CONFIDENTIAL

Halifax Water

Two Year Business Plan

2010/11 and 2011/12

Approved by Halifax Water Board
February 18, 2010




Glossary

AM
AWWA
BMPs
BOD5
CBOD
CCC
CCME
CCS
CCTV
CEU
CIP
COSS
CSIF
CSO
EM
EP
ERA
FCM
GTU
HHSP
HRM
1&I
ICI
IFAC
IS
IWA
MRIF
NGO
NSE
NSERC
NSPI
NSUARB
Pl

P2
RFP
RTU
SCADA
SIR
SOP
SSO
TRC
TSS
uv
WEF
WRF
WSC
WWM
WWTF

Halifax Water Two-Year Business Plan
2010/11 and 2011/12

Asset Management

American Water Works Association

Best Management Practices

Biochemical Oxygen Demand [5 Day Period]
Carbonaceous Biochemical Oxygen Demand
Capital Cost Contribution

Canadian Council of the Ministers of the Environment
Customer Care and Service

Closed Circuit Television

Continuing Education Unit

Capital Infrastructure Program

Cost of Service Study

Canada Strategic Infrastructure Fund
Combined Sewer Overflow

Environmental Management

Environmental Protection

Environmental Risk Assessment

Federation of Canadian Municipalities
Green Thermal Utility

Halifax Harbour Solutions Project

Halifax Regional Municipality

Inflow & Infiltration

Industrial, Commercial & Institutional
International Financial Accounting Standards
Information Systems

International Water Association

Municipal Rural Infrastructure Fund
Non-Government Organization

Nova Scotia Environment

Natural Sciences and Engineering Research Council
Nova Scotia Power Incorporated

Nova Scotia Utility and Review Board

Plant Information

Pollution Prevention

Request for Proposal

Remote Terminal Unit

Supervisory Control and Data Acquisition
Stormwater Inflow Reduction

Standard Operating Procedure

Sanitary Sewer Overflow

Total Residual Chlorine

Total Suspended Solids

Ultraviolet

Water Environment Federation

Water Research Foundation

Wastewater and Stormwater Collection
Wastewater Management

Wastewater Treatment Facility



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

Table of Contents

Glossary i

Table of Contents T i
EXECUTIVE SUMMARY

2. INTRODUCTION

3. ORGANIZATIONAL STRUCTURE......ccorsismmmssrsanmsammssssssssasssssassssnsmsansesssssssssssssssmsmssnssasasssssasasasnsss sessstsisss 4

4. CURRENT RATE STRUCTURES

4.1. Urban Core and Satellite Systems.
4.2.  Airport/Aerotech System

5
5
6
CCME REGULATORY FRAMEWORK 6
8
8
8
9

5.
FINANCIAL PROGRAMS AND BUDGETS
6.1.  Capital Program
6.1.1. Asset Management and a Vision to Sustainable Infrastructure ...
6.1.2. Capital Budgets: 2009/10; 2010/11 & 2011/12 ...cvosmsssmscmsinscsssssisssssinssssmsrsssrsssssssssases
6.1.3. Eastern Passage Wastewater Treatment Facility Upgrade.......ommmmmmmmimnn. 10
6.2.  Capital Funding Strategies . " 11
6.3.  Operating Budgets: 2010/11 and 2011/12. 12
7. OPERATIONAL REQUIREMENTS 15
7.1.  Cost of Service Study... 15
7.2, Continuous Improvement Program 16
8. BUSINESS RISKS AND MITIGATION STRATEGIES 16
8.1.  NSE Regulatory Compliance . 17
82.  Pending CCME Wastewater Regulations 17
8.3,  Development Pressures/Obligations. 18
84. Water Conservation 19
8.5.  Halifax Harbour Solutions Project 20
8.6.  Aerotech and Small Wastewater Treatment Facilities 20
8.7. Energy Costs 21
8.8. Leachate Treatment.. .21
89.  External Funding 21
810. Eastern Passage Wastewater Treatment Facility Upgrade 22
9. RECOMMENDATIONS FOR RATE APPLICATION. 22
10. COMMUNICATIONS STRATEGY - 24
APPENDICES
A - Organizational Chart
B - Current Department Programs

B.1. Water Services

B.2. Wastewater and Stormwater Services
B.3. Finance and Customer Service

B.4. Engineering and Information Services
B.5. Environmental Services

B.6. Human Resources

-1i-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

C - Safety & Security
C.1.  Occupational Health and Safety Program
C.2.  Corporate Security Program

D - Water & Wastewater Service Districts and Supporting Infrastructure
E - Mission, Vision, & Corporate Balanced Scorecard

F - CCME Work Plan

G - Projected Annual Capital Infrastructure Investment Plan

H - Approved 2009/10 Capital Budget and Proposed 2010/11 and 2011/12 Capital Budgets
I - Projected Operating Statements

i



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

1. EXECUTIVE SUMMARY

As a result of the transfer of HRM’s wastewater and stormwater assets to Halifax Water on August 1,
2007, the Nova Scotia Utility and Review Board (NSUARB) held a public hearing in October, 2007, to
ratify rates, rules and regulations previously approved on an interim basis by the NSUARB. The
NSUARB review concluded with an Order on March 3, 2008, which amongst other things directed
Halifax Water to conduct a formal cost of service study (COSS) for the wastewater and stormwater side
of the business. Halifax Water responded by issuing a request for proposals to carry out a COSS for all
three regulated services delivered by the utility; water, wastewater and stormwater. The COSS was
completed in January, 2010, and revealed that rate restructuring was necessary to ensure fair and
equitable treatment for all customer classes. The COSS determined that the current rate structure for
water was fair and equitable, but the rate structure for wastewater and stormwater was not. In particular,
the COSS determined that Industrial, Commercial and Institutional (ICI) customers were subsidizing
residential rates, and readjustment was necessary to ensure conformance with the Public Utilities Act.
The study also recommended that a separate stormwater rate be developed to charge customers for the
service based on the area of impervious surface rather than water consumption.

Prior to the merger in 2007, HRM and Halifax Water recognized the deteriorated state of wastewater and
stormwater assets and determined that a new way of doing business was warranted. In particular, the
wastewater and stormwater system in HRM, typical of many North American utilities’, has an
infrastructure deficit in the order of $700 million (M) and will soon be subject to stricter environmental
regulations as part of the Canadian Council of the Ministers of the Environment (CCME) municipal
wastewater effluent strategy. The CCME strategy was ratified on February 17, 2009, and implementation
through provincial regulators is underway. The CCME strategy puts forward requirements for a national
performance standard which includes a minimum standard of secondary treatment for all municipal
effluent and calls for a management plan to reduce combined sewer overflows (CSOs) and the elimination
of sanitary sewer overflows (SSOs), all for the betterment of the environment and public health
protection. The CCME plan is estimated to cost $250M for Halifax Water and must be completed over a
30 year period. In anticipation of these stricter environmental regulations, Halifax Water structured the
utility in 2007 to meet these requirements head on.

In response to stormwater drainage concerns, Halifax Water is proposing a cost sharing program with
HRM to extend piped stormwater services. This capital program over a 25 year period has an estimated
cost of $600 M with HW contributing $200 M on the basis that the investment will provide a benefit with
inflow and infiltration (I&I) reduction in the wastewater system.

In addition to these challenges, in 2010, Halifax Water will be receiving wastewater assets in Dartmouth
and Herring Cove associated with the Halifax Harbour Solutions Project (HHSP) from HRM. Halifax
Water also has the lead responsibility to recover the Halifax wastewater treatment facility (WWTF) after
a flood on January 14, 2009. The Halifax WWTF and its related collection system were transferred to
Halifax Water on June 1, 2009, and are expected to be in full operation by late May 2010.

! In May, 2009, the Aspen Institute published the document Sustainable Water Systems: Step One-Redefining the
Nation's Infrastructure Challenge, a report of the Aspen Institute's dialogue on sustainable water infrastructure in the
US, and in November 2009, The Conference Board of Canada published the report Improving Infrastructure
Management: Municipal Investments in Water and Wastewater Infrastructure, with a focus on investment in
municipal infrastructure
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Halifax Water also has two major infrastructure projects to complete over the next two years, the largest
being the upgrade and expansion of the Eastern Passage WWTF estimated to be in the order of $55M.
The utility will also be consolidating its operations facilities at Cowie Hill with the proposed expansion of
the existing administration building and construction of a combined water and wastewater operations
depot at a total estimated cost of $10M.

This business plan was developed to guide the utility’s affairs over the next two years to:

address the findings of the COSS,

provide capital funding for the Eastern Passage WWTF and Cowie Hill facilities,

address the reality of higher operating costs (i.e., energy, treatment chemicals)

establish funding for the full operation of HHSP assets,

lay a framework to address the new CCME regulations, and

put the utility on a path to sustainable funding for infrastructure to ensure intergenerational equity.

(B O

Investments must be made now to ensure that future generations are not burdened by the past neglect of a
society which did not understand the importance of environmental protection.

This business plan concludes with a recommendation to file an application with the NSUARB to establish
funding for operational and capital needs over the next two years. The plan also projects a vision for
where the utility must go in the future to ensure that it delivers world-class services for its customers and
the environment. If Halifax Water is successful with its present and future rate applications to the
NSUARSB, rates for wastewater and stormwater will increase significantly in the next five years in order
to reach sustainable funding levels. Yet, projected rates should still be affordable in light of the benefits
received by the customers and the environment. In comparison to other Canadian and American
municipalities of comparable size, Halifax Water’s rates are still well below the average and rates are
projected to rise for all municipalities in North America over the next five to ten years. It will be both a
challenge and an opportunity for Halifax Water to educate customers on the costs and benefits of
sustainable water, wastewater, and stormwater services.
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2. INTRODUCTION

Halifax Water has just come through a merger with the Environmental Management Services division of
HRM to become the first regulated water, wastewater and stormwater utility in Canada, effective August
1, 2007. Regulation in this context refers to oversight through the NSUARB to ensure conformance with
the Public Utilities Act. To guide the transition to a combined utility, Halifax Water produced a two-year
business plan for wastewater/stormwater operations for the 2007/08 and 2008/09 fiscal years. Previously,
the Halifax Water Board had approved a five-year business plan for the utility (water operations) to
encompass the fiscal years 2005/06 to 2009/10. The two-year wastewater/stormwater business plan was
approved by the Halifax Water Board on June 21, 2007, and complemented an application to the
NSUARB for approval of rates, rules, and regulations coming out of the merger. It was recognized
during the development of the two-year business plan that a formal COSS was never done for the
wastewater/stormwater operation under the governance of HRM with rates previously set by HRM
Council. Accordingly, in the Order of March 3, 2008, the NSUARB directed the utility to conduct a
formal COSS for wastewater and stormwater service delivery and to submit the findings to the NSUARB
by November 2, 2009. Halifax Water responded accordingly and completed a COSS for all services
including water, wastewater and stormwater and will file it in conjunction with a rate application by
March 31, 2010. Halifax Water management also determined that it would be prudent to compile a
combined business plan to guide its affairs over the next two years to incorporate the fiscal years 2010/11
and 2011/12. Historically, Halifax Water has put together five-year business plans to guide its affairs. In
recognition that new wastewater regulations are pending through Nova Scotia Environment (NSE) and
the HHSP is not yet complete, a two-year time frame was deemed appropriate. Similar to previous years,
the business plan is being compiled in support of an application to the NSUARB that will reflect the
findings of the COSS, and the opportunities and challenges facing Halifax Water.

It was recognized prior to the merger through HRM staff reports and presentations to HRM Council that
the municipality faced a significant infrastructure deficit for wastewater/stormwater assets due to
underfunding and needs tied to pending regulations through the CCME concerning treatment facility
upgrades and growth. At that time, infrastructure needs were estimated to be in the order of $900M, a
significant deficit, typical of many North American municipalities. In the United States, many utilities
are facing a consent order from the Environmental Protection Agency (EPA) to correct deficiencies in
wastewater infrastructure and operational practices to ensure compliance. In many cases this has led to
significant rate increases to place the utilities on a sustainable footing. Much has been written in the last
five years on sustainable infrastructure for the water and wastewater industry including publications
through the American Water Works Association (AWWA)Z; Water Environment Federation (WEF);
Water Research Foundation (WRF); International Water Association (IWA); National Research Council
of Canada InfraGuide; the Ontario Ministry for Infrastructure Renewal3; and, most recently, the Aspen

Institute* and Conference Board of Canada.’

% In February, 2009, AWWA published a report Financing Water Infrastructure which described funding
mechanisms to address the water and wastewater infrastructure deficit in America.

% In July 2005, the Water Strategy Expert Panel released its final report to the Ontario government entitled,
Watertight: The case for change in Ontario's water and wastewater sector. The report addresses a number of
challenges facing the Ontario water and wastewater sector that can be projected to other provinces in Canada.

* In May, 2009, the Aspen Institute published the document Sustainable Water Systems: Step One-Redefining the
Nation's Infrastructure Challenge, a report of the Aspen Institute's dialogue on sustainable water infrastructure in the
US.

® In November 2009, The Conference Board of Canada published the report Improving Infrastructure Management:
Municipal Investments in Water and Wastewater Infrastructure, with a focus on investment in municipal
infrastructure.
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This business plan will incorporate strategies to place the utility on the path to sustainable infrastructure,
with a particular focus on wastewater and stormwater assets. As it took a long time for the wastewater
system to get to its current deteriorated state, it will take some time to get the situation turned around. We
must, however, start the journey from a position of hope. In 1945, the predecessor to Halifax Water took
over the operation of the water system from the City of Halifax and turned it into a leading edge utility
well positioned for service to its customers. The challenge in wastewater/stormwater is similar, and if
history repeats itself, Halifax Water will do well for its customers and the environment.

In addition to facing a long-term journey to sustainable infrastructure, Halifax Water has immediate
challenges with its involvement in commissioning the HHSP facilities. During a wet weather event on
January 14, 2009, the Halifax WWTF experienced a flood as a result of a power disruption, causing
extensive damage. Although cause was established as part of a technical review carried out by
consultants hired by Halifax Water, there are many related legal, contractual, public relations, and
insurance issues surrounding the recovery. In recognition that Halifax Water became the owner of the
Halifax facility as of June 1, 2009, it has the lead role in the recovery with the stated objective to have the
plant fully operational by spring 2010. The recovery strategy is a balancing act between getting the plant
back in operation as quickly as possible, implementing solutions to mitigate future flood events, and
protecting the rate payer from financial exposure. At present, the strategy is being managed well with
dedicated resources assigned to the recovery task.

Halifax Water is also involved with the commissioning of the Dartmouth and Herring Cove WWTFs that
will ultimately be transferred to Halifax Water within six months of substantial completion in
conformance with the Transfer Agreement previously executed between HRM and Halifax Water. The
substantial completion certificates are issued by the HHSP office when both the treatment plants and their
respective collection systems are deemed to meet the project specifications. Presently, the Dartmouth
plant is near the completion of its commissioning stage with the commissioning of the Herring Cove plant
underway in December of 20009.

In addition to participation in HHSP activities, Halifax Water has also issued a request for proposals for
the upgrade of the Eastern Passage WWTF which is often out of compliance and experiences significant
overflows during wet weather events. This project, estimated to cost in the order of $55 to $60M, will see
the plant upgraded to secondary treatment and expanded for future growth in the Eastern Passage
sewershed. Construction of the facility is expected to start this summer and be complete by the end of
2012.

3. ORGANIZATIONAL STRUCTURE

The performance of a utility can be significantly influenced by structure and, accordingly, after the
NSUARB approved the merger on August 1, 2007, management began the implementation of the
organizational structure. The structure is built around accountability with the formation of two lead
operation departments (water services and wastewater/stormwater services) with support from finance
and customer service, engineering and information services, environmental services, and human
resources. A graphic representation of the utility structure can be found in Appendix A.

The operations departments have been set up with a vertical alignment with Water Services responsible
for drinking water (source to tap) and fire protection, and Wastewater/Stormwater Services (drains to
receiving water) responsible for sewage collection and treatment. Operations has been broken up into
treatment divisions, and water distribution or wastewater/stormwater collection divisions with regional
responsibilities; east, west and central. The east region incorporates the greater Dartmouth area including
the communities of Eastern Passage and Cole Harbour. The west region encompasses the greater Halifax
area including the communities of Spryfield, Beechville, Timberlea, Lakeside and Herring Cove. The
central region includes the communities of Bedford, Sackville, Lucasville, Waverley and Fall River.

4-
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Finance and Customer Service is responsible for the financial stewardship of the utility, meter services,
and a lead role in the provision of direct customer support through a call centre at Cowie Hill.
Engineering and Information Services (IS) is in a direct support role to operations, responsible for the
delivery of the capital budget program, asset management and responsibility for enterprise record and
office information systems. Environmental Services was established at the time of the merger and is
charged with compliance monitoring and reporting, pollution prevention, and support for
inflow/infiltration programs. Human Resources supports all departments in the provision of payroll and
benefits services, labour relations, and corporate training. The General Manager’s office is responsible
for administrative oversight of the utility including corporate communications, safety and security.
Detailed descriptions of each department’s programs can be found in Appendix B. Our safety and security
programs follow in Appendix C.

It is important to recognize the work that must be done to incorporate the staff of a combined utility into a
cohesive unit pursuing the corporate direction to make the utility the best it can be in service delivery. A
culture of accountability, innovation, efficiency, teamwork, and dedication must be instilled if we are to
live up to the utility’s mission “to provide world class services for our customers and our environment”.
Centre to this culture is co-operation amongst departments. With facilities scattered about the regions a
concerted effort is being made to combine like operations in fewer locations wherever possible. A
consolidation of facilities is proposed that will see an expansion of the existing administration/operations
building at Cowie Hill, Halifax, to house finance and customer service, engineering and IS, environmental
services, and human resources. A new operations depot is also proposed for Cowie Hill to accommodate
water and wastewater/stormwater operations for the west region, recognizing the requirement to vacate
space at HRM’s MacKintosh Street depot in the north end of Halifax. An expansion of the water services
facility in Woodside will see a combined operations depot for the east region and eventually, a new
facility will be constructed in the Bedford/Sackville area to meet the combined operational needs in the
central region. A graphic representation of service areas and supporting infrastructure is shown in
Appendix D.

With the expanded mandate to include wastewater and stormwater services, it was obvious that a new
mission for the utility was required. The new mission statement is a rallying cry for staff to deliver
world-class services for the customer and the environment and be accountable for the outcome. The
environment was purposely elevated to the same status as the customer - recognizing we can no longer
place them at different levels of importance. They are one and the same. It simply means that what we
take from the environment is on a level playing field with what we give back. The combined water,
wastewater and stormwater mandate provides the utility with an opportunity to integrate water resources
and take a holistic approach from the source to the tap and back again. The mission and vision
statements, with a related Corporate Balanced Scorecard to measure performance, are detailed in
Appendix E.

4. CURRENT RATE STRUCTURES

Halifax Water has two separate rate structures as determined by the NSUARB: 1) the urban core and
satellite systems; and 2) the Airport/Aerotech system.

4.1. Urban Core and Satellite Systems

The urban core and satellite systems have one uniform rate structure. The rate structure for water service
was harmonized in the NSUARB’s decision on May 1, 2006. The decision provided for rate increases on
May 1, 2006, April 1, 2007, and April 1, 2008. The rate structure, as of April 1, 2008, consists of a base
and consumption charge. The base charge varies by meter size and ranges from $37.00 per quarter for a
15 mm (5/8”) residential meter to $1,267.76 per month for a 250 mm (10”) commercial meter.
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Consumption charges are $.413 per cubic metre (m®). The water rate structure also provides for a fire
protection charge that is billed annually to HRM based on a formula approved by the NSUARB. For
2009/2010, this amounts to $9,502,450.

Wastewater/stormwater rates are also uniform for the urban core and satellite systems. The current rate
structure is based on consumption as measured by the water meter. The wastewater/stormwater service
rates were established by HRM Council prior to the transfer of wastewater/stormwater assets and were
approved by the NSUARB in its Order dated March 3, 2008. The current rates consist of an
Environmental Protection (EP) charge of $.8404 per m® and a Wastewater Management (WWM) charge
of $.3286 per m® for a total of $1.169 per m”.

For wastewater customers where there is no meter, the charge is based on the average usage for customers
with that meter size.

4.2. Airport/Aerotech System

The NSUARSB in its decisions on the water and wastewater/stormwater rate applications ordered that the
Airport/Aerotech water, wastewater and stormwater systems be recognized as stand alone systems having
their own rate structure. A rate application was filed with the NSUARB, and they issued their decision on
November 19, 2008, for rates effective December 1, 2008 and April 1, 2009. The April 1, 20009, rates for
water service consist of a base and consumption charge. The base charge varies by meter size and ranges
from $22.49 per month for a 15 mm (5/8”) meter to $2,608.62 for a 250 mm (10”) meter. The
consumption charge for water service is $1.41 per m®. The water rate structure also provides for a fire
protection charge based on a formula approved by the NSUARB. For 2009/2010, this amounts to
$141,598.

The rates for wastewater service also consist of a base and consumption charge. The base charge varies by
meter size and ranges from $11.59 per month for a 15 mm (5/8”) meter to $1,737.98 for a 250 mm (10”)
meter. The consumption charge for wastewater service is $1.60 per m’.

The Airport/Aerotech system has a separate rate for stormwater service based on the calculated
impervious surface area of each customer’s property as determined on April 1 of each year. The current
rate effective April 1, 2009, is $9.20 per 100 square meters of impervious area.

5. CCME REGULATORY FRAMEWORK

The CCME Strategy for the Management of Municipal Wastewater Effluent was officially signed by
provincial ministers on February 17, 2009. There are a number of elements of this strategy that will
require action by Halifax Water over the coming years to achieve compliance. These eight elements are
listed below, together with the associated required actions.

National Performance Standard All treatment plants must conform to the national effluent standard of
25mg/L CBOD (Carbonaceous Biochemical Oxygen Demand); 25mg/L TSS (Total Suspended Solids);
0.02 mg/L TRC (Total Residual Chlorine - for those plants using chlorine disinfection). This standard
will require upgrading of several treatment plants to secondary treatment levels — Halifax, Dartmouth and
Herring Cove, as well as Eastern Passage (upgrade in progress), and Aerotech. These upgrades will
require planning, pre-design and design work, RFP processes, and construction management. There will
be significant capital costs which will be identified as upgrade plans are developed, as well as increased
operating costs for the upgraded plants. The biosolids processing and dewatering facilities at Aerotech
may also need upgrading to handle the increased load of biosolids generated with increased treatment
levels. Facilities now using chlorine disinfection will not meet the national TRC standard, and will
require either de-chlorination upgrades or conversion to ultraviolet (UV) disinfection.
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WWTF Risk Assessment The first step in the planning process is to conduct a risk analysis for each
plant based on criteria defined by CCME, to determine the risk level and associated timeframe for
compliance (10-30 years). This risk analysis will be completed during the 2009/10 fiscal year.

Wastewater Characterization CCME requires that WWTF effluent be screened for a broad list of
parameters which may have impacts on receiving waters. A one-year wastewater characterization must
be completed for all facilities as part of the Environmental Risk Analysis outlined below. Budget will be
provided during the 2010/11 fiscal year and subsequent years for lab analyses. Sampling will be
conducted by Halifax Water staff. Required monitoring includes biological toxicity testing. Local lab
facilities must be identified which are capable of this testing.

Receiving Water Environmental Risk Assessment (ERA) Based on the wastewater characterization,
receiving water studies must be conducted for all facilities. The ERA will determine the environmental
concentrations of discharged substances outside of the defined mixing zone in the receiving waters.
Jurisdictions will use these results to determine if any discharged substances exceed water quality
objectives and, therefore, require imposition of effluent discharge objectives in addition to the national
standards. These ERA studies will be carried out through consulting contracts, which will require budget
allocations over the next several years, and staff time to prepare requests for proposals (RFPs), evaluate,
award, and manage contracts. An initial budget allocation was provided in the 2009/10 fiscal year.

Watershed Monitoring Within five years, provincial jurisdictions must define requirements for some
degree of watershed monitoring for receiving water systems. Such monitoring will be budgeted and
carried out once the requirements are finalized.

Reduction at Source The CCME strategy includes a Model Sewer Use by-law for consideration by
municipalities. The present rules and regulations of Halifax Water closely match the model by-law.
Staff will evaluate and implement any changes required to achieve full conformity with the provisions of
the model by-law.

Combined and Sanitary Sewer Overflows (CSO and SSO) The CCME strategy requires that there be
no increase in CSO or SSO frequency except as part of an approved management plan (to be defined by
the Province), that there be no dry weather overflows, and that CSOs be screened where feasible.
Overflow events must be reported for frequency and volume, within three years of the strategy start date
(February 17, 2009). This will require physical upgrades to most CSO and SSO locations to enable
recording of event occurrences and durations, and to be able to measure flows or to calculate estimated
volumes. Supervisory Control and Data Acquisition (SCADA) system upgrades will also be required to
enable recording of data through the Plant Information (PI) system. Equipment needs have been defined
during the 2009/10 fiscal year, and budget allocations will be made through the capital and operating
budgets for the 2010/11 fiscal year and beyond. Sensor installations in pumping stations will be
accomplished through contracted services. CSO/SSO management plans will need to be developed on a
sewershed basis under direction from NSE. Plans will include provisions to reduce CSO events, which
will require some degree of upgrading of combined sewage collection systems with the objective of
reducing stormwater inputs or increasing capacity. Reduction and eventual elimination of SSO events
will require upgrades to a large number of pumping stations and/or collection systems to reduce inflow
and infiltration, increase capacity, provide storage, or other methods to reduce events in frequency and/or
volume. There will be significant associated capital costs which will be identified as the plans are
developed. The Halifax Water inflow and infiltration (I & I) reduction program will also have significant
benefits in reducing CSO and SSO events.

Compliance Monitoring All monitoring required for CCME compliance (regular effluent monitoring,
wastewater characterization, and CSO/SSO monitoring) will be carried out by Environmental Services
staff. Analyses will be conducted by accredited outside laboratories.
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A comprehensive work plan has been established to provide details, timelines, and budget implications
for all aspects of CCME strategy compliance and is outlined in Appendix F.

Federal regulations are expected in draft form during 2010, which will detail requirements under the
Fisheries Act for those CCME strategy elements under federal jurisdiction. These regulations will clarify
some of the requirements and will influence further development of business plans and budgets for
CCME compliance. It is difficult to quantify costs at the present time without the final regulations in
place. Halifax is, however, approaching all new or upgrades to wastewater facilities with a risk
assessment approach consistent with our understanding of current CCME requirements. This approach is
being utilized in the pre-design for the Airport/Aerotech and Wellington wastewater plant upgrades.

6. FINANCIAL PROGRAMS AND BUDGETS

This section includes Halifax Water’s capital program, capital funding strategies, and projected two-year
operating budgets.

6.1. Capital Program

There are three significant issues our capital programs must address over the next few years. They are: 1)
asset management; 2) capital budgets; and 3) Eastern Passage WWTF upgrade.

6.1.1. Asset Management and a Vision to Sustainable Infrastructure

A broad definition of asset management (AM) is an economical balance between maintenance and capital
programs to provide the sustainable delivery of core services. Sustainable delivery refers to the ordered
approach of meeting service level standards and environmental regulations while maintaining
intergenerational equity. This approach is further reinforced by the NSUARB in its enforcement of rates,
rules, and regulations, consistent with the Public Utilities Act. The water and wastewater service
departments deliver annual planned and reactive maintenance programs. The Engineering and IS
department delivers the Capital Infrastructure Program (CIP) which has the following three core
components:

Infrastructure Renewal Program This program renews existing infrastructure based on prioritized
condition assessments.

Infrastructure Upgrade Program This program enhances capacity and/or functionality of existing
infrastructure to improve service and/or meet compliance/requirements.

Infrastructure Expansion Program This program expands on existing infrastructure to provide
additional capacity for customer growth.

The annual Halifax Water capital budget identifies prioritized annual projects and funding sources for the
Infrastructure Renewal Program and the Infrastructure Upgrade Program components of our CIP. The
Infrastructure Expansion Program is funded directly, or through managed programs, by the development
community consistent with the user pay philosophy.

Our AM program has developed a preliminary long-term calculation on the annual sustainable funding
requirements for our CIP. This “sustainable” budget would provide funding to ensure the infrastructure
condition and functionality can be enhanced and maintained at a performance level that allows us to meet
our service standards and be in compliance with regulatory requirements. This $19M water and $48M
wastewater/stormwater budget provides an order of magnitude direction of where our CIP funding targets
should be in the future. The journey to a sustainable capital budget is displayed in Appendix G and
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projects a stepped approach to allow for increased funding over time with increased corporate capacity to
deliver the projects.

In addition to the core infrastructure funding, the annual Halifax Water capital budget provides funding
for watershed land acquisitions, facilities, meters, business application development, computer hardware,
fleet, and operational tools & equipment. The annual funding requirement for these capital programs is
estimated to be approximately $5M.

To meet these long term “sustainable” capital program levels, Halifax Water will need to develop
sufficient funding sources and increase resource capacity to deliver the increased volume of work. While
we anticipate a multi-year approach to reaching a “sustainable” program, it is important to have these
targets in mind and begin our progression towards these levels as we implement our current business plan.

6.1.2. Capital Budgets: 2009/10, 2010/11 & 2011/12

Halifax Water is near the conclusion of a one-year (2009/10) capital budget which was approved by the
Halifax Water Board on March 26, 2009, and the NSUARB on June 2, 2009. This budget includes high
priority infrastructure renewals and upgrades and new equipment/vehicle acquisitions within the available
capital funding sources (see Appendix H). Many of these funding sources are coming to an end by March
31, 2010, including $8.7M in funding from HRM through the Gas Tax program and water dividend
rebate. These funds were previously allocated to wastewater capital projects for a three-year period and
forwarded to Halifax Water as part of the Transfer Agreement negotiated with HRM. This funding
source will need to be replaced in some form to allow a basic level of investment in wastewater
infrastructure.

The subsequent two-year (2010/11 and 2011/12) capital budget has been developed at a program level
(i.e., funding requirements for each asset class defined with the final selection of specific projects pending
completion of condition assessment updates, operational priorities, and integration opportunities with
external partners) and is also presented in Appendix H.

This capital budget projects a modest funding increase from 2009/10 for core programs, ensuring ongoing
high priority work gets completed and progression begins towards the “sustainable” capital program level.
The funding available for the 2010/2011 and 2011/12 capital budget is consistent with the analysis and
recommendations within the COSS and is discussed in more detail in Sections 6.2 and 7.1.

The proposed two-year capital budget includes many key projects that will ensure our compliance with
environmental regulations, make inroads on infrastructure sustainability and initiate a more cohesive
delivery of services. An overview of these critical projects appears below.

Wastewater Pumping Station Upgrades Many wastewater pumping stations are in need of upgrades
due to a combination of capacity constraints that contribute to wet weather overflows and structural
deficiencies. An ongoing program will see the detailed design of the highest priority stations including
Bayers Lake, Quigley’s Corner, Russell Lake, O’Dell Drive and Humber Park. The completion of these
designs will allow for an efficient capital construction program for pumping stations over a multi-year
program.

Northwest Arm Sewer Rehabilitation The Northwest Arm sewer is the main trunk system conveying
wastewater from the lower Spryfield and Armdale area to the HHSP system. This old brick and mortar
sewer has structural deficiencies and contributes unwanted leakage into the Northwest Arm. After a
successful pilot project in 2009, a multi-year program to structurally line the sewer will continue into
2010 and 2011. This rehabilitation, in conjunction with the recovery of the Halifax WWTF, will be
critical to returning the Northwest Arm to its full recreational potential.

Wastewater/Stormwater Holding Tank Program Halifax Water’s focus on the overall reduction of
wet weather flows includes a full suite of tools to both reduce unwanted inflows and provide capacity for
inflows that exist in the best economical and functional mix. In this context, we are proposing the design
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and construction of several holding tanks on key trunk systems to reduce overflow events. The proposed
locations include the Ellenvale Run area, the Bedford/ Sackville trunk sewer, and the Peninsula West area
of Halifax.

Pockwock Transmission Main Renewal and Rehabilitation Program The Pockwock water
transmission main was commissioned in 1977. Halifax Water has been dealing with a range of corrosion
related failures and shortened life cycles along many sections of this main. The proposed capital budget
includes the replacement of a core section of the pipe along Kearney Lake Road in conjunction with the
ongoing development within the Bedford West area, as well as increased condition assessment and
monitoring programs for the balance of the existing main to help ensure its long term integrity.

Halifax Water Facilities Plan The facilities plan was developed through a formal review process with
the assistance of consultants and endorsed by the Halifax Water Board in August of 2009. The plan will
design and construct two new corporate buildings over the next five years and expansion of two others to
provide a single administrative facility at Cowie Hill, and a combined water and wastewater / stormwater
facility for each of the three operational regions. The plan proposes to complete the design and a majority
of the construction of the administrative facility expansion and a new operations facility at Cowie Hill in
2010/2011.

6.1.3. Eastern Passage Wastewater Treatment Facility Upgrade

The Eastern Passage WWTF upgrade is the largest capital project proposed within our current business
plan. The facility was constructed in 1974, to provide a secondary level of treatment. In 1986, the facility
was expanded in terms of capacity, but the level of treatment was downgraded from secondary to primary,
as it was then anticipated that the facility would be decommissioned and flow directed to the then-
proposed McNabs Island wastewater treatment plant. However, the McNabs Island wastewater treatment
plant project was not implemented. HRM subsequently moved forward with the three-plant HHSP, and
the facility continues to handle sewage flows in the Eastern Passage area.

Continued growth within the Eastern Passage service boundary has resulted in average daily flows that
exceed the capacity of the facility during normal daily conditions. Excessive infiltration and in-flow
during wet weather conditions generate flows that often result in a need to bypass flows past the facility to
Halifax Harbour. The facility is, therefore, not in strict compliance with regulatory requirements on a
consistent basis.

In October 2006, HRM completed a Wastewater Management Plan for the sewershed area contributing
flows to the facility. The study included the pre-design of the facility expansion and upgrade based on the
activated sludge process as well as an analysis of the wastewater collection system.

Since the merger, Halifax Water's objectives in undertaking the project are to achieve secondary level
effluent treatment and increase capacity to match growth demands in the sewershed. The estimated total
cost for this project is in the order of $55 - $60M. Halifax Water proposes to complete the project
utilizing a design/build methodology. Four proponents were recently short listed in a Request for
Qualifications process, and three proponents responded to the RFP for the facility upgrade including
design and construction, interim operation, and operator training for Halifax Water staff.

The existing wastewater treatment works at the facility will remain operational during the period of the
design/build work. A preferred proponent should be in place by early 2010 with a projected 24-month
construction and commissioning schedule.
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6.2. Capital Funding Strategies

The majority of the capital requirements for the period covered by the business plan in the foreseeable
future will be dedicated to address the infrastructure deficit defined as infrastructure renewal and
infrastructure upgrades for meeting compliance for existing regulations. In addition, there will be
infrastructure needs for system expansion and to comply with new and changing regulations.

With the completion of the HHSP, the only immediate treatment expansion/upgrade or large infrequent
capital infrastructure are the Eastern Passage WWTF upgrade and the facilities plan implementation
which will be undertaken within the term of this two-year business plan. There will, however, be a
requirement to invest significant capital in the 2012/13 fiscal year for either a capacity upgrade to the
Lakeside/Timberlea WWTF or a diversion of sewage from Lakeside/Timberlea to the Halifax sewershed.

Capital budgets in the future will be directed to renewing and upgrading existing infrastructure both for
water and wastewater/stormwater to address the infrastructure deficit and regulatory compliance. This
amount will be significant, especially for wastewater/stormwater services as the program is just being
developed. The impact for water services will be less as the program is in a mature state, yet modest
increases will still be needed.

Infrastructure renewal will be by far the largest component of capital requirements in the foreseeable
future. The age of the distribution and collection systems and related components within the service area
of Halifax Water means that a significant portion is reaching the end of its useful life. Due to the size and
varying age of this infrastructure, it will require a constant annual capital commitment. This will be an
ongoing capital requirement as long as there is a system in operation. The amount may vary, but there will
always be a need for annual infrastructure capital. Long-term borrowing for financing this type of
infrastructure renewal is not the preferred method as there is a continual sustained need of a fixed amount.
Long-term borrowing can be used to supplement pay as you go funding during implementation or fund
spikes in the annual renewal amount but should not be the only method of funding this ongoing
replacement and rehabilitation.

The five options available to fund the capital program under a regulated environment are:

1) Depreciation funds In accordance with the NSUARB Accounting and Reporting Handbook, capital
infrastructure is depreciated over its useful life. The annual depreciation is included in the revenue
requirement. The funding generated can be used for the capital expenditures upon NSUARB approval.
Depreciation of water infrastructure has been part of the water rate structure since the creation of the
utility in 1945 and has funded the vast majority of capital programs. Depreciation of
wastewater/stormwater assets will need to be phased in as the rate structure currently does not include a
provision for depreciation but is permitted under NSUARB accounting guidelines. Depreciation will be
included in future revenue requirement to provide funding in part for the replacement of these assets.

2) Capital from revenue This is the portion of rates generally recorded to a reserve fund from which
capital funding is used upon NSUARB approval. This type of funding could be used to fund a level of
annual infrastructure replacement and rehabilitation particularly for the distribution system for water and
the collection system for wastewater/stormwater which comprises the majority of the infrastructure
deficit. This is separate from depreciation which can also be considered as capital out of revenue as a
source of funding.

3) Capacity or capital contribution charges These are generally collected for new development or
expansion of service within the serviceable boundary prior to construction and are based on an approved
formula, recorded to a reserve, and used for a specific capital purpose. An example of such a reserve
would be the current wastewater treatment capacity reserve which recognizes the limits of available
treatment capacity and which can only be used for wastewater treatment expansion.
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4) Government capital assistance funds These are government programs for infrastructure funding that
provide a range of funding up to 100% but are frequently cost shared. Projects are pre-approved, and
although there are no long term utility funds required, there are significant delays in the claim period of
these funds resulting in short-term funding by the utility.

5) Long-term debt This is how the residual of the capital budget is funded after allocating the other
funding sources. In Nova Scotia, municipal long-term debt is issued through a provincial crown
corporation, the Municipal Finance Corporation. Because of the long-term nature of water, wastewater
and stormwater infrastructure, long-term debt is generally amortized over a 20-year period. Although
water, wastewater and stormwater infrastructure generally have a service life for greater than 20 years, the
market for debt beyond 20 years is not robust, and many 20-year amortizations have a balloon payment in
year 10 that is refinanced.

Halifax Water has reviewed strategies for funding infrastructure and has concluded that it is appropriate
to issue long-term debt for a term no longer than the useful life of the asset being funded. The vast
majority of capital infrastructure for a utility such as Halifax Water has a useful life beyond the typical
20-year debt amortization period. Infrastructure with a shorter lifespan can be funded from reserves,
including depreciation or long-term debt with shorter amortization periods. It was also deemed
appropriate to cap the amount of debt that Halifax Water has outstanding so as to give it some flexibility
for large one-time projects and to be able to access government cost sharing opportunities as well as
reduce interest rate risk. Two levels of cap were considered; one that would include the ongoing annual
renewal and rehabilitation of infrastructure, and one that included the infrequent large capital projects
such as treatment plants, transmission or trunk mains, and infrastructure upgrades for compliance. The
total of the two would be the overall cap and one could not access any unused capacity in the other. On
November 26, 2009, the Halifax Water Board approved a debt policy based on the principles noted above,
to be incorporated into ongoing business plans.

The ongoing annual renewal and rehabilitation of the water distribution and the wastewater/stormwater
collection systems should be funded at least in part from rates as capital from revenue (pay as you go).
These funds would be recorded as a reserve until allocated to the annual renewal and rehabilitation budget
upon approval. Funding of infrastructure renewal could be supplemented by long-term debt, as required,
up to the limit of the cap. Funds collected through special purpose reserves that are collected as part of the
rates would be used to supplement infrastructure capital based on the nature of the special purpose.
Government assistance and grant programs tend to be infrequent and designated for a specific purpose.
These programs could increase the amount of the infrastructure capital from that in the business plan, if
the assistance becomes available and the debt policy must be able to accommodate these opportunities
especially if they have cost sharing provisions.

6.3. Operating Budgets: 2010/11 and 2011/12

Operating budgets for the 2010/11 and 2011/12 fiscal years were prepared in the same manner as the
annual budget process. Each department reviewed their service level, and any changes to those levels are
reflected in the budgets. The three largest operating cost areas are related to the provision of the core
services offered by the utility: water, wastewater, and stormwater.

The direct cost of providing these services is projected: in the case of water services, from source to tap;
and in the case of wastewater and stormwater services, from collection to disposition. These core services
are supported by customer service, engineering and information services, environmental services and
administration. The cost of providing these support services was also projected and allocated between
water and wastewater/stormwater in relation to customer base. The allocation between wastewater and
stormwater of the wastewater/stormwater share is based on the proportionate share of the direct service
cost.
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In addition to direct operating and support costs, non-operating and miscellaneous operating revenue are
projected and applied as an offset against operating costs. Non-operating expenses consisting of
depreciation, debt servicing, and grant in lieu of taxes/dividend are also projected based on the existing
schedules and projected increases.

The following six base-level assumptions were factored into the determination of direct, common, and
non-operating costs:

1. The HHSP was assumed to be completed and in full operation, including the Halifax WWTF which is
presently under repair.

2. Annual salary and wage increases are budgeted for.

3. Allowances are made for costs that may increase more than the rate of inflation such as fuel,
electricity, and chemicals.

4. Many other costs have been budgeted for no increase since efficiency gains are projected as we
continue to review and streamline our operations following the merger in 2007.

5. Depreciation has been included for water as in the past and is being phased in for wastewater and
stormwater.

6. Debt servicing costs include projected borrowing for the Eastern Passage WWTF expansion and
upgrade and the Cowie Hill facilities consolidation.

The projected 2010/11 and 2011/12 operating budgets also include an annual increase in customer base of
938 customer connections, including 850 domestic customers, the remainder spread between industrial,
commercial, multi-residential and institutional based on the average annual increase over the past few
years. A 1% reduction in the annual volume of metered consumption has been factored in and is
consistent with recent history.

The 2010/11 and 2011/12 projected operating statements for water, wastewater and stormwater services
are attached as Appendix I. These statements incorporate the recommendations of the COSS, including
the separation of the wastewater and stormwater costs, the transition of their rate structures between
customer classes, and the operating and capital initiatives contained herein. The first six months of
2010/11 will be operating under the existing rate structure and the final six months under the proposed
new rate structure. The projections for 2011/12 are based on the new rate structure with a proposed rate
increase on April 1, 2011.

Water Service

The income statement for water service is summarized on page 2 of Appendix | and projects operating
revenue of $42.5M in 2010/11 and $43.9M in 2011/12. Operating revenue is detailed on page 3 and
separates the metered revenue by region and totals $31.4M and $32.3M for 2010/11 and 2011/12,
respectively. Other operating revenue includes public fire protection of $8.8M and $7.9M, and private fire
protection and sprinkler charges of $1.8M and $3.2M for 2010/11 and 2011/12, respectively. Customer
late payment charges, bulk water station revenue and miscellaneous revenue comprise the remaining
components of operating revenue.

Operating expenses are summarized on page 2 and detailed on page 4 and are projected to be $23.9M and
$25.2M for 2010/11 and 2011/12, respectively. The operating expenses on page 4 detail the cost of
providing water service from source to treatment to distribution, along with their allocation of common
support costs.

Operating profit on page 2 is the difference between operating revenue and operating expenses and
provides funding along with financial revenue for the non operating expenditures allocated to water
service. These include debt servicing, comprising principle and interest of $8.0M for 2010/11 and $8.4M
for 2011/12 on the existing water long term debt as well as projected new debt to finance capital
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expenditures in excess of depreciation charges. Depreciation and dividend/grant in lieu of taxes are
projected to total $10.2M and 10.4M, for 2010/11 and 2011/12, respectively, and all of this is projected to
yield a small operating surplus of $.5M for water services for the two years. There is very little change in
the water rate structure related to the COSS, and the allocation of some common costs to wastewater/
stormwater that were previously covered entirely by the water rates makes these results possible.

Wastewater Service

The income statement for wastewater service is summarized on page 5 and projects operating revenue of
$45.1 M in 2010/11 and $57.0M in 2011/12. Operating revenue is detailed on page 6 and separates the
metered revenue by region totaling $42.4M and $53.7M for 2010/11 and 2011/12, respectively. This
represents only the revenue to provide wastewater services, as stormwater services are accounted for as a
separate service, consistent with recommendations from the COSS. Other components of operating
revenue, include wastewater over-strength charges of $1.2M for 2010/11 and $1.7M for 2011/12, sludge
tipping fees of $.8M for each year of the plan, and revenue associated with operating the leachate
treatment facility in the amount of $.4M for each of the two years.

Customer late payment charges and contract operations comprise the remainder of the operating revenue.
The operating revenue projections for 2010/11 reflect the transition of the rate structure midway through
the year with the first six months under the existing structure and the final six months under the structure
recommended in the COSS.

Operating expenses are summarized on page 5 and detailed on page 7 and are projected to be $31.8M and
$33.5M, for fiscal years 2010/11 and 2011/12, respectively. These only reflect the cost of collection,
treatment and disposition of wastewater, as stormwater costs, which are illustrated for comparison
purposes, have been removed and are shown in a separate statement for 2010/11 and 2011/12. The costs
include the direct cost of providing the service and the allocation of common support costs. The
wastewater treatment costs total $17.7M and $18.3M for 2010/11 and 2011/12, respectively, and reflect
the full operation of the HHSP WWTFs. Wastewater treatment represents 55% of wastewater operating
costs. Operating profit on page 5 is the difference between operating revenue and operating expenses and
provides funding along with financial revenue for the non operating expenditures allocated to wastewater
service. Financial revenue is projected to total $2.2M in each of 2010/11 and 2011/12 and reflects the
Province of Nova Scotia funding assistance to the HHSP debt and an allocation of the green fund interest
subsidy.

Financial expenses, including principal and interest on the existing HHSP, other wastewater/stormwater
debt, and anticipated new borrowings for the first two years of the Eastern Passage WWTF expansion and
upgrade are projected to be $13.0M and $15.6M for 2010/11 and 2011/12, respectively. Depreciation on
wastewater infrastructure is also phased in, to the extent that the rate structure will support it, to provide
capital funding. The projected amounts are $4.0M and $10.0M for 2010/11 and 2011/12, respectively.
There was no provision for depreciation within the existing rate structure.

The net results for wastewater service is a projected loss of $1.5M in 2010/11 due to the delay in the
implementation of the rate increases and a projected breakeven result in 2011/2012. The loss in 2010/11
will be covered from the projected surplus in 2009/10.

Stormwater Service

Stormwater service is included as a separate operation within the income statement on page 8 of
Appendix | and is projected to have operating revenue of $ 7.4M in 2010/11 and $11.3M in 2011/12.
Operating revenue is detailed on page 9 and projects the stormwater charges by region. This represents an
allocation of the existing wastewater management charge for the first six months of 2010/11 and the
COSS proposed flat rate based on meter size for the remainder of 2010/11 and 2011/12. This flat rate
charge is proposed as an interim method of billing stormwater service until a system based on impervious
area can be implemented, most likely in 2012. The only other projected operating revenue category is
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customer late payment fees. Operating expenses are summarized on page 8 and detailed on page 10 and
are projected to be $8.9M and $9.6M, for 2010/11 and 2011/12, respectively. These reflect the cost of
collection and disposition of stormwater which was previously included with wastewater service. In
addition to the direct cost of providing the service to each region, common costs are allocated based on
the appropriate percentage of direct costs between wastewater and stormwater. Operating profit on page 8
is the difference between operating revenue and operating expenses and provides funding for the non
operating expenditures allocated to stormwater service. Some of the debt servicing associated with the
HHSP has been allocated to stormwater service, as the project receives effluent from combined sewers as
well as sanitary sewers.

The net results for stormwater service is a projected loss of $2.8M in 2010/11 due to the delay in the
implementation of the rate transition and increases, and a projected breakeven result in 2011/12. The loss
in 2010/11 will be covered from the projected surplus in 2009/10.

Airport/Aerotech System

The operation of the Airport/Aerotech water, wastewater and stormwater systems, while not included in
the rate application, is included in the business plan. The NSUARB ordered that these systems be
operated on a stand-alone basis, and the current rates were implemented on April 1, 2009. The income
statements project a loss in water service and a surplus in wastewater/stormwater services which
essentially offset each other. This system may require a future rate application, but it will be done as a
separate submission at a later date.

7. OPERATIONAL REQUIREMENTS

7.1. Cost of Service Study

Halifax Water has completed a detailed Cost of Service Study (COSS) to determine whether the costs of
providing water, wastewater, and stormwater services are allocated appropriately to the various classes of
customers and that the schedule of rates and charges is fair and equitable.

In its decision in 2006 on the water services rate application, the NSUARB raised questions as to whether
costs were being allocated to the various customer classes in a fair and appropriate manner and ordered
Halifax Water to investigate whether a cost of service study that considers the impact of consumption
patterns of the various customer classes can be undertaken in a cost effective manner and to file the
results of the investigation with the NSUARB by September 1, 2006.

In conjunction with Mike Loudon, P Eng, MBA, Halifax Water completed a report “Halifax Regional
Water Commission Cost of Service Feasibility Analysis” and filed the report with the NSUARB
indicating that the information to conduct the consumption pattern analysis could be undertaken but
would not be available until early 2009. On that basis, the NSUARB reserved its decision on the revenue
requirement for 2009/2010 until the review of further submissions by Halifax Water relating to the
completion of the “Feasibility Analysis”. The equipment required to do the consumption monitoring was
put in place and data collected for one year during 2008 and early 2009. The collected data was analyzed
by Mike Loudin and presented in a report titled “Cost of Service, Demand Analysis Report”. Amongst
other findings, the report concluded that the current single block rate approach is the most appropriate and
that there are no cost-based factors which would suggest that multi-block rates would be fairer. This
report will be filed with the NSUARB in association with the upcoming rate application.

Subsequent to the NSUARB’s 2006 decision on the water services rate application, HRM Council
transferred the operation and ownership of the wastewater/stormwater system for the urban core and
satellite systems to Halifax Water effective August 1, 2007. The effect of the transfer was that wastewater
and stormwater services were now regulated by the NSUARB. The NSUARB approved the transfer on
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July 26, 2007, and the schedule of rates and charges as interim rates and ordered that a public hearing be
held for final approval of rates and charges for wastewater and stormwater service.

The NSUARB rendered its decision on January 23, 2008, and directed Halifax Water to file a full COSS
no later than November 1, 2008, for the wastewater and stormwater components of its operations.
Halifax Water requested that the filing of a COSS be delayed, and the NSUARB granted an extension of
the filing date of the COSS to November 2, 2009. A further extension was requested and granted to
March 31, 2010.

Based on the directive imposed by the NSUARB, Halifax Water issued an RFP for a COSS. Five
proposals were received and, based on a formal evaluation, the COSS was awarded to G. A. Isenor
Consulting Limited in association with W.H Gates Utility Consulting Limited and R.M Loudon Limited.

The COSS was based on the financial results for the 2008/2009 fiscal year, the first full year of operation
of the combined utility, and the 2009/2010 operating budget. The accounting system was structured to
collect the direct costs of providing water, wastewater, and stormwater services while common costs were
allocated based on customer base. The COSS allocated the costs based on NSUARB rate setting
guidelines and accepted utility principles, compared them to the current rate structure, and included
recommendations for an appropriate rate structure on a go forward basis. The review also made
recommendations on all other charges imposed by Halifax Water to ensure they are fair and equitable.
The COSS will be filed in conjunction with the rate application by March 31, 2010.

7.2. Continuous Improvement Program

Although it is recognized that all utilities should focus on continuous improvement, there is more
opportunity for Halifax Water as it emerges from its recent merger. In recognition of this opportunity,
Halifax Water has enrolled in the QualServe program, jointly administered by AWWA and WEF. The
QualServe program is administered in two phases, a self-assessment followed by a peer review. The self-
assessment is essentially a survey that staff complete to gauge perceptions on how Halifax Water
compares to industry best practice. The self-assessment was conducted in November 2009 and will be
followed by an external peer review scheduled for March 2010. The peer review is conducted by water
and wastewater professionals from other utilities or consulting firms who conduct a thorough review of a
utility to determine its strengths and areas for improvement. The QualServe program is structured to look
at five key business systems for a water and wastewater utility, including Organizational Development,
Business Operations, Customer Relations, Water Operations, and Wastewater Operations. The
QualServe program will serve as a launching pad for a continuous improvement program to deliver
services in a more efficient and effective manner.

Wastewater and Stormwater Services and Water Services provide a similar range of services with respect
to operation and maintenance of infrastructure consisting of pipes, pumping stations, and treatment plants.
Effort will be invested into comparing current programs and practices, with a view to learning from each
other and to incorporating improvements into collective programs and activities.

8. BUSINESS RISKS AND MITIGATION STRATEGIES

There are many challenges and opportunities in front of Halifax Water and many more to come as society
becomes more aware of the importance of preserving the environment. In recognition of this reality,
Halifax Water intentionally elevated the environment to the same level as the customer in its service
delivery and entrenched this approach in the mission statement for the utility. The path to sustainability
for wastewater and stormwater is, however, fraught with perils. The level of investment will require
significant increases in funding levels which can only come from external funding programs (federal or
provincial) and/or the rate base. With external programs being unpredictable and indeterminate, base
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funding is more appropriately secured through the rate structure. Accordingly, Halifax Water will be
submitting a rate application by March 31, 2010, to align with the COSS recently completed, secure
funding to cover projected operating costs and to begin the task of addressing the utility’s infrastructure
deficit. This will need to be balanced with the ability of the customer to adjust to the new reality of full
cost recovery for the protection of the environment. It is recognized that not all customers view
protection of the environment as important and that Halifax Water will have to increase communication
and education to customers on this topic.

8.1. NSE Regulatory Compliance

With the construction of membrane filtration plants for three small water systems, Collins Park, Middle
Musquodaboit, and Bomont, Halifax Water will be in compliance with current provincial drinking water
regulations. Although the major legwork has been undertaken to reach this point, due diligence will need
to be exerted to ensure continuing compliance. In recognition of where the future is headed, Halifax
Water structured the utility to address regulations with the formation of the Environmental Services
department. The focus for the combined utility will be to upgrade and enhance wastewater facilities to
ensure environmental compliance. The following three facilities in particular will require special
attention:

1) Aerotech Park WWTF This plant has not performed up to compliance standards generally, and
discharges to a receiving water which does not have adequate flow during the year to meet the minimum
NSE flow requirements for dilution of treated effluent. The plant is also near capacity with growth tied to
expansion of the Halifax airport.

2) Lakeside/Timberlea This plant also discharges to a receiving water (Nine Mile River) which has
insufficient flow at certain times of the year to provide adequate regulated dilution. Development
approvals in the sewershed have been suspended by NSE, pending a resolution of the issue which may
involve piping raw sewage to the Halifax plant for treatment.

3) Pumping Stations and Combined Sewer Overflow Releases As indicated in previous sections, the
need to limit and ultimately reduce CSOs and SSOs will be a costly undertaking for sewer systems which
have large combined sections, or which experience significant | & | problems. Monitoring and reporting
overflow events will also add cost, and under the CCME strategy, such overflow data will be made
public. This will require a communications strategy to explain the overflows and plans to reduce or
eliminate them.

8.2. Pending CCME Wastewater Regulations

The Canadian Council of the Ministers of the Environment (CCME) has adopted a national strategy for
the management of municipal wastewater effluent that is expected to be implemented through provincial
regulations, after consultation with municipal utilities. The draft strategy advocates a risk-based approach
to management of wastewater effluent whereby requirements are based on environmental and health risk
assessments which are to be carried out for all treatment facilities. However, the strategy also includes a
prescriptive approach with a requirement for a uniform minimum standard for all effluent equivalent to
secondary treatment. Halifax Water’s inland treatment plants which discharge to fresh waters already
provide secondary or better level treatment, as does the Mill Cove plant in Bedford. The Eastern Passage
WWTF is also scheduled to be upgraded from primary to a secondary treatment level, but the three HHSP
plants are advanced primary. If upgrading to secondary level is required for the HHSP plants, the capital
costs could be in the order of $150M. It is possible, however, that the new strategy will allow HHSP
plants to continue with existing discharge requirements up to a 30 year maximum if other investments can
demonstrate greater environmental benefit. A more immediate operational/regulatory issue with Halifax
Water’s wastewater system is wet weather flow and resultant overflows into the environment. Many of
the sewers in HRM are combined, built many decades ago with many greater than 100 years in age.
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Combined sewers have not been permitted in HRM since the early sixties, but even the older separate
sanitary sewers experience inflow and infiltration problems.

Of the180 wastewater pumping stations owned by Halifax Water some 40 experience regular overflows.
Many of these overflows go to inland receiving waters, and as such represent higher environmental and
health risks than marine discharge of primary treated effluent. Much of the capital and operating budgets
have been allocated to mitigate these wet weather flow problems based on a priority ranking process. It is
preferred that resources be allocated based on risk and assessed priority rather than the basis of a national
standard which does not consider local conditions. Identification of funding mechanisms and cost-sharing
arrangements will be critical once the regulations for a national standard are rolled out.

The CCME strategy also proposes that combined sewer overflows (CSOs) will not increase in frequency
due to development. Where existing zoning within a sewershed allows for further development, HRM
may not have the authority to limit development based on only the likelihood of an increase in CSO
frequency. Mitigating strategies to curtail further increases in CSO events could be costly.

Adoption of the CCME strategy could also include formal federal/provincial agreements. One proposal
from Environment Canada is the promulgation of a regulation under the Fisheries Act for the municipal
sector. Currently, without a regulation, the municipal sector is regulated by means of a general prohibition
under the Fisheries Act on the release of a substance deleterious to fish habitat. This means that risk of
prosecution under the Fisheries Act is uncertain and prosecutors do not have to demonstrate
environmental impact or guideline infractions to be successful. A regulation will reduce uncertainty
related to the risk of prosecutions but will also likely increase standards for wastewater treatment.

In order to mitigate the impact of the CCME strategy, staff must begin to review worldwide best practices
and develop a wastewater quality master plan. The plan should look at long-term trends and place the
utility in a position to meet future regulations before they are implemented in Nova Scotia.

8.3. Development Pressures/Obligations

Although the HRM Regional Plan has helped reduce the risk of infrastructure build out in too many
different areas at one time, there are still obligations to extend infrastructure within current service
boundaries that place the utility at financial risk. The two most pressing areas where development
requires significant infrastructure are Bedford West and Lakeside/Timberlea. Bedford West has been
designated as the primary growth area under the Regional Plan and will see population growth in the
order of 25,000 over the next 20 years. The financial risk to the utility from this development can be
mitigated through the NSUARB approved Capital Cost Contribution (CCC) policy.

The CCC policy is a master infrastructure policy and costing methodology that facilitates development
through apportioning new infrastructure costs amongst developers and stakeholders deriving direct
service benefits. The policy is intended to provide a fair and equitable allocation of costs associated with
benefits received from new infrastructure. It was developed to be simple to understand and predictable in
its application and includes the following three key requirements: a Master Plan Study; an
Implementation Plan for the construction of required systems; and a Finance Plan to fund the required
infrastructure identified in the study.

The design standards and specifications of Halifax Water provide direction in the identification of the
required master infrastructure for the charge area.

Beginning with Bedford South in 1996, Halifax Water has developed and received approval from the
NSUARSB for the implementation of nine separate CCC charge areas. These areas are in various stages of
development with Halifax Water collecting money on a per acre basis as development proceeds and in a
separate yet parallel path paying for the master infrastructure required to facilitate the development.

With respect to risk mitigation, Halifax Water supports new development; however, it is not prepared to
accept all the financial risk of new development. As a result, where Halifax Water decides to invest in

-18-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

master infrastructure before the required offsetting contribution is collected, it must have an acceptable
and reasonable implementation plan, and interest will be added to capital cost contributions as part of the
finance plan. In the event that a major component of infrastructure is required before the contributions are
collected, Halifax Water may require the developers to assume the risk and invest in the infrastructure.
The developers would be subsequently reimbursed when capital contributions are received by Halifax
Water through continued development in the charge area.

Although this risk mitigation strategy helps limit Halifax Water’s exposure, it is normal for the
infrastructure costs by Halifax Water to be ahead, on a cash flow basis, of the per lot collection. This risk
increases in development areas that may slow down subsequent to infrastructure installation or not reach
full build-out potential.

The other service area where development obligations present risk to Halifax Water is
Lakeside/Timberlea. As aresult of directives from NSE (referenced previously), Halifax Water must find
a solution to either upgrade treatment and capacity at the Lakeside/Timberlea WWTF or divert raw
sewage to Halifax to allow development to proceed. Either of these solutions will be costly (in the order
of $6 to $12M) and the CCC policy referenced above may not be utilized to cover these costs as the
existing developers have as of right status to develop the subject lands. The current wastewater treatment
CCC can be utilized for the infrastructure upgrades but will not be near enough to fully recover costs. As
a result, funding for this infrastructure may have to be supplemented from the rate base. The options to
facilitate development are under active review with the assistance of consultants.

Except for as of right development, growth within the Eastern Passage sewershed has also been curtailed
as current flows within the area overtax the capacity of the Eastern Passage WWTF during wet weather
events. The proposed project to upgrade treatment and capacity is in the RFP evaluation stage, and
construction is expected to start in the fall of 2010, subject to NSUARB approval. This project will be
partially funded by the wastewater treatment CCC currently in place but will rely heavily on debt
financing assigned to the rate base. Failure to proceed in a timely manner could result in regulatory
orders from NSE who have been directing HRM, and now Halifax Water, to upgrade the plant to reduce
sewage overflows to the environment.

8.4. Water Conservation

The 2007/08 and 2008/09 wastewater/stormwater business plan recognized a decrease in water
consumption based on past experience and current trends. A projected decrease of 1% of consumption
each year is incorporated into the 2010/11 and 2011/12 business plan consistent with the projections
contained in the 2005/06 to 2009/10 water business plan developed for Halifax Water. The continued
downward trend is attributed to customers responding to increasing water and wastewater rates,
incorporation of water efficient fixtures and appliances, and a general environmental awareness. If
conservation results in a greater decrease in metered sales, the operational revenue projected in the
business plan will not be achieved.

In an effort to mitigate financial impacts from conservation effects, it is envisioned that a future
wastewater rate structure tied to the COSS will resemble the current water rate structure. In this manner,
a base charge will be tied to customer meter size to represent fixed costs and a second element will be
based on consumption to reflect variable costs. In addition, it is expected that a different rate structure
will be implemented for stormwater than currently exists. Currently, stormwater charges are based on
water consumption whereas a future charge is likely to be based on impervious surface area.

Halifax Water will continue to promote water conservation as it is a sustainable practice that will benefit
the utility, customers, and the environment. The promotion of water conservation will be carried out
through direct education and partnerships with HRM and other Non-Governmental Organizations (NGOSs)
which have proven successful in the past.
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8.5. Halifax Harbour Solutions Project

The original HHSP life cycle funding model allowed for a reserve capital component which was to be
paid by HRM to the private consortium, Halifax Regional Environmental Partnership, for equipment
replacements and other capital works. There is presently no similar provision for $130M of treatment
infrastructure constructed under contract with Dexter and Degremont. Following the three year
warranty/guarantee period for each HHSP plant, there will be future ongoing yearly capital requirements.
In order to deal with this issue, consideration will be given in the upcoming rate application to set up
depreciation schedules for HHSP infrastructure in conjunction with other wastewater/stormwater assets.

Based on current performance, it is also possible that Halifax and Dartmouth WWTFs may not meet NSE
permit requirements due to the influent level of soluble BODS5 and limitations of the enhanced primary
process to respond to rapid changes in influent quality and quantity. Should this occur, an option may be
to request a new or interim permit from NSE to allow a higher BOD5 discharge limit. Alternatively, NSE
could require an upgrade to partial or full secondary treatment at an estimated cost of $40 to $100M.

Although not originally envisioned by HRM, Halifax Water will incur increased staffing costs as the
Halifax WWTF will be operated on a 24 hour/365 day operation in recognition of the need to quickly
adjust the treatment process to adapt to rapidly changing quality and quantity of wastewater entering the
plant. The extended hours operation has a moderate financial impact that will require an additional
$300,000 in annual funding.

Presently, both facilities require a number of construction/contract deficiencies to be resolved in addition
to fine-tuning the treatment processes. The Degremont enhanced primary process has proven, to date, to
be difficult to operate during high flow periods, first flush after extended dry periods and when influent
has a high salt content due to HRM ice control for streets. Both of these facilities (Halifax and
Dartmouth) are serviced by combined sewer systems which include domestic waste and storm/street
water run off.

Related to the above HHSP issue is the moderate probability that the Dartmouth WWTF may require four
more process technicians at an additional cost of $300,000/year in order to develop a 24 hour shift
arrangement as is presently the case at the Halifax WWTF.

With current financial projections and assumptions incorporated within the proposed 2010/11 and
2011/12 operating budgets, operating expenses will be higher than originally projected by earlier financial
models prepared by HRM. In addition to increased staffing at the Halifax plant, electricity and chemical
costs have increased dramatically since 2002 when the original model was developed. The original model
also projected higher customer consumption than currently exists within the service area. It is also
recognized that the HHSP plants have not been operating under a full “normal” year of operations. This is
due to the Halifax WWTF flood incident and the fact that both the Herring Cove and Dartmouth WWTFs
have not reached substantial completion yet. In accordance with the Transfer Agreement of June 12,
2007, these two plants will be transferred to Halifax Water within six months after substantial completion.

8.6. Aerotech and Small Wastewater Treatment Facilities

Aerotech Park WWTF is not consistently meeting NSE compliance due to stormwater infiltration and
variable loadings, and is nearing maximum capacity. Halifax Water has initiated a process to expand this
facility as mentioned in Section 8.1. Halifax Water operations and engineering staff, with the assistance
of an outside consultant, have been evaluating and implementing changes in an effort to optimize and
improve the plant process.

Small plants (such as Frame, Wellington, and Uplands Park) continue to pose a challenge in terms of
meeting the effluent requirements. However, plans are in place to upgrade/renew these facilities in light
of the upcoming CCME regulations.
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8.7. Energy Costs

Electricity consumption will also represent a high component of all WWTF operations costs. As in the
case for all electrical consumers, NSPI rate increases will be affected by other energy commaodity price
increases.

Furnace (boiler) fuel will be utilized for treatment facility heating purposes with the option to burn natural
gas at the Dartmouth and Halifax facilities with recently installed gas laterals to the plants. Ultimately,
there may be a reduction in heating costs once natural gas is available to all of these facilities.

Once all HHSP facilities are turned over to Halifax Water, a systematic review of energy optimization
will be undertaken for all treatment plants to minimize energy costs. It is expected that energy savings
will be realized through recommendations from an energy audit. In addition to these direct measures,
staff is currently exploring the potential for a Green Thermal Utility (GTU), in partnership with HRM, to
extract heat from sewage at the Halifax, Dartmouth, and Mill Cove plants. The extracted energy will be
used to heat institutional, commercial, and industrial buildings nearby at an acceptable rate of return to the
utility.

As HRM nears the completion of its public consultation on wind energy, Halifax Water will also explore
opportunities with green energy generated from wind turbines erected on the watersheds of Lake Major
and Pockwock/Tomahawk Lakes.

To further emphasize the strategic importance of energy reduction, Halifax Water has entrenched its
measurement within the Corporate Balanced Scorecard (see Appendix E).

8.8. Leachate Treatment

The ability to shift the treatment of Otter Lake landfill leachate, and New Era and Miller compost
leachates to the Highway 101 Leachate Treatment Facility is important in order to reduce loadings and
environmental risks at Mill Cove and Aerotech. There is some risk that continued treatment of leachate at
Mill Cove will cause disruptions in the process which could result in non-compliance with NSE operating
permits. As a first step to treating all leachate at the Highway101 facility, HRM’s Solid Waste division is
exploring an equalization/receiving tank for tanker trucks in the 2010/11 fiscal year, pending NSE
approvals.

8.9. External Funding

Significant external capital funding for existing wastewater/stormwater infrastructure was available in the
past several years, primarily from external sources such as the Canada Strategic Infrastructure Fund
(CSIF-$24M), the Municipal Rural Infrastructure Fund (MRIF-$5M), and the Gas Tax ($5.1M per year
for three years). None of these funding sources are sustainable. In fact, no additional external funding is
available for wastewater/stormwater infrastructure beyond the fiscal year 2009/10. Halifax Water has
successfully completed all projects that were funded from these external sources thus maximizing their
benefit. The exception is the Gas Tax program, where a few projects remain to be completed in 2010/11
consistent with the program guidelines.

The challenge for Halifax Water will be in tapping external programs in the future. Although several
Halifax Water projects were put forward as candidates for stimulus funding from the federal government,
none were chosen. At the time of writing this business plan, no new programs from the federal and
provincial governments were identified. It is anticipated, however, that pressure will continue to be
exerted from the Federation of Canadian Municipalities (FCM) for a federal/provincial funding program
to assist utilities in their activities to achieve compliance with the CCME national wastewater strategy. In
recognition that external funding is likely to be limited in scope, Halifax Water will need significant rate
increases to fund infrastructure development or, alternatively, a greater burden for investment will rest
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with future generations. Under a regulated environment, this approach is not in compliance with the
Public Utilities Act which promotes intergenerational equity.

8.10. Eastern Passage Wastewater Treatment Facility Upgrade

As described in Section 6.1.3, Halifax Water is proposing to upgrade the treatment process and capacity
of the facility to comply with the CCME strategy and allow for continued growth within the Eastern
Passage sewershed. At the time of writing this business plan, Halifax Water had received three proposals
in response to the RFP process with bids ranging from $52 to $70M although further detailed evaluation
will be necessary before a preferred proponent can be identified.

With the initial preliminary estimate in the order of $35M, the tender costs are significantly higher than
what was budgeted. The two year business plan contains funding for $35M ($5M from wastewater
treatment CCC’s and $30M in long term debt) and it is expected that additional funds will need to be
allocated to the project in the 2012/13 fiscal year. In recognition of the impact beyond the term of this
business plan, staff will review options to mitigate future rate increases. One option is to reduce the
normal capital budget in future years (2012/13 and beyond) by $2M which is enough to carry the debt
financing for $20M in capital, based on today's interest rates which are in the order of 6%.

The technical team will continue with the next steps in the process of evaluating the proposals to identify
a preferred proponent and analyze the discrepancy between the proposals received and the preliminary
estimate prepared by consultants in 2006. Based on current schedules, it is likely that staff will present a
report to the Halifax Water Board in April or May to determine the preferred approach to the project.
Halifax Water remains committed to finding a solution to allow development to proceed within the
Eastern Passage sewershed, all while protecting the environment including the reduction of SSOs, in
compliance with future CCME regulations.

9. RECOMMENDATIONS FOR RATE APPLICATION

The rate application that will be filed with the NSUARB as a result of the 2010/2011 and 2011/2012
business plan will need to address the following four objectives.

1) Implement the recommendations of the COSS with regard to a rate structure that is fair and equitable
for all classes of customers and other charges that recognize the cost of providing the water,
wastewater, and stormwater services, including the transition from the current structure while
mitigating rate shock.

The report on customer consumption patterns recommends that a single block rate is appropriate for all
classes of customers. The COSS recommends that while the existing water rate structure with some
minor adjustments is fair and equitable for all classes of customers, the current wastewater/stormwater
rate structure is not fair and equitable. The current consumption based rate structure does not allocate
cost fairly to the various customer classes. With the current structure, the customers with the smaller
meter sizes, which include the residential customers, are being subsidized by customers with the larger
meter sizes which include the industrial, multi-residential, commercial, and institutional customers. To
correct this inequity, there needs to be a restructuring of the rate structure between the various
customer classes which will include separating the costs of providing wastewater service from
stormwater service. This restructuring will result in a realignment of rates, such that customers with
smaller meter sizes will pay more, while customers with larger meter sizes will pay less. This
restructuring is necessary to transition the rate structure to conform to proper user pay principles. It
will not in itself, however, generate additional revenue for Halifax Water. Halifax Water will
recommend that this restructuring be implemented in one transition on October 1, 2010.
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Provide sufficient operating revenue for the 2010/2011 and 2011/2012 fiscal years to cover both the
operating and non-operating costs for service delivery , including the implementation of depreciation
allowances for wastewater and stormwater assets that were not previously provided for in the rates.

The new rate structure, although ensuring that customers are paying the correct relative rates between
customer classes, is a revenue neutral change. It will not provide for the operating and capital needs
for the wastewater and stormwater services. The consumption based rate structure that was transferred
on August 1, 2007, was not sufficient to provide for the operating and capital needs of the utility. The
structure was comprised of an EP charge and a WWM charge. The EP charge was used to pay for
wastewater treatment and associated trunk sewers and pumping, including the HHSP. The WWM
charge was used to pay for wastewater and stormwater collection systems. The last increase in the EP
charge was October 1, 2007, following the merger. It was the final increase approved by HRM
Council to provide funding for the HHSP. The last increase in the WWM charge was on April 1, 2004.
Both charges are insufficient to provide for the operating and capital needs of the utility.

For the 2008/2009 fiscal year, the first full year that Halifax Water operated the
wastewater/stormwater system, the WWM charge generated revenue of $12,180,000. The direct costs
of operating the wastewater/stormwater collection system were $12,155,000. This did not include
administration, customer service, engineering, debt servicing, depreciation or any replacement or
rehabilitation. Prior to the merger, administration was covered by the tax base while customer service
costs were paid for by the water rate. For the 2008/2009 fiscal year, EP charges generated revenue of
$30,292,000. This revenue was used to pay for the following costs: wastewater treatment @
$11,914,436; debt servicing (including the HHSP) @ $12,461,874; and common costs allocated to
both wastewater and stormwater @ $6,283,513. These costs totaled $30,659,823 and did not allow for
any depreciation to recognize the deterioration of the assets and providing for their replacement.

Included in the wastewater treatment costs of $11,914,436 were HHSP related operating costs of
$7,324,965. These do not represent the full costs of operating the HHSP plants due to delays in the
completion of the project. For 2010/2011 and 2011/2012, HHSP costs based on full operation are
projected to be $12,181,492 and $12,644,488, respectively. The foregoing information indicates that
the current revenue generated from customers does not cover the current operating costs of the
wastewater and stormwater collection systems or the cost of operating the HHSP assets once
substantial completion has been achieved. Thus, an increase in rates will be needed to provide
sufficient funding for these costs.

Implement a capital funding strategy in conjunction with the debt policy that will begin to address the
infrastructure deficit and regulatory compliance issues facing the utility.

The revenue provided by the current rate structure does not provide for any funding for replacement of
the existing wastewater and stormwater infrastructure, much of which is reaching the end of its useful
life. New regulations under the CCME strategy will also dictate increased operational and capital costs
to keep the utility in compliance with environmental regulations. Rates will have to increase to provide
the necessary funding from a combination of depreciation and direct capital from revenue and debt
servicing costs in conjunction with the debt policy.

Consolidate the separate rules and regulations for each service into one schedule for the utility.

Currently, there are separate schedules for each of the three services provided — water, wastewater, and
stormwater. A consolidated schedule will be more convenient for customers.
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10. COMMUNICATIONS STRATEGY

Overview

The short-term key focus of Halifax Water’s communication strategy will be on clarifying both the
upcoming NSUARB rate application and the ongoing Halifax WWTEF recovery. The request for increased
rates, which is primarily driven by the inherited wastewater infrastructure deficit and is supported by the
results of the COSS, will inevitably be linked by the public to the HHSP and, more directly, to the
recovery of the Halifax WWTF. While these two issues are our focus, Halifax Water will have to make a
concerted effort to keep them separate — in other words, to assure the public that they are not simply
paying for repairs to the Halifax facility.

Guiding our overall strategy, we will push home the message that we are in the public health and
environmental protection business, and that Halifax Water’s success is integral to our region’s economic
success (both short-term and long-term). Our messages will reinforce the underlying themes of:
environmental stewardship; fiscal responsibility; continuous improvement through adoption of industry
best practices; infrastructure renewal, and regulatory compliance; all for the betterment of our customers
and our environment. We will need to continually articulate the requirement for investment in
infrastructure, which is best explained by the need to look after assets for future generations to enjoy. This
is a legacy issue, and we have a collective responsibility to pay our way so that our grandchildren, and
even their grandchildren, will not be overburdened by our neglect.

Resources

Our communication strategy will tap both internal and external sources. Each employee of Halifax Water
is an ambassador for our cause. We will seek out and encourage partnerships to get our message out.
Groups and organizations such as The Discovery Centre, schools, NGOs, Chamber of Commerce,
Homeowner's Association, Nova Scotia Homebuilders Association, other trade groups, and HRM
(through Councillor orientation sessions and Regional Council presentations) will be approached.
Through a Service Level Agreement proposal previously submitted by HRM’s External & Corporate
Affairs (ECA) Department, Halifax Water will be tapping into ECA’s web, graphic and communications
expertise. This group has an extensive pool of talent to help us develop our website and graphic elements
that will be critical to getting our message out in a clear, simple, concise manner. In recognition of the
importance of public relations over the next two years, Halifax Water will contract with external
communications firms, as appropriate.

Communication Channels

Direct communication to residents and businesses through public talks, school visits, and direct-to-
consumer pieces (Naturally Green, Water Talk, water bill inserts) are effective means of reaching the
public. A well-designed website, with links to sites that promote public health and environmental
protection, would be a very effective way of putting a lot of information in the hands of our public.
Resources will be needed immediately in this regard to ensure articles are copy ready and the Web site is
live by the time we submit our rate application to the NSUARB.

Media events are also very effective ways to create support. The re-opening of Black Rock and Dingle
beaches will be key milestones, demonstrating that the HHSP is back on track and in better shape than
ever. With respect to the re-opening of the beaches, it is suggested that specific re-opening parties not be
celebrated, but the “annual beach party” theme be continued as it was last year at Dingle Beach and Black
Rock Beach. Discussions will be undertaken with the local Councillors to see how they would like to
proceed.

Advertising is an important part of Halifax Water’s communication strategy. Over the past five years,
themed advertising has created great public support, and recognition for the Pollution Prevention (P2)
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program. The well-established link to our P2 ‘Don 't Dump This’ message should continue to be a
supported theme.

Unambiguous, well-timed press releases and press conferences play a valuable role in maintaining clear
communication. Halifax Water will hold a press conference on the day the rate application is submitted in
order to clearly outline what our application is all about. At the press conference, we will have clear and
concise handouts/education materials available to reinforce our message.

Specific Challenges

Rate Application The challenge here will be to keep the message clear, simple, and concise. A focus on
dollar amount increases instead of percentages will be crucial. Cost comparisons to other household
services (e.g., phone, cable, and Internet) and/or to water rates in other jurisdictions may also aid in
showing customers the comparative value of the essential services Halifax Water is providing. Current
data show that rates in HRM are still below the national average for “comparable” cities.

While the monthly increases are well within reach of the average customer, sensitivity must be shown to
those on low or fixed income, as it is probable that in their case the increase will have an effect on their
standard of living. Consideration for an assistance fund could be incorporated into the overall rate
structure. Similar programs have been adopted by other utilities with administration through other
agencies (e.g., NS Social Services or Salvation Army).

COSS The message coming out of the COSS is that a shifting of the rate structure is required to better
and more equitably fund the wastewater system. Again, we have to manage public perception to ensure
that this isn’t seen as a backdoor financing of the Halifax WWTF recovery.

Halifax Water needs to capitalize on the fact that, as a regulated utility, we are held fiscally accountable
for actions. Revenues collected from customers stay with the utility and are used only for necessary
operations, maintenance, and capital upgrades to utility infrastructure. We need to let ratepayers know
where their dollars are being spent. They need to know that the NSUARB is their watchdog.

We need to also let ratepayers know that, like the regulations that came out of Walkerton, the new CCME
regulations are being put in place for public health and environmental protection reasons. While
compliance to these regulations increase Halifax Water’s operating costs, it improves our performance as
a water and wastewater/stormwater utility. Our customers, and their environment, will be safer because of
these new regulations.

Inflow & Infiltration (I & I) The | & | program, while still in its infancy, is ramping up. The challenge
with this valuable program is to educate affected residents on why it is necessary, why they need to be in
compliance, and why they may be required to incur costs.

Selling the message of compliance with regulations will be tough. The best approach is to follow the
environmental “in my backyard” approach. Residents need to see the direct benefits to their
neighbourhood and themselves of reducing overflows into lakes, streams, and their own basements. We
should make our customers aware of the fact that this has always been the law; it is simply the required
compliance that is new.

We need to be seen as supporting residents in their compliance with this program, and pending funds
available, we will consider small enticements (such as rain barrels) and direct financial aid.

Summary

This will be a challenging period ahead for Halifax Water. It is always difficult to get public support for
rate increases, and some customers may believe they are paying more for the same thing. We must
clearly show the public that it is not the same thing. The water that they are receiving is safer and more
secure. Wastewater and stormwater are doing less damage to the environment, and the infrastructure that
makes it possible for residents to turn on their taps and flush their toilets is steadily being upgraded for
enhanced performance and longevity.
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Appendix B Current Department Programs

The following six current department programs were written by Halifax Water directors, in order, by Reid
Campbell (Water Services), Susheel Arora & John Sheppard (Wastewater & Stormwater Services),
Blaine Rooney (Finance & Customer Service), Jamie Hannam (Engineering & Information Services),
John Sheppard (Environmental Services), and Virginia Veinot (Human Resources).
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B.1. Water Services
Overview

The Water Services department is responsible for the management, operation and maintenance of the
municipal water system. The scope of responsibilities is from the source to the customer’s tap.

The municipal water system consists of three large systems (Pockwock, Lake Major, and Bennery)
serving the core area of Halifax Regional Municipality and the Airport/Aerotech Park, and six small
systems (Collins Park, Middle Musquodoboit, Five Island Lake, Silver Sands, Miller Lake, and Bomont),
largely serving rural/suburban areas. The systems are described briefly as follows:

Pockwock Water Supply System The Pockwock water supply system is the regional water system for
the communities of greater Halifax area, including Bedford, Sackville, and other communities on the west
side of Halifax Harbour with 47,918 customer connections. The water source is Pockwock Lake, and the
water is treated at the J. Douglas Kline Water Supply Plant which was commissioned in 1977.

Lake Major Water Supply System The Lake Major water supply system is the regional water system
for the communities of Dartmouth, Eastern Passage, Cole Harbour, Westphal and North Preston, with
31,128 customer connections. The water source is Lake Major and the water is treated at the Lake Major
Water Supply Plant which was commissioned in 1999.

Bennery Lake Water System. The Bennery Lake system is the water supply system for the Halifax
Stanfield International Airport and the Aerotech Industrial Park. The water source is Bennery Lake, and
the water is treated at the Bennery Lake Water Supply Plant which was commissioned in 1986. This
system was transferred from Halifax Regional Municipality to Halifax Water in 2006. As successors to an
agreement between Transport Canada and the Halifax County Industrial Commission which facilitated
development of the water system, Halifax Water operates the portion of the water system on federal
property, owned by the Halifax International Airport Authority.

Collins Park Water System This system serves customers in the Collins Park and Kendlemark
subdivisions in the Wellington area. It was constructed by Halifax County in the 1980s in response to
high levels of arsenic in local wells. The system serves approximately 75 customers. The water source is
Lake Fletcher which is part of the Shubenacadie River/Canal system. A new membrane filtration plant to
meet provincial regulations is expected to be commissioned in early spring of 2010.

Middle Musquodoboit Water Supply System This system serves approximately 105 customers in the
community of Middle Musquodoboit. The system was constructed in 1989 by Halifax County in response
to water quality/quantity problems in the community. The water source is the Musquodoboit River. A
new membrane filtration plant is expected to be commissioned in the winter of 2010.

Five Island Lake Water System This system serves 11 customers in Five Island Lake near Hubley. The
system was constructed by Halifax County in 1993 as part of the remediation of a PCB spill
contamination event in the area. The system is served by a single well. By agreement with those
customers directly affected by the PCB contamination event, the Province of Nova Scotia pays the
customers’ water bills. This agreement expired on March 31, 2009; however, as of this date, the province
is continuing to pay the customers’ bills.

Silver Sands Water System This system serves approximately 44 customers in the Silver Sands mini-
home park in Cow Bay. This system was originally constructed in the 1970’s by the park developer.
Halifax Water assumed ownership of the utility in 1999 in response to a review by the NSUARB who
were responding to complaints from system customers. The system was upgraded by Halifax Water and is
served by two wells and a treatment plant which removes iron and manganese.

Miller Lake Water System This system serves approximately 45 customers in the Miller Lake
subdivision near Fall River. Halifax Water assumed ownership of the system in 2002 in response to a
request by the utility owner/homeowners association who were unable to continue operating the system.
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The system was upgraded by Halifax Water and is served by three wells and a treatment plant for arsenic
removal.

Bomont Water System This system serves approximately 17 customers in the Bomont subdivision near
Elmsdale. Halifax Water expects to assume ownership of the system in 2010 after operating the system on
contract for approximately 7 years. The system was constructed by the local utility society in 1983, with
financial assistance from Halifax County when private wells proved unusable due to quality concerns.
The water source is the Shubenacadie River, and a new membrane/anion exchange plant is expected to be
commissioned in 2010.

Significant Programs and Activities

This section briefly describes fourteen of the more significant programs and activities that are currently
active in the Water Services department.

Operator Certification Program

In 2005, as part of the drinking water strategy, NSE introduced the concept of continuing education for
operators. Prior to 2005, once obtained, an operator license was valid as long as the operator was active.
Between November 2005 and April 2006, all operators were issued new licenses with an expiry date four
years from the date of issue. In order to renew the licenses, operators are required to obtain a specified
number of Continuing Education Units (CEUs) over the four year period of the license.

While we have always provided ample training to staff, it will take considerable focus to establish an
administrative system whereby operators can obtain valid CEUs in an orderly fashion, their progress
tracked, and all 78 license holders in the department can renew without having their licenses lapse. Work
is well underway in establishing these systems and processes.

We are also well on the way to establishing a progressive training program which will provide a variety of
opportunities for staff to upgrade skills and monitor their progression to license renewal. Partnerships are
being explored with training companies so that an ongoing training program can be established to meet
license renewal needs and provide skill development throughout an operator’s career.

Nova Scotia, like other jurisdictions across North America, has a four level system for certification of
treatment collection and distribution system operators. Each system, and plant, depending on its size and
complexity, is classified as Level I, 11, 111 or V.

Halifax Water’s large water distribution systems are classified as Level 111 and its large water supply
plants as Level IV. Historically, it has been difficult to ensure that supervisory staff have the required
degree of certification, particularly on the water distribution side. This is because Level 11l and IV
certification is difficult to achieve without post secondary education, and most supervisory staff in water
distribution come to their positions with a wealth of hands-on experience but without the formal post
secondary education.

Rightly, NSE is moving to an operator enforcement model consistent with other North American
jurisdictions. The challenge for Halifax Water is to start a program to identify utility operations staff with
supervisory potential and ensure they have sufficient training, and in some cases advanced education in
order achieve the required level of certification. Ideally, in a 5-10 year time frame, all water distribution
supervisors will have Level 111 certification.

Transmission Main Management

For over 20 years, Halifax Water has realized that it shares a common problem in North America;
premature failure of pre-stressed concrete transmission mains. Since the mid 1980’s, we have experienced
approximately 20 transmission main failures. These failures are costly in terms of expense of repair,
disruption in service, publicity, property damage and risk of injury.
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The Engineering and IS department is developing a transmission main management program that uses the
best available tools to assess existing transmission mains, prioritize repairs, select repair methodologies
and monitor pipe to assess performance. Through this program, we will minimize our risk of further
failures while replacing and rehabilitating mains in a manner that optimizes capital expenditure.

Significant resources are dedicated to maintaining readiness for transmission mains emergency repairs,
testing repair and monitoring technologies and operating the system to accommodate repair projects.
Management of transmission mains will remain an area of focus for several years to come.

SCADA Master Plan

With the merger in August 2007, the responsibility for SCADA was placed with the Technical Services
section in the Water Services department. Since municipal amalgamation in 1996, this group has worked
successfully to upgrade and unify the SCADA system used in the various water service regions and
facilities.

The merger brought a doubling of the SCADA system with the wastewater components in need of
upgrading and residing on a variety of platforms. As a result, significant investment is required in order to
have a unified and modern system. The rapid upgrading of the wastewater system and the demand for
support services from the Wastewater Services department required an expansion of staff within the
Technical Services group.

The SCADA Master Plan project was launched in 2008 to create a strategy to bring about an upgraded
and unified system and to make recommendations for SCADA system improvements to ensure that the
section is equipped to manage the expanded system and increasing demands for service. The SCADA
Master Plan was completed in January 2010. This plan encompasses a detailed program of capital
improvements aimed at creating a modern and unified SCADA system covering both water and
wastewater facilities and that enables the corporate wide sharing of process related data that is currently
available in the water system. This plan includes standards for remote SCADA facilities, programs to
expand PI availability, a program for retiring obsolete remote terminal units (RTUs) and their
replacement with modern systems, a plan to expand and strengthen the radio communication system and a
plan to manage system alarms in a consistent and reliable fashion. It is anticipated that implementation of
the plan will begin at the start of the 2010/11 fiscal year. The plan includes cyber security
recommendations aimed at hardening our SCADA system against cyber attack. The plan also gives
direction in terms of realigning the Technical Services division to position it to deliver the SCADA
Master Plan while continuing to meet operational needs.

HRM Utility Issues

At the time of the merger in August 2007, HRM undertook two initiatives that had a significant impact on
distribution system operations. First, HRM began to recover from Halifax Water the cost of valve box
adjustments when valve boxes need to be adjusted as a result of HRM paving projects. Halifax Water is
required to reimburse HRM for costs they incur in their paving projects to adjust Halifax Water
appurtenances. In the 2008 construction season, HRM invoiced Halifax Water $350,000 for water valve
box adjustments. This is activity that would not have been undertaken if not for the paving projects. In
addition to the financial cost, Halifax Water is spending considerable staff time to manage the accounting
and quality control aspects of this program. There is also a financial risk for Halifax Water in that the size
of the program is not predictable. This is because the HRM paving program can vary dramatically from
year to year based on HRM Council focus and the availability of outside funding.

The other initiative is By-law S-300 — the Streets by-law. The new aspects of this by-law require all
utilities, including Halifax Water, to pay HRM a pavement impact fee for each asphalt cut made, with the
fee related to the size of the cut and physical condition of the street. Since this by-law has not yet been
fully implemented, we do not know the cost or administrative impact of this change. However, we
estimate it will be in the order of $150,000 per year.
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Water Quality Regulations

While the main effect of the provincial drinking water strategy is largely behind us, drinking water
regulations continue to evolve. A new guideline was released for Halo-acetic acids in 2008 that will result
in process changes in our Bennery Lake plant. A new guideline for corrosion control (lead) was released
in January 2010. The guideline will likely demand additional resources to implement. It may also result in
capital expenditures for mitigation strategies, beyond the term of this business plan depending on the
results of the monitoring demanded by the new guideline.

Halifax Water has recently received a draft document from NSE with the objective to revise its treatment
standards. In general, this document can be considered a revision of the 2002 standards, and we do not
anticipate as dramatic an impact as was experienced in 2002. Halifax Water’s initial review indicates that
the revision has more highly defined regulations in the areas of treatment plant waste and pathogen
inactivation, both of which have the potential for causing significant capital upgrades for many utilities.
In the time frame of this business plan, any impacts of these new standards will be largely operational for
Halifax Water in that the only requirement will be to assess the impact of the new standards on current
operations.

Source Water Protection

Halifax Water owns or manages approximately 15,000 hectares of watershed land. Source water
protection is the first barrier in the multiple barrier approach to maintain high quality drinking water, and
Halifax Water is very fortunate in that our large water supplies have relatively pristine and undeveloped
watersheds of primarily forested land. Maintaining these sources is a primary strategic initiative to
maintaining high quality water and protecting public health. The main elements of this program are:

[1 Forest management including selective cutting of over mature timber. This also includes recovery of
Hurricane Juan impacted forests.

Property management including patrols and boundary maintenance.
Watershed land purchases.
Watershed committees or advisory groups.

Enforcing and maintaining Protected Water Area designation under the Nova Scotia Environment Act.

O o o o o

Developing public involvement and education programs related to watersheds.

Halifax Water has twelve distinct water supplies including back-up and future reserve supplies that
require management. NSE requires that a current plan be maintained and implemented for each of these
sources, including an extensive monitoring program and the creation of an advisory group. In July 2009,
the position of Source Water Planner was created with the primary responsibility to maintain and
implement all twelve plans.

Halifax Water has always been a leader in source water protection, both in Nova Scotia and also
nationally. Two events have occurred in recent years, however, which have had a dramatic impact on our
source water protection efforts.

As part of the provincial drinking water strategy, the province required every water supply in the province
to have a source water protection plan. The plan content was not unlike what was already established for
the Pockwock Lake, Lake Major, and Bennery Lake watersheds. However, only best management
practices (BMPs) were in place for our small water utilities. In practice, however, the province is
demanding living plans with active liaison groups and detailed monitoring programs.

Historically, source water protection efforts have focused on property and forestry management. Over the
last several years, Water Services staff realized that these measures are not completely effective. There is
a need to engage our source water communities through education programs and liaison efforts. In order
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to have effective protection, we must be seen in a positive light as a major landowner in our source water
communities.

Both of these efforts have required a refocusing of efforts and the need to put additional resources into the
public parts of these programs.

Transfer of Responsibilities to Other Departments

Since the August 2007 merger, Water Services has been working with Environmental Services on the
transfer of environmental compliance responsibilities. In early August 2009, specific sampling
responsibilities were transferred from Water Services to Environmental Services. While this effort is
proceeding smoothly, the process of creating new business processes and relationships will continue for
some time.

Water Services currently manages the Environmental Management (EM) system used in the large water
supply plants. This is appropriate while the system is only used at Water Services facilities. Prior to
expansion of the EM system outside the Water Services department, the overall management of the EM
system will also have to be transferred to Environmental Services.

Small Systems

The upcoming year will see the commissioning of the small water plants at Collins Park and Middle
Musquodaoboit which will use complex membrane filtration. These plants will produce a very high quality
water, but will have increased operating costs and at least initially, demand a great deal more operator
attention. Also, a little later in the year, we will assume responsibility for the Bomont system where we
will also construct a membrane filtration plant. The addition of the three small membrane plants will
significantly increase the complexity of small system facilities. Training of staff will be a significant
focus in 2010.

Maintenance Management

It is recognized that there is a need for a maintenance management system for water service facilities.
Engineering and IS is leading an effort to determine needs and maintenance management system
capabilities. There is also an opportunity to make some work flow processes more effective through
adoption of such a system. Selection and adoption of a maintenance management system will be a
strategic focus for the next two years.

Water Quality Master Plan

In 2006, Halifax Water completed its Water Quality Master Plan. Recognizing the rapid advancement in
water quality regulations since the J. Douglas Kline Water Supply Plant was commissioned in 1977, the
plan was intended to set water quality goals for the utility and to develop a strategy which enabled Halifax
Water to meet these goals and to make the required process changes in an orderly way through process
optimization rather than massive plant renovations.

Based on a review of North American best practices, it was determined that the most effective way to
accomplish this would be to construct a pilot water treatment plant at the J. Douglas Kline Water Supply
Plant. The pilot plant was constructed in 2006 and a 3-5 year process research program was developed. A
three-year contract was signed with Dalhousie University in November 2006 to execute the research on
Halifax Water’s behalf. An extension until March 31, 2012, was recently approved by the Halifax Water
Board and the NSUARB. The pilot plant was built at a cost of $600,000 and the three-year funding
commitment to Dalhousie is $400,000. In April of 2007, with support from Halifax Water, Dr. Graham
Gagnon at Dalhousie University was awarded an NSERC Industrial Research Chair in Water Quality and
Treatment, based on our research program. This effectively doubled the funds available to Dr. Gagnon to
do Halifax Water related research and greatly broadened the scope of the research program. This NSERC
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Chair funding is available until April 2012, matching Halifax Water support with the possibility of
renewal into the future.

The long-term intent for water quality research has been to continue with Dalhousie University to some
logical point in the program, at which time Halifax Water would retain its own in-house research
capability. At that point, the focus on research would shift from developing strategies to achieve goals to
more of an operational support and quality maintenance approach.

We are currently at a point where much of the methodological research has been accomplished, and we
are just beginning to see research results that will lead to defined process improvement recommendations.
By continuing our partnership with Dalhousie University, we have the ability to take advantage of the
NSERC funding for at least a further two years, greatly enhancing the value we will receive. This
business plan is based on the recent renewal of the Dalhousie contract for a further two years at the same
level of funding ($135,000) per year, coincident with the end of the NSERC commitment. At the end of
the 2011/12 fiscal year, we will re-evaluate our strategy for water quality research.

Environmental Management Systems

In 2003, the J. Douglas Kline Water Supply Plant became the first municipal water or wastewater supply
plant in Atlantic Canada to have an EM system with 1SO 14001 registration. In 2004, the Lake Major
Water Supply Plant was also registered.

What originally started as a means of ensuring environmental compliance and achieving third party
certification of operations has become a valuable management tool. Staff have vigorously endorsed the
system, and the facilities have become much more effective and efficient as a result. The certification
audit process is valuable in that it continually identifies opportunities for improvement and challenges
staff to achieve these improvements.

We are currently exploring the possibility of expanding the registration to include the Bennery Lake water
supply plant and watershed land management operations. The benefits greatly exceed the ongoing
registration costs of $20,000 per year.

Pockwock Capital Renewal Program

As part of the study that established the Water Quality Master Plan, a capital replacement review of the J.
Douglas. Kline Water Supply Plant was conducted. Considering the plant’s 28 year age at the time, this
portion of the study looked at the condition of all the plant’s mechanical, electrical, structural,
architectural, process, and site components. The intent was to determine what level of reinvestment was
required to maintain the plant in a predictable fashion.

The study recommended a capital replacement program. On average, $250,000 per year has been
identified in the capital budget for upgrades and replacements. This program is being managed by the
Engineering and IS department with input form Water Services staff.

At some point in the next several years, a similar approach should be adopted for the Bennery Lake plant
which is 20 plus years old. This is not contemplated in the timeframe for this business plan.

Water Loss Control Program

In 2000, Halifax Water became the first utility in North America to adopt the IWA best practice
methodology for water loss control. Halifax Water is a recognized North American leader in this field and
has received national and international recognition for its achievements. In-house innovation and tools
developed by Halifax Water staff continue to set new benchmarks in state of the art methodology. Our
water loss control efforts have resulted in water savings of 35M litres per day and $600,000 per year in
operating savings compared t01998 benchmarks.
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This methodology, similar to the 1ISO 14001 EM program, has gone beyond being a tool to address a
specific problem. It has become an overriding philosophy for operating the system that has been bought
into by all distribution operations and technical services staff.

As demonstrated, the program does and should pay for itself. The program has reached a point where it is
approaching a maintenance phase where dramatic improvements are becoming more difficult to achieve.
As confirmed in a project commissioned by the Water Research Foundation, Halifax Water is deemed to
be near the optimal economic level of leakage.

There is room to take the utility to a higher level in water loss control; however, it will require a
reenergizing of participants, a shifting of focus from reducing leak run times to other areas such as
apparent losses and advanced pressure management, and a next generation of innovation in program tools.
This effort to refocus is now underway. Investment in new tools may be required with the background
condition being that the program should pay for itself in the long term.

Distribution Maintenance Program

The Water Services department is responsible for operation and maintenance of the distribution system.
In 2001, a set of service standards was developed for distribution system operation and maintenance. A
copy of these standards is provided to every employee involved in distribution system operations.

This program will continue as it has been effective, and proactive maintenance is widely accepted as
playing a key role in the multiple barrier approach to maintain high quality drinking water. It is
appropriate at this time that we review the service standards to ensure they are aligned with program
outcomes.
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B.2. Wastewater and Stormwater Services
Overview

The Wastewater and Stormwater Services department was created after the 2007 merger and has an
overall responsibility for wastewater and stormwater collection and the ultimate treatment and disposal of
the effluents to the receiving water in a sustainable and environmentally safe manner. In addition, the
department provides fleet services to all Halifax Water departments, including fleet maintenance utilizing
in-house resources and outside contracted service agreements. The fleet asset is effectively managed
using advanced tools such as Automatic Vehicle Locaters (an automated database that provides up-to-date
information on all vehicles at any time).

There are 15 WWTFs in HRM, including the three HHSP facilities, of which only one — Halifax — has
been transferred to Halifax Water. The other two — Dartmouth and Herring Cove — are still in the
commissioning process and not yet owned by Halifax Water. The seven large and eight small wastewater
treatment facilities and their respective collection systems, as well as the stormwater systems in these
sewersheds, are as follows:

Seven Large Facilities

Aerotech WWTF and collection system. This treatment facility serves the Aerotech Business Park and
the Stanfield International Airport and has been in operation since 1986, with treatment upgrades in 2006.
The treatment facility provides secondary treatment and discharges to Johnson River which flows to
Soldier Lake and into the Shubenacadie system. The wastewater collection system is a separated system.
Halifax Water provides wastewater service to the Airport pursuant to an agreement with the Halifax
International Airport Authority. Storm drainage is provided by a combination of pipes and open ditches,
eventually discharging to area watercourses.

Dartmouth WWTF and collection system. This facility is being constructed as part of the HHSP. Once
completed, the facility will become the responsibility of Halifax Water. The facility has been designed to
provide advanced primary treatment. It will discharge into Halifax Harbour. This treatment facility will
serve approximately 84,000 people in the communities of Dartmouth, Westphal, Port Wallis and
Burnside. The wastewater collection system is primarily a separated system with the exception of parts of
downtown Dartmouth, which are combined. Storm drainage is provided primarily by piped systems
(some deep, some shallow), although some areas rely on overland flow and ditches, discharging to area
watercourses.

Eastern Passage WWTF and collection system. This treatment facility serves approximately 38,000
people in the communities of Cole Harbour and Eastern Passage. It was constructed in the early 1970s,
with an expansion in the late 1980s. This facility provides primary treatment and discharges to the Halifax
Harbour. An upgrade to secondary treatment is planned for 2012 to meet receiving water requirements
and to accommodate further development. The wastewater collection system is a separated system.

Storm drainage is provided primarily by piped systems (some deep, some shallow), although some areas
rely on overland flow and ditches discharging to area watercourses.

Halifax WWTF and collection system. This treatment facility serves approximately 108,000 people in
the communities of Halifax, Fairview, Clayton Park, Purcell’s Cove, Rockingham and Bayers Lake.
Construction of this facility was completed in 2008 as part of the HHSP. This facility provides advanced
primary treatment and discharges into Halifax Harbour. The portion of the wastewater collection system
on peninsula Halifax is primarily combined, and the remainder is primarily separated. Storm drainage is
provided primarily by piped systems (some deep, some shallow), although some areas rely on overland
flow and ditches, discharging to area watercourses.

Herring Cove WWTTF and collection system. This treatment facility serves approximately 10,000
people in the communities of Herring Cove, Green Acres, Thornhill, Spryfield, Leiblin Park, William’s
Lake, Cowie Hill, Jollimore and Boulderwood. Construction of this facility is also being completed as
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part of the HHSP. This facility will provide advanced primary treatment and discharge into the outer
portion of Halifax Harbour. The wastewater collection system is a separated system. Storm drainage is
provided primarily by piped systems (some deep, some shallow), although some areas rely on overland
flow and ditches, discharging to area watercourses.

Lakeside/Timberlea WWTF and collection system. This treatment facility serves approximately 8000
people in the communities of Beechville, Lakeside, Timberlea, and the Lakeside Industrial Park. This
facility was constructed in 1984, provides enhanced secondary treatment and discharges into Nine Mile
River. The wastewater collection system is a separated system. Storm drainage is provided primarily by
piped systems (some deep, some shallow), although some areas rely on overland flow and ditches,
discharging to area watercourses.

Mill Cove WWTF and collection system. This treatment facility serves approximately 44,000 people in
the communities of Bedford, Sackville, Beaver Bank and Lively Subdivision. This facility was
constructed in the early 1970s, provides secondary treatment and discharges to the Bedford Basin. The
wastewater collection system is primarily a separated system. Storm drainage is provided primarily by
piped systems (some deep, some shallow), although some areas rely on overland flow and ditches,
discharging to area watercourses.

Eight Small Facilities

Belmont Subdivision WWTF and collection system. This treatment facility serves approximately 250
people in the Belmont Subdivision and was constructed in the early 1960s. This facility provides
secondary treatment and discharges to Halifax Harbour. Once the Eastern Passage WWTF expansion and
upgrade project is completed, the Belmont WWTF will be abandoned and the flow directed to the Eastern
Passage WWTF. The wastewater collection system is a separated system. Storm drainage is provided by
a combination of pipes and overland flow eventually discharging to area watercourses.

Fall River WWTF and collection system. This treatment facility serves approximately 440 people in
the community of Fall River and was constructed in 1994. This facility provides tertiary treatment and
discharges into Lake Fletcher. The wastewater collection system is a separated system. Storm drainage is
provided in part by shallow piped systems, overland flow and ditches discharging to area watercourses.

Frame Subdivision WWTF and collection system. This treatment facility serves approximately 140
people in the Frame Subdivision in Waverley. This facility was constructed in the 1960s. This facility
provides secondary treatment and discharges to a small unnamed brook which flows into Lake William.
The wastewater collection system is a separated system. Storm drainage is provided primarily by a
shallow piped system.

Middle Musquodoboit WWTF and collection system. This treatment facility serves approximately 210
people in the community of Middle Musquodoboit. This facility was constructed in the mid 1980s,
provides secondary treatment and discharges to the Musquodoboit River. The wastewater collection
system is a separated system. Storm drainage is provided primarily ditches discharging to area
watercourses.

North Preston WWTF and collection system. This treatment facility serves approximately 600 people
in the community of North Preston. This facility was constructed in the 1980s, and was expanded and
upgraded in 2006. This facility provides tertiary treatment and discharges to Winder Lake. The
wastewater collection system is a separated system. Storm drainage is provided primarily by overland
flow and ditches, discharging to area watercourses.

Springfield Lake WWTF and collection system. This treatment facility serves approximately 930
people in the community of Springfield Lake. This facility was constructed in 1989, provides secondary
treatment and discharges to a small brook which flows from Springfield Lake. The wastewater collection
system is a separated system. Storm drainage is provided primarily by overland flow and ditches,
discharging to area watercourses.
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Uplands Park WWTF and collection system. This treatment facility serves approximately 140 people
in the community of Uplands Park. This facility was constructed in the late 1960s, provides secondary
treatment and discharges to a wetland which leads to a small stream to Sandy Lake. The wastewater
collection system is a separated system. Storm drainage is provided by piped systems (some deep, some
shallow), overland flow and ditches, discharging to area watercourses.

Wellington Subdivision WWTF and collection system. This treatment facility serves approximately
130 people in the community of Wellington. This facility was constructed in 1976 and is scheduled for
replacement in 2010. This facility provides secondary treatment and discharges to Lake Fletcher. The
wastewater collection system is a separated system. Storm drainage is provided by a deep piped
clearwater system constructed in 2009, discharging to area watercourses.

Wastewater Treatment Division Overview:

The Wastewater Treatment (WWT) division of Wastewater and Stormwater Services is responsible for
the operation and maintenance of Halifax Water’s wastewater treatment infrastructure. The primary goal
is to process wastewater and biosolids in an efficient manner resulting in a final product that is compliant
with regulatory, health and environmental standards.

The WWT division consists of two sections, HHSP and non HHSP WWTFs. Each section has a
Superintendent and respective Supervisors for each of the larger facilities.

Halifax Harbour Solutions

This division is responsible for the operation and maintenance of the three Halifax, Dartmouth, and
Herring Cove WWTFs, which provide an enhanced primary level of treatment and effluent discharge to
Halifax Harbour.

The Halifax WWTF (100M litres per day capacity) was flooded as result of an accident on January 14,
2009; Halifax Water, having taken ownership of this plant five months later, is responsible for the
rebuild/recovery of the plant; a phased recovery is in progress. Phase 1 of the recovery consisted of re-
establishing flow through the plant with screening of debris and floatables and is essentially complete.
Phase 2 includes total plant recovery and treatment of influent to meet the desired effluent quality; this
phase is scheduled to be complete by spring 2010.

The Dartmouth WWTF (65M litres per day capacity) has been under commissioning since July 2008.
The facility has undergone a 14 day performance test in December 2009 and is being reviewed for
conformance to contract specification. It is probable that substantial completion will be reached in the
spring of 2010. Halifax Water staff are under the contractor’s supervision until substantial completion is
reached and HRM assumes asset ownership. Ownership will be transferred to Halifax Water within six
months after substantial completion in conformance with the 2007 Transfer Agreement.

The Herring Cove WWTF (35M litres per day capacity) has been constructed and is in the commissioning
stage which is expected to continue until the summer of 2010. Once the plant achieves substantial
completion, it too will be transferred to Halifax Water, in conformance with the Transfer Agreement.

As each facility achieves substantial performance, a three year performance and equipment warranty
comes into effect. Operations staff and management will have to adhere to strict owner/operator
obligations in order to maintain the warranties and protect Halifax Water in the event of any future
warranty or legal claims.

Non HHSP WWTFs

The remaining twelve WWTFs owned by Halifax Water have processes ranging from primary to tertiary
levels of treatment. In addition, Halifax Water is responsible for the operation and maintenance of an
HRM owned tertiary leachate treatment facility, and management of the utility’s biosolids program.
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The goal of operation of these plants is to meet or exceed NSE regulatory effluent discharge requirements
which are permit specific for each treatment facility on the basis of receiving waters (fresh or salt water
discharge) and the corresponding level of treatment. Some of these plants located in Eastern Passage,
Wellington, and the Aerotech Industrial Park are in need of upgrades to ensure compliance in the future.

Management of Halifax Water’s biosolids program includes: (a) liquid sludge transport, as well as
dewatering and processing of existing plant biosolids at the Aerotech Park Dewatering Facility, (b)
Administration of the HHSP dewatered biosolids trucking contract (Seaboard), (c) biosolids processing
for the on-site residential sector with approximately $700,000 in revenues generated each year, and (d)
administration of the N-Viro operations contract at the biosolids processing plant at Aerotech with an
estimated yearly production of 30,000 wet tonnes. The service standard for the biosolids program is to
meet NSE and Canadian Food Inspection Agency regulatory requirements.

In terms of leachate treatment, Halifax Water has service agreements with HRM Solid Waste for: (a)
treatment of leachate at the Mill Cove WWTF originating and transported from the HRM Otter Lake
Landfill Facility and (b) operation and maintenance of the Sackville Landfill leachate tertiary treatment
facility. Halifax Water receives revenues for services for both (a) and (b) and treats leachate in
conformance with NSE permit requirements.

Significant Wastewater Treatment Programs and Activities

Wastewater Treatment Certification

WWT identifies the need for and coordinates/schedules technical and safety training for all personnel. A
database has been developed to track criteria such as operator certification levels, training needs and to
establish training priorities in order to ensure technical staff possess sufficient continuing education units
to enable renewal and/or upgrade of certification. The recent influx of Halifax Harbour Solutions staff and
the four year renewal of existing certification levels for all staff have necessitated a considerable amount
of attention to this activity. All Halifax Water WWTFs meet operator certification requirements as
prescribed by NSE for facility classification under the terms set forth in the Water and Wastewater
Facilities and Public Drinking Water Supplies Regulations.

Computer Maintenance Management System:

Datastream MP2 software has been the computer maintenance management system in place at all
wastewater treatment facilities. MP2 has recently been upgraded to the new version including technical
support contracts with Datastream. This tool although versatile, requires ongoing staff training in order to
maximize the full benefits of this software.

Standard Operating Procedures (SOP)

The HHSP facilities are in various stages of completion; the development of SOPs is a joint responsibility
as per the contract. The complex nature of these facilities and a wide variety of operations requires
significant effort to develop SOPs, and the procedures quite often require revisions. This activity will be
quite active over the next two years. A program is underway to develop formal SOPs at all WWTFs. This
will provide a foundation for future adoption of ISO Certification at selected WWTFs.

Leachate Diversion

HRM and Halifax Water hope to receive final NSE approval to treat Otter Lake Landfill leachate at the
Sackville Landfill Leachate Treatment Facility. Prior to approval, it is expected that both HRM Council
approval and a public notification process will be required. Presently this leachate is treated at the Mill
Cove WWTF.
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Technical Assistance

The WWT staff also provide technical assistance to other Halifax Water departments (including
Engineering and IS and Environmental Services) towards achieving full regulatory compliance for all
facilities. Examples for 2009-2011: Eastern Passage upgrade/expansion, replacement of small treatment
systems, capital improvements, Aerotech Park WWTF expansion and CCME Strategy.

Process Improvements

Process optimization of selected WWTFs includes the improvement of laboratory and related
instrumentation for quality control and quality assurance. Improvements to our laboratories to ensure
conformance with Canadian Association of Laboratory Accreditation certification. As these
improvements are being made, Halifax Water must stay current with the latest regulations and legislation
such as CCME and NSE biosolids regulations.

Wastewater/Stormwater Collection Overview

The Wastewater/Stormwater Collection (WSC) division is responsible for the operation, repair,
maintenance, and cleaning of all municipal wastewater and stormwater collection systems. This includes
all storm (pipe and open ditches), sanitary and combined gravity systems, along with sewage pumping
stations and their associated forcemains, as well as ancillary structures such as manholes, catch basins,
holding tanks, and retention ponds.

WSC has a staff complement of approximately 100 people, and currently operates out of three regional
depots, west, east and central, similar to the water services department.

Each region and depot has a similar mandate and responsibility, and is organized in a consistent manner.
Each region has a Superintendent and two Supervisors, one Supervisor being responsible for construction
activities and the other for cleaning activities and operation and maintenance of pumping stations. Each
depot also has a Works Advisor, who is responsible for routing work (both planned and unplanned) to the
supervisors, and various other administrative activities.

WSC also has a small team — currently comprised of two staff — which is responsible for CCTV
inspection work related to our systems in all three regions. This team works out of the West Depot, and
reports to the Superintendent in the West Region.

Significant Wastewater/Stormwater Collection Programs and Activities

An efficient and effective operation and maintenance program provides assurance for the prevention of
public health hazards and adherence to federal and provincial environmental regulations. Uniform and
consistent standards of performance and levels of service also serve to reduce the potential for damage to
private and public property. Disruptions to the planned preventative maintenance operation causes
demand maintenance activities to peak.

Operational procedures have been in place for some time for the key activities for which WSC is
responsible. These are in the process of being updated and revised.

System Cleaning

WSC is responsible for the cleaning of sanitary and combined sewers and wastewater pumping stations
within HRM, and is also responsible for the cleaning of storm sewers and ditches within the Urban Core
area of HRM. This operation is completed using a combination of internal forces and private contract
services.

Program service standards are currently set at seven years to complete cleaning of the entire municipal
system. Based on current production and completion rates, it is estimated this can be reduced to a five
year cycle.
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Staff is targeting the upcoming business year to complete a study currently underway to assist with the
establishment of a site for proper disposal of collection system grit. If a disposal site is established,
Halifax Water would regain the ability to clean sanitary and combined sewer systems with less reliance
on contract services and the potential for cost savings as a result.

Repair and Maintenance

WSC is responsible for the repair and maintenance of municipal underground sewer infrastructure. This
includes gravity mains, certain aspects of service laterals, manholes and catch basins, and storm water
systems including culverts and ditches. Stormwater retention ponds are also a WSC responsibility, along
with the operation of a number of weirs under municipal jurisdiction.

Service standards are based on compliance with NSE requirements. In order to meet these, there is a
combination of municipal and contracted forces involved to attend to emergency situations as they arise.

Pumping Stations

There are 180 wastewater pumping stations under the responsibility of WSC. This responsibility includes
monitoring of the stations during peak flow, high-risk periods associated with rain events, and snow melt.
Regular planned and demand repairs are completed by staff, to both the mechanical and piped systems
associated with the stations. The service standard for this activity is to prevent or minimize, by all means
possible, sanitary and combined sewer overflows.

From the HHSP, WSC will be assuming responsibility for additional interceptor sewers, seven pumping
stations, and 10 combined sewer overflow chambers.

Emergency Response

Wastewater and stormwater services staff are first-responders to sewage releases and to other
environmental releases which may impact Halifax Water’s wastewater and stormwater systems.
Depending upon the circumstances, staff from other departments may be involved, especially from
Environmental Services for technical support and for communications and decision-making with NSE,
the Medical Officer of Health and the public.

Closed Circuit Television Inspection

It is common practice in the industry to use Closed Circuit Television (CCTV) Inspection to determine
the condition of its wastewater and stormwater infrastructure. Various types of defects and problems can
be identified: cracked and broken pipe, offset joints, sags in the pipe, roots and debris in the pipe.
Information obtained by CCTV means is used to make decisions about the need for pipe repair and
replacement. Also, CCTV inspection is useful for determining the location of connecting pipes and for
determining the magnitude of flows in and entering into our system.

Halifax Water initiated a CCTV program this year and additional staff resources will be hired in the near
future. CCTV inspection equipment has also been purchased. The program was created after significant
industry research with a vision that this program will be analogous to Halifax Water’s successful water
loss control program. This program will drive all maintenance and capital needs of the system.

Work Management System

WSC currently uses Hansen software to manage certain aspects of its day-to-day work activities, which
originates from the pre-merger days in HRM. Hansen is very helpful in organizing and facilitating reports
on WSC activities. However, in many ways, Hansen does not seem to provide the desired outcomes for
WSC. Staff are in the process of improving and possibly customizing the use of Hansen, to make it more
efficient and effective. WSC will also be investigating possible alternatives to Hansen.
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Acceptance of Developer-Built Infrastructure

Components of developer-built infrastructure are sometimes found to have not been constructed in
accordance with municipal standards. The implications to Halifax Water and to certain customers of
Halifax Water can be considerable in terms of damage, liability, higher maintenance and operating costs,
and capital costs to resolve. Pursuant to the 2007 merger, Halifax Water has recently assumed greater
involvement in and responsibility for the process by which we acquire developer-built infrastructure. This
process needs to be strengthened in order to reduce the likelihood of Halifax Water being burdened with
sub-standard infrastructure. As the department responsible for operating and maintaining such
infrastructure, Wastewater and Stormwater Services will be promoting and supporting the strengthening
of this process.

Infrastructure Inventory

No formal or reasonable inventory exists for certain types of infrastructure for which Halifax Water is
responsible. Without an understanding of what is owned, it is difficult to develop plans to inspect,
maintain, replace and otherwise manage any infrastructure asset. WSC has begun the process of
developing an inventory of the following infrastructure types: culverts, off-street drainage systems and
stormceptor units. Other departments, in particular, Engineering and IS, will also be involved in the
development of this inventory.

Response to Drainage and Sewage Problems and Complaints

One of the responsibilities of Halifax Water staff is to respond to and investigate complaints of sewage
backups and flooding of private property. One of the first key decisions to be made is whether Halifax
Water is responsible, in which case follow-up action is required. The second decision is whether action
will be undertaken by Wastewater/Stormwater Services, or whether it is more appropriate that it be
undertaken by Engineering & IS, perhaps as part of a capital project. Also, if Halifax Water is not
responsible, then this is to be communicated to the complainant, usually the property owner, and to
another party that might be responsible, such as HRM or the Province. Staff training in concert with HRM
is underway to provide a better understanding of mutual obligations and responsibilities and to ensure
consistency of approach (region to region), all with the intent of providing an appropriate level of service
to our customers without unduly exposing Halifax Water to risk.

Training and Operator Certifications

Many Wastewater and Stormwater Services staff are required by provincial regulations to be certified
operators, which requires training to a standard set by the regulations. Also, independent of this, many
WSC staff would benefit from more training with respect to certain aspects of their responsibilities. More
effort will be invested in this aspect of the business, to ensure that staff is receiving adequate training.
Similar to the Water Services department, Wastewater and Stormwater Services staff will be pursuing a
formal program to ensure staff are certified in relation to regulatory requirements. This is one area where
synergies between water and wastewater will be actively pursued.

Wet Weather Overflows

Of the 180 wastewater pumping stations owned by Halifax Water, about 40 experience regular wet
weather overflows. Most of these overflows are into fresh water, which typically represent higher
environmental and health risks than overflows into a marine environment. Halifax Water is developing
and implementing strategies to address these overflows on a short and long-term basis, but, in the
meantime, WSC has a program in place to reduce overflows at certain pumping stations during extreme
storm events. This program involves deployment of utility and contractor pumper trucks to these pumping
stations, removing excess sewage out of the station, and then discharging the sewage into another part of
the sewage system which has adequate capacity.
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Standard Operational Procedures

WSC has documented many of its operational procedures. The document is currently being reviewed and
updated. However, many of WSC’s procedures are not yet documented in a written format which
sometimes results in uncertainty and inconsistency across the three regions. Other operational procedures
will be developed as the need is identified. Also, consideration will be given to providing training to the
appropriate staff, to ensure that all staff understand standard operating procedures and utilize them
accordingly.

Licenses and License Fees

In circumstances where Halifax Water infrastructure crosses land owned by a Crown Corporation, Halifax
Water is typically required to enter into a license agreement, which requires an annual fee to be paid to
the Crown Corporation. Halifax Water has entered into many such license agreements with respect to its
wastewater and stormwater infrastructure. The total annual fee with respect to these is in the order of
$180,000. A review will be conducted of these agreements to ensure that they are still required and to
confirm that the annual fee is correctly calculated and applied.
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B.3. Finance and Customer Service
Overview

Finance and Customer Service is responsible for the financial accounting and reporting of Halifax Water
both internal and external stakeholders as well as customer billing and collection, customer call centre,
meter reading and meter maintenance.

The following highlights some of the key programs and activities of the department, coming out of the
recent water and wastewater merger.

Significant Programs and Activities: Finance

Accounting Structure

The completion of the 2008/2009 fiscal year marked the first full year of operation of the combined utility
where budgets were prepared by service, and costs were tracked for each service, namely water,
wastewater, and stormwater. Direct costs for each service were tracked and common costs were allocated
by customer base. The 2009/10 operating budget was presented in the same format, and this provided the
cost information on which the cost of service study is based. This structure is still being refined to
continue to provide timely and accurate costing information.

Procurement

With the hiring of a procurement coordinator, the consolidation and standardization of the purchasing
function is continuing to standardize procedures, ensure compliance with the procurement policy, and
secure goods and services for water, wastewater and stormwater in an effective and cost efficient manner.

Debt Policy

With the transfer of the wastewater/stormwater operation and the significant infrastructure deficit that
Halifax Water is facing, a debt policy was developed and adopted by the Halifax Water Board to cap its
borrowing and manage its capital financing. The policy incorporates the following provisions:

[ Long-term debt is one of the funding sources for capital improvements and infrastructure renewals and
rehabilitations. Other sources are depreciation funds, capital from revenue, capacity or capital
contribution charges, and government funding assistance.

[ Long-term debt should not be issued for a term longer than the useful life of the asset being funded.

(1 There will be a cap placed on the amount of long-term debt based on a 30/70 ratio of debt to equity.
On March 31, 2009, the equity amounted to $492,172,475 and this would translate into a debt cap of
$210,931,061. At March 31, 2009, the balance of long debt stood at $63,115,963. If the HHSP was
factored in, it would increase the equity by $236,500,000 to $728,672,475 and the long-term debt by
$97,500,000 to $160,615,963. The cap, including the HHSP, would be $312,288,203 based on a 30/70
ratio.

[1 The cap will be divided between large one-time capital projects such as treatment plants and
transmission and trunk mains that tend to be infrequent in nature and ongoing capital maintenance of
distribution and collection infrastructure that require capital expenditures on an ongoing and sustained
basis. The policy will set a sub-limit for each group, and that group cannot access any unused capacity
from the other. At March 31, 2009, the portion of the outstanding debt for the large infrequent portion
stood at $134,265,935 comprised of the HHSP and the Lake Major treatment and transmission main
project. The ongoing infrastructure renewal debt stood at $26,350,028. Based on an overall cap of
$312,000,000, the breakdown is recommended as $200,000,000 for large projects and $112,000,000
for ongoing infrastructure renewal programs.
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[1 There will also be a second cap based on the utility’s ability to service the debt established as debt
servicing costs as a percentage of operating revenue. For the 2009/10 budget year, debt servicing costs
are 19.4% of water operating revenue and 31.7% of wastewater/stormwater operating revenue for an
average of 25.4%. The cap should be set for each group at 35% of operating revenue.

[1 Halifax Water has requested that HRM endorse the debt policy and be prepared to guarantee new debt
issues within the policy guidelines and as outlined in our provincial statute, the Halifax Regional
Water Commission Act. For administration and efficiency, this should be done as a blanket approval
of the projected limits contained in the business plan for the duration of the plan. This request is
currently under HRM’s review.

Pension Plan Review

The next actuarial valuation is required to be filed by January 1, 2011. In all likelihood due to a decline in
interest rates and lower than projected investment returns, there will be a substantial actuarial deficit
which Halifax Water is responsible for funding along with an increase in current service contributions for
both employee and employer. A review of the plan will have to be undertaken to determine its
affordability under these conditions and will be a subject of discussion at the current round of collective
bargaining.

Financial Statement Presentation

For the year ended March 31, 2009, Halifax Water prepared its financial statements in accordance with
the Accounting and Reporting Handbook for Water Utilities (Handbook) issued by the NSUARB and not
with Canadian Generally Accepted Accounting Principles (GAAP). The audit was based on these
financial statements. Halifax Water as a Government Business Enterprise (GBE) was previously using
GAAP for the preparation of its financial results. Although the majority of provisions in the Handbook
comply with GAAP, there are a couple of significant differences and since our regulator, the NSUARB is
the single most important user of our financial statements, it was felt that this was the prudent way to
proceed. An annual reconciliation between the two will be prepared and audited for inclusion by HRM in
their financial statements. In addition, an assessment of the impact of the International Financial
Accounting Standards (IFAC) and their comparison to the current NSUARB Accounting and Reporting
Handbook will be undertaken to determine a course of action.

Significant Programs and Activities: Customer Service

Meter Change out Program

Halifax Water initiated a program to change and upgrade all 25mm (1) meters and larger by installing
the latest in meter technology including fitting the meter with radio frequency (RF) capability. This will
enable them to be read by a mobile drive-by unit and read and billed monthly. With the completion of the
meter rerouting program, this will be expanded as efficiencies gained are reallocated to this program. In
addition, in the spring of 2008 the decision was made to use this technology in new and replacement
installations for all 15 and 20 mm meters. Following the completion of the larger meter replacement
program, the 15 and 20mm replacement program will be accelerated.

Meter Reading Software Upgrade

Concurrent with an upgrade to the new handheld meter reading units, an upgrade to the meter reading
software is required. Newer software will enhance meter reading technology to facilitate the capture of
leakage data at customer’s premises. As well, the new software will enable mapping capabilities in the
mobile unit.
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Quuality Call Monitoring

Halifax Water is in the process of initiating a quality call monitoring program to improve its service level.
Software has been purchased and a supervisory position staffed to implement and manage the program.
This program will be implemented and enhanced to provide training and feedback to call center staff as
well as aid in call disputes.

Credit Card Payments

Halifax Water will be implementing a credit card payment option for payment of bills for service. This
service will be through a third party service provider who will charge a facility fee for the service, and
Halifax Water will receive 100% of the payment amount for the bill.

Electronic Bill Presentation

Halifax Water will investigate the feasibility of presenting customers with the option of receiving their
bills electronically.

Electronic Service Orders

Halifax Water will investigate the feasibility of converting the majority of meter service orders from
paper to electronic format that can be completed and transferred to the SAP Customer Care and Service
(CCS) database without the need to input the data manually. This will provide more efficient and
effective processing of meter installations, change outs, and check readings.

Customer Consumption Monitoring

Customer consumption monitoring is a service provided by Halifax Water that allows customers to
monitor, in real time, the rate of flow to a customer’s metered premise or facility. Halifax Water will
install the necessary equipment on the water meter and the data gathered is stored in the Commission’s
data archive. The data can be published to a custom webpage made for each user and is accessed by a user
login and password, allowing the customer to review their own flow data using Internet Explorer.

The customer is able to review the data from their water meter to identify abnormal flows, consumption
patterns, or trends, with the intent to minimize leakage runtimes and avoid excessive water bills.
Customer flow monitoring allows customers to organize the information the way they want.

The rate for the customer flow monitoring program is currently $104 per month, per meter, as approved

by the NSUARB. There has been an increase in intake over the past year as customers become more
aware of sustainable practices and a desire to reduce cost.
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B.4. Engineering and Information Services
Overview

The Engineering and Information Services department is responsible for the provision of engineering and
technical services relating to the planning, design, construction, and maintenance of water, wastewater,
and stormwater infrastructure and related asset information. They also provide and support the hardware,
software and related services for the electronic business applications and tools required to support our
utility. The department is broken down into the following sections of core responsibility:

The Administration section provides the general department management and administrative
functionality including business plan and budget management.

The Water Infrastructure section is responsible for master planning for the water system; development
and maintenance of the AM Program relating to the water system infrastructure; as well as the design,
construction and project management for water related capital projects.

The Wastewater Infrastructure section is responsible for master planning for the
wastewater/stormwater systems; development and maintenance of the AM program relating to the
wastewater system infrastructure; as well as the design, construction and project management for
wastewater related capital projects.

The Engineering Approvals section is responsible for regulatory reviews/approvals and specifications
for water and wastewater infrastructure, as well as the administration of the cross connection control
program and the CCC program.

The Engineering Information section is responsible for the corporate Geographic Information System
(GIS) including the maintenance and distribution of all record information. The section is also responsible
for on-going GIS development including both desktop and mobile GIS applications. This section also
supports capital projects and other initiatives through Computer Aided Drafting (CAD) and map
production.

The Information Services section provides administration and support for network services, management
of computer equipment, and development/support of business applications.

The proposed operating budgets for the Engineering and Information Services department have been
developed based on an analysis of maintaining current service provision with several specific service
level increases as discussed below.

With the successful implementation of the SAP HR application, Halifax Water has enhanced the required
Service Level Agreement (SLA) with the Province of Nova Scotia for direct support of the SAP HR
application consistent with their partnership support of our other SAP applications.

The department has a continued focus on a formal AM program as a key tool to appropriately identify
capital project priorities, develop a long term sustainable capital program and ultimately ensure cost
effective maintenance of our service levels. To allow this program to continue to develop, we have
proposed several additional technical positions within our infrastructure teams to coordinate and deliver
enhanced outputs for the AM program.

The department’s Engineering Information section has added several additional technical positions over
the last two years to allow our full engagement with the many needs of wastewater/stormwater asset data.
This will improve the quality and availability of data and help ensure our operational units have the
primary information on their assets to allow effective operations and maintenance activities, and
improved management of our assets within our AM program and CIP.
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Significant Programs and Activities

There are ten major programs and activities that Engineering and IS is currently working on.

Asset Management Program

The department has a continued focus on a formal AM Program (see 6.1.1 for more detail). The program
is a key tool to understand our infrastructure condition, appropriately identify capital project priorities,
develop a long term sustainable capital program and ultimately ensure cost effective maintenance of our
service levels. The program involves significant cooperation between our engineering staff and technical
staff within the Operations groups. This interaction is very beneficial to improving the efficiency of the
overall management of our infrastructure. To allow this program to continue to develop, we have
proposed several additional technical positions within the infrastructure teams to coordinate and deliver
enhanced outputs for the AM program.

Capital Budget

Based on the solid outputs of the AM program, the Engineering & IS department develops an annual
capital budget (see Section 6.1.2 for more detail). The budget identifies the prioritized infrastructure
renewal and capacity upgrades projects and matches these projects with available funding sources. The
current level of available funding for capital falls well short of our target goals; however, our five-year
plan identified significant step increases towards a long-term sustainable level of funding. Future rate
applications, however, will be necessary to realize this objective.

A core portion of our capital program continues to be integration of water, wastewater and stormwater
local pipe renewals in conjunction with the HRM Streets Renewal program. These integrated projects are
jointly designed by Halifax Water and HRM staff and bundled into single projects for tendering and
implementation. The successful delivery is cost effective for both agencies and reduces the overall impact
on the residential neighbourhoods.

Staff delivers the process by developing an annual budget document for approval in principal by the
Halifax Water Board and the NSUARB and then details each individual project over $25,000 in value, for
formal review and approval by both Boards.

Project Management

The Engineering & 1S department delivers the annual capital projects following a formal project
management protocol. The project management process provides standard documents, business
procedures, file structures, reporting tools, and financial management tools for the planning, design,
construction, and commissioning of capital projects. The department utilizes four infrastructure teams,
each staffed with a senior engineer, two intermediate engineers, and one or more technologists. The team
also utilizes the resources of external consultants for added resources and specialty skill sets.

GIS Database Enhancement

The department’s Engineering Information section has added several additional technical positions over
the last two years to allow our full engagement within the many needs of wastewater/stormwater asset
data. Our current focus on wastewater and stormwater data enhancements will improve the quality and
availability of data and help ensure our operational units have the primary information on their assets to
allow effective operations and maintenance activities, and improved management of our assets within our
AM program and CIP.

Infrastructure Capital Cost Contributions

Halifax Water maintains a CCC program to help facilitate the orderly development of new subdivisions.
The program allows the design and construction of new master infrastructure to be built in a timely

21-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

fashion with cost shared equitably among all current and future developers who will benefit from the
master infrastructure. The CCC program began in 1996 with the Bedford South area, with the current
focus on the CCC for the Bedford West area. The process includes the development of an infrastructure
master plan and financial plan including the establishment of a per-lot CCC acreage charge. The program
continues to promote proper infrastructure growth while ensuring the capital cost gets allocated fairly to
the development community and does not impact Halifax Water financially.

Regional Wastewater Functional Plan

The HRM Regional Plan, developed in 2003, contemplated several functional plans being completed to
help direct the technical path of the plan. The Regional Wastewater Functional Plan (RWWEFP) is
currently being completed by Halifax Water via an external consultant contract. The steering committee,
comprised of senior staff from within the Engineering & IS department, will guide the consultant’s work
to deliver a model of our wastewater system including a review of available capacity for planned growth,
the identification of required infrastructure upgrades, and new tools to best manage our system capacity as
we continue to grow as a region. The RWWFP is scheduled to be completed in 2011.

Stormwater Drainage Issue

Halifax Water and HRM have developed a new business process to review and manage stormwater
drainage problems. These problems may be related to private property, HRM Streets, existing Halifax
Water infrastructure, or some combination of all three. The new process will provide triage at the HRM
Municipal Operations level with assignment to the appropriate responsible group. The Engineering & 1S
department, through its senior wastewater engineers, is responsible for the engineering support for
problems related to stormwater infrastructure and participation in the joint resolution of the complicated
**across jurisdiction” drainage issues. This new process should provide a more consistent approach to
drainage issues and an overall reduction of our core involvement in drainage issues that are on private
property or relate to street drainage.

Corporate Facilities Plan

Subsequent to the merger in 2007, Halifax Water had a variety of facility deficiencies. As detailed in a
recent report completed by FBM Architects, the core needs for Halifax Water in the near future include:
facility expansion at Cowie Hill to provide a space for all corporate administrative departments, including
Engineering & IS and Environmental Services that are in temporary leased space in Bedford; and
combined Water and Wastewater/Stormwater operations depots in each of our three operational regions.

The planned work for 2010 includes the detailed design and commencement of construction for both the
administrative facility expansion and the new operations depot at Cowie Hill.

The design project is being managed by a project management team from within our Engineering & 1S
department.

Corporate Computer Network Program

The IS division is responsible to develop and maintain a fully functional computer network across all
corporate departments and facilities for access to all business application and desktop tools. The annual
programs include the renewal of desktop computer equipment, management of the network and data, and
running a full support helpdesk. This year we have enhanced the help desk functionality by implementing
a formal ticket based service system. The new system improves prioritization, completion rates, and
tracking statistics.

Corporate Enterprise Application Development

With the successful implementation of the SAP Human Resources application Halifax Water has
enhanced the required Service Level Agreement (SLA) with the Province of Nova Scotia for direct
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support of the SAP HR application consistent with their partnership support of our other SAP
applications. This revised SLA increases the IS section’s operating budget by approximately $75,000 per
annum.

The SAP CCS module manages the business processes for revenue and meter service maintenance. With
a proposed change to the core rate structure to include direct stormwater billing the corresponding
application functions within SAP must also be updated. The IS division will lead a project consisting of
internal and external resources that will add stormwater billing charges within the CCS module. The new
functionality will allow the initial set up of flat rate billing for stormwater followed in a second phase of
variable billing based on impervious area.

The project will include the following core activities:
[1 Create a data model to support the factors to be considered in stormwater billing including impervious
area calculations with the assistance of mapping from our GIS section and data maintenance.
[1 Design, configure and manage a full scale mass creation of data to support the data model and billing
requirements.
[1 Change the bill format to accommodate stormwater

This six month project is estimated to cost $220,000.
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B.5. Environmental Services
Overview

Environmental Services is responsible for compliance monitoring and reporting, regulatory affairs,
environmental assessments and studies, the private infiltration/inflow reduction program, and the
Pollution Prevention (P2) program.

Significant Programs and Activities

Regulatory Compliance

The Regulatory Compliance section is responsible for all aspects of compliance reporting as required by
permits and approvals for the water and wastewater systems, including sampling, data management,
analysis and reporting as follows:

[1 Various NSE approvals and regulations require: sampling of drinking water sources; water treatment
facility treated water; water distribution systems; wastewater treatment plant influent and effluent;
wastewater receiving waters; and CSO/SSO locations and receiving waters. Each has a varying suite
of required parameters.

[1 Management of the large amounts of data generated is accomplished through use of WaterTrax (a
web-based data management system) for discreet sample data for water quality, and through PI (a
SCADA-based data archive and management system) for continuous data collected through SCADA
systems for treatment facilities and collection/distribution systems. Data must be managed to ensure
completeness, as well as for quality assurance/quality control (QA/QC) analysis. Compliance with
NSE approval limits and provincial/national standards and guidelines must be assessed through
analysis and interpretation of the data. Transmission of data results to other sections such as P2 , and
other operational departments, is important to ensure efficient and compliant performance of water and
wastewater systems.

[1 NSE approvals and federal regulations require regular reporting of various parameters on a quarterly
and/or annual basis for each regulated facility. Standard reports must be generated, with analysis and
interpretation of data, and planned actions to address any instances of non-compliance.

[ The national CCME strategy on municipal wastewater effluent will require completion of risk analyses
for each wastewater treatment facility, and for collection systems which incorporate CSO/SSOs. In
addition, risk assessments must be performed for each receiving water body for treated wastewater
discharges. A work plan for Halifax Water to comply with the CCME strategy is detailed in Appendix
F.

[1 The Regulatory Compliance section is the lead contact for matters related to regulators like NSE,
Nova Scotia Health Promotion and Protection, Department of Fisheries and Oceans, and Environment
Canada for matters pertaining to compliance with permits, approvals, regulations, and public health
ISSues.

Environmental Engineering

The Environmental Engineering section is generally responsible to provide engineering expertise for all
sections of Environmental Services and other departments. More specifically, Environmental Engineering
is responsible for wastewater management studies, renewal of various permits related to the provision of
water, wastewater and stormwater services, the Private Outfall Disconnect Program, the Stormwater
Inflow Reduction (SIR) Program, and planning new storm sewer projects.

Environmental Engineering works closely with other divisions of Halifax Water to deliver solutions -
Wastewater and Stormwater Collection (maintenance solutions), Engineering & IS (capital solutions).
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[1 Wastewater management studies are done on a community, neighbourhood, or sewershed basis. The
end product is a comprehensive suite of recommendations related to infrastructure rehabilitation and
upgrade requirements, which will typically require a period of years to implement. Consultants are
typically retained to conduct these studies.

[1 Certain water, wastewater, and stormwater permits are valid for a specific period of time and are
required to be renewed when they expire. Examples of these are water withdrawal permits, and
permits to operate water control structures. Staff can handle most aspects of the permitting process;
however, consultants are required to assist with the specialized application requirements.

[ Twenty-two private outfalls, discharging sewage directly to the harbour, were originally identified in a
pre-HHSP study. Subsequently, an additional 11 private outfalls have been discovered, for a total of
33. The current status of these private outfalls is as follows: 20 are connected or dealt with
satisfactorily; four are expected to be connected and operational by the spring of 2010; eight are yet to
be scheduled; and one is under investigation.

Staff will continue to work with property owners on the locations not yet connected. The goal is to
have all private outfalls dealt with by the end of 2010; however, the ultimate responsibility for
connecting rests with each property or facility owner.

[1 The SIR program is designed to address the most serious operational problem with Halifax Water’s
wastewater system. During rainfall, snowmelt, and high groundwater conditions, excess flow
inundates the collection system. These wet weather flows continually put components of the Halifax
Water wastewater system out of compliance, cause overflows into the environment, and backups into
people’s properties, exposing the public to possible health risks, and rob valuable system capacity
required for growth and development. | & I reduction is the most sustainable, long-term solution to
wet weather flow problems, but also the most difficult and time-consuming to implement.

The best chance for the success of the SIR will be to get our customers to dispose of stormwater
correctly. This will involve educating customers, contractors, and other stakeholders in the proper
methods of handling stormwater and wastewater through the distribution of educational material using
various methods, such as direct mail, the Internet, seminars, radio, print, and other media.

The SIR program at Halifax Water started in 2009. The program includes investigating, testing, and
inspecting public and private parts of the wastewater and drainage systems, and the required follow-up
with Halifax Water operations or property owners to address any violations. Based on the experience
gained in 2009, it is apparent that additional productivity is needed to achieve compliance with the
timelines permitted by CCME. The future focus will be to refine the inspection process and make the
program more efficient through improved data management by the addition of a data analyst position
in 2010/11, and expanding the program to include more inspections through the addition of two
environmental officers to complete more inspections in 2011/12. The data analyst will share duty with
P2 staff to assist that section with organizing and accessing their data.

[1 Deep storm sewers are the most reliable place for property owners to discharge stormwater. Access to
a storm sewer, deep enough to allow properties to be drained by gravity, are key to the success of the
SIR program. It is estimated that roughly 40% of Halifax Water customers do not have access to a
deep storm sewer. Environmental Services develops and maintains a list of new storm sewer capital
projects and prioritizes these projects for consideration as part of Halifax Water’s capital budget plan.
For the most part, new storm sewer projects are integrated with paving/sewer/water main renewal
projects or in areas where severe wet weather flow problems are known.

Pollution Prevention

[l The P2 section is responsible for the Source Control/P2 program, which regulates discharges into
municipal wastewater and stormwater systems owned by Halifax Water. Wastes such as hazardous
chemicals, petroleum products, solvents, heavy metals and other matter, if allowed to be discharged to
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the sewer system, may pose serious operational problems by upsetting treatment processes, causing
damage to the collection, pumping or treatment facilities, creating hazardous conditions for both
municipal staff and the public, as well as directly polluting the receiving waters of HRM’s rivers,
lakes, and the harbour. P2 will continue to inspect all ICI locations within the serviced area of HRM.
Currently, Halifax and Dartmouth WWTF sewersheds are completed. ICI locations within Herring
Cove, Mill Cove and Eastern Passage WWTF sewersheds are prioritized for inspections, with ICI
locations in the remaining sewersheds to follow.

The P2 section is the primary contact for regulators such as NSE and Environment Canada as well as
the public and NGOs during incidents involving releases or spills of materials that may impact both
Halifax Water’s infrastructure and receiving environments. P2 staff respond to these environmental
incidents which may impact our infrastructure, typically as requested by Wastewater and Stormwater
Services and by HRM, where specialized technical expertise is required.

The P2 section undertakes investigations and provides operational support related to wastewater
treatment and collection and stormwater management, including support to HHSP, to facilitate
optimization of processes, to prevent releases that may adversely impact related operations and to
improve the opportunity for regulatory compliance.

The P2 section actively disseminates educational material through various media to multiple audiences
to promote, educate, and encourage direct environmental stewardship and responsibility by the public
and private sector business activities.

The CCME strategy has prepared a model sewer-use by-law intended to assist municipalities and
wastewater operating authorities in the development and standardization of local sewer use by-laws.
Content in this model by-law differs from content currently contained in Halifax Water’s rules and
regulations, Schedule “B” and “C” which regulates the discharge to both storm and sanitary sewer
systems. Staff will be bringing forth recommended changes to the rules and regulations to reflect
improved language and control measures as found in the model sewer use by-law. These changes will
improve the P2 section’s ability to manage and enforce the discharge of water and wastewater into
Halifax Water’s storm and sanitary sewer systems.

P2 staff will continue to be the lead in the identification and termination of cross connections in which
sanitary to storm sewer or surface water releases may occur.

P2 staff are currently undertaking a business process flow analysis to provide corporate GIS with
information to allow integrated spatial analysis resulting in real time remote data entry and acquisition.
This will provide enhanced efficiency with respect to ICI compliance monitoring and response to
environmental incidents.
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B.6. Human Resources
Overview

The Human Resources(HR) department is responsible for human resource planning, staff recruitment and
selection, employee and labour relations, training and development, compensation administration (payroll
and benefits), policy development, and general administration functions in the organization.

All functions are directly linked to the requirements and objectives of the organization ensuring these are
achieved through the availability of appropriate staff resources having the knowledge, skills, abilities, and
other characteristics, including experience required. The HR department works, in conjunction with the
various departments, towards developing a progressive and healthy work environment that will meet the
needs of the organization, its employees, and customers.

Current Programs and Activities

The HR department is currently concentrating on the following programs and activities:

Workforce Planning

As a result of the growth and development of the organization, it is necessary to determine the key
Human Resources needs of the organization and align our services to meet these needs. This includes
changes to Human Resources business and administrative processes, bringing job descriptions and
Human Resources policies/ procedures up to date, and enhancing communication processes to ensure
availability of information and ease of access.

With the increase in size of the organization and variety of jobs to be performed, there is emphasis on the
development of strategies to attract, engage, and reward employees as well as encourage retention of the
best.

A succession planning exercise is underway to identify and address upcoming critical position vacancies.
This identifies the positions that should receive the highest priority in the succession planning strategy
and includes identification of a talent pool of high-potential employees to receive enhanced
developmental experiences. The talent pool serves to increase the number of employees who will be
prepared to step into higher level jobs.

As a result of upcoming retirements, the organization will experience a significant loss of personnel and
knowledge base. Plans are underway to ensure knowledge transfer and enhanced training which will help
to build a potential internal applicant base to meet the future needs of the organization.

Supervisory Development

This training is necessary to ensure that internally we have available a reasonable pool of skilled,
experienced and qualified workers. This will prepare existing employees for upcoming job vacancies
through appropriate training and education and will also facilitate improved job performance.

Labour Relations

The current collective agreements expired on October 31, 2008, and the negotiation of two collective
agreements, currently underway, requires a significant time commitment with a key role by Human
Resources in the bargaining process, implementation and communication.

The provision of HR advice and expertise on a variety of labour relations issues and topics including
administration and interpretation of collective agreement language, development of memorandums of
understanding/agreement, resolution of grievances, and participation in arbitrations.

The development and administration of plans, policies and business practices relating to all employees,
however, recognizing unique issues pertaining to bargaining unit members.
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Participation on Labour/Management and various other committees to enhance understanding of
corporate initiatives, facilitate discussion, address concerns and consider suggestions for improved
working conditions and effective delivery of service.

Health and Wellness

We will continue to explore opportunities to educate, encourage, and promote healthy lifestyles for our
employees.

There is an increased requirement for use of professional services to assess medical prognosis and
facilitate return to work initiatives.

Provincial Legislation

Legislative changes relative to working beyond age 65 will have a variety of impacts such as pension
(CPP and company plan implications), medical plans, workplace accommodations, potential contractual
arrangements, union, and policy considerations.

Human Resources Management System

The recent replacement of the customized payroll system with SAP HR/Payroll has provided us with a
robust system. There will continue to be a significant demand on existing resources as we become more
knowledgeable with respect to the intricacies of the system. Refinements will continue to be made to our
business processes to ensure maximum utilization of what the system has to offer. Staff resources will be
reassessed approximately six months from the date of implementation.

Updates to the system to incorporate changes (business process, solution design, implementation, and
testing) resulting from the negotiation of two new collective agreements will commence after the
collective agreements are ratified.

Implementation of additional modules such as Self Service and Workflow (online approvals) will be
added in 2011.
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C.1. Occupational Health and Safety Program

Halifax Water’s Occupational Health and Safety Program is based on the Internal Responsibility System
(IRS) which is the foundation of the Nova Scotia Occupational Health and Safety Act. The IRS isa
system within an organization where everyone has direct responsibility for health and safety in a way that
fits with what they do.

The principal duties and responsibilities as part of the IRS are:

[

Assist in formulating and supervising the execution of Halifax Water’s general safety/loss control
policy and assist management to fulfill, to the greatest degree possible, its responsibilities for safety.

Co-ordinate and/or provide safety training to staff in an effort to prevent accidents, minimize losses,
increase productivity and efficiency, and ensure compliance with safety legislation and policies.

[ Conduct safety audits in the workplace to identify safety hazards and recommend control measures.

[1 Assist in the development and maintenance of a system of accident investigation, reporting, and

O o o o

follow-up.

Provide program education for “on” and “off” the job safety.

Act as resource to the Health and Safety Committee.

Carry out a continuous analysis and evaluation of services rendered.

Maintain liaison with federal, provincial, and local safety organizations taking part in the activities and
services of these groups.

Halifax Water has an active Joint Occupational Health and Safety Committee (JOHSC) that maintains an
occupational health and safety policy and procedure manual for the organization.

The security and safety programs, in conjunction with the JOHSC and department support , will be
focusing on the following activities over the next two years.

1.

Confined Space Entry Program

[ Update procedure manual

[1 Creation of one permit for the organization

[1 An inventory of confined spaces that have been identified and labeled

[1 Training and re-certification program developed for the organization (training in our business)
[1 Standardize equipment (gas monitors, harnesses, tripods)

. Lockout/Tagout Program

[ Update procedure manual including record keeping
[1 Creation of a permit
[1 Standardize lockout equipment and tags

Defensive Driving Program

[ Update procedure manual
[1 Develop awards program

Fall Protection Program (Climbing Systems)

[ Update procedure manual
[1 Develop inspection program
[1 Develop training program
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5. Trench Safety Program

[1 Develop ongoing training sessions
[ Update procedure manual

6. Respiratory Protection Program (self contained breathing apparatus (SCBA), supplied air respirator,
and half mask chemical and dust respirator)

[ Update procedure manual

[1 Standardize equipment

[1 Fit testing users

[1 Inspection and certification of equipment

7. Hearing Conservation Program

[ Update procedures manual

[ Annual testing of employees

[1 ldentification and labeling all noise hazards at worksites

[1 Recommendation and standardization of hearing protection
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C.2. Corporate Security Program

Halifax Water’s security program is based on Enterprise Assets Protection and is designed to protect three
types of assets: people, property, and information. It also considers intangible assets such as the
organization’s reputation, relationships, and creditworthiness. The program has been developed to take an
all-hazards approach, be it from natural, intentional, or accidental hazards, when reviewing risks to the
organization.

Halifax Water uses the three basic elements of a Physical Security System to protect its assets to ensure it
accomplishes its mission.

Protection The protection element is the physical barrier which delays the determined adversary and the
opportunist in accomplishing their goals. Halifax Water uses barriers such as building fabric, fences,
doors, door hardware, and containers to protect its assets.

Detection The detection element indicates and may also verify an actual or attempted overt or covert
penetration. Halifax Water uses intrusion alarms, access control systems, CCTV, guards, and patrols to
protect its assets.

Response This element is the reaction to an attempted or actual penetration. Halifax Water uses guard
forces and police forces to protect its assets.

Halifax Water uses two sources of information it gathers through use of consultants when designing an
effective security system that assists the organization in completing its mission.

Vulnerability Assessments In 2003, Halifax Water completed a risk assessment for water services using
the Risk Assessment Methodology for Water (RAM-W) developed by Sandia National Laboratory in
partnership with the Water Research Foundation. The outcome of this project assisted the organization in
developing a list of critical assets for water and allowed us to direct our resources to improve our security
readiness and meet our mission objectives. In 2009, the same methodology (RAM-W) was used to define
critical assets in wastewater services and provide a framework for improvements.

Security Consultation Halifax Water contracts the services of a security consultant who reviews each
facility identified in the Risk Assessments. The security consultant determines the administrative and
organizational security, personnel security, physical security, and technical security measures followed by
each facility and determines if they meet comparable institution standards, and are commensurate with
current threats. The consultant also identifies practices and procedures which may reduce the security of
each facility. Finally, the consultant recommends cost effective corrective measures required to provide
an acceptable level of security at each facility based on the three basic elements of a physical security
system: protection, detection, and response.



Appendix D

Water and Wastewater Service Districts and
Supporting Infrastructure






Halifax Water Two-Year Business Plan
2010/11 and 2011/12



Halifax Water Two-Year Business Plan
2010/11 and 2011/12



Halifax Water Two-Year Business Plan
2010/11 and 2011/12



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

-10-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

11-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

-12-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

13-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

-14-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

-15-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

-16-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

17-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

-18-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

-19-



Halifax Water Two-Year Business Plan
2010/11 and 2011/12



Halifax Water Two-Year Business Plan
2010/11 and 2011/12

Appendix | Projected Operating Statements



Halifax Water Two-Year Business Plan
2010/11 and 2011/12





