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Meeting Date: April 13, 2026  

1. Title 

Asset Management Financing Strategy 

2. Recommendations 

That: Council receives the Asset Management Financing Strategy for information purposes, and 

That: Council directs staff to use the Financing Strategy recommendations as guidance for 
2027 budget planning purposes. 

3. Relation to Council’s Corporate Strategic Plan 

Priority: Quality of life and community well-being 
Initiative: Implement a comprehensive plan for parks, recreation, trails, beaches, open space  
and natural areas that provides for infrastructure, programming and services that meets the  
needs of the growing community 

4. List of Stakeholders 

Mayor, Council and Staff of the Town of Fort Erie 
Taxpayers and Ratepayers of the Town of Fort Erie  
Hemson Consulting  

5. Purpose of Report 

The purpose of this report is to present the Town’s Asset Management Financing Strategy 
(AMFS) as of February 10, 2026, which outlines the implementation approach for addressing the 
long-term financial requirements necessary to achieve the proposed levels of service identified 
in the Asset Management Plan (AMP) presented in Report IS-05-2024 on July 8, 2024. This 
report summarizes key findings, financial implications, risks, and recommended actions required 
to support asset sustainability over a 20-year planning horizon. 

6. Analysis 

Background: 

The Town completed the 2024 AMP in accordance with Ontario Regulation 588/17. The AMP 
identified a significant infrastructure spending gap and established proposed levels of service 
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across core and non-core asset categories. 

To address this gap, the Town worked with Hemson Consulting to establish a financing strategy 
that evaluated capital and operating pressures, reserve sustainability, tax and rate impacts, and 
the appropriate use of debt as a financing tool. It also benchmarks Fort Erie against comparable 
municipalities and examines alternative funding scenarios. The intent is to provide Council with 
a structured framework to guide long-term infrastructure investment while balancing affordability, 
fiscal sustainability, and service reliability. 

Summary: 

The Town replacement value of assets is approximately $2.2 billion, of which an estimated two-
thirds are in fair or better condition. To maintain the existing assets based on the proposed 
levels of service set by Council, it requires an average annual investment of $37.3 million for 
tax-supported assets and $15.0 million for rate-supported assets (water and wastewater). Over 
the 20-year planning period, this represents total capital requirements of approximately $786.7 
million for tax-supported assets and $204.1 million for rate-supported assets, including inflation. 
The infrastructure gap in 2025 with the Council approved reserve contributions for tax- 
supported assets is $25.3 million and rate-supported assets is $8 million for a total of $33.3 
million (Table 2). Current funding levels are not sufficient to sustain this investment. Without 
changes, reserves would be depleted within the next decade, and service levels would decline. 
The Financing Strategy therefore evaluates three scenarios that use different blends of taxation, 
reserve contributions, and debt to meet the same infrastructure need. 

The recommended tax levy scenario adopts a balanced approach consisting of a 1.5% annual 
infrastructure levy increase combined with approximately $354.9 million in strategic debt 
financing over 20 years. This keeps debt servicing below 12.5% of own-source revenue, well 
within municipal benchmarks and the provincial 25% limit. Under this model, the average tax 
levy increase is projected at 5.5% annually, compared to a 10-year historical average of 4.5%, 
with assessment growth of roughly 2% helping offset the levy impact. Alternative scenarios were 
also reviewed. A high-debt scenario eliminates the infrastructure levy but pushes debt toward 
20% of revenue, increasing long-term fiscal risk. A no-debt scenario requires much higher 
infrastructure levy increases of approximately 4.2% annually, projecting tax levy increases from 
7.4% over the first 5 years to 6.3% over the 20-year period, creating immediate affordability 
pressures despite eliminating borrowing flexibility. 

For rate-supported services, achieving full cost recovery requires rate increases rather than 
large short-term increases. Water and wastewater systems face $204.1 million in lifecycle 
capital needs and significant operating cost growth driven largely by Regional treatment charges 
of 5% to 9% per year. Average annual rate increases of approximately 1.6% for water and 2.3% 
for wastewater are required to rebuild reserves over 20 years and maintain service reliability. 
While these increases exceed historical norms, the analysis shows that delaying investment 
would accelerate asset deterioration and lead to significantly higher long-term costs. The 
balanced scenario stabilizes reserves, protects service levels, avoids additional debt, and 
distributes infrastructure costs fairly across generations while maintaining financial flexibility. 

Table 1 (Appendix 1) below demonstrates the average annual investment need related to 
renewal. These investment needs are the main driver of capital costs in the AMFS analysis. 
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Table 2 shows the infrastructure gap in 2025 with the Council approved reserve contributions 
for tax-supported assets of $25.3 million and rate-supported assets of $8 million for a total of 
$33.3 million, an increase from the previously reported $29 million in the 2024 AMP. 
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Table 3 (Appendix 1) outlines the three levy scenarios evaluated through this analysis, with 
Scenario 1 representing the recommended approach. 

 

1. TAX SUPPORTED ASSETS 

a) Investment Requirements 

The AMP identifies average annual investment need of $37.3 million (2025 dollars) to meet 
proposed service levels for tax-supported assets. Table 1 listed the cost drivers, including 
stormwater and roads.  

Over the 20-year planning period, total non-growth (investment required to maintain, rehab or 
replace existing infrastructure) capital expenditures are projected to be $786.7 million. This 
investment is required to maintain service reliability, asset safety, and regulatory compliance. 
The key reports used to project capital expenditures are multi-year operating budgets, 10-year 
capital forecasts, Financial Information Returns, the 2024 AMP and the 2023 Development 
Charge (DC) Background Study. 

Figure 3 (Appendix 1) illustrates the projected annual tax-supported capital expenditures 
needed to meet proposed service levels, comparing the Town’s existing capital plan with the 
additional investment required to close the infrastructure funding gap. It shows how cumulative 
non-growth capital spending totals approximately $786.7 million over the 2025–2045 period. 
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b) Operating Cost Pressures 

The Town’s 2025 tax levy of $36.8 million included $25.2 million in net operating costs, 
representing regular service delivery expenses such as staffing, maintenance, and contracts, 
net of non-tax revenue (e.g., user fees, licenses, fines, investment income). This excludes tax-
funded debt and AM reserve contributions, addressed separately in the financial forecast.  

Staff did not identify a significant need for additional operating costs associated with capital; 
however, this assessment is highly dependent on evolving economic and operational conditions. 
For the purposes of this analysis, operating costs were assumed to increase by 5% annually 
and were not examined in detail. 

Figure 2 shows that, over the 2025-2045 period, net operating costs are projected to grow from 
$25.2 million in 2025 to $52.3 million in 2045. The drivers include: 

 Population growth (1.5%) 
 Inflation (2% for operating & 3% capital related costs) 
 New service requirements 
 Additional net operating costs are for extended staffing and maintenance, estimated at 

$500K initial plus $150K every year for 5 years, remaining constant at $1,250,000 per 
year for the remainder of the 15 years inflated. 
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c) Asset Management Reserve Targets 

To maintain financial resilience, it is the industry norm that asset management reserves target 
1% to 3% of asset replacement value. This strategy assumes a 2% reserve target, and a 3% 
annual inflation, increasing contributions from $17 million in 2025 to $52.4 million in 2045. 

Based on $1.5 billion in tax-supported assets, there is an immediate reserve requirement of 
$29 million (Table 4 below). Reserve growth is supported through annual tax transfers, the 
proposed 1.5% infrastructure levy, reallocation of matured debt to reserves, and continued 
grant funding from the Canada Community Building Fund (CCBF) and the Ontario Community 
Infrastructure Fund (OCIF), with OCIF assumed to decline over time. Staff recommend 
updating the Reserve Policy to align contributions with long-term sustainability targets. 

Table 4 shows recommended reserve levels, the reserve funding gap to reach those levels, and 
proposed contributions based on the infrastructure gap. In 2025, the Town’s reserve funding 
gap is $12 million, which is below the 2% target for tax-supported assets. It also suggests 
changes to both tax and rate-supported contributions based on 2025 funding levels. 

              

Figure 4 (Appendix 1) shows the proposed projected growth of asset management reserves 
from approximately $14 million (updated to $17 million above) in 2025 to $52.4 million by 2045. 
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d) Debt Financing Strategy 

Debt is identified as a necessary financing tool to undertake capital over the 20-year forecast 
period. For comparative purposes the Town currently has one of the lowest debt levels among 
peer municipalities. The projected new tax-funded debt is $354.9 million over 20 years which 
would have a 1.5% average impact to the tax levy. 

Debt servicing would peak at approximately 12% of own-source revenue, remaining below the 
provincial limit of 25% and in the typical municipal policy range of 10–15%, as shown below in 
Figure 5 (Appendix 1). 

            

e) Infrastructure Levy Recommendation 

Following detailed analysis, staff recommend implementing an annual 1.5% infrastructure levy 
applied to the previous year’s tax levy to strengthen asset management reserves. For example, 
1.5% multiplied by the 2025 tax levy of $36.8M would have resulted in $552,000 for 2026. This 
levy is necessary to stabilize long-term capital funding. 

Tax Impact: 

Figure 1 (Appendix 1) shows the 10-year historical average tax levy increase is 4.5% which 
includes assessment growth. The proposed tax levy increase for the next 20 years is 5.5%. This 
means that while taxes are projected to increase 5.5% annually, only 3.6% impacts taxpayers as 
the remaining 1.9% is a reduction from assessment growth related to new development. 
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f) Recommended & Alternative Scenarios 

The Town’s recommended approach is Scenario 1 above, a balanced financing strategy. Two 
additional scenarios were also evaluated for comparison. 

Scenario 2 – Heavy Debt, No Infrastructure Levy 

 Lower short-term tax increases 

 Debt reaches ~20% of revenue 

 Increased long-term fiscal risk 

Scenario 3 – No Debt, High Infrastructure Levy 

 Requires 4.2% infrastructure levy 

 Immediate tax pressure 

 Eliminates borrowing flexibility 

Strategies that limit debt or hold funding flat would increase fiscal risk by eroding reserves or 
compromising service levels, making the proposed scenario the more suitable option. Figure 8 
(Appendix 1) compares the annual tax levy increases based on the three scenarios analyzed 
with Scenario 3 having the highest tax increase. 

    

 

g) Risks of Maintaining Current Funding 

Continuing under current funding levels would create financial pressures that are not sustainable 
over the long term, resulting in the following: 

 Asset reserves become negative by 2028 
 Deferred maintenance escalates costs 
 Increased infrastructure failures 
 Service disruptions 
 Regulatory risk 
 Reduced asset life 

Table 4 (Appendix 1) summarizes the proposed levels of service approved by Council through 
the 2024 AMP. Ontario Regulation 588/17 requires an annual update to Council on progress 
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implementing the AMP and any barriers to its delivery. Staff will bring a report June 8, 2026 on 
actual service levels to ensure Council has current information to inform decisions related to 
funding the infrastructure gap and evaluating if service levels remain appropriate. 

  

 

2. RATE SUPPORTED ASSETS WATER WASTEWATER 

Water and wastewater systems are driven by customer demand and operate under full cost 
recovery, meaning rates fund operating costs, capital renewal, and reserve contributions over 
the 20-year period. While full recovery cannot be achieved in the short term without significant 
rate increases, the long-term financial strategy is designed to phase in cost recovery gradually. 

a) Operating Cost Pressures 
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Billed water demand is expected to grow moderately from approximately 2.8 million m³ in 2025 
to 3.2 million m³ by 2045, while wastewater flows follow the same trend. If growth occurs more 
slowly than forecast, higher rate increases would be required to maintain cost recovery. 

Operating costs are projected to grow from $8.1M in 2025 to $21.9M in 2045 for water and from 
$12.7M to $40.8M for wastewater. See Table 5 and Table 6 below (Appendix 1). The drivers 
include Regional charges, inflation, staffing, regulatory compliance, and growth servicing. 

 

 

b) Investment Requirements and Asset Management Reserves 

A total 20-year capital investment of $204.1 million is required to maintain system reliability and 
lifecycle needs. About $67.5 million is required in the first 10 years to support planned capital 
works. The forecast assumes reserve balances are sufficient to fund annual capital needs, so no 
new debt financing is required under the model. Ongoing reserve contributions are built into the 
rate structure to support future repair and replacement, allowing the Town to gradually expand 
its capital program as reserves strengthen. 

Figure 19 (Appendix 1) shows that while the Town’s water and wastewater reserves remain 
positive throughout the forecast period, they fall below the identified minimum thresholds due to 
significant use of funds for capital in the first ten years and are projected to remain relatively flat 
over the following decade as additional rate-funded capital projects are undertaken. 
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c) Rate Impact 

The current reserve levels are below benchmark and need to be built over the 20-year period 
through continued increases to avoid large future increases. To achieve full cost recovery and 
meet proposed service over the long term, it will require incremental average annual capital 
investment increases of 1.6% for water and 2.3% for wastewater. When combined with long-
term operating pressures of 3.3% and 4.1% this results in estimated annual increases of 4.9% 
for water and 6.4% for wastewater. Note that the associated operating pressures vary over the 
20-year period based on economic and operational conditions and assumes minimal additional 
operating requirements related to capital by staff. 

It is important to note that the Town’s progress toward full cost recovery is significantly 
influenced by the Region supply and treatment requirements and the associated costs imposed 
by the Region. The Region has forecasted treatment charges to increase by 9% until 2031 
before decreasing to 5% per year thereafter.    

Figure 18 (Appendix 1) shows the impact of rate increases with projected combined annual 
water and wastewater bills for a household consuming 192 m³ per year from 2025 to 2045.   

      

3. BENCHMARKING RESULTS 

Fort Erie compares favorably to peer municipalities in the following key areas: 

 Among lowest debt levels. 
 Strong reserve contribution relative to tax levy. 
 Moderate to high reserve contributions relative to replacement value and revenues for 

rate-supported assets.   

This provides capacity to responsibly increase infrastructure investment. Please refer to 
Appendix B: Benchmarking Review of the Financing Strategy for more information. 

7. Financial, Staffing and Accessibility (AODA) Implications 

The Financing Strategy outlines long-term financial requirements needed to maintain 
infrastructure and achieve the proposed levels of service in the AMP. Implementation requires 
sustained increases in capital reserve contributions and strategic use of debt, which will be 
addressed in future budget processes. Some incremental staffing and operational adjustments 
may be required over time and will be reviewed annually and brought forward during annual 
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budgets. There are no direct accessibility (AODA) implications associated with this report. 

8. Policies Affecting Proposal 

By-law 136-2023 adopted Council’s 2023-2026 Corporate Strategic Plan 

By-law 078-2019 AMP Policy 

By-law 93-12, as amended, adopted the Reserve Policy 

By-law 20-2024, as amended, By-law 21-2024 and By-law 22-2024 approved DCs 

9. Comments from Departments, Community and Corporate Partners 

Finance consulted with internal departments in developing and reviewing the Financing strategy. 
Departments confirmed that projected capital and operating pressures align with the lifecycle 
needs identified in the 2024 AMP. The strategy reflects a coordinated corporate approach to 
maintaining infrastructure and sustaining service levels over the long term. 

Staff recognize that achieving the proposed levels of service will require sustained long-term 
investment and cross-departmental coordination. The AMFS provides a shared framework to 
guide future capital planning, reserve management, and operational decision-making. 

The Federal and Provincial governments announced the Build Communities Strong Fund on 
March 30, 2026 which included new funding and reductions to DCs. It is not known at this time 
how it will impact municipal DC collections, reserves and debt requirements for capital projects. 

10. Alternatives 

Council could choose to delay or reduce the recommended strategy. However, maintaining 
current funding levels would result in reserve depletion, deferred maintenance, and declining 
asset condition. Alternative strategies relying solely on debt or significantly higher infrastructure 
levies were reviewed and present greater long-term financial risk or affordability challenges. The 
recommended balanced approach provides the most sustainable outcome. 

Recent discussions about governance and municipal efficiencies have referred to other potential 
organizational structures, such as Water and Wastewater Public Corporation(s) under the Water 
and Wastewater Public Corporations Act, 2025. These alternatives impact long-term finances for 
the rate program that would need to be evaluated as part of the business case development. 

11. Communicating Results 

If accepted, the Financing Strategy will be incorporated into future budget planning and asset 
management reporting. Key messages will be communicated through budget presentations, with 
levels of service updates, public financial materials, and updates on the Town’s website to 
support transparency and understanding of long-term infrastructure funding needs. 

Additionally, under Ontario Regulation 588/17, municipalities are required to provide Council 
with annual updates on progress implementing the AMP and any barriers to delivery, including 
reporting on actual service performance to support informed decisions related to funding the 
infrastructure gap and evaluating whether service levels remain appropriate.  
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12. Conclusion 

The Financing Strategy provides a practical roadmap to address the Town’s infrastructure 
funding gap while maintaining financial sustainability. Adoption of the recommended approach 
supports predictable investment, protects service levels, and reduces long-term financial risk. 
Proactive action today helps avoid higher costs in the future. Recommended actions include: 

 Use the 20-year Financing Strategy as the guiding framework. 
 Target a 1.5% annual infrastructure levy for tax-supported assets. 
 Establish a formal debt policy target of 10-15% of own-source revenue. 
 Target a 1.5% annual increase to fund additional debt for tax-supported assets. 
 Target a 1.6% water and 2.3% wastewater rate increase for rate-supported assets. 
 Target reserve balances of 1-3% of asset replacement value. 
 Review the strategy annually during budget deliberations. 
 Integrate AMP funding targets into long-term financial planning. 

13. Report Approval 

Prepared by: 
Sonja Bovan, CPA, CA 
Manager of Financial Systems and Process Improvements 

Submitted by: 
Jonathan Janzen, CPA, CA 
Director of Corporate Services 

Approved by: 
Chris McQueen, MBA 
Chief Administrative Officer 

14. Attachments 

Appendix 1 – AMP Financing Strategy 

Appendix 2 – Hemson Fort Erie Council Presentation 


