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service or maintain the infrastructure on these properties (roads, water lines, hydrants, etc.) yet is
accepting liability by operating heavy vehicles on them.
The City uses two different size waste bins to service these properties, 95 gallon and 300 gallon.
The different size waste bins create problems with collection which will be discussed in the
waste bin section. Private contractors are much better suited to provide collection on these
properties. The City’s residential collection would operate most efficiently servicing properties
in alignment with the recycling program.
Standardization of service results in operational efficiencies and savings. Using the correct
equipment and maximizing utilization of the equipment results in customers (residents) that meet
the criteria paying less. In the City’s collection operation the inefficiencies and additional costs
associated outweigh the addition of costs for commercial (contractor) service providers. The
commercial service providers have the specialized equipment to service large property’s
efficiently, i.e. large capacity box dumpsters with fewer pick-ups.
Manual Collection
The City still performs manual collection from approximately 680 properties because the back
lanes are too narrow for the automated equipment to operate in. This requires operation and
maintenance of a stand-alone manual garbage truck for these properties only. Manual collection
is also much more exposed to potential employee repetitive and strain related injuries.
Waste Bins
Annual waste bin replacements are projected to cost the City $116,000 (1200 bins) in 2017. There
are four factors that contribute to this failure rate:
1) The industry expectation for waste bins is an average of ten years life cycle which we are
at this year. While there has not been a mechanism previously for tracking waste bin
replacements, it is estimated that the City has replaced 3500-4000 bins in the last eight
years. This seems to indicate that the age of the waste bin is not a primary factor in failure.
2) The composition of the City’s waste bins since the beginning of the program has been high
density polyethylene. This material is not well suited to our climate or use of the product.
Medium density polyethylene is better suited to our climate as it is less rigid or brittle and
has greater impact resistance. The switch to this composition was done in July of 2016
with approximately 800 already deployed.
3) The City currently collects waste with 65, 95 and 300 gallon waste bins. The belt clamping
device on the collection trucks is not adjustable in the field, it is set initially before the
truck is deployed. In order to service the 300 gallon waste bins, more clamping pressure
is required to prevent losing it into the collection truck when it is being emptied. This
increased pressure does have the potential to crack the smaller waste bins particularly when
temperatures are low.
4) Back lane collection waste bins fail at a rate 69% higher than curbside waste bins. Broken
wheels are 1100% higher. It is assumed this is attributed to such things as vehicle contact
and uneven surface conditions in the lanes.
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Back Lanes
In addition to the increased waste bin failures from back lanes, there are several other operating
challenges. Back lanes are a ‘money pit’ in regards to operational maintenance, $266,204 in total
combined budget in 2016, with no appreciable change in condition from the start versus the end
of the program. A very conservative estimate from industry studies concludes that 52 Weekly
passes of our waste collection trucks is equivalent to approximately 2600 passenger vehicles
(50/week).
There are many lanes in the city that we either wholly or partially do not own. Once again this
puts the City in the position of operating on private property. There are a few instances currently
where property owners have refused to allow the City to operate on their property forcing
collection to the front curbside as a result.
Utilizing information from the City’s GPS program it has been determined that curbside collection
is more efficient than both manual and back lane collection (est. $87,000/annum) and less
problematic than back lane collection (overhead lines, private property damage, waste bin
congestion, etc.). Operation in back lanes also presents risk and danger to the public.
Recycling Diversion
Data suggests there is significant room for growth within the City’s recycling program. Increased
diversion is important not only from an environmental point of view but will also aid in extending
the current life cycle remaining in the landfill. The following table is from the 2013 State of Waste
Management in Canada report prepared for the Canadian Council of Ministers of Environment
(CCME).
Province
PEI
Nova Scotia
British Columbia
Nfld & Lab
Ontario
Quebec
New Brunswick
Manitoba
Alberta
Saskatchewan

Waste Diversion
61%
42%
35.4%
29%
22.9%
22.9%
22.4%
15.8%
15.4%
13.2%

Following is a summary of the last three years of recycling and residential waste collection
quantities in Moose Jaw:

Annual recycling (tonnes)

2014

2015

2016

943 (8.3%)

750 (7.2%)

1477 (13.3%)
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Residential waste collection (tonnes)

10,460

9,663

9,630

Industry estimates are that 40% of all residential waste is recyclable. The above statistics indicate
there is significant opportunity to increase recycling activities in the City.
Residential Waste Collection – Collection Schedules and Pay-for-Service
If the City were to change the frequency of waste collection, there are potentially significant
efficiencies that can be realized with staff and equipment. Changes to the frequency of collection
have been proven to positively impact recycling diversion rates. Utilities typically operate under
the premise that a fee or rate is exchanged for a service provided. Currently there are many
municipalities across the country that have implemented a fee-for-service program including the
majority of Saskatchewan cities. The following table identifies the fee-for-service structure that
Saskatchewan municipalities have implemented for their residential waste collection service:
City

Rate

Schedule

Service

Yorkton

$10.65

Weekly

Waste

North Battleford

$9

Bi-weekly

Waste

Swift Current

$8.50

Weekly

Waste

Prince Albert

$17

Bi-weekly (8 months)

Waste + Recycling

Estevan

$7.30

Weekly

Waste

Weyburn

$5.05

Weekly

Waste (env. & landfill decom. fee)

Regina

$0

Weekly

Waste

Saskatoon

$0 (in process)

Bi-weekly (7 months)

Waste

Moose Jaw

$0

Weekly

Waste

A utility rate is visible to residents and directly tied to the level of service provided. This creates
cost awareness and transparency as opposed to services financed through general tax revenue. If
the City were to consider a waste collection fee it is recommended first that level of service is
standardized; waste collection is provided to single family properties and 2 unit duplexes only. It
is assumed that this would lead to a commercial business increase at the City Landfill estimated at
$55,000. Secondly, move all collection to automated collection and front curbside service. This
creates a fair and equal service allowing for an even application of a rate and provides for an
efficient use of City time and equipment. The following three options presented assume these
changes.
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Option 1
Collection schedule stays at current model, five business day schedule (weekly).
$9.14/property/month or $109.68 annually
This option does nothing to contribute to increased recycling activity. There are no additional
savings for this option.
Option 2
Collection schedule changes to a seven business day schedule (pick-ups vary on a 9, 11 or 12 day
cycle if bridging 1 or 2 weekends and stat holidays)
$7.64/property/month or $91.68 annually
Additional $204,140 in reduced operating costs from option 1
This option is assumed to begin promoting additional recycling activity. A 5% waste reduction
was factored in as part of this rate. The rotating schedule requires education and may create
confusion for the residents.
Option 3
Collection schedule changes to a ten business day schedule (bi-weekly)
$6.57/property/month or $78.84 annually
Additional $348,515 in reduced operating costs from option 1
This option assumes further recycling activity than option 2. A 10% waste reduction was factored
in as part of this rate.
LANDFILL
The current lifecycle is estimated at less than three years as mentioned previously. Cell closure
activities are required and are significant as are the costs associated with the creation of a new cell
or landfill. This requires an immediate need to increase capital resources. Landfill rates and
tipping fees can be evaluated for further revenue potential. Following is a list of current landfill
rates in Saskatchewan:
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SK Landfills

Residential Flat Rate

Commercial Tipping Fee (tonne)

Saskatoon

$15 (150 kg)

$105

North Battleford

$5 + tip rate

$85.50

Regina

$10 (200 kg)

$80

Prince Albert

$10 (150 kg)

$65

Swift Current

$5

$60

Yorkton

$6.50 (500 kg)

$55

Weyburn

$10

$46

Estevan

$10

$46

Moose Jaw

$8

$40

As noted above, the City of Moose Jaw is far behind other municipalities with respect to generating
revenue to sustain its Solid Waste Utility. The majority of activity at the landfill is through
commercial enterprises and as such the majority of the burden for funding the utility should not be
borne by the residents at large. Changes to the landfill fees support activity based consumption of
available airspace, a landfill’s most critical asset. A residential flat rate of $10/load and a
commercial tipping fee of $60/tonne. A review of other rates should be conducted at a future
date. These changes would have a substantial impact on utility sustainability and as reflected
above, the City would still only be in the middle of the pack with respect to other municipalities.
At this rate the capital requirements of a new cell or landfill could be addressed.
It should be noted that increased rates can impact the amount of waste received which are also
subject to economic fluctuations.
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SOLID WASTE UTILITY REVENUE & EXPENSE MODEL
The below model is based on a ten day (bi-weekly) collection schedule. It assumes the move to a
standard level of service with regards to single family homes and 2 unit duplexes, front curbside
pick-up and a monthly residential collection fee. The three average for commercial tonnage at the
City Landfill is 29,355 tonnes, revenue estimates following assume 27,000 tonne activity level.
2017
Tonnes
Recycling Revenue
MMSW Grant
Commercial
Commercial w/add
Residential Solid Waste Rate
Resident tipping
Non-resident tipping
Commercial – Additional business
Community Clean-up**
Hazardous Waste**
Potters
Total Revenue
**not included in revenue projection

Description
Solid Waste Operation
Curbside Contract (recycling)
Administration
Total Expenses

2017 Tickets

#

27000
11300
23,165
237
0.77

1198
5524

Proposed Rate

$60.00
20.2%
$6.57
$10.00
$20.00
$60.00
$10.00

Revenue
$935,915
$188,000
$1,620,000
$1,947,240
$890,892
$231,650
$4,740
$55,348
$55,240
$30,000
$30,000
$4,283,785

Expenses
$1,213,697
$759,170
$180,000
$2,152,867

The Solid Waste Utility would realize an estimated $4.25 million in revenue and $2.1 million in
expenses in this model. Capital reserve requirement is estimated at $1.1 million/year. There is an
estimated remaining amount of $1 million that can be paid to the City of Moose Jaw in the form
of a franchise fee for expenses associated with the operation of the utility in the community. In
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addition to this, the general tax revenue of $725,000 allotted to the Solid Waste Utility can now be
reallocated back to general tax revenue for new services, increased level of services or other
budgetary considerations. The utility would be able to provide a more sustainable service to the
residents of Moose Jaw.

SUMMARY
In summary the solid waste utility structure needs to be formalized and consolidated. Operational
changes that result in savings (changes to collection) should be implemented and through the utility
these savings can be passed on to customers (residents). Costs associated with the operation of
the utility need to be accounted for in the rate structure. This includes capital costs for
expansion/creation and closure activities and costs associated with operation of the utility in the
community.
In order address the challenges facing the solid waste utility in a cost effective and responsible
manner the recommendations in this report can be summarized and reflected in the chart below
which illustrates the financial impact to individual homeowners.

Landfill
Recycling
Collection
Total

Current
$2.51**
$6.90
$0 ($5.35 tax revenue)
$14.76

Proposed*
$0 (in rates)
$6.90
$6.57
$13.47

*Assumes curbside pick-up, standardized duplex and single family home pick up, bi-weekly collection schedule and
landfill rate changes
**$10,000,000 amortized over 10 years = $8.96/month (11,300 homeowners), 28% of landfill revenue residential
collection, 72% other

Potential Franchise fee/tax
reallocation
Road Rehabilitation
Bridges
Storm Maintenance

$0
$0
$0
$0

$12.72 ($1,725,000)
$5.72
$5.00
$2.00

The proposed changes are recommended as a whole to provide the most impact to the utility. The
relative financial impact of the proposed initiatives within the recommendations can be identified
as follows:
Change
Standard level of service + curbside collection
Ten business day collection
Waste Collection Fee
Landfill Rate Changes

Cost Reduction
$87,000
$348,515

Revenue
$55,348
$890, 892
$696,358
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For reference annual budget estimates are provided below:
2017 Budgeted
Revenue
$3.45 million*
Expenses
$2.65 million
Capital Contribution
$810 k
Franchise Fee
0
*includes $725k from general tax revenue

2017 Proposed (full year)
$4.3 million
$2.2 million
$1.1 million
$1 million

Due to the current position in the calendar year, it is recommended that any changes be
implemented effective July 1, 2017 allowing for proper communication and implementation. This
would effectively reduce 2017’s financial impact by 50%.

RECOMMENDATION:
1) THAT the City Solicitor be directed to bring forward amendments to Bylaw no. 5156 in
accordance to the following recommendations that are passed.
2) THAT City residential waste collection be moved to front curbside collection.
3) THAT a standard level of service is adopted with waste collection whereby single family
dwellings and 2 unit duplexes receive collection; all other properties receive waste
collection through a commercial service provider.
4) THAT the City waste collection schedule be changed to a ten business day (biweekly)
model.
5) THAT the City charge a waste collection fee of $6.57 per month or $78.84 per annum to
each resident receiving waste collection service.
6) THAT the City Landfill rates be adjusted as follows:
Residential Flat Rate
$10
Commercial Tipping Fee (per tonne)
$60
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Respectfully submitted,

Josh Mickleborough
Josh Mickleborough, P. Eng.
Director of Engineering
/ds

Darrin Stephanson
Darrin Stephanson
Municipal Operations Manager

CITY MANAGER’S COMMENTS:

Myron Gulka-Tiechko
A/City Manager
MAYOR’S COMMENTS:

Assuming the utility rate fee on residential
Collection provides a corresponding decrease
in the tax mill rate?
Coun. Don Mitchell
Mayor
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