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Disclaimer

This report has been prepared by KPMG LLP (“KPMG”) for J.L. Richards & Associates Limited (“JLR”) on behalf of the Corporation of the Town of
Smooth Rock Falls (the “Town”) pursuant to the terms of our Agreement with JLR dated July 15, 2022 (the “Engagement Agreement”).  

This report is not intended for general use, circulation or publication. KPMG neither warrants nor represents that the information contained in this 
report is accurate, complete, sufficient or appropriate for use by any person or entity other than JLR or the Town or for any purpose other than set 
out in the Engagement Agreement. If this report is received by any party other than JLR or the Town, the recipient is placed on notice that this report 
has been prepared solely for the benefit and own use of JLR and the Town.  KPMG does not authorize the recipient or any other party to rely on this 
report and any such reliance will be at the recipient’s sole risk.  Therefore, KPMG shall have no liability or responsibility in respect of the advice, 
recommendations, or other information in this report to recipient or any other party other than JLR. 

This report is based on information and documentation that was made available to KPMG at the date of this report. Should additional information be 
provided to KPMG after the issuance of this report, KPMG reserves the right (but will be under no obligation) to review this information and adjust its 
comments accordingly.  This report and the observations expressed herein are valid only in the context of the whole report.  Selected observations 
and recommendations should not be examined outside of the context of the report in its entirety. 

Our review was limited to, and our recommendations are based on, the procedures conducted.  The scope of our engagement was, by design, 
limited and therefore the observations and recommendations should be in the context of the procedures performed.  In this capacity, we are not 
acting as external auditors and, accordingly, our work does not constitute an audit, examination, attestation, or specified procedures engagement in 
the nature of that conducted by external auditors on financial statements or other information and does not result in the expression of an opinion.

This report may include or make reference to future oriented financial information.  Readers are cautioned that since these financial projections are 
based on assumptions regarding future events, actual results will vary from the information presented even if the hypotheses occur, and the 
variations may be material.  

Pursuant to the terms of our engagement, it is understood and agreed that all decisions in connection with the implementation of advice and 
recommended opportunities as provided by KPMG during the course of this engagement shall be the responsibility of, and made by, the Town.  
KPMG has not and will not perform management functions or make management decisions for the Town. 

Comments in this report are not intended, nor should they be interpreted, to be legal advice or opinion.

KPMG has no present or contemplated interest in the Town nor are we an insider or associate of the Town and its management team. Accordingly, 
we believe we are independent of the Town and are acting objectively.
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Introduction

The Town of Smooth Rock Falls (the 
“Town”) has engaged the firm of J.L. 
Richards and Associates Limited 
(“JLR”) to assist with the 
development of a waterfront 
development master plan (the 
“Plan”).  Intended to guide aspects of 
the Town’s future development, the 
Plan outlines a vision of the Town
that involves the transformation of its
waterfront areas into a “vibrant, 
dynamic and resilient development 
district that will accommodate new
uses, a high-quality public realm and 
open spaces, and a pedestrian-
oriented network of streets, trails and 
pathways”.  Outlining a proposed 
long-term (i.e. + 20 years) strategy 
for development, the Plan identifies 
27 elements for the redevelopment 
of the Town’s waterfront areas.  

In connection with the development of the Plan, JLR has requested KPMG LLP (“KPMG”) to prepare a financial analysis that provides an 
indication as to the potential costs, funding sources and net financial benefit to the Town over the 20 year planning horizon.  Recognizing the 
inherent variability associated with the long-term planning horizon (20 years) and the uncertainty associated with certain funding sources (most 
notably grants from senior levels of government), the financial analysis outlines a range of potential scenarios. 

The financial analysis of the Plan reflects cost estimates provided by JLR with respect to various development elements, as well as information 
relating to taxation rates and other factors influencing the net financial impact of the Plan on the Town.  



* THE CONTENTS AND IMAGES CONTAINED IN THIS REPORT ARE PROVIDED FOR SRF’S INTERNAL USE AND CONSIDERATION ONLY, AND ARE NOT SUITABLE FOR EXTERNAL USE OR BY ANY 
THIRD PARTIES EXCEPT WITH THE PRIOR CONSULTATION AND CONSENT OF J.L. RICHARDS & ASSOCIATES LIMITED. 

THE TOWN OF SMOOTH ROCK FALLS| WATERFRONT MASTER PLAN 244

4

Document Classification: KPMG Confidential

© 2022 KPMG LLP, an Ontario limited liability partnership and member firm of the KPMG global organization of independent member firms affiliated with KPMG International Limited, a 
private English company limited by guarantee.  KPMG Canada provides services to KPMG LLP.

Capital Cost Assumptions 

While the Plan considers a range of different development elements, including the construction of new facilities and amenities, the financial analysis 
considers the cost of so-called civil works – roads, water, wastewater, stormwater, associated ancillary costs and  project contingency – with other 
development elements assumed to be funded through a combination of (i) grants from senior levels of government; (ii) private sector partners; (iii) 
future funding to be earmarked by the Town for the development.  The Opinion of Probable Costs (“OPCC”) prepared by JLR in connection with the 
Plan identifies a total cost for civil works of $28.976 million, comprised of the following elements:

• Roads $8.123 million

• Water servicing $3.627 million

• Wastewater servicing $6.544 million

• Stormwater management $3.445 million

• Ancillary costs $0.550 million

• Project contingency (30%) $6.687 million

The OPCC is based on a number of assumptions and exclusions concerning the civil works, most notably the expectation that no upgrades will be 
required to the Town’s water and wastewater treatment facilities and distribution and collection networks as a result of the waterfront development 
and that certain costs will be excluded from the OPCC.  In order to address the potential for increased costs for civil works as a result of changes to 
these assumptions and exclusions, the financial analysis includes sensitivity analysis that reflects increased costs associated with civil works.  

The Plan contemplates a phased approach to development, whereby the construction of civil works and the supported waterfront development 
would occur at different stages over a 20 year period, eventually leading to the full construction of the civil works.  The use of a phased approach is 
intended to align with new mining activity occurring in the region (Canada Nickel Company Crawford Project), which has a projected construction 
start date of 2025 and operations commencing in 2027.  In order to reflect the phased approach to waterfront development, the financial analysis 
reflects the following timing for the construction of civil works. 

2028 2033 2038

Civil works construction costs incurred $9.659 million $9.659 million $9.659 million

Percentage of total OPCC estimate 33% 33% 33%
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Development Assumptions 

Based on information provided by JLR, a total of 435 residential housing units, comprised of a mix of single family dwellings, townhomes, apartment 
units, senior’s housing and waterfront homes, are projected to be constructed in connection with the implementation of the Plan, with additional 
commercial, eco-resource and accommodation (i.e. hotel/motel) development also expected to occur.  Overall, a total of 62,330 square metres of 
new buildings are projected to be constructed over the duration of the planning period, resulting in an increase in the Town’s taxable assessment of
$54 million by 2043.  
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Financial Analysis

A. Base Case Financial Analysis

Our financial analysis of the Town’s proposed waterfront redevelopment considers the following key assumptions:

1. Total costs for civil works of $28.976 million, to be incurred over the projected development period (2023 to 2043) as per the forecasted 
timeframe provided by JLR.

2. The cost of civil works undertaken will be finance through a combination of:

• Senior government capital grants 66%

• Municipal contributions (taxation, user fees, reserves) 10%

• Debt financing 24%

3. Debt financing for civil works will be provided through 20-year debentures bearing interest at a rate of 5%.

4. The timeframe for the development of residential, multi-residential and non-residential properties will be consistent with the forecasts provided 
by JLR.

5. Costs associated with the construction of residential, multi-residential and non-residential properties will be the responsibility of third parties and 
will not require financial contributions from the Town.

6. Costs associated with community infrastructure such as trails, playgrounds, as well as the proposed community complex, are excluded from the 
financial analysis. 

7. As a result of the projected development, the Town will generate additional revenues through (i) property taxes assessed on the taxable 
assessment of the new development; and (ii) water and wastewater rates charged in accordance with the Town’s user fee structure.

8. Revenue or operating cost increases resulting from higher demand for municipal services (e.g. parks and recreation fees), are not considered 
as part of the financial analysis. 

9. Revenues associated with new construction, including but not limited to proceeds on the sale of land, building permit fees, development 
charges, planning fees and lot levies, have been excluded from the financial analysis as it is assumed that these fees will be waived in 
accordance with the Town’s community improvement plan. 
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Financial Analysis

In addition to these assumptions, the financial analysis does not consider the effects of future inflation on:

• Capital costs for the construction of civil works;

• Tax rates and user fees dedicated towards the financing of civil works; 

• Current value assessments for existing and new properties, which would affect taxation revenues generated by the Town; and 

• Operating costs incurred by the Town in connection with the delivery of municipal services.  

The results of our financial model indicate that, based on the assumptions noted above, the Town is projected to experience positive financial results 
from the Plan (net benefit of $10.9 million from 2023 to 2043), with incremental taxation revenue ($14.1 million) and water and wastewater user fees 
($5.8 million) offsetting the portion of civil works capital costs funded through local sources ($2.9 million), as well as associated debt servicing costs 
($6.1 million).  As noted below, the annual financial impact of the assumed development is projected to be positive with the exception of years where 
major investments are made in civil works. 
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Financial Analysis

B. Sensitivity Analysis

Given the duration of the implementation period for the plan (2023 to 2043) and the potential for material unforeseen changes in capital costs, 
funding models and other key assumptions, we have provided below an analysis of the financial impact of changes to key assumptions.  As noted 
below, the most significant financial risk exposure facing the Town relates to financing model for civil works, where a change in assumption to a  
one-third, one-third, one-third model of grants, debt and local contributions would result in the Town’s financial benefit decreasing by $9.3 million. 

Key Assumption Base Case Assumption Sensitivity Analysis Assumption Projected Cumulative Financial Benefit 
(Cost) to the Town

Base 
Case

Sensitivity 
Analysis

Difference

Capital costs $28.976 million $31.873 million (+10%) $10.9M $9.9M -$1.0M

Financing model Grants account for two-thirds of civil 
works funding, with debt accounting 

for 24%.  Taxes, user fees and 
reserve contributions fund the 

remaining 10% of civil works costs. 

Grants, debt and local funding 
(taxes, user fees and reserve 

contributions) each fund one-third of 
civil works costs. 

$10.9M $1.6M -$9.3M

Assessed values Incremental taxable assessment of 
$54.0 million created

Incremental taxable assessment of 
$48.6 million created (-10%)

$10.9M $9.4M -$1.5M
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