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The Walkerton Inquiry retained the team of Strategic Alternatives,! Michael
Fortin, consulting economist, Public Works Management Inc., and Mike
Loudon, consulting engineer, to develop estimates of the costs of the
recommendations contained in Parts 1 and 2 of the Report of the Walkerton
Inquiry.

This cost report comprises two main parts. This, the first part, contains an
overview of the cost estimates, including a description of the approach, the
methodology used to develop the cost estimates, a number of assumptions that
were used in developing the estimates, and a summary of the estimated costs.
The second part of this report contains a table showing each recommendation,
estimated costs (where applicable), an indication of who will likely bear the
costs (provincial government, municipalities as a whole, or individuals), and
the assumptions on which the estimate is based.

The cost estimates in this report are meant to provide a general understanding
of the financial consequences arising from the recommendations of the
Walkerton Inquiry. All estimated costs and the assumptions on which the costs
are based are those of the authors, and not the Commission.

Based on our review, we found that the recommendations called for two types
of action — one involved a one-time effort and the other involved continuous
action over the long term. Consequently, we have estimated one-time costs,
which we define as non-recurring program or capital costs, and ongoing costs,
which we define as recurring program costs.

There are a number of recommendations for which costs were not estimated.
First, the principal reason why costs were not estimated was that there were
insufficient data. Second, a number of recommendations call for new approaches
and actions that we believed could be accommodated with existing resources.
For example, where a recommendation identified regulation amendments, this
was considered to be routine government business that could be accommodated
with existing resources. Thus, we assumed that certain recommendations relating
to changes in policy and legislation could be implemented by redirecting existing
resources. In such cases, we did not estimate a cost. Furthermore, there are a
number of recommendations that relate to the federal government, and we
have not estimated costs for these recommendations.

! Strategic Alternatives, located in Toronto, Ontario, is a boutique management consulting firm
that specializes in helping organizations improve the delivery of their environmental programs and
services.
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Since we do not know how the recommendations will be implemented, nor do
we have complete information on which to base the cost, we have assumed a
margin of error in our estimates of 20% to 50%. For estimates in which we
had relatively more confidence (i.e., more information), we assigned a lower
margin of error; for estimates based on relatively less information, we assigned
a higher margin of error. The questions we asked ourselves when assessing the
margin of error included:

*  Could the recommendations be implemented in different ways?
. Are the assumptions arbitrary, or is there a basis for them?
*  Areappropriate unit costs available that can be used to make an estimate?

*  Are there comparable programs, either past or present, that can be used as
a reference?

e Can someone else reasonably follow how costs are estimated?

To the extent possible, publicly available sources of information were used to
develop the cost estimates. The range of estimates reflects the variability and
level of accuracy (or lack thereof) inherent in estimates of this nature. All
estimated costs have been rounded to two significant digits.?

The estimates presented herein and shown in the accompanying table are 7oz
intended to serve in any way as a guide to implementation or budgeting. It is
our expectation that actual implementation of each specific recommendation
of the Walkerton Inquiry will be the subject of detailed program planning and
budgeting, which will dictate actual costs. We cannot know « priori what the
overall cost of implementation will be because this will depend on many different
factors. Actual costs may differ from the estimated costs for several reasons:

. Costs associated with salaries, consulting fees, and administration will
vary in different locations and at different times.

e The number of people and the amount of time it takes to implement the
recommendations may differ from the assumptions used here.

2To prevent rounding bias, if the remainder was exactly 5, then the cost estimate was rounded to
the closest even number. Thus, the number 3.55 would become 3.6, and the number 6.450 would
become 6.4.
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*  Whether the implementation will be done in-house or require external
expertise will vary.

e  The cost in any one municipality will depend on the resources currently
available in the municipality and the extent to which the requirements
set out in the recommendation are already satisfied.

*  Only direct financial costs are estimated in this report. There may be
indirect and/or non-financial costs associated with implementing the
recommendations. If these indirect/non-financial costs can be quantified,
they could be added to the financial costs.

Caution should be exercised when interpreting the estimates because they are
based on our specific assumptions. Any change in the assumptions will affect
the estimates.

Notwithstanding the above, we estimate that the total one-time costs for the
Part 1 and Part 2 recommendations of the Walkerton Inquiry could range
from $99 million to $280 million, and we estimate total ongoing costs could
range from $17 million to $49 million per year. As a point of comparison,
Ontario municipalities spent $1.365 billion on water systems in 1999 alone —

the year immediately prior to the events at Walkerton.’

It is not unreasonable to assume that 2// costs are eventually borne by households,
either directly through payment of taxes and utility bills, or indirectly through
higher prices for goods and services or lower returns on investments. If we
amortize the estimated one-time costs, using a 20-year amortization period
and a 7% interest rate, and add these to the ongoing costs, then the annual
estimated cost per household would range from approximately $6 to $16. Using
a shorter amortization period of 10 years yields an annual estimated cost per
household of between $7 and $19. We assumed the number of Ontario
households to be 4,560,000 based on Statistics Canada census data, as at
February 2002. The per household cost estimates presented above are average
costs, and would have to be adjusted for any one municipality. The actual cost
that a household will face is a function of a number of factors, such as location,
municipal population, age of drinking water infrastructure, quality of the raw
water source, and the current water rate, among others.

3 Strategic Alternatives et al. (2002). Financing Water Infrastructure. Toronto: Ontario Ministry
of the Attorney General. Walkerton Inquiry Commissioned Paper 16. Walkerton Inquiry. pp. 74-76.
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In the same way that we caution readers not to consider individual
recommendations in isolation of the others, we examined the estimated costs
of the Walkerton Inquiry recommendations in the broader context of other
initiatives and actions that the provincial government has already undertaken
since the Walkerton tragedy. Two major initiatives include Ontario Regulation
459/00, the Drinking Water Protection Regulation, and Ontario Regulation
505/01, the Drinking Water Protection Regulation for Smaller Water Works
Serving Designated Facilities. Based on the approaches and assumptions we
describe above, we estimate that the total one-time costs for these two regulations
could range from $100 million to $520 million, and the total ongoing costs
could range from $41 million to $200 million per year (see tables at the end of
this report). There are other provincial government initiatives that may also
impact on drinking water, including, but not limited to, the proposed Nutrient
Management Act and the proposed Sustainable Water and Sewage Systems Act.
Since these initiatives are still under development, we have not estimated costs
for them.

The remainder of this report presents each recommendation, estimated costs
(where applicable), an indication of who will likely bear the cost, and the
assumptions on which the estimate is based. The cost estimates are dependent
on our interpretation of the recommendations. We accept that others may
determine different costs. There may be a temptation for readers to take issue
with the line-by-line assumptions and the estimates we have developed. Readers
should note, however, that the authors viewed each recommendation within
the broader context of a framework for reform — the recommendations are
invariably linked and to isolate the cost of one recommendation, without taking
into consideration the cost of the others, would violate the spirit and intent of
our estimates.
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