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Asset Management Webinar Series

1) Leadership and Governance in Asset Management

2) Establishing Asset Hierarchy & Conducting Data Gap Analysis

3) Understanding Service Levels

4) Using Risk Assessments to Identify Local Priorities

5) Developing a Financial Strategy Using Whole Lifecycle Costs
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https://www.buildingcommunities.ca/asset-management/asset-management-support-municipalities
https://us06web.zoom.us/webinar/register/WN_ffEdQNeFSla5rJPhurYmLA
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https://us06web.zoom.us/webinar/register/WN_g36ovGctQeuHMlTFwkTPYw

AGENDA

= Panel Discussion
= Brad Brookman, Director of Finance/Treasurer, Municipality of North Grenville
= Donna White, Director of Finance, Township of North Huron

= Overview of Financial Model
= Troy Mander, Asset Management Ontario
= Mayuri Bharkhada, Asset Management Ontario

" Q&A
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Panel Discussion

= Long Term Financial Implications of New Assets
= When acquiring new infrastructure asset, how can municipalities
estimate future operations, maintenance and capital costs
associated with the new asset?

Identifying and Tracking Asset Lifecycle Costs

= How can staff from finance effectively collaborate with other
departments to identify typical annual operations and maintenance
activities and track relevant costs?

= Budget Policy and Asset Management (AM) Policy
= How important it is for a municipality’s budget policy to be aligned
with its AM policy to ensure capital and operating projects proposed
in the budget are also highlighted in the AM plan?
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Connection to O.Req. 588/17

The 10-year AMP must include a forecast of the municipality’s annual
capital & operating expenditures to sustain current & desired LOS

The AMP must also include:
What works/activities the municipality can afford to undertake
What works/activities cannot be undertaken & how will the risks be managed

An objective of O.Reg 588/17 is to encourage municipalities to determine
their infrastructure funding gap & how it will be managed




Infrastructure Funding Gap

» A measure of financial sustainability
> l.e. larger funding gap = less sustainable AMP

» Relative to the municipality’s
- Levels of service & risk targets
* Whole life cycle strategies & costs

 Risk tolerances

« Reserves & revenues Infrastructure

funding gap

Funding shortfall

«  The calculation period
Required Capital +

O&M costs to maintain
LOS targets over the Projected Capital &
AMP period O&M funding available
over the AMP period




Whole Life Cycle Costs & Total Cost of Ownership

Total Cost of Ownership 1 |
Capital
Expenditures

Total Expenditures Over Time

Oo&M
Expenditures

Asset Life Cycle




Whole Life Cycle Expenditures
I L R N

New asset or an asset
upgrade/expansion to improve
performance beyond the original
design conditions.

New/Create or
Upgrade

Significant asset renewal work or full
replacement toward achieving
original design conditions and
extending asset life.

Replace or
Rehabilitate

Activities that have no affect on
preserving asset condition but are
required for, or are part of asset
utilization.

Operations

Maintenance The ongoing day-to-day activities to
keep assets operating at original
design conditions & maximize

service life.

Assets upsized for additional capacity Capital
New assets for back-up or emergency capacity

Upgrades to provide service resiliency

New assets to service growth or new services

‘Like-for-like” asset replacements Capital
Relining, resurfacing, reconditioning of assets

Significant periodic mid-life refurbishments (can also be

major maintenance)

Daily monitoring & operation activities Operating
Various charges & daily overhead costs

Consumables such as electricity, fuel, water, chemicals,

salt, calcium chloride

Scheduled asset servicing & adjustments Operating

Reactive repairs to correct asset faults
Modest alterations or reconfigurations



Capital or Operating Expense?

Is the expenditure related to:
A new asset to improve original design or service
levels?
Replacement of the asset to increase or maintain

original design conditions?
Major refurbishment or renewal of the asset to
extend asset life?

*|s the expense greater than Operating
SX? Budget

Does the item have a useful life

greater than one year?

Capital *Note: Each Municipality’s budget policy
Budget should define the threshold between
Operating and Capital expenses




Rehabilitative Life Cycle Strategies Save Costs
& Maintain Better Services

Renew then replace life cycle strategy: TCO = S5/yr.
Replace-only life cycle strategy: TCO = $12/yr.

Total Life Span Benefit

End of Useful Service Life B, R A RSB SRS o

Higher O&M zone due to deterioration & emergency
repairs

)

|
Replace Zone

|
Renew Zone




Life Cycle Strategy & Cost Information

Previously completed projects

Municipal AMPs

Communities of Practice

Staff expertise: Engineering, Finance, Infrastructure Planning & Operations
Asset replacement & maintenance history

Value Engineering, Environmental Assessments & other engineering studies
Condition Assessments

Consultants

Materials suppliers

Contractors




Life cycle strategies & costs differ between municipalities:

Community & asset levels of service targets
Risk tolerances

Operations & maintenance practices
Demands

Climate

Geography

Soil conditions

Local building codes

Approved materials specifications
Construction practices



Conclusions

Consider ALOS & life cycle strategies in combination to maximize
renewal options & asset value

Consider Total Cost of Ownership implications when creating new assets
i.e. can we afford to maintain a new facility over the long term

Ensure clear organizational guidance on what are capital, operating &
maintenance activities & expenses

Develop & maintain life cycle unit costs for repeatable budget estimates &
developing financing strategies
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Achieving a Sustainable Balance

AMONTario AT
Financial

Risk &

Priority
Model
Models

Financial Planning
Whole life cycle costs, revenue
& reserve requirements

Asset Planning
LOS framework, life cycle
strategies & risk

Sustainable Services

Value for LOS




Asset Planning Analysis (Risk Package)

Are the risk targets being exceeded End Analysis 1
(cells highlighted red)?

Possible Actions as part of the Budget:
* Increase revenues
* Use debt to finance improvements
* Change project scope, reduce or
defer expenditures
Can all the variances be affordably * Acquire more human or technical
addressed based on approved or typical resources
funding allocations for the Asset Class? * Accept higher risks/less service in
the short term
* Reduce ALOS targets and accept
No higher risks/lower services over the
Run ALOS, long term

Asset Class Yes * Advocate for funding support from
.&/.or Asset senior levels of government
P”O”tiMOdels Combination of above
A
Allocate the amounts of capital funding Are the residual risks
that can reasonably afforded across ALOS, & risk levels
Asset Class or Asset priorities. acceptable? No




Com pleted Risk AnalyS|S Step 2. Adjust asset distributions and Likelihood of

Failure based on affordable 10-year capital investments

I Current state of assets and risks I )

Asset Level of Service Information Consequences Risk Targets Current State Risk & Financial Analysis Financial Plan Analysis
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I Total costs of asset needs Step 3. ATOS risk

reductions per affordable
Step 1. Enter affordable 10-year capital investments 10-year capital

investments -




AMONTario’ s Financial Model
November 51", 2021
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TAB 1: Calculating Annual Operations and Maintenance Costs by Asset Class
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TAB 2: Calculating Capital Costs by Asset Class for System Assets only
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TAB 3: Summary and Total Cost of Ownership for Systems Assets
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TAB 3: Summary and Total Cost of Ownership for
Facilities, Bridges & Major Culverts Assets
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TAB 4: Facillities Investment Model
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TAB 5: Capital Life Cycle Modelling for System Assets

n_service_dese
[ ARset_tame Lo monthrdate) Ounntity 11 "7 m ms nm
LLLLE LALL
MO LR L WD Urtan Rosd 3 10200500 1%

SOUK | Becyche Cont | Avvat Retirement Your

1 1,878 500 2090

3 3,478,500 080

wn R WED Urtar Bnait 3 10140503 2

'Q:n_‘,!ﬂ_'n “«'P yreax ‘nld-? 7009503 i
EE WEB Urtae Snpd ¢ 2005-040} = 60
Y T 3 7 —

|3 Jositem 204e
15—t LX) 039
ols _ 13zmoo Ea)
3 3647 500 2047

e fon Sus oo ot Joo
|
y-vu-r—.mum
b o b oo e b
bow [ bon v e b

M L
- 4 oy oy vy

H
H
3
3
]
5
5
)
S
]
3
3
8
s

Yol s s s 5 s 50,007,500

Yeor 36 Year 87 Year Yeur % Yeor 100

it Legend w6 w7 - w e

P2 Srepugiiared or caiviiared feids
28 Datp srocy Moty

- -
&
g
8

LM o 1

1o 111 2 43 s
" 1 ol i i
210 w 1. Pat) po

_ 5. Life Cycle (System) S Life Cycle (Facilities) 6,10-year Finanong (AIl) ... & ‘ N

AM@NTario

ASSET MANAGEMENT ONTARIO




TAB 5: Capital Life Cycle Modelling for Facilities, Bridges & Major Culverts
Assets
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TAB 6: 10 Year Financing by Asset

Class
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TAB 7: 10 Year Reserve Financing for all Asset Classes
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Questions?

Troy Mander, Asset Management Ontario (AMONTario)
E: troymander@amontario.ca

Mayuri Bharkhada, Asset Management Ontario (AMONTario)
E: mayuri@amontario.ca

Chris Chen, Asset Management Ontario (AMONTario)
E: chrischen@amontario.ca

Brad Brookman, Director of Finance/Treasurer, Municipality of North Grenville
E: bbrookman@northgrenville.on.ca

Donna White, Director of Finance, Township of North Huron
E: dwhite@northhuron.ca

Chris VanDooren, Program Manager, Canada Community-Building Fund, AMO
E: ccbf@amo.on.ca

A ". Webinar presentations, templates and recordings can be accessed here
#ssociabion of
Municipalities Ontario


https://www.amontario.ca/
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https://www.amontario.ca/
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mailto:chrischen@amontario.ca
mailto:bbrookman@northgrenville.on.ca
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mailto:ccbf@amo.on.ca
https://www.buildingcommunities.ca/asset-management/asset-management-support-municipalities
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416-971-9856
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