Canada-BC Investing in Canada Infrastructure Program Green
Infrastructure — Environmental Quality Drinking Water Grant

Filtration at the Mission Hill Water Treatment Plant
for Greater Vernon Water

2021 GRANT APPROVAL =]
The Regional District of North Okanagan (RDNO)
received a $30,000,000 grant (2/3 funding) from the
Investing in Canada Infrastructure Program, Green
Infrastructure — Environmental Quality Fund (Green
Fund) for the installation of Filtration at the Mission Hill
Water Treatment Plant (MHWTP). This was based on
a 2018 estimated cost of $45,000,000 for the project
with the remaining $15,000,000 being funded from
Greater Vernon Water (GVW) reserves in accordance

with the 2017 Master Water Plan. R = T 7 / .
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COST ESCALATION :
The RDNO received an updated project cost estimate in October 2023 with a significant cost increase of
$84,000,000. The Value Engineering exercise completed in July 2023 found up to $6.5 million in cost savings /
avoidance however, continuing with this project was challenged in 2024 by these drastic inflationary increases.
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RDNO COMMITMENT TO THE COMMUNITY

The RDNO Board is committed to completing this critical community project as installing filtration at the MHWTP
has been a heightened priority due to the water degradation of the source as outlined on the next page. The
RDNO had previously lobbied senior government for more funding but due to the urgency of completing this
project, the RDNO has committed to alternative financing strategy to ensure this project moves ahead that
includes grants, fully allocating reserves and borrowing.

GVW FINANCIAL STRATEGY TO INSTALL FILTRATION

The RDNO has committed to fund the project with a combination of grant funding ($30,000,000), allocating GVW
capital and Development Cost Charges reserves ($37,000,000) and conducting an Alternative Approval Process
(APP) to gain electoral consent to endorse the MHWTP filtration Loan Authorization Bylaw No. 3032, 2025 to
borrow $18,000,000 for this project. Contingency funding would use reallocating capital project funding (delaying
other critical capital projects), using the reserve transfer funds and further allocating operational and capital
reserves. The RDNO has received prepayment of the BC Government portion of the Green Fund (approximately
$18,000,000) with the understanding that the RDNO will use interest earned towards the filtration project,
estimated to be an additional $1,000,000 toward this project.

PROJECT SCHEDULE
The design process has been initiated with detailed design (70%) expected to be completed by the end of July
2025 and the Construction Tender Package ready for issue in January 2026.

RISKS FROM FURTHER PROJECT DELAYS
Filtration of the Kalamalka Lake source is an urgent need for GVW and not just to meet a legislative requirement.
This source has been degrading for years (as detailed on the next page) and GVW is at risk of:

o Boil Water Notices (BWN) that threaten health services at regional facilities, including cancellation of
surgeries as well as costing customers millions of dollars to supply potable water and/or in lost revenue,

e Continued exposure to disinfection by-products with long term health implications, and

¢ Shutting down the Kalamalka Lake source due to toxic blue-green algae blooms during the summer
peak water demand times that would cause crippling water restrictions and threaten all customers with
a large impact on Greater Vernon businesses and agricultural industry.
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PROJECT BACKGROUND

WHY FILTRATION

The MHWTP treats water from Kalamalka Lake, the primary water source of over 65,000 Greater Vernon
residential, industrial, commercial and institutional customers. The 2017 GVW Master Water Plan identified
filtration at the MHWTP as the highest priority project for GVW with recent urgency from increasing cyanobacteria
blooms occurring in the past 4 years. Interior Health strongly supports this project to meet the Medical Health
Officer’s goal for large utilities to meet provincial standards by 2025.

The water is only disinfected with ultraviolet (UV) and
chlorine. Historically it has been sufficient during good
weather. During freshet and other events (lake turn over
in the fall, winter milfoil rototilling, seiche events, etc.)
the MHWTP is shut down with water supplied from the
Duteau Creek source. Shutting down during peak
season, if the Duteau Creek source is also experiencing
water quality issues (as occurred during 2013 and 2017
freshet) or during drought conditions (2022, 2023 and
2024) is not an option and a BWN must be issued.

IMPACTS OF CLIMATE CHANGE

Increasing temperatures, land use and wildfire are
degrading Kalamalka Lake water quality, leading to
increasing algae trends as shown in the adjacent graph.
There was an unprecedented toxic Cyanobacteria
algae bloom in the fall of 2020 and a substantially
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B Gyancbacteria
40000

Diatoms

L

Yellow Brown

Cells/m

20000 =

||||||||||||||||||||
— 0y oW A g e B S~ BT W W W 0 S — oW
s dEgEcRBEES IR ES B TR R
B0 dn 00 0o 0 03 00 63 00 B3 53 £3 £ 03 £3 £ B3 £ O3 L L3 &9 L3 ad o
L3 O B I o ST o I L I e I B I T T

worse bloom in May and June of 2023. Cyanobacteria and other toxic blue green algae can only be treated by
filtration to remove the cells before they are lysed and the toxins released. If an algae bloom occurs in the
summer peak months, GVW would need to shut off the source which would result in crippling water restrictions
for the City of Vernon and a Boil Water Advisory for the entire area. In addition, the increase in organics and

temperature is also challenging the current treatment of UV and chlorine causing regrowth in the distribution
system that operations is struggling to address. Long term, these issue can only be addressed through filtration.

IMPACTS TO THE COMMUNITY

Based on a survey completed by the RDNO, the 10 day
BWN in 2017 resulted in an economic burden of $2.2M to
$3.5M to the community, which does not include staff
time, emotional distress or the health risk to vulnerable
citizens. Some of the most concerning impacts reported
were the cancellation of hospital surgeries at the Vernon
Jubilee Hospital, a regional facility servicing over 90,000
residents, and that the most vulnerable populations to
waterborne illness such as the elderly and very young,
were the mostly likely to not understand a BWN and not
avoid drinking the water. If the Kalamalka source needs to
be shut off during summer due to toxic algae, the entire
community would face crippling water restrictions,
especially the thriving agricultural community serviced by
GVW.

WHO BENEFITS

The City of Vernon, District of Coldstream, as well as
areas of RDNO-Electoral Areas “B”, “C” and “D”, and the
Township of Spallumcheen would benefit from improved
water supply safety and reliability. The population
currently served by this water source is approximately
65,000, and is expected to grow to over 100,000 by 2052.

Coldstream Creek Plume

Degradation of Kalamalka Lake
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