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COVID-19
(Coronavirus)
Impact Update

IBISWorld's analysts constantly monitor the industry impacts of current events in real-time – here is an update of
how this industry is likely to be impacted as a result of the global COVID-19 pandemic:

· Revenue is expected to remain stagnant in the Sewage Treatment Facilities industry, despite the adverse
economic effects of COVID-19 (coronavirus). For more detail, please see the Current Performance chapter.

· The industry is expected to receive more federal funding due to the coronavirus pandemic. For more detail, please
see the Industry Assistance chapter.

· Demand from the industry's major markets is expected to fluctuate slightly due to coronavirus. For more detail,
please see the Major Markets chapter.
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About IBISWorld
IBISWorld specializes in industry research with coverage on thousands of global industries. Our comprehensive data and in-depth analysis help
businesses of all types gain quick and actionable insights on industries around the world. Busy professionals can spend less time researching
and preparing for meetings, and more time focused on making strategic business decisions that benefit you, your company and your clients. We
offer research on industries in the US, Canada, Australia, New Zealand, Germany, the UK, Ireland, China and Mexico, as well as industries that
are truly global in nature.
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About This Industry
Industry Definition The Sewage Treatment Facilities industry in Canada operates sewage systems or wastewater treatment facilities

that collect, treat and dispose of waste. Waste includes wastewater from homes, businesses and industrial clients,
as well as stormwater runoff. The industry includes both public- and private-sector operators.

Major Players Veolia Water Co.

EPCOR Utilities Inc.

Main Activities The primary activities of this industry are:

Operating sewage disposal plants

Operating sewage treatment plants or facilities for wastewater and stormwater runoff

Operating sewer systems for wastewater and stormwater runoff

The major products and services in this industry are:

Primary treatment

Secondary treatment

Tertiary treatment
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Supply Chain

SIMILAR INDUSTRIES

Electric Power Transmission in
Canada

Water Supply & Irrigation
Systems in Canada

Waste Treatment & Disposal
Services in Canada

Remediation & Environmental
Cleanup Services in Canada

       

       

RELATED INTERNATIONAL INDUSTRIES

Sewage Treatment Facilities in
the US

Sewerage and Drainage Services
in Australia

Sewage Treatment Facilities in
China

Sewerage in the UK

Sewerage and Drainage Services
in New Zealand
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Industry at a Glance
Key Statistics

$6.5bn
Revenue

 

$1.1bn
Profit

Annual Growth

2016–2021

-3.6%

  Annual Growth

2016–2021

 

17.1%
Profit Margin

Annual Growth

2016–2021

-3.4pp

  Annual Growth

2016–2021

 

1,116
Businesses

Annual Growth

2016–2021

0.3%

Annual Growth

2021–2026

1.1%

Annual Growth

2016–2026

 

24,605
Employment

Annual Growth

2016–2021

0.0%

Annual Growth

2021–2026

1.2%

Annual Growth

2016–2026

 

$1.8bn
Wages

Annual Growth

2016–2021

2.1%

Annual Growth

2021–2026

1.3%

Annual Growth

2016–2026

Key External Drivers % = 2016–21 Annual Growth

-0.5%
Demand from manufacturing

1.3%
Consumer spending

2.4%
Government consumption and
investment

0.7%
Number of businesses

1.2%
Population

 
Industry Structure

POSITIVE IMPACT

  Industry Assistance
High / Steady   Concentration

Low

  Barriers to Entry
High / Steady   Industry Globalization

Low / Increasing

  Competition
Low / Steady

MIXED IMPACT

  Life Cycle
Mature   Revenue Volatility

Medium

  Technology Change
Medium

NEGATIVE IMPACT

  Capital Intensity
High   Regulation & Policy

Heavy / Increasing

 

Key Trends

 Trends in household consumption can help to drive industry
revenue

 The majority of revenue is generated by household
consumers across Canada

 The public sector is responsible for the majority of the
industry

 There is significant need for capital investment in aging
wastewater systems

 Per capita water usage is anticipated to decline as
sustainability efforts expand

 Private-sector participation is expected to become more
prevalent

 Slowing population growth and declining per capita water
usage will likely constrain industry growth
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Products & Services Segmentation

 
Major Players SWOT

STRENGTHS

  High & Steady Barriers to Entry

  High & Steady Level of Assistance

  Low Competition

  Low Imports

  Low Product/Service Concentration

   

WEAKNESSES

  Low Profit vs. Sector Average

  High Customer Class Concentration

  Low Revenue per Employee

  High Capital Requirements

   

OPPORTUNITIES

  High Revenue Growth (2021-2026)

  High Performance Drivers

  Consumer spending

   

THREATS

  Low Revenue Growth (2005-2021)

  Low Revenue Growth (2016-2021)

  Low Outlier Growth

  Population
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Executive Summary Cleaning up: Expanded domestic economic output is expected to benefit
the industry

The Sewage Treatment Facilities industry in Canada includes facilities that collect, treat and dispose of wastewater
generated by homes, businesses and stormwater runoff. The majority of its funding emanates from municipalities,
which serves to minimize revenue volatility. These municipal services are funded through water rates, property
taxes, development charges and government contributions. Over the five years to 2021, the industry has remained
stable despite a growing population, stimulating demand for industry services. Further, continued investment into
facilities to meet new regulatory requirements helped keep demand for industry services stable during the COVID-19
(coronavirus) pandemic. IBISWorld estimates revenue to remain stagnant at $6.5 billion over the past five years,
including a 3.3% growth in 2021 alone. This growth in 2021 can be mainly attributed to the increase in government
investment, to help alleviate the adverse economic effects of coronavirus. Despite the increase in investment, profit
has still declined over the five years to 2021.

While the industry is dominated by the public sector, partnerships between municipal governments and private
companies have become increasingly common. This process was originally facilitated by PPP Canada Inc. (PPP
Canada), a Crown corporation founded in 2009. While the government dissolved PPP Canada in 2017 after it
fulfilled its mandate of building out the public-private partnership market, similar regional groups such as
Infrastructure Ontario and Partnerships BC still exist. Further, the formation of the Canadian Infrastructure Bank
through the 2016 Investing in Canada Plan is also expected to lead to expanded public-private partnership
development.

Moving forward, the Wastewater Systems Effluent Regulations, which were first implemented in 2015, require all
facilities of a certain size to meet at least a secondary standard of treatment by 2040. These regulations will require
investments of billions of dollars, and the 2016 federal budget plan created the Clean Water Wastewater Fund
through which $2.0 billion would be allocated. Meanwhile, the industry is expected to benefit from expanded
domestic economic output, stimulating business demand for industry services. However, slowing population growth
and declining per capita water usage will likely constrain industry growth. Overall, IBISWorld forecasts industry
revenue will rise an annualized 1.4% to $7.0 billion over the five years to 2026.
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Industry Performance

Key External
Drivers

Population

Demand for sewage treatment facilities is heavily dependent on population trends and associated per capita water
consumption. When the population is increasing and per capita water consumption is rising, wastewater volume
typically increases, resulting in greater need for sewage treatment facilities. The Canadian population is expected to
increase in 2021, representing a potential opportunity for the industry.

 

Government consumption and investment

Sewer systems are often operated by municipalities and a large portion of their funding comes from government
investment. As a result, the level of government expenditure and investment has a direct correlation to industry
revenue. Government expenditure and investment is expected to increase in 2021.

 

Number of businesses

Commercial customers, including agricultural customers, account for nearly one-fifth of sewage treatment. As a
result, when the number of businesses rises, there is greater demand for industry services. The number of
businesses is expected to increase in 2021.

 

Consumer spending

Consumer spending measures the total expenditure on goods and services by Canadians in a given year. Rising
consumption prompts increased production from the manufacturing, retail and industrial sectors, which are heavy
users of industry services. As production rises, wastewater is created at a faster rate, boosting demand for industry
services. Consumer spending is expected to rise in 2021.

 

Demand from manufacturing

The manufacturing sector is another large source of wastewater and is heavily regulated by government agencies.
When the number of manufacturing facilities declines, demand for wastewater facilities decreases. Demand from
manufacturing is expected to increase in 2021, however, the volatility in manufacturing from the COVID-19
(coronavirus) pandemic is still expected to pose a potential threat to the industry.
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Current
Performance

The Sewage Treatment Facilities industry in Canada is composed of
wastewater facilities that collect, treat and dispose of sewage from
homes, businesses and industrial clients, as well as stormwater runoff.

The majority of industry revenue is generated through funding from municipalities, which tends to be consistent and
helps to moderate the volatility of industry revenue over time. However, there are also private companies operating
in the industry, as well as growth in public and private partnerships for designing, funding and operating wastewater
systems. The largest source of demand for industry services is from households, which tends to be stable, although
large quantities of water are demanded for an array of industrial processes, and demand from these sources tends
to fluctuate in line with domestic industrial output. The industry has remained stagnant over the five years to 2021,
with steady population growth and rising levels of business activity helping to stimulate consistent demand for
industry services. Further, increased wastewater production and concerns about the aging of industry wastewater
treatment infrastructure have prompted the federal government to expand funding for investments into industry
products, helping to further spur industry growth. Over the five years to 2021, industry revenue is expected to remain
stagnant at an estimated $6.5 billion, including a 3.3% growth in 2021 alone. This growth in 2021 can be mainly
attributed to the expected economic recovery after the COVID-19 (coronavirus) pandemic.

DOWNSTREAM DEMAND

The majority of industry revenue is generated by household consumers
across Canada, at an estimated 66.6% in 2021.

While many rural communities may lack strong public infrastructure and rely on private septic systems or basic
primary water treatment services, facilities in higher-density urban areas are more likely to have a wider range of
treatment options, such as secondary and tertiary sewage treatment, which are more thorough and expensive than
primary treatment. Since these facilities provide more complex services, they tend to be more expensive to run, and
operators offering these services can convince municipalities and regulatory commissions to enable them to charge
higher rates.

Due to their outsize share of demand, trends in household consumption can help to drive industry revenue. While
per capita water consumption has steadily fallen over the past few decades in response to various efforts from
governmental and environmental sources to promote conservation, the Canadian population has risen steadily,
resulting in steady demand for industry operators. Even more importantly, the percentage of Canadians living in
urban areas has been steadily growing for years, and according to the 2016 census, over 82.0% of the population
lives in medium- and large-sized cities.

Further, according to Canada's 2019 Survey of Household Spending, the average household spending on water
supply and sanitation services grew at an annualized rate of 2.7% between 2014 and 2018, indicating that industry
operators have been able to receive higher average prices for their services. This has also helped keep the
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industry's profit high, measured as earnings before interest and taxes, which is expected to account for 17.1% in
2021, a figure that has slightly decreased over the past five years.

While commercial clients account for a smaller segment of industry revenue than residential customers, the number
of industry operators has risen at an annualized rate of 0.3% over the five years to 2021, and growth in the industrial
and agricultural sectors, as well as certain manufacturing industries, both of which use significant quantities of water,
has resulted in increased production of wastewater and demand for industry services.

PUBLIC AND PRIVATE PARTNERSHIPS

The public sector is responsible for the majority of the industry.

According to Environment and Climate Change Canada, municipalities own and operate the vast majority of
wastewater systems. These wastewater services are funded through a variety of sources, including water rates,
property taxes, development cost charges and government contributions.

However, due to budgetary constraints, municipalities sometimes seek private partnerships through which the local
government retains ownership of a given facility, but private companies are contracted to design, build, finance,
operate and maintain the facilities. The length of these contracts is attractive for private sector clients. As a result,
contracts can often last as long as 30 years.

Growth in public-private partnerships was facilitated by the creation of PPP Canada Inc. (PPP Canada) in 2009, a
Crown corporation designed to support innovative public infrastructure projects across Canada. According to the
Water/Wastewater Sector Study by PPP Canada, in 2014, the majority of such projects cost between $10.0 million
and $30.0 million to finance. Prominent examples of recent partnerships include a 2014 agreement EPCOR Utilities
Inc. signed to operate an existing facility and build a new treatment plant in Regina, SK, which it will maintain
through at least 2044.

There have been some changes over the past five years to the overall nature of public-private partnerships in
Canada. For instance, while PPP Canada was created in 2009 to promote these partnerships, the government
determined that it had fulfilled its mission during this reporting period and its operations ceased at the end of 2017.
However, there are similar provincial organizations, such as Infrastructure Ontario and Partnerships BC, that focus
on such projects. Further, part of the reason for the dissolution was that the Investing In Canada Plan announced
the formation of the Canadian Infrastructure Bank, which would use $35.0 billion in federal money to invest in
revenue-generating infrastructure projects, and this money would be used to attract private capital in a similar model
to public-private partnerships.

REGULATION CHANGES AND FUNDING OPPORTUNITIES

In addition to these partnerships, the government has also aggressively
pursued methods to force changes to the existing wastewater treatment
infrastructure in Canada to combat waste.

Most importantly, in 2012, the New Wastewater Systems Effluent Regulations were introduced under the Fisheries
Act, with implementation beginning in 2015. These regulations laid out new terms regarding wastewater treatment
requirements, and any municipal system that handles more than 100.0 cubic metres of influent every day, which
applies to most facilities in urban areas, must comply. Each facility must provide at least secondary sewage
treatment, with facilities judged the most at risk to be completed by 2020, with the remainder being completed by
2030 or 2040 depending on their perceived risk level.

To meet these goals, the government has stated that it will allocate billions of dollars toward wastewater
infrastructure funds. According to the Federation of Canadian Municipalities, a total of $18.0 billion will be needed to
comply with the new standards. The 2016 federal budget plan stated that $5.0 billion would be allocated toward
industry projects over the next five years. The Clean Water and Wastewater Fund, which was established in 2016
and has already approved over 1,000 projects to expand or rehabilitate systems, will provide $2.0 billion of this
funding.

With increased investment in domestic facilities, the number of industry establishments has risen an annualized
0.3% to 1,233 locations over the five years to 2021. In addition, wages have grown an annualized 2.1% to total $1.8
billion during the five-year period to accommodate the increased employees needed to provide the monitoring and
testing laid out by regulations.



Sewage Treatment Facilities in Canada August 2021

13 IBISWorld.com

Historical Performance Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Population
(Thousand

people)
2012 5,880 3,051 1,145 1,032 23,078 N/A N/A 1,638 N/A 34,714
2013 6,036 3,088 1,129 1,030 22,649 N/A N/A 1,581 N/A 35,083
2014 6,064 3,209 1,146 1,039 23,038 N/A N/A 1,586 N/A 35,437
2015 6,351 3,595 1,186 1,075 23,881 N/A N/A 1,812 N/A 35,703
2016 6,537 3,836 1,217 1,102 24,570 N/A N/A 1,657 N/A 36,110
2017 6,407 3,687 1,203 1,087 24,316 N/A N/A 1,825 N/A 36,543
2018 6,525 3,885 1,215 1,098 24,288 N/A N/A 1,806 N/A 37,058
2019 6,553 3,727 1,220 1,103 24,499 N/A N/A 1,831 N/A 37,589
2020 6,326 3,622 1,210 1,096 23,993 N/A N/A 1,788 N/A 37,874
2021 6,537 3,767 1,233 1,116 24,605 N/A N/A 1,836 N/A 38,285
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Industry Outlook
Outlook Over the five years to 2026, revenue for the Sewage Treatment Facilities

industry in Canada is forecast to rise at an annualized rate of 1.4% to
reach $7.0 billion.

The industry is expected to benefit from the continued growth in population and continued domestic economic
growth, stimulating demand from commercial and household sources. Further, there is significant need for capital
investment in wastewater systems across the country and dedicated government funding sources already pledged
to assist in the coming years, which will likely benefit the industry by renovating aging facilities and leading to the
development of new ones. This growth over the five years to 2021 can also be attributed to the increased funding
after the COVID-19 (coronavirus) pandemic, to help restore economic conditions.

WASTEWATER TREATMENT DEMAND

The domestic population is forecast to continue growing over the next
five years, although the rate of growth will be slower than the five years to
2021.

Further, per capita water usage has been declining for years and this trend is forecast to continue as households
and businesses emphasize conservation for both environmental reasons and to cut down on related expenses.
However, with a growing population and improving economy overall, the industry is forecast to continue to
experience growth. Further, Canada still ranks as one of the highest countries in the world in terms of daily water
usage, likely because water prices are low compared with most other member nations.

According to Environment and Climate Change Canada, about 150.0 billion litres of untreated and undertreated
wastewater enter waterways each year, and that number was possibly as high as 200.0 billion litres in 2015,
according to the Canadian Broadcasting Corporation. Residences generate the majority of this wastewater. More
upgraded facilities are required to minimize the amount of untreated wastewater generated in Canada, and
according to the 2016 Canadian Municipal Infrastructure Report Card (latest data available), 35.0% of Canada's
wastewater infrastructure was in only fair to very poor condition. To improve this, Environment and Climate Change
Canada estimates that over 850 facilities across Canada require upgrades to at least the secondary treatment level.

BENEFICIAL REGULATION

On January 1, 2015, the Wastewater System Effluent Regulations came
into effect.

These regulations were passed in 2012 following a 2009 report by the Canadian Council of Ministers of the
Environment, and they have a long-term plan to bring 100.0% of Canada's urban wastewater treatment facilities to
at least a secondary standard by 2040, with the most at-risk systems to be updated by 2020. According to the
Federation of Canadian Municipalities, it will cost an estimated $18.0 billion to comply with the new federal
standards.

The 2016 federal budget plan includes $5.0 billion in investments to be made through 2021, including $2.0 billion
that will flow through Canada's Clean Water and Wastewater Fund to provide communities with more reliable water
systems. This oncoming infrastructure investment will be a boon for industry revenue, as more efficient infrastructure
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enables operators to expand their service portfolio more easily. However, the promised available funding is not yet
at the level that will be required to fully comply with federal standards by 2040. While new rounds of funding will be
required to reach these goals, there have been no further funding announcements, although relevant projects can
seek funding assistance from the Canadian Infrastructure Bank.

Most recently, in April 2021, the Canadian Government launched the Community Buildings Retrofit (CBR) initiative.
The CBR initiative is expected to add an additional $167.0 million federal investment in the Federation of Canadian
Municipalities' Green Municipal Fund. The new initiative will provide grants and loans to fund a portion of each
project to lower emissions and improve the energy performances of community buildings, arenas, pools and
recreation/cultural centres. This program is expected to disperse all the funds over the next six years, including the
original $950.0 million investment in the Green Municipal Fund to scale up energy efficiency and lower emissions
across Canada.

INDUSTRY LANDSCAPE

Due to the required facility upgrades, private-sector participation is
expected to become more prevalent over the five years to 2021.

The majority of public-private partnership opportunities will likely be for upgrades to existing systems. Typically,
municipalities must borrow to undergo wastewater facility upgrades, lending themselves to greater opportunities for
private investment. The majority of projects are likely to cost less than $50.0 million, according to the
Water/Wastewater Sector Study released by PPP Canada Inc. Furthermore, there are significant investment
opportunities in upgrading wastewater treatment facilities from primary to secondary levels and from secondary to
tertiary wastewater treatment facilities. As a result of greater funding requirements, municipalities are expected to
continue partnering with private companies that will then design, fund and operate the facilities, while the
municipality retains ownership of the facility.

Over the five years to 2026, the number of industry establishments is expected to increase at an annualized rate of
1.1% to 1,301 facilities, in response to these greater investment efforts. Moreover, industry wages are forecast to
expand steadily over the next five years, increasing an annualized 1.3% to $2.0 billion, to accommodate the
increasing number of employees needed to handle the more stringent testing requirements of these new
regulations. Industry profit, measured as earnings before interest and taxes, is forecast to increase slightly in
response to rising demand over the five years to 2026.

Performance Outlook Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Population
 (Thousand

people)
2021 6,537 3,767 1,233 1,116 24,605 N/A N/A 1,836 N/A 38,285
2022 6,688 3,880 1,253 1,133 25,072 N/A N/A 1,873 N/A 38,694
2023 6,782 3,942 1,266 1,144 25,371 N/A N/A 1,896 N/A 39,103
2024 6,874 3,995 1,277 1,154 25,645 N/A N/A 1,917 N/A 39,509
2025 6,963 4,031 1,290 1,166 25,938 N/A N/A 1,940 N/A 39,914
2026 7,024 4,057 1,301 1,176 26,169 N/A N/A 1,957 N/A 40,315
2027 5,969 3,488 1,230 1,119 23,574 N/A N/A 1,743 N/A 40,714
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Industry Life Cycle The life cycle stage of this industry is    Mature

LIFE CYCLE REASONS

IVA is forecast to grow slightly slower than the economy as a whole

The number of operators is expected to increase over the 10 years to 2026

The industry has well-established products and services

The Sewage Treatment Facilities industry in Canada is in the mature stage of its industry life cycle. Over the 10
years to 2026, industry value added (IVA), which measures an industry's contribution to the economy, is forecast to
rise at an annualized rate of 0.6%, growing slower than overall Canadian GDP, which is expected to grow at an
annualized rate of 2.0% during the same period. Helping to drive this growth has been the new Wastewater System
Effluent Regulations, which came into effect in 2015. These regulations have the intention of requiring urban area
treatment facilities to offer at least secondary wastewater treatment by 2040. However, while the industry has been
expanding, the industry has well-established products and services that are required by its downstream users and
the overall nature of the industry has changed very little over the past few decades.

Industry facilities have significant capital requirements, and municipalities are increasingly partnering with private
companies to fund these expansions and upgrades. As a result, the number of industry operators has expanded
over the five years to 2021, and this is expected to continue moving forward, with the number of industry enterprises
forecast to grow an annualized 0.7% over the 10 years to 2026. Change has been moderate over the past five
years. Industry offerings tend to be fairly static, with the nature of products changing little year-by-year. However,
regulations have resulted in some services falling out of favour, as new requirements mean that all facilities above a
certain size have to offer secondary treatment services at a minimum. As a result, while the exact product offerings
remain fairly similar, some product categories have clearly gained in market share while others such as primary
treatment have declined as they do not meet these minimum standards.
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Products & Markets
Supply Chain Key Buying Industries

1st Tier

Public Administration in Canada

Agriculture, Forestry, Fishing and Hunting In Canada

Mining In Canada

Manufacturing In Canada

Accommodation and Food Services In Canada

Dry Cleaners in Canada

Industrial Laundry & Linen Supply in Canada

Consumers in Canada

Key Selling Industries
1st Tier

Electric Power Transmission in Canada

Commercial Building Construction in Canada

Water & Sewer Line Construction in Canada

Water Supply & Irrigation Systems in Canada

2nd Tier

Construction Machinery Manufacturing in Canada

Construction & Forestry Equipment Wholesaling in
Canada

Machine Shop Services in Canada

Pump & Compressor Manufacturing in Canada

Metal Pipe & Tube Manufacturing in Canada

Products & Services

  Most operators in the Sewage Treatment Facilities industry in Canada are
regulated utilities that receive predetermined wastewater rates, although
private operators with more flexible access to financing have been able to
gain market share by purchasing facilities from financial stressed
municipalities.

For all operators, sewage treatment accounts for the vast majority of industry services. While some companies offer
irrigation services or water sales, these services are requested by a very small proportion of industry clients, relative
to the millions of clients that use sewage treatment services. The vast majority of the Canadian population has
access to these services, while very few require irrigation or water sales services from industry operators. As a
result, the services provided by this industry can be best segmented by the type of treatment supplied. Sewage
treatment is broken into three stages, primary, secondary and tertiary. The more extensive the treatment of the
sewage, the less contaminated the end product. Below is a breakdown of the amount of industry clients that have
access to each of those three stages, as the number of clients each service is being performed for reflects the
amount of each service that is performed by industry operators. Access to these stages for clients depends on the
infrastructure of the area in which their home or business is located. The more advanced the infrastructure, the more
likely a client is to have more advanced treatment.

PRIMARY TREATMENT

In 2021, an estimated 21.0% of revenue is accounted for by primary
treatment.
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Primary treatment involves pumping wastewater into a quiescent basin for temporary storage. In these tanks, solids
in wastewater are able to settle, while oils float to the top. The settled solids and floating oils are released from the
tank into sewer systems, while the water is either passed onto secondary treatment, recycled or discharged. A
relatively small proportion of the population has access to facilities that solely offer primary treatment, which results
in more contaminated discharge and is the result of poor infrastructure and low facilities capabilities. This treatment
segment has fallen as a share of revenue over the five years to 2021, as in 2012, the Canadian government passed
a law that all municipal water systems that handle above a certain low level of influent every day must be upgraded
to at least secondary treatment, with a time frame between 2020 and 2040 depending on the risk level of the
treatment facility.

SECONDARY TREATMENT

Clients with secondary treatment capabilities account for an estimated
34.1% of industry revenue in 2021.

Secondary treatment involves the discharged water from primary treatment being treated with bacteria and oxygen
to purify the wastewater and remove biological remnants suspended in the pushed-through water. Secondary
treatment is also used to cleanse wastewater of microorganisms. Most of the industry's clients have access to this
service and primary treatment. Secondary treatment offers a much more fully realized cleansing of wastewater than
primary treatment and the push to upgrade industry facilities has resulted in more facilities being able to offer
secondary treatments. Recent legislation requiring that all Canadian water sewage treatment systems met at least a
secondary treatment standard by 2040 (with the most at risk systems required to be updated by 2020, medium risk
systems by 2030 and low risk by 2040) have helped to bolster this segment at the expense of the primary treatment
segment over the past five years.

TERTIARY TREATMENT

Tertiary treatment, as well as secondary and primary, is available to an
estimated 44.9% of industry clients in 2021.

Tertiary treatment is the most thorough and complex form of treatment. Tertiary treatment is the chemical or physical
removal of contaminants. Tertiary treatment can be done by introducing specific chemicals to kill harmful particles,
the straining of water through microfilters or lagoons and streams or a combination of the two. When water is
discharged into fragile ecosystems, tertiary treatment is the best way to maintain natural equilibrium. The push to
upgrade facilities has bolstered this segment over the past five years as well, although this treatment is more
expensive than secondary treatment. The sustained demand for more environmentally friendly wastewater
treatments has eclipsed tertiary treatments over all other product segments over the five years to 2021.

Demand
Determinants

Regulation and consumption

Demand for the Sewage Treatment Facilities industry in Canada is relatively steady, as consumers view it as an
essential service. However, demand can fluctuate and it is partially determined by regulation requiring wastewater
treatment and consumption trends. For example, many agricultural companies that create farming wastewater must
use industry facilities to treat the water and much of the wastewater created by industrial producers must be filtered
through industry facilities so that contaminated water is not directly discharged. These regulations create the
groundwork for consumption trends to affect industry demand. As agricultural consumption and industrial product
demand rise, production increases as well. Production bumps create more wastewater, bolstering demand for
industry services.

Population

Population has a twofold effect on industry demand. Firstly, the majority of industry clients are residential.
Consequently, when the population grows, the wastewater created by households rises, creating more demand for
industry services. Additionally, when the population grows, more consumption generally takes places. Consumption
increases create greater production demand for agricultural and industrial producers that are legally obligated to use
industry services. The more these producers produce, the greater their demand for industry services becomes.

Commercial use

Industry demand is also tied to demand for water by a variety of sources including commercial, industrial and public-
sector entities. Many establishments use significant quantities of water in their day to day operations, including
restaurants, car washes and public buildings. In addition, manufacturing and other industrial customers use water for
many reasons, for instance as an input, a coolant or a cleaning agent.

Public pressure and the domino effect



Sewage Treatment Facilities in Canada August 2021

19 IBISWorld.com

Public pressure also plays a part in industry demand. Stringent laws stemming from greater public pressure can
cause higher demand. Environmentally conscious citizens demand regulations that create cleaner and more
hygienic streets, homes and workplaces. As environmental concerns become more present in the public
conversation, regulations that enhance the environmental sustainability of waste and wastewater will force the
industry to innovate ways of more environmentally friendly processes for wastewater treatments, to meet this
growing need. More push for these regulations puts a stricter eye on commercial and residential users, which more
often than not places more emphasis on industry services and boosts demand.

Major Markets

  Despite the COVID-19 (coronavirus) pandemic, demand from the Sewage
Treatment Facilities industry's major markets is not expected to decrease
by much.

  Although demand from commercial clients has decreased, this has been balanced out by an increase in demand
from individual households. In addition, since the industry provides necessary services, demand is not expected to
fluctuate too much from uncertain macroeconomic conditions.

HOUSEHOLDS

Accounting for the majority of revenue, in 2021, households account for
66.7% of revenue for the Sewage Treatment Facilities industry in Canada.

Sewage flows from the household into public sewers, where it is then distributed to wastewater facilities. According
to 2013 data from Environment and Climate Change Canada, each person in Canada generally uses close to 250.0
litres of water per day (latest data available). An estimated 35.0% of water usage comes from showering and
bathing, flushing the toilet accounts for 30.0%, washing laundry accounts for 20.0%, performing kitchen-related
tasks accounts for 10.0% and general cleaning accounts for 5.0%. Households have expanded as a share of
revenue in response to consistent population growth over the five years to 2021.

COMMERCIAL CLIENTS

Commercial clients use sewage treatment facilities to handle large
volumes of sewage from a commercial building or shop.

Additionally, agricultural customers use industry services to treat farm wastewater. Manufacturers produce
wastewater as a result of their processes, but they make up a small portion of revenue for the Sewage Treatment
Facilities industry in Canada because much of its wastewater is treated in-house. Overall, commercial clients, which
include the aforementioned sectors, account for an estimated 17.0% of revenue in 2021. This segment's share of
revenue has decreased slightly over the five years to 2021, mainly due to an increase in employees that work from
home as a result of the coronavirus pandemic.

GOVERNMENT ENTITIES AND OTHER

Government entities use industry services to treat wastewater produced
in government buildings and to treat storm runoff from public drains.
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Due to the breadth of government buildings and storm drains in Canada, this segment accounts for a significant
portion of the industry, at 16.3% of total revenue in 2021. This segment has remained steady as a proportion of
revenue over the past five years, and often stays relatively static, as government client totals do not fluctuate greatly
year-to-year.

Exports in this industry are    Low and Steady

Imports in this industry are    Low and Steady

Services in the Sewage Treatment Facilities industry in Canada are not traded internationally and only serve the
domestic market. There are companies, that serve nearby markets in bordering cities in the United States. However,
this does not constitute trade as recorded by any international organizations.

Business
Locations

  Statistics Canada does not have comprehensive business locations data for the Sewage Treatment Facilities industry in Canada,
as its information regarding business locations tracks only private facilities, which are a minority of the total. However, it does have
data regarding expenditure on wastewater treatment by province, which can be used as a proxy for business locations in this
industry.

Overall, the distribution of demand for industry services tracks the population levels across the country fairly closely. The largest
share of industry demand is generated by Ontario, which is estimated to account for 44.7% of the total in 2021. This is consistent
with Ontario's share of the population, which is 38.8%, as well as Ontario's status as a major commercial hub, as industrial users
account for a significant share of industry revenue. Following Ontario as a source of demand is Quebec, at 16.1%, followed by
British Columbia with 16.7% and Alberta at 12.5%. These figures are consistent with these provinces' share of domestic
population, although Quebec's share of demand is slightly lower, as it accounts for 22.5% of the total domestic population. Other
major sources of demand include Saskatchewan, which is a major agriculture centre, and accounts for 5.0% of the domestic total
in 2021.



Sewage Treatment Facilities in Canada August 2021

21 IBISWorld.com



Sewage Treatment Facilities in Canada August 2021

22 IBISWorld.com

Competitive Landscape
Market Share
Concentration

Concentration in this industry is    Low

The Sewage Treatment Facilities industry in Canada has a low level of market share concentration. The three
largest industry operators account for an estimated 20.0% of industry revenue in 2021. Most sewage treatment
facilities are locally operated by governments and municipalities and generally do not extend outside of the areas
they serve. This makes it cost-prohibitive to scale outside of the company's primary geographical zone and helps to
keep market share concentration static. Further, funding from the government for these companies often stipulates
that operators serve a small municipality for which the funding is dedicated. This creates incentive for companies to
solely serve one area and because only one company generally serves each area, there are few areas ripe for
company expansion. Additionally, since many companies receive contracts that can span from two to more than 20
years, market share conditions typically remain stable. As a result, market share concentration has not changed
much over the five years to 2021, and will most likely remain low over the five years to 2026.

Key Success
Factors

IBISWorld identifies 250 Key Success Factors for a business. The most important for this industry are:

Ensuring pricing policy is appropriate:
Companies in the industry must have a pricing policy that reflects the cost of providing sewage services, including
capital works.

Access to multiskilled and flexible workforce:
Industry players that adopt efficient work practices can enable capital equipment to be used to its fullest extent.

Access to the latest available and most efficient technology and techniques:
The adoption of new wastewater treatment technologies can have a substantial effect on company performance.

Location which facilitates effluent disposal:
Generally, treated waste water is released into the environment, while solids may be used as fertilizer or disposed of
in landfill.

Ability to provide testing or thermometers for on-site employees:
Sewage Treatment Facilities require lots of maintenance. Keeping employees safe and healthy will provide
operators an advantage.
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Cost Structure
Benchmarks

  Profit

Industry profit, measured as earnings before interest and taxes,
accounts for an estimated 17.1% of revenue in 2021. According to
Statistics Canada, household spending on industry services has risen
over the five years to 2021. This has denoted a rise in service prices
charged by operators boosting per-customer revenue. These factors,
combined with rising population totals and domestic industrial output,
which bolster wastewater volumes and demand for industry services,
have contributed to profit being high over the past five years.

 

  Wages

Wages have increased slightly as a proportion of industry revenue over
the past five years, increasing from 25.4% of revenue in 2016 to 28.1%
in 2021. With steady demand for industry services over the past five
years, companies hired more workers, thereby increasing total wage
costs. This has partly been related to aging infrastructure, which has
required increased maintenance services. Regulations bolstering the
industry's need for advanced monitoring and testing systems have led
to increased technological investment. The new monitoring and testing
tasks have a reason for operators to higher skilled labourers to properly
operate the new technological investments. The overall need for more
labourers to service this expanded underlying infrastructure has
boosted aggregate wage totals.
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  Purchases

Purchase costs include materials, including chemicals required to treat
waste, fuel and purchased electricity to run machinery. These costs
have remained relatively stable over the past five years and account for
an estimated 33.0% of industry revenue in 2021. Purchased electricity
is a major cost for industry operators, as machinery is required to be
running 24 hours per day, every day. Electricity used to power
machinery is considered a purchase cost, while electricity used to light
office buildings or power office computers are considered utilities costs.
Purchase costs have fluctuated over the past five years but have
slightly risen overall. This is possibly because the majority of the
purchases required have not changed much within the industry.

 

  Marketing

Marketing costs represent a negligible portion of the average operator's
cost structure composition. In 2021, marketing expenses are projected
to account for only 0.4% of revenue, down marginally from 0.6% in
2016.

 

  Depreciation

In 2021, depreciation costs account for 12.4% of industry revenue.
Since 2012, depreciation has jumped due to the increased capital
spending to replace aging wastewater infrastructure and comply with
the 2012 Wastewater Systems Effluent Regulations. With facility
upgrades and expansion to improve operations needed in the near
future, depreciation costs are expected to continue to increase.
Additionally, the 2016 Canadian budget put into place a $5.0 billion
stipend to be allocated toward infrastructural investment in water,
wastewater and green projects over the next five years, continuing a
trend of increased investment in pipelines and other infrastructure that
has typified the current five-year period.

 

  Rent

In 2021, rent costs are expected to account for 1.3% of industry
revenue, down marginally from 1.5% in 2016.
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  Utilities

In 2021, utilities are expected to account for 1.4% of industry revenue,
down from 2.0% in 2016.

 

  Other Costs

Other expenses include professional service fees (mainly legal and
accounting), office and equipment rental, insurance, regulatory costs
and general taxes (such as property, franchise and payroll). Combined,
these other costs comprise the remaining 6.3% of revenue in 2021.

 

Basis of
Competition

Competition in this industry is    Low and the trend is Steady

  Overall, the Sewage Treatment Facilities industry in Canada has a
relatively low level of competition.

Typically, one company within a specific region provides that region's services. Due to the complexity of the
industry's physical infrastructure requirements and the specificity of government funding, sewage treatment facilities
essentially operate as regional monopolies. As a result, companies typically do not operate based on price
competition and service quality.

Operators are subject to economic regulations. Regulatory commissions generally dictate rates and charges,
determine franchise areas and conditions of service, approve acquisitions and authorize issuance of securities for
companies in the industry. The treatment process is costly and often requires a great deal of energy. As a result,
companies that can offer water supply and irrigation systems and achieve reduced operating costs have a
competitive advantage when negotiating for local contracts. However, once a contract is booked by a company,
there is little competition in the municipality in which the operator works because one company can service the
entirety of their municipality, and these contracts can often last decades. With the physical constraints of a single
infrastructure per municipality and exclusive contracts, there is very limited competition for this industry.
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Barriers to
Entry

Barriers to Entry in this industry are    High and the trend is Steady

  The Sewage Treatment Facilities industry in Canada has
a high level of barriers to entry. The major barriers include
the need to comply with government regulation, large
capital requirements, the high cost of research and
development, access to contractual work and skilled
labour. Capital costs are one of the largest barriers to
entry for potential new companies. The industry is highly
capital intensive and companies must acquire, maintain
and update facilities that include highly specialized
technical equipment. This can be expensive and
companies that are not able to pay for or finance the
associated costs will be unable to enter the industry.

In addition, contracts are a prominent part of the industry,
industry operators must compete for these contracts to
maintain business. Contracts between service providers
and customers can often last for as much as 30 years in
length, and the vast majority of municipalities already
have an operator to service it. As a result, there are very
few opportunities for companies to either enter the
industry or expand into new areas, which keeps barriers
to entry high.

Barriers to Entry Checklist

Competition Low  

Concentration Low  

Life Cycle Stage Mature  

Technology Change Medium  

Regulation & Policy Heavy  

Industry Assistance High  

Industry
Globalization

Globalization in this industry is    Low and the trend is Increasing

  The Sewage Treatment Facilities industry in Canada has a low level of globalization. Companies in the industry
primarily operate not only domestically, but locally. However, the level of globalization has been on the rise, as
companies have extended operations over the border to the United States and foreign companies have acquired
Canadian water and wastewater utilities. Foreign companies are also increasingly entering into public-private
partnerships with municipalities for the operation of their sewage treatment systems. For example, although major
player Veolia Water is based in Paris, it operates globally and is the largest company in the industry. The
fragmented nature of the industry and its localized nature of the industry will likely keep the level of globalization low,
moving forward.
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Major Companies

Major Players Veolia Water

Market Share: 9.6%

  Paris-based Veolia Environment SA (Veolia) traces its roots back to 1853 when its predecessor, Compagnie
Generale des Eaux, was founded. The company maintains operations in 55 countries across Europe, the Asia-
Pacific, North America, South America, Africa and the Middle East. It generates the majority of its revenue in
Europe, which accounts for 57.0% of its revenue. The company provides drinking water to more than 95.0 million
people and wastewater services to more than 62.0 million people. Veolia also employs over 178,000 people
worldwide, with an estimated 7,869 in North America alone.

Veolia's operations are split into three divisions, which include water, waste management and energy services.
Veolia operates in the Sewage Treatment Facilities industry in Canada through wastewater treatment facilities,
revenue from which is reported in its water division. The water division typically accounts for close to half of industry
revenue. Globally, Veolia manages over 3,300 water production plants and over 2,700 wastewater treatment plants
on five continents. Veolia works with clients, which are primarily industrial and municipal customers, to design, build
and manage wastewater. One particularly prominent contract was signed prior to the reporting period, in 2011, when
Veolia Canada signed a 30-year consulting contract with the city of Winnipeg, MB, to design, build and operate the
city's wastewater and sludge treatment plant. The budget for this plan is about $750.0 million, and Veolia has been
building and upgrading the city's water treatment plants over the past five years. Another major contract happened
on February 23, 2018, when Veolia Environmental Services North America LLC, a subsidiary of Veolia North
America, announced that it will be acquired by Clean Harbors Inc. for $155.7 million. Although this only effected
operators in the United States, the decrease in business locations in the United States enabled Canadian operators
to hold a greater market share of this industry.

Financial performance

Through notable acquisitions, the company's industry-relevant revenue is expected to grow an annualized 14.4% to
$548.1 million over the five years to 2021, with its operating income, measured as earnings before interest and
taxes, growing an annualized 33.1% during the same period. This growth can be attributed to imperative services
provided by the industry, causing demand to stay consistent and grow alongside the growth in population. Although
the company's efforts in the United States have been declining, the company's Canadian division was able to thrive
and gain a larger market share.

 
Veolia Water (industry-relevant operations) - financial performance*

Year
Revenue

($ thousand)
Growth

(% change)
Operating Profit

($ thousand)
Growth

(% change)
2016 279,720.8 N/C 8.2 N/C
2017 289,349.5 3.4 8.9 8.5
2018 643,435.6 122.4 41.5 366.3
2019 649,731.2 1.0 43.3 4.3
2020 538,158.2 -17.2 29.9 -30.9
2021 548,074.9 1.8 34.1 14.0

Source: Annual Report and IBISWorld
Note: *Estimates

EPCOR Utilities Inc.

Market Share: 7.9%

  Previously known as Aqualta and Eltec, EPCOR Utilities Inc. (EPCOR) is a utility company that builds, owns and
operates electrical transmission and distribution networks, water and wastewater treatment facilities and
infrastructure. It also provides electricity and water services and products. Headquartered in Edmonton, AB, the
company provides these services to residential and commercial customers in the United States and Canada,
servicing over 1.0 million people in over 80 western Canadian communities and employing over 3,500 people in
Canada and the US. The city of Edmonton owns the common shares of the company.

The company's operations are divided into five segments, which include water services, distribution and
transmission, energy services, US operations and other. EPCOR operates in the Sewage Treatment Facilities
industry in Canada through its water services segment. This segment handles the treatment and distribution of water
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and wastewater in the United States and Canada. Company revenue has expanded over the five years to 2021 in
response to several new contracts. For example, in July 2014, EPCOR entered an agreement with the city of
Regina, SK, both to operate an existing facility and also to build a new wastewater treatment plant, which it
completed in December 2016, and is under contract to operate until 2044. In 2020 (latest-data available), EPCOR
generated $2.0 billion in total revenue.

Financial performance

The company's industry-relevant revenue has grown an annualized 14.7% to $450.8 million over the five years to
2021. Despite the COVID-19 (coronavirus) pandemic, the company was still able to grow since it always remained
operational due to the necessary services offered by industry operators. In addition, EPCOR's operating income,
measured as earnings before interest and taxes, also rose at an annualized rate of 29.5% over the past five years.
This rise in operating income may be attributed to the continued operations of facilities during the peak of the
pandemic, enabling the company to provide services while minimizing its expenses to prepare for uncertain
economic conditions.

 
EPCOR Utilities Inc. (industry-relevant operations) - financial performance*

Year
Revenue

($ thousand)
Growth

(% change)
Operating Profit

($ thousand)
Growth

(% change)
2016 227,378.2 N/C 7.9 N/C
2017 237,000.0 4.2 8.8 11.4
2018 396,000.0 67.1 24.0 172.7
2019 410,000.0 3.5 25.7 7.1
2020 432,000.0 5.4 29.5 14.8
2021 450,774.4 4.3 28.8 -2.4

Source: Annual Report and IBISWorld
Note: *Estimates

Other Companies The Sewage Treatment Facilities industry in Canada is highly fragmented, and governments and municipalities
operate most local sewage treatment facilities. These entities generally do not extend outside the areas they serve,
and as a result, most companies in the industry have a small market share. Additionally, partnerships among
municipal governments and private companies have been on the rise. In these agreements, municipal governments
retain facility ownership, but the private companies are contracted to design, build, finance, operate and maintain the
facilities.

Ontario Clean Water Agency

  Market Share: 2.6%
  The Ontario Clean Water Agency (OCWA) is a Crown agency that operates, maintains and manages wastewater

treatment for more than 900 water and wastewater treatment facilities in Ontario. The agency has operations in
many different areas, including operations, maintenance, management, engineering, regulatory advisory,
emergency response and training, among others. The OCWA operates more municipal water and wastewater
facilities in Ontario than any other operating authority. Additionally, the agency operates treatment facilities ranging
from small wells and pumping stations to larger urban water and wastewater systems. The OCWA is working to
improve wastewater and water treatment processes, including aeration systems and energy savings. In 2021, the
company's industry-relevant revenue is expected to amount to $167.3 million.
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Operating Conditions

Capital
Intensity

The level of capital intensity is    High

  The Sewage Treatment Facilities industry in Canada has a
high level of capital intensity. In 2021, for every $1.00 spent
on wages, an estimated $0.44 will be spent on capital
expenditures. Companies in the industry must have
treatment plants, towers, reservoirs, pipes and other
infrastructure to treat sewage. As a result, this industry is
extremely capital-intensive and companies must have the
cash necessary to construct and maintain these facilities.

Capital funding has risen over the five years to 2021, as
funding for industry plants has increased. The Wastewater
Systems Effluent Regulations, passed in 2012 and enacted
in 2015, increased the environmental sustainability
standards to which operators are held. According to the
Federation of Canadian Municipalities, the costs of
upgrading existing facilities to meet the new regulations will
be $18.0 billion, with $3.5 billion of that to be incurred by
2020.

Wages are also a crucial industry expense, as workers are
required to operate machinery, test water and sewage
samples and add chemicals. With increased expenditure
on industry facilities, wages have grown over the five years
to 2021. Due to wages growing quicker than revenue and a
slight decline in depreciation, capital intensity has
decreased over the five years to 2021. However, capital
intensity is expected to increase over the five years to
2026, as budgetary allocation toward industry infrastructure
rises.
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Technology &
Systems

Potential Disruptive Innovation: Factors Driving Threat of Change

Level Factor Disruptive
Effect

Description

Low Rate of
Innovation

Unlikely A ranked measure for the number of patents
assigned to an industry. A faster rate of new
patent additions to the industry increases the
likelihood of a disruptive innovation occurring.

Medium Innovation
Concentration

Potential A measure for the mix of patent classes
assigned to the industry. A greater
concentration of patents in one area increases
the likelihood of technological disruption of
incumbent operators.

Low Ease of Entry Unlikely A qualitative measure of barriers to entry.
Fewer barriers to entry increases the
likelihood that new entrants can disrupt
incumbents by putting new technologies to
use.

Medium Rate of Entry Potential Annualized growth in the number of
enterprises in the industry, ranked against all
other industries. A greater intensity of
companies entering an industry increases the
pool of potential disruptors.

Very High Market
Concentration

Very Likely A ranked measure of the largest core market
for the industry. Concentrated core markets
present a low-end market or new market entry
point for disruptive technologies to capture
market share.

  Low levels of innovation limit the threat to incumbent operators from new technologies disrupting their operations. However,
a low rate of growth in technology can also create exposure for incumbents as the trajectory of innovation in other markets
could lead to unforeseen competitive disadvantages.

The industry structure is not accommodative to new entrants succeeding, which limits the incentive for new companies.
This is accompanied by an average level of new entrant operators. The combination provides a limited threat from
disruptors.

The major markets for this industry are highly concentrated, which implies that the market has a focus on key customer
segments. This presents an opportunity for strategic entrance into lower-end markets or unserved markets for innovations
to take on a disruptive trajectory.

Overall, the Sewage Treatment Facilities industry in Canada does not
experience technological disruption on the part of competing industries, as
the industry experiences a relatively low level of competition to begin with.

Usually, only one company within a specific region of Canada provides the services for that region. Moreover, the industry's
physical infrastructure is not only complex, but also due to the specificity of government funding for the industry, most
sewage treatment facilities ultimately operate as regional monopolies. This effectively enables these companies to avoid
price- and service-based competition, and without significant levels of external competition, there are no technological
advancements in adjacent industries that would pose as a threat to this industry's various operators.

The level of technology change is    Medium

  The Sewage Treatment Facilities industry in Canada provides treatment
primarily for water and wastewater.

As part of water treatment, plants use chemical, physical and biological processes to make water from the environment,
suitable for human consumption. With wastewater, plants remove contaminants from collected wastewater through
chemical, physical and biological processes so water is suitable for reuse or discharge to the environment.
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In general, treatment consists of two main steps. In the first step, sand, grit and solids are removed from the untreated
sewage. In the second step, air or bacteria are used to break down these solids or sludge. Then, the wastewater is
separated from the solids and cleansed before being released into rivers, lakes or streams. At some plants, treatment
involves a third step to remove ammonia and phosphates.

Overall, the industry has a moderate level of technological change. The goal of most new technologies is to achieve higher
treatment levels, improved reliability and increased flexibility. Many technological advancements also offer the possibility of
introducing competition through structural breakup of some parts of the treatment process. For example, it may become
economically viable to provide services to particular customers or groups within the network.

Since the beginning of the period, governmental concerns about wastewater have prompted industry operators to
accelerate technological change. The Wastewater Systems Effluent Regulations of 2012 put forth a host of changes that
needed to be made to municipal waste treatment systems, many of which prompted increase technological investment into
monitoring systems.

Revenue
Volatility

The level of volatility is    Medium

  The Sewage Treatment Facilities industry in Canada has a low to moderate
level of revenue volatility.

Since the industry's customers include households, businesses and industrial clients, growth is broadly linked to
consumption patterns and population growth, revenue volatility is moderate as the industry experiences broadly consistent
demand from all of its customers, for its services on a yearly basis. Additionally, revenue is moderately stable because the
vast majority of wastewater systems are owned and operated by municipalities and the funding is dependent upon water
rates, property taxes, development cost charges and government contributions. Over the five years to 2021, revenue has
grown almost each year, due to consistent growth in the domestic population and expenditure on industry facilities.

Regulation &
Policy

The level of regulation is    Heavy and the trend is Increasing

Wastewater management involves all levels of the Canadian government in the
Sewage Treatment Facilities industry in Canada.

Industry operators must comply with applicable federal legislation including the Canadian Environmental Protection Act of
1999 (CEPA) and the Fisheries Act, as well as related provincial, territorial or water board legislation, permits or licences.
CEPA aims to prevent pollution and reduce toxic substances in the environment and provides tools to manage waste and
other related items to protect the environment and human health. The Fisheries Act is administered by Environment and
Climate Change Canada and regulates the addition of substances to water.

New Wastewater Systems Effluent Regulations (WSER) were officially introduced in July 2012 under the Fisheries Act. The
regulation and the regulatory process was guided by the Canadian Council of Ministers of the Environment's (CCME)
Strategy for the Management of Municipal Wastewater Effluent, a report published in 2009. The primary goal of the WSER
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is to bring wastewater treatment throughout Canada to a secondary level (i.e. to a biological treatment level beyond a
primary, mechanical treatment level) by 2040. Effluent quality standards came into force on January 1, 2015, lowering the
contamination rates legally acceptable in wastewater deposited. New standards are set to be implemented in the latter part
of 2020, 2030 and 2040.

Regulations can also be specific to each area of Canada. For example, the Services Improvement Act has changed the
way septic systems and hauled sewage are regulated. Due to this regulation, most septic systems are regulated under the
Building Code Act. Additionally, large and off-lot systems are regulated under the Ontario Water Resources Act. The
definition of hauled sewage under the Environmental Protection Act has also changed and septic waste haulers require a
certificate of approval from the Ministry of the Environment.

Industry
Assistance

The level of industry assistance is    High and the trend is Steady

The Sewage Treatment Facilities industry in Canada receives a high level of
assistance.

According to Environment and Climate Change Canada, most wastewater systems are owned and operated by
municipalities, which are funded through a variety of sources, including water rates, property taxes, development cost
charges and government contributions. In 2016, federal budget stipulations were put into place that allocated $5.0 billion
toward water, wastewater and green infrastructure projects over the next five years. As part of this funding, the Clean Water
and Wastewater Fund was established in 2016, allocated $2.0 billion for optimizing water infrastructure through bilateral
agreements between the federal government and municipal treatment facilities, which benefits industry operators. In fact,
over 1,000 projects to expand or rehabilitate water/wastewater systems using this funding source have already been
approved.

Despite the public sector's dominance in the industry, partnerships among municipal governments and private companies
have increased over the past five years. Primarily due to government funding shortfalls, municipalities have searched for
private buyers to operate wastewater facilities. With most of these agreements, municipal governments retain facility
ownership, but the private companies are contracted to design, build, finance, operate and maintain the facilities.
Partnerships are becoming increasingly common, especially due to the significant investment expense necessary for
building facilities. Additionally, municipal governments gain access to federal funding through the public-private
partnerships (P3) Canada Fund, which was created as part of the PPP Canada Inc. federal crown corporation in 2008. The
PPP Canada was dissolved in March 2018, although this was because it was judged to have fulfilled its mandate to develop
a strong market in Canada, and there remain provincial organizations fulfilling similar roles such as Infrastructure Ontario
and Partnerships BC. Further, the Canadian Infrastructure Bank was founded as part of the 2016 Investing in Canada plan,
with the goal of investing $35.0 billion in federal funds into infrastructure projects and using such funds to leverage private
sector capital and expertise. Most recently, in April 2021, the Canadian Government launched the Community Buildings
Retrofit (CBR) initiative. The CBR initiative is expected to add an additional $167.0 million federal investment in the
Federation of Canadian Municipalities' Green Municipal Fund. The new initiative will provide grants and loans to fund a
portion of each project to lower emissions and improve the energy performances of community buildings, arenas, pools and
recreation/cultural centres. This program is expected to disperse all the funds over the next six years, including the original
$950.0 million investment in the Green Municipal Fund to scale up energy efficiency and lower emissions across Canada.

The industry also receives assistance from trade groups and industry associations. For example, the Water Environment
Association of Ontario is a group made up of more than 1,300 members working to provide education, advance the industry
and provide a forum for members. Additionally, the American Water Works Association provides advocacy support for safe
and sustainable water.

Additionally, the federal government has adopted several policies to help businesses nationwide in the wake of the
COVID-19 (coronavirus) pandemic, including providing interest free and partially forgiven loans of up to $60.0 thousand that
have experienced diminished revenue due to coronavirus. Through the Canada Emergency Business Account (CEBA),
$20.0 thousand will be forgiven if the balance of the loan is repaid by December 31, 2022. However, business owner can
only apply for this support up until June 30, 2021. In addition, the Large Employer Emergency Financing Facility (LEEFF), is
another support system to provide bridge financing to Canada's largest employers whos' needs during the pandemic are
not being met through conventional financing.
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Key Statistics
Industry Data

Year
Revenue

($m)
IVA

($m)
Establishments

(Units)
Enterprises

(Units)
Employment

(Units)
Exports

($m)
Imports

($m)
Wages

($m)

Domestic
Demand

($m)

Population
(Thousand

people)
2012 5,880 3,051 1,145 1,032 23,078 N/A N/A 1,638 N/A 34,714
2013 6,036 3,088 1,129 1,030 22,649 N/A N/A 1,581 N/A 35,083
2014 6,064 3,209 1,146 1,039 23,038 N/A N/A 1,586 N/A 35,437
2015 6,351 3,595 1,186 1,075 23,881 N/A N/A 1,812 N/A 35,703
2016 6,537 3,836 1,217 1,102 24,570 N/A N/A 1,657 N/A 36,110
2017 6,407 3,687 1,203 1,087 24,316 N/A N/A 1,825 N/A 36,543
2018 6,525 3,885 1,215 1,098 24,288 N/A N/A 1,806 N/A 37,058
2019 6,553 3,727 1,220 1,103 24,499 N/A N/A 1,831 N/A 37,589
2020 6,326 3,622 1,210 1,096 23,993 N/A N/A 1,788 N/A 37,874
2021 6,537 3,767 1,233 1,116 24,605 N/A N/A 1,836 N/A 38,285
2022 6,688 3,880 1,253 1,133 25,072 N/A N/A 1,873 N/A 38,694
2023 6,782 3,942 1,266 1,144 25,371 N/A N/A 1,896 N/A 39,103
2024 6,874 3,995 1,277 1,154 25,645 N/A N/A 1,917 N/A 39,509
2025 6,963 4,031 1,290 1,166 25,938 N/A N/A 1,940 N/A 39,914
2026 7,024 4,057 1,301 1,176 26,169 N/A N/A 1,957 N/A 40,315

Annual Change

Year
Revenue

(%)
IVA
(%)

Establishments
(%)

Enterprises
(%)

Employment
(%)

Exports
(%)

Imports
(%)

Wages
(%)

Domestic
Demand

(%)Population (%)
2012 0.56 1.72 -2.81 -1.25 -3.86 N/A N/A 0.39 N/A 1.09
2013 2.66 1.20 -1.40 -0.20 -1.86 N/A N/A -3.53 N/A 1.06
2014 0.45 3.92 1.50 0.87 1.71 N/A N/A 0.36 N/A 1.01
2015 4.74 12.0 3.49 3.46 3.65 N/A N/A 14.2 N/A 0.74
2016 2.91 6.72 2.61 2.51 2.88 N/A N/A -8.54 N/A 1.13
2017 -1.99 -3.89 -1.16 -1.37 -1.04 N/A N/A 10.1 N/A 1.20
2018 1.84 5.37 0.99 1.01 -0.12 N/A N/A -1.00 N/A 1.40
2019 0.43 -4.09 0.41 0.45 0.86 N/A N/A 1.35 N/A 1.43
2020 -3.46 -2.81 -0.82 -0.64 -2.07 N/A N/A -2.35 N/A 0.75
2021 3.32 4.01 1.90 1.82 2.55 N/A N/A 2.70 N/A 1.08
2022 2.31 2.98 1.62 1.52 1.89 N/A N/A 1.97 N/A 1.07
2023 1.40 1.60 1.03 0.97 1.19 N/A N/A 1.23 N/A 1.05
2024 1.35 1.33 0.86 0.87 1.07 N/A N/A 1.13 N/A 1.03
2025 1.30 0.91 1.01 1.03 1.14 N/A N/A 1.17 N/A 1.02
2026 0.87 0.63 0.85 0.85 0.89 N/A N/A 0.88 N/A 1.00

Key Ratios

Year
IVA/Revenue

(%)

Imports/
Demand

(%)

Exports/
Revenue

(%)

Revenue per
Employee

($'000)

Wages/
Revenue

(%)

Employees per
estab.
(Units) Average Wage  ($)

2012 51.9 N/A N/A 255 27.9 20.2 70,985
2013 51.2 N/A N/A 267 26.2 20.1 69,782
2014 52.9 N/A N/A 263 26.2 20.1 68,856
2015 56.6 N/A N/A 266 28.5 20.1 75,876
2016 58.7 N/A N/A 266 25.4 20.2 67,452
2017 57.6 N/A N/A 263 28.5 20.2 75,033
2018 59.5 N/A N/A 269 27.7 20.0 74,374
2019 56.9 N/A N/A 267 27.9 20.1 74,730
2020 57.3 N/A N/A 264 28.3 19.8 74,518
2021 57.6 N/A N/A 266 28.1 20.0 74,631
2022 58.0 N/A N/A 267 28.0 20.0 74,689
2023 58.1 N/A N/A 267 28.0 20.0 74,723
2024 58.1 N/A N/A 268 27.9 20.1 74,763
2025 57.9 N/A N/A 268 27.9 20.1 74,786
2026 57.8 N/A N/A 268 27.9 20.1 74,783

Figures are inflation adjusted to 2021
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Additional Resources
Additional
Resources

Environment and Climate Change Canada
http://www.ec.gc.ca

Statistics Canada
http://www.statcan.gc.ca

Canadian Water and Wastewater Association
http://www.cwwa.ca

Industry Jargon PUBLIC UTILITY COMMISSIONS (PUC)
A state or local-level government entity that sets the rates industry players can charge for sewage services.

SLUDGE
A solid or semisolid residue resulting from treated sewage.

WASTEWATER
Also known as sewage, water that has already been used and discharged.

Glossary BARRIERS TO ENTRY
High barriers to entry mean that new companies struggle to enter an industry, while low barriers mean it is easy for
new companies to enter an industry.

CAPITAL INTENSITY
Compares the amount of money spent on capital (plant, machinery and equipment) with that spent on labour.
IBISWorld uses the ratio of depreciation to wages as a proxy for capital intensity. High capital intensity is more than
$0.333 of capital to $1 of labour; medium is $0.125 to $0.333 of capital to $1 of labour; low is less than $0.125 of
capital for every $1 of labour.

CONSTANT PRICES
The dollar figures in the Key Statistics table, including forecasts, are adjusted for inflation using the current year (i.e.
year published) as the base year. This removes the impact of changes in the purchasing power of the dollar, leaving
only the "real" growth or decline in industry metrics. The inflation adjustments in IBISWorld’s reports are made using
Statistics Canada's implicit GDP price deflator.

DOMESTIC DEMAND
Spending on industry goods and services within Canada, regardless of their country of origin. It is derived by adding
imports to industry revenue, and then subtracting exports.

EMPLOYMENT
The number of permanent, part-time, temporary and casual employees, working proprietors, partners, managers
and executives within the industry.

ENTERPRISE
A division that is separately managed and keeps management accounts. Each enterprise consists of one or more
establishments that are under common ownership or control.

ESTABLISHMENT
The smallest type of accounting unit within an enterprise, an establishment is a single physical location where
business is conducted or where services or industrial operations are performed. Multiple establishments under
common control make up an enterprise.

EXPORTS
Total value of industry goods and services sold by Canadian companies to customers abroad.

IMPORTS
Total value of industry goods and services brought in from foreign countries to be sold in Canada.

INDUSTRY CONCENTRATION
An indicator of the dominance of the top four players in an industry. Concentration is considered high if the top
players account for more than 70% of industry revenue. Medium is 40% to 70% of industry revenue. Low is less
than 40%.

INDUSTRY REVENUE
The total sales of industry goods and services (exclusive of excise and sales tax); subsidies on production; all other
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operating income from outside the firm (such as commission income, repair and service income, and rent, leasing
and hiring income); and capital work done by rental or lease. Receipts from interest royalties, dividends and the sale
of fixed tangible assets are excluded.

INDUSTRY VALUE ADDED
The market value of goods and services produced by the industry minus the cost of goods and services used in
production. IVA is also described as the industry's contribution to GDP, or profit plus wages and depreciation.

INTERNATIONAL TRADE
The level of international trade is determined by ratios of exports to revenue and imports to domestic demand. For
exports/revenue: low is less than 5%; medium is 5% to 20%; and high is more than 20%. Imports/domestic demand:
low is less than 5%; medium is 5% to 35%; and high is more than 35%.

LIFE CYCLE
All industries go through periods of growth, maturity and decline. IBISWorld determines an industry's life cycle by
considering its growth rate (measured by IVA) compared with GDP; the growth rate of the number of establishments;
the amount of change the industry's products are undergoing; the rate of technological change; and the level of
customer acceptance of industry products and services.

NONEMPLOYING ESTABLISHMENT
Businesses with no paid employment or payroll, also known as nonemployers. These are mostly set up by self-
employed individuals.

PROFIT
IBISWorld uses earnings before interest and tax (EBIT) as an indicator of a company’s profitability. It is calculated as
revenue minus expenses, excluding interest and tax.

REGIONS
Prairies | AB, SK, MB
Atlantic | NB, NS, PE, NL
Territories | YT, NT, NU

VOLATILITY
The level of volatility is determined by averaging the absolute change in revenue in each of the past five years.
Volatility levels: very high is more than ±20%; high volatility is ±10% to ±20%; moderate volatility is ±3% to ±10%;
and low volatility is less than ±3%.

WAGES
The gross total wages and salaries of all employees in the industry.
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