
 
 

 
Administrative Report 
 
Date:  September 17, 2012 Council Meeting 
To:    Finance Chair Brennan, Mayor Vanderheyden, and Council 
From:   Ralph Coe, CAO 
Re:  Financial Update/Capital Projects 

 

Purpose of Report 

 
1. To provide clarity on the financial position of the Municipality in relation to current and 

future operations and capital priorities for the Municipality. 
2. To provide a status update on the proposed indoor pool project and the impact on 

future operations and capital needs.  
3. To provide a staff recommendation regarding the project, and seek direction from 

Council as to how staff are to move forward 
 
Financial overview and future capital/operating projects 
 
The municipality has made significant progress in recent years to leverage County, Provincial, 
and Federal funds   to make improvements to infrastructure, recreation and economic 
development within the municipality.   
 
This progress has been achieved with use of municipal reserves, cash from remaining reserves, 
minimal tax increases, and limited borrowing relative to the significant work that has been 
achieved. ( over $30 million in total  including West Middlesex Memorial Arena renovation, 
investment in Mt Brydges  infrastructure, water, sewer, industrial area expansion, 
Museum/Library/Employment Resource Centre, roads, sidewalks etc.) This rapid investment in 
our communities through numerous partnerships and grants has come with a price. 
 
The municipality has also used reserve funds to keep tax rates low for our residents the last few 
years. 
 
Reserves have been depleted for reasons that have provided significant benefit to the 
ratepayer. However, the municipality requires a recovery period to stabilize and rebuild 
reserves so that we can move forward and build for the future.  In addition we must maintain 



spending where possible in order to ensure the quality of services our residents and business 
community expects.  
 
In addition, the municipality has 3 unforeseen, outstanding and unbudgeted claims from 
existing infrastructure projects as a result of poor soils and water table.  These have the 
potential to create an additional financial drain on our municipal funds.  
 
Many municipalities and all levels of government are facing these issues, this is not unusual. 
What makes this situation unique for Strathroy-Caradoc is the significant impact it has on our 
tax rate and our ability to manage the municipality.  
 
2012 Budget Year 
 
In the 2012 budget process Council committed to complete the infrastructure projects currently 
underway.  These included  Metcalfe St. pumping station , Trout Creek infrastructure, 
Museum/Library, Mt Brydges sewers etc.  There is (up to an additional $2 million in loans 
budgeted in 2012 if required to complete these projects. All other 2012 capital projects were 
postponed to the future 5 year capital plan.  The exception was the indoor pool project based 
on the grant award.    
 
The 2012 operating and maintenance budget was reviewed in detail exploring  new revenue 
opportunities and  cost savings,  Adjustments were made to program areas including reductions 
in staff levels, expenses,  maintenance and  limited replacement programs for equipment and 
infrastructure.  All departments/programs have shared in achieving the necessary cost savings 
from the 2011 expenditures.  This is an ongoing process however our 2012 operating budget 
remains strained as we work to continue to maintain the same level and quality of service to 
our ratepayers.    
 
What lies ahead   
 
Council is faced with the wants and needs for several capital projects, with little in the way of 
funding options to pay for them. Borrowing is required for the majority of any new project.  
These decisions will be reflected in the tax rates for residents and/or service cuts. We also 
require flexibility for the future to deal with the unforeseen needs and engage in partnership 
opportunities. Considerations include 
 

• Competing capital priorities with restricted reserves, requiring further borrowing (5 year 
capital plan requires approximately $30M) 

• Strained loan capacity – indoor pool project and capital priorities currently on the books 
would exceed our debt carrying capacity (not including unforeseen costs) 

• Anticipated 6% tax increase for indoor pool facility alone (to cover approximate costs of 
capital loan of $440,000 per year and annual operating expenses of $280,000) 

• Significant outstanding legal issues related to infrastructure projects. 



• Annual commitments associated with required operating and maintenance costs. 
(inflation, contracts etc.)  

Pool Project Update 
 
The municipality was fortunate to receive a 4 million provincial grant to construct a pool within 
the municipality.  Completion is required by March 2014.  The following is a brief listing of 
preparatory work and discussions to date.  
 
Council approved construction of indoor pool January 9, 2012, at an amount not to exceed 
$11.2M. Additional costs include architectural and engineering fees ($760,000) plus furnishings 
for the facility. Important: At the time of this decision Council had not been provided a clear 
financial picture with respect to reserves, cash availability and financial position to support 
this and future projects.   
 

• Staff, Consultants, Committees and partners have worked toward selecting a site 
connected to the WMMC and  determine if the site is acceptable through soil, water and 
infrastructure needs to construct the pool complex  Two sites were investigated, all 
proving to be problematic due to soils and groundwater issues, resulting in high risk and 
significantly increased costs above approved budget 

 
• We have been cautioned by a soil consultant that the extent of the cost increase is 

unknown until the tendering process is complete; 
• Non-typical construction methods required to address the issues of unstable soils and 

high water table; 
• Confirmed minimum project cost increase $670,000 due to soil conditions and site 

servicing requirements (relocation of water main, installation of sanitary sewer and 
redesign and installation of storm sewer) 

• High risk and uncertainty associated with site engineering work in proposed scenario – 
soil consultant not confident that the proposed solution is viable; 

• Consultation with other municipalities facing similar geotechnical issues revealed 
consistent over-expenditures 

• Anticipated cost of pool project unknown 
• Confirmed funding sources to date are limited to Provincial funding and community 

donations (approx. $4M) 
• Over $8M required through fundraising and taxation (balance) 

 

• An additional $2 million is required to undertake Metcalfe St sewers to accommodate the 
operating needs of the pool. The sewer infrastructure  is required however the construction 
of the pool at this site will require immediate construction rather than scheduling as funds 
are available  

• Pool requires a combined expenditure of over $14 million with additional risk on both the 
pool and sewer projects due to site conditions.  

 



Consideration  

 

The municipality is progressive and fiscally responsible and the current fiscal realities, 
economic environment, and overall short and long term capital and operating needs of the 
municipality will be significantly impacted by one project.  Concerns of the impact of other 
community needs for safety, service and economic development are real without significant 
tax implications and service changes.   The request for reconsideration is not about the 
recognized value of the indoor pool project and its recreational benefits to the community.  It 
is about the money and our need to stabilize and to plan and build for the future and a strong 
community.   

 It is respectfully recommended that:  

Recommendation: 
 
Council reconsider the decision of January 9, 2012 to construct an indoor pool facility and 
further that the indoor pool facility not be built at this time due to finances, and that an 
alternative plan be considered to utilize the Provincial grant contribution and partnerships in 
enhancing aquatic recreational opportunities for the municipality. 
 


