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Memorandum MEETING: January 3
ACTION ITEM 53

TO: Chair and Members, Budget Committee

FROM: Brenda R. Breault, CMA, MBA

Commissioner of Corporate Services & Treasurer

DATE: January 26, 2011

SUBJECT: Budget Committee Action Items — January 24, 2011

In response to Mayor McCallion’s request for 2010 statistics for telephone calls as compared to
other municipalities” call centres, the following table shows results from a quick poll of
municipalities across Canada. It is important to note that there are many differences in how
service is provided and the types of calls handled in each municipality.

REGION/CITY CALL VOLUMES COMMENTS
Peel Region 851,838 Upper Tier

Population: 1.2 million
Calgary 1,191,483 Single Tier

Population: 1.1 million
Kitchener 178.617 Lower Tier

Population: 220,000
Newmarket 94,616 Lower Tier

Population: 82,000
Vaughan 187,296 Lower Tier

Population: 280,000
Kingston 188,479 Single Tier

Population: 120,000
Mississauga 281,036 Lower Tier

Population: 734,000

We will continue to work with the Municipal Service Delivery Officials (MSDO) to advance the
development of meaningful benchmark comparables. The MSDO currently has 33
municipalities representing 8 Provinces as members and also has The Institute for Citizen
Centred Services (ICCS) as an associate member. The ICCS has done excellent customer
service research across Canada including the Citizens First research.

Through the Business Planning process we have introduced metrics to demonstrate value and to
monitor our performance and will continue to pursue relevant and comparable benchmarks. -

Brenda R. Breault
Commissioner of Corporate Services & Treasurer
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ACTION ITEM 57

TO: Chair and Members of Budget Committee

FROM: Brenda R. Breault, Commissioner of Corporate Services & Treasurer

DATE: January 26, 2011

SUBJECT: Response to Budget Committee on Payments in Lieu of Taxes

At the Budget Committee meeting of January 24, 2011, Mayor McCallion requested information
about the Payments in Lieu of Taxes for hospitals, and federal / provincial facilities.

Payments in Lieu of Taxes (PILTSs) are required by federal and provincial statute to be made on
federally and provincially owned properties as these levels of government are exempt from
property taxation. The PILTSs are intended to compensate the municipality for the lack of
property taxation revenue from these properties. Most PILTs paid by the Province are calculated
using the property taxation rules established by the Province and assessment as determined by
MPAC. However, the Minister has discretion and may choose not to pay a PILT. Some PILTs
such as railway rights-of-way and those for hospitals and universities are based upon a formula
established by the Province. Some PILTs may be shared with the school boards or with the
Region but the sharing rules vary depending upon the property. The two PILTs the City receives
on federal property, for the airport and Canada Post lands, are discussed later in this memo.

The following chart shows the major PILTs received by the City of Mississauga.

5 City Share (5.
Atomic Energy Canada 348,183
Canada Post - S e L 1T2443 850,644
Management Board Secretarlat 225,306 82,402
Metrolinx:-- . 478,681 [ - 177,290]]
Mlmstry of Transportatlon 217 409 54,851
LCBO f 9554 2,827
Polish Embassy 2,185 617
-Greater Toronto Airport Authority -~ |~ 26,143,067 | . 718:967,609
Canadian National Railway 238,908 38,120
Canadian Pacific Railway -~ C v 225657 36,006
Hydro One Networks 1,511,032 1,096,301
Orangeville Railway =~ =777 12,5051 9,073
Trillium Health Centre, Credlt Valley 834,900 312,489
Hospital, University of Toronto
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The calculation of PILTs for hospitals and universities is based upon attendance figures (ie.
heads) or number of beds as determined by the Ministry of Municipal Affairs and Housing and
for 2010 was as follows:

Trillium Health Centre (Mississauga Site) 610
University of Toronto, Mississauga 10,156
Credit Valley Hospital 366

The payment is $75 per head/bed and has not changed for many years. Staff have been advised
that the estimated number of students at Sheridan College will be 1,760 by 2013.

The PILT paid by the GTAA is based upon the number of enplaned and deplaned passengers,
three years in arrears as reported by Statistics Canada, multiplied by a rate of $0.94029 per
passenger (ie. 2011 PILT based upon 2008 passenger count). There has been no change in the
per passenger rate since this formula was established in 2001 nor has cargo movement ever been
included in the formula. The increase in the PILT is capped at 5% annually while any decrease
in the PILT due to a decline in the number of passengers is unlimited. The PILT revenue lost as
a result of capping has accumulated to $9.5 million at the end of 2010. Canada Post pays a PILT
based upon current value assessment as established by MPAC similar to any other taxable
property in the City. The GTAA and Canada Post PILTs are shared between the City and
Region with the education portion of these PILTs being retained entirely by the City.

Brenda R. Breault, CMA, MBA
Commissioner of Corporate Services & Treasurer
905-615-3200, Ext. 5395

- ¢: Jeff Jackson, Director, Revenue and Materiel Management
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emorandu ACTION ITEM 58
TO: Chair and Members of Budget Committee
FROM: Brenda R. Breault, Commissioner of Corporate Services & Treasurer
DATE: January 26, 2011
SUBJECT: Response to Budget Committee on Vacancy Rebates

At the Budget Committee meeting of January 24, 2011, Mayor McCallion requested information
about the cost of rebating taxes for vacant commercial/industrial properties.

The City of Mississauga is mandated to have a Vacant Unit Rebate Program under Section 364
of the Municipal Act. Rebates are issued to owners who submit a vacancy rebate application to
substantiate that all or a portion of a commercial or industrial building has been vacant for at
least 90 days.

Revenue lost to the City in 2010 due to vacancy rebates was $1.2 million. The comparable loss
of revenue in 2009 was $750,000.

Approximately 1,100 applications are processed annually for the Vacant Unit Rebate Program.
The program requires 2.5 FTE (City staff) to administer at an estimated cost of $160,000. Staff
are required to review the rent rolls, leases, sketches, prior years” vacancies and tenancies in
order to substantiate that the space is truly vacant. Site inspections and discussions with the
landlords and/or tenant may be held. Often the applications are missing information and
substantial follow up is required. As well, when an appeal is successful, the rebate must be
recalculated.

Bancta .

Brenda R. Breault, CMA, MBA
Commissioner of Corporate Services & Treasurer
905-615-3200, Ext. 5395

c: Jeff Jackson, Director, Revenue and Materiel Management



BUDGET COMMITTEE
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ACTION ITEM &0
TO: Chair and Members of Budget Committee
FROM: Brenda R. Breault, CMA, MBA
Commissioner of Corporate Services and Treasurer
DATE: January 24, 2011

SUBJECT: Allocation of Enersource Corporation Dividends

As requested at Budget Committee on January 24, 2011, the dividends received from Enersource
over the past seven years are outlined below.

Dividends Received by

the City of Mississauga
2004 $14,167,800
2005 8,010,000
2006 8,010000
2007 9,302,400
2008 8,082,000
2009 10,380,000
2010 9,484,000
Total Received $67,436,200
2011 Revised Budget | $ 9,000,000

A total of $67,436,200 in dividend payments by Enersource have been received by the City for
the years 2004 to 2010 inclusive. These dividends are included in the annual operating budget as
a source of revenue. A dividend of $9.0 million is being included in the 2011 budget based on
estimates provided by Enersource staff.

Brenda R. Breault, CMA, MBA
Commissioner of Corporate Services and Treasurer

c: Janice Baker, City Manager
Crystal Greer, Director of Legislative Services and City Clerk
Patti Ellioti-Spencer, Director of Finance
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ACTION ITEM 65 =(I)
TO: Chair and Members of Budget Committee
FROM: Brenda R. Breault, CMA, MBA
Commissioner of Corporate Services and Treasurer
DATE: January 27, 2011
SUBJECT: Summary of Transfer from Operating to Capital

As requested at Budget Commuttee on January 25, 2011, this memorandum provides a summary
of transfers from the operating budget to capital as well as the closing balances of the tax based
capital reserve funds for the period 2002 to 2011.

Transfers from the operating budget to capital are outlined in the chart below. The significant
reduction in the transfer to capital in 2006 was the result of the decision to re-allocate the
principle portion of the Hydro Reserve Fund to the Capital Reserves. As a result, interest
earnings of $25 million on these funds were no longer available as a source of revenue in the
Operating Budget. The interest accrues to the reserve funds until it is transferred to fund a
capital project. The $25 million loss in interest revenue was offset by reducing the transfer to
capital to $15 million from approximately $40 miilion. Also, at that time, it was decided to
further reduce the transfer to capital by $4.7 million to reduce the 2006 tax rate increase by 2.2%.

Transfers from
Operating to Capital

Year

($°000)
2002 40,307
2003 40,831
2004 39,660
2005 39,317
2006 9,600
2007 13,200
2008 16,020
2009 18,720
2010 18,720

Forecast 2011 21,690 *

Total 258,065

* Includes a 1% Infrastructure Levy
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A graph showing the closing balances of the tax based reserve funds is provided below. The
balances in these funds have been steadily declining as the tax funded capital program has
averaged $80.2 million per year while contributions average $25.8 million per year over the 10
year period. For 2011, itis proposed that $21.7 million be allocated to capital (includihg the 1%
infrastructure levy). A total of $105.1 million is being allocated out of the tax based capital
reserve funds to fund the capital program.
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*Includes proceeds from Hydro Mississauga
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Brenda R. Breault, CMA, MBA
Commissioner of Corporate Services and Treasurer
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ACTION ITEM 69

Memorandum
City Manager's Department

TO: Members of Budget Committee

Janice M. Baker, City Manager

FROM: and Chief Administrative Officer
DATE: January 27, 2011
SUBJECT:

Region of Peel — 2011 Budget

Attached is a brief analysis by staff of the Regional Budget. The Region’s budget detail was not
available online at the time this was prepared so staff worked from the Mayor’s copy. If you
wish a more detailed analysis in any area, we have requested a copy of the Region’s budget and
can follow up with Council as required. One issue that has not been touched on in the budget is
the issue of Regional Roads.

The Region of Peel in collaboration with Brampton, Caledon and Mississauga are undertaking a
review of alternative options to assign jurisdiction of the major arterial roads throughout the
Region. Phase T defined the major arterial roads and generated the options for the uploading or
downloading of jurisdictional responsibilities. Phase I1, currently underway is focused on
generating an evaluation methodology and criteria for the assessment and evaluation. A
consultant was hired to undertake this work. Each option being reviewed will have financial,
planning and operational implications. The work being prepared will summarize this
information.

A draft report has been prepared which is currently being reviewed by staff from the Region and
area municipalitics. Once completed, a report will be going forwarded to Regional Council's
Arterial Road Review Ad hoc Steering Committee.

Depending on the final recommendations coming out of Regional Council it would be beneficial
for staff from the Region of Peel and the City of Mississauga to look for opportunities to deliver
services more efficiently for the taxpayers by considering additional contracting between the
City and the Region. This would be similar to the arrangements currently in place where the
City maintains Cawthra, The Queensway and Winston Churchill (south of Dundas) which are
Regional Roads. It will take time for to evaluate and consider potential opportunities but staff
will be working with Regional staff during 2011 to explore these subject to the outcome of
Regional Council decision’s from the Arterial Roads Rationalization Review.

c& M. Baker, CA
ity Manager and Chief Administrative Officer

/attachment



Region of Peel — Regional Council - Jan. 27, 2011
Comments provided by Patti Elliott-Spencer, Finance

2011 Budget Document

Region of Peel 2011 Budget Comments

Tax Supported Budget has a proposed tax increase of 2.5%, total expenditures
$1.36 billien. It includes Region controlled services and external agencies. The
Impact on total tax bill (Region, City, Education) is 1.2%. (Combined with City
Budget total increase in property tax bill would be 3.4%)

e Region controlled services requires a tax levy increase of 0%

o Includes 1% infrastructure levy

o Total expenditures $980.2 million, tax levy $477.4 million

o Includes Upload savings total $26.6 million — this is equal to a 3.3% tax
levy impact

o If the upload savings were not available, the increase in Region
controlled services would have been 2.3%, and total tax levy increase
4.8%

» External Agencies require a 2.5% tax levy increase
o Total expenditures $387.9 million, tax levy $353.1 million
o Peel Police 7.7%
o Conservation Authorities 17.7%
o MPAC 3.5%

e Utility Rate Supported Budget — Rate Increase of 9.1%
o Includes 3% for Infrastructure
o Total expenditures $277.7 million

¢ Impact on a Residential Tax Payer
o Per 100,000 of assessment — approx. $12
o House assessed at 350,000 - $41
o House assessed at 450,000 - $52
o Utility rate impact on residential -$36



Increase in FTE's 139.4, including 32 for Police, details page 24 of binder.

Four Year Forecast of Tax Increases
o Details are provided on page 17 of Executive summary
o Total tax impact -2012 — 3.7%, 2013 — 2.6%, 2014 — 4.4% - includes

1% infrastructure levy in each year

o Utility Rate Increase — 2012 — 5.5%, 2013 — 4.0%, 2014 — 3.8%

Main Drivers of 2011 Tax Levy Increase

Total increase in the property tax levy is $34.2 million
Police accounts for $22.2 million:
o $16.1 million due to salaries and benefit costs, including annualization

of 27 new officers in 2010

o $4 million for 27 new front line staff and $0.4 million for 5 additional

communicators

Conservation Authorities account for $2.1 million (17.7% increase), primarily
for capital projects |
Waste Management accounts for $5.6 million for phasing in of $3 million in
lost revenue and $1.4 million in HST costs
Human Services — 7 new FTE's

o Early Learning and Child care — increase of $4.7 million, $2.3 million

due to elimination of parental co-payment approved in 2010, balance
salaries, benefits and inflationary pressure

Housing is up $4.7 million - $3.8 million for rent geared to income and
rent supplements; annualized cost of $0.5 for RGl/rent supplements
approved in 2010, and inflationary increases for salaries and benefits
Social Assistance, Employment Homelessness up $2.8 million —
inflationary pressure for salaries, benefits, rent costs offset by saving of
$3.0 million due to reduction of 715 in the average monthly caseload

o These costs are more than offset by the upload savings of $26.6 million
Health Services — 55.8 new FTEs
o Long term care base up by $1.6 million — salary and benefits $1.5

million, other inflation $660,000, offset by increased grants of $1.6
million. New initiatives to meet Long Term Care Homes Act, Bill 168
and Health & Workplace Safety

Public Health up $1.8 million primarily for year two of the
implementation of Public Health Four year plan

2



Internal services up $4.3 million. Includes $1.5 million for 22 new staff and
inflation

Non-Program up $8.1 million for the 1% infrastructure levy

Utility Programs — Water up $13 million or 9.8%, Wastewater up $7.4 million
or 7.3%. Proposed rate increase 9.1%. Electricity accounts for 5% of the rate
increase. Also includes 3% for Infrastructure and new initiatives for reducing
climate change.

Up loading Savings:

2011 savings are $26.6 million
o Toronto Tax savings - $10.1 million, remaining budget is $20.3 million
and will be fully phased out by 2013
o ODSP Savings - $15.7 million — now fully phased out and 100%
provincial responsibility
o OW Benefits Savings - $800,000 — upload continues to 2018

Capital Budget:

2011 Capital Budget totals $844.5 million, ten year forecast $4.87 Biilion
Debt for non-DC projects $102 million over ten years (City debt forecast is
$446 million over ten years)

70% of 2011 Capital Budget for water and wastewater

Includes 200 affordable housing units @ $56 million

$374 million for water plant facilities and distribution systems

$133.6 million for wastewater trunk sewers.

47% of 2011 and ten year forecast funded from Development Charges
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Corporate ACTION [TEM 67
Report "
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DATE | Juie 4, 2008
TO: Budget Cominittee

Meeting Dater ‘Tune 11,2008

FROM: Janice M, Baker, CA.
City Manager & and Chief Administrative Officer

SUBJECT: Efficiency Review of City Operations. 6

RECOMMENDATION: That:Council provide diréction om the preferred ep’uon foridentifying
cost savings oppﬂrtumtles through. sfficiency reviews,

BACKGROUND: OnMay 13, 2008, Budget Comrittee expressed an interest in
engagmg an external constlting firm to take an. objective look atour
services, to ensure all oppm*tumtles for efficiency are ep.plore:d best
practlces are iised and innovative ideas to save thoney-or increase
fevennes are fully examined. Spécifically, the Budget Committee.
requested that the City Manager explore the options and prepared
report for Council’s consideration on the terins of reference, expected
time lines-and estimated cost of sueh a review,

PRESENT STATUS:  Past Inifiatives
“The City of Mississatiga: has 4 1o‘ng history of operational TeVIews to-
ensure that the most effictent pr@cesses and practices are used,
opporturiities for new revenues are taken advantage of, and effective
matiagement contiol§ are in place to get the best valtie from bud geted
résourcés [n many service areas staff regularly compare performance,
user fees and wages against ol counterparts in coemparable cities in
hoth Canada and the US fo ensure service value remains competitive
with the best in the field. City services are regularly held up for
serutiny and staff are. ‘¢hallenged to manage expenditures careﬁﬂly
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while Iakmg advaniage of every practical oppoitunity to reduce costs
and increase revenues, AS a result of this work, the Corporation has

‘been ableto effectively contain the costs of responding to the pubhc
demand fornew and expanded sérvices for many years,

Extetnal consulting firms have beeh used by the Corporation {o

* provide an-abjective review of a number of areas of the organization,

identifying cost savings; best practices and the most cost effective
metliods for service delivers y. Examples of externial consulting

‘reviews in the past three yeats ichude: thig review of Departmental:

Administrative Services (Finance, HR & IT);, Community Center

Maintenance Qperations. Review, Service Deliver y Model Review for

Emergency Services, IT Busmess ApplicatioivSimplification,

Infrastructure Asset Management Process. for Roadway Rehabilitation,

Transit Financial Planning Mode] ‘BRT Project Management and Risk
Identification, Elecmcrty Plocurement Muodel, Corporate-Widé
Energy Audil, Counter Services Strategy, Traffic ITS: Strategy, and 4

Tees and Chargés Review for Development Applications,

In addition to reviews conducted by external consultants, many areas
of the Comotatmn have been revigwed with the assmtanca and suppoit
of-our internal Management Consulting group to identi fy the most
efficient stalfing levels, organizational sttucture and work processes,

examples fiom the past three years include reviews in the fol lowing.

areas: Commmications, Cny Clerk’s Office; Central Stores, Print
Shop, Records Management, Call Ceiitre Consolidation, Fire
Prevention; Transit Maintériance, Winter Mamtenance “Traffic
Management Centre, Street Lighiing, Development A_ppmvals,
Caq;oxate Fleet Maintenance, Capital Budgeting Process, IT Business.
Cdse Process, Disability Management Program, Municipal Eléction
processes, and the Mayor’s Office.

Currént Apm‘oach

Rccogmzmg the financial ahallenges facing the ovrgantzation; and the
impertance of demonstrating and/or i nnpmvmg theeffic 1ciency and

_long-‘eelm sus‘tamabﬂﬁy of City-services, the Leadershij p Team

adopted the ¢3 Program, which was presented fo City Couneil on Jung
27™2007, as.a structured fiamework for the review of all City
Services and 4 pivotal camponent of the. strategy to “Build a
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COMMENTS:

Suistainable Business Plan”;

Overall, City staff coitiniie to be cominitted to-seeking out cost saving
measures and incorporating innovative ideas to deliver services:more
efficiently as they have-done in the past. Opporiunities for additicnal

cost savings i city operations are certainly possible. However, asa
consequence of pur continuous examination of City séivices for

efficiency trptovéments and new revenue opportunities in past years,
new options with the potential for significant.and imnediate budget

reductions that do not afféct front-Hne services appear to-be limited,

Experience of Other Cities

Research on the experience of Cities across Canadateveals several

examples.of reviews that have been undertaken o reduce the-cost of

city services. ‘The mast obvious examples in recenthistory include the

restructuring of municipal sérvices and operations in several large
Ontaiio cities tg create i single tier municipality fhrough muricipal
amalgamations. ‘The results of these initiatives were primarily focused
on staff reductions to:eliminate duplication and redundant services,

For cxramp'lﬁ:_,ﬂi?d City-of Ottawa was merging twelve local

mnicipalities with the regional municipality of Ottaws-Carleton to
create-the new City of Ottawa. Whilé significdnt aperating cost
savings were achieved through staff reductions in‘'many cases, up-
fiont transition costs were substantial atid budget reliel liag proven to
be only temporaty. Restructwing the City of Migsissanga would not
have the same scale of oppdrtunities for cost savings as was available
in these Cities becausé we do 1ot have the obvious redundancies and
duplication as fs the case when merging muftiple adriyistrative

strugtures;

A ninitiber of Cities have used external consultants to suppori areview
of City Services, very sintilar to the City of Mississauga’s City

Seivices Review (CSR) undertaken in 2003/2004. External consulting.

firnms have been used fo setup sophisticated evaluation frameworks

and 1 sone cases public engagement processes; at considerable

‘expense and investment of staff time. For the most part; these reviews
have not besri effective in identifying options for service rédyction

that deliver significant sustainable cost savings, or practical options
that City Council’s were willing fo implement.

Ab
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The Cits: of' Ottawa lias recéntly engaged a consulting firm to act 4§ an
extérnal 3° paﬁ:y challenger fo review the City’s Administraiive
Branches and. Pw grams. The fntention of this review wasto find $27
million in savings over the tiéxt three: years that could be used to-offe
set curient budget pressures: A-fecent report put ferward by the
consulting firm €oncludes that it was “difficult 1o identify cost

*savings, but opportunities to clarify accountabilities and feor, gamze

will provide efficiencies.” There i is no clear evidence of any direct
cost savings resulting from this initiative,

The City of Vancouver has not undergone.a corporate-wide: efficiency

reviéw in recent’ years, however, they have set up an internal tearm
under-a new General Manager of Business Planning that js driving

shared services, ew meodels for service dehvery as well their Director
of Finance is driving a multi-year budget process,

“The last time the City of Edmonton engaged an external €onsiiltin g
firin to undertake a corporate-wide efficienicy- review was
approximately 10 years ago. They now have-an anternal Anditor that
repoits directly to City Council who does 2 or 3 efficiency audits-a,

year 4 bianch at 4 time, simifar to the City. ofMlssmsauga se3

Prograns,

The City of Calgary engaged an external. consulting firm for an
organizational reviewin 1998, The review took a two phased .

approach-and cost-the. Clty apprommately $10million in direct’ and

‘Indirect expenses int total over a three year period. The fiist phaseof

the review was {0 conduict customer service benchmaik king, scoping
anid bmldmg thé case for fumre ka Theareas of fﬁ)CiiS ldemlﬁed iri

jﬂggresswe wmk plan for 'the of, gamxanon that turned aut to be
tnachievable, The review was successful in introdiicing a new
organizational structure and custonier service framework including

311 teclmoloﬁy, but failed to deliver the tatgeted $21 million:in
savings. In reflection, this feview was considered fo be too broad
brush and too invasive to the orgamzatr 35

The City of Winnipeg undertook a réstrocturing in 1994 which
resutted in a‘reduction of appmmmately 23% of. niiddle and seritor
managemiet p031t1ons saving approximately $1 0 annually. In 1997,
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an extérnal consulting fitntwas hired to condust a full organizational
review: The consultant recommended changes to the political and
administrative systems,, fusther reducing senior =maﬁa§mueﬁt ‘positions:
Witlia tax freeze {or reduction) in the City of Winnipeg since 1995,
budpet cycles have been used to drive down casts fo the fuillest degree
resulting in gradual shifts in resources from internal gervices to public.
" services with somie reductions in front line services. W;iiﬂﬁpegf
continuously fooks at-alferative setvice delivery and contracting o,
and two special purpose Coinmissions speatheaded by the Mayor wers
sef up 16 explore pariicular areas of epportunity for cost savings and
new revenues. External consultants have only beeti used to review
specific areas of apportunity such as Information Technology systems.

Local school boards have-engaged external consulting fitms in the past
to evaluate the efficiency of transportation services, facilities
manggement and administrative suppott services with somie degree of
Siiceess. It is inferesting to note that atecent review of the Toronto
Distriet School Boatd Information Technology function by KPMG

concluded that this function was under fiinded, resulting in increased
spending on this function. The Ministry of Education anfiounced in
2007 that it has éngaged two consulting firms to conduct operational
révigivs of all 72 District Sehidol Boards over tlie'next thiee years.
The focus of these reviews is on the assessment-of Key Performance
Indicators and the diffusion-of Teaditig practices across the Province.
“This type of review would be more straightforward than.a review-of
City Q'ljcrati_qns-:sincﬁ- the consulirg fivms are deating exclisively with
& Board that provides a single service and the Ministry haguceess to
all comparator information within the scope-of the review, School
Bodrds are more homogenous than municipal governmiént and easicr
to standardize across the sector to-achieve efficiency improvements,

OPTIONS: The reseaich to date on the experience of other cities offers little
gnidancé in developing a Terms of Reference for 4 corporaie-wide
efficiency teview, revealing no clear examples of Canadian cities that
have successfully aChié:vadf significant and sustainable east savings
with this approach.. However, we have developed a framework for
Catingil’s consideration.

The City’s External Anditor (KPMG) was consulted for advice on the
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preparation of the proposed terins of reference for an Oy canizatiof-
wide-Effic mency Assessment to ensure that this proposal represents an

‘approach that is practlcal and effective and-that. the time and cost

gstiinates are leasonabie for the scope of work tidder consideration.

_--Opt?i‘on 1 '-.'.'O-rganiza tion-wide Efficiency Review:

 Deser iption: The City of. Mississauga would engage an exiernal

consulting firm, reporting directlyto City couneil to conduct apy
objective third party evaludtion of the efficiency of City operations
corporate-wide, clearly 1denitifying areas of opportunity, quantifying
the potential for-¢ost saviigs, providing specific-action plans to
achieve the expected results; and the- expécted timefranie for resultsta
bé realized.

Scoper The Consultmg Firm will be expecied to validate areas of
excellence, introduce innovative ideas and’ best practices that explore
all options for budget reductions thr ough cost: savmgs, efficiency

improvements or hew revenue: uppmtunmes Cost savingsthraugh
service lgvel reductions will alse be included within the scope of this

review to ensire-all possuble opportunitics aie explored. The review

will look at both herizental (corpor ate—mde} systemhs and vertical
(service specific) systoms and processes.

;Appmac}r-* 'T jﬁpi-caﬂy, Cﬁl’pdfﬂié—Widﬁ cfﬁdt:ney 1evicw’s;are'

'ocms;stmg of 1) a braad ol gam?anonal sean 1o 1dent1fy ‘md d;agnosc
significant efﬁmengy gaps, Tollowed up by 2) the detailed design and

implementation of cost: savings solutions. Tt is iportant to keep in
mind that budget reductions will not be: possible until stage 2 of the
review is complete and. any new opérational processes are fully
implemented and stabilized, Tt: may be possible to get an estimate of
the potentlal budget rediictions resulting from proposed change
initiatives by the end of 2008, but it ig highly unhkely that any

‘substantial opportunities for cost savings will be realized to.address

2009 budget pressures,

The first part of the review would include an-or ganizatiohal scan that
would 1) gather and document baseline perforniance and service level
infornyation and benclimark against compatators, 2) ideitify cost
drivers, -assessing ‘and prioritizing efficiency gaps, 3) identify voot
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catises, constraints and strategies to-eliniinate {nefficiencics, 4)
develop a prioritized-action planto capture perational savings.
Where service redictions aie lecmnmended the public will be
consulted.

‘When the organizationial séan is cotiplete, the second stage of the

© review would involve the detailed design of organizational chiarige
initiatives which may include: organizational restructuring, business
proteéss reengineerinig, contracting out {s{tfaﬁe;gfi.eg service reductions
16, caripleté with a compreliensive implemeritation plan. The
consulting firm doing this work would be'expected to assistthe
oipanization to implement the planned chaiges, conduet 4 past
implementation review and assist with the design of a performance
‘management and contiiluous improvement approach for sustainable;
results.

The external consulting firm would require the active participation of
many staff throughout { the Grgamzatmn as well as the dedicated
support-of 10 to- 12 internal staff at various points throughont the stage
1 process, with an average time commitment of approxiinately 8
weeks-each. S-r;:l xfl;(_:e-dnj:_.h.v-ery staff ate expected 1o be consulted
throughout the review process and theil input and feedback will be-
-addressed at cach stage in the process,

Diépending on the scope and depth of opportunities. identified in the
Stage 1 erganizational scan, City Council may choose to use s
combination of nﬁemal régources atid/or variols Coiisulting firms in
specific areas of expertise fo complete the solufion design and
implementation planning stage of the review. The S-‘t’agé. 2-desigin aid
implementation work can be phased in over a mumber of years to fit
within annual budget constraints as directed by Council.

Deliverables: Stage 1 of the efficiency review should provide City
Council with the following:
1. Council approved framework for the evaluation and:
identification of budget reduction opportunities throughout
the organization;

2. Report on organizatiotial strengths-and evidetit efficiency
gaps hased en:quantitative and qualitative performance
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% metrics, comparative analysis with other mu-ni'cipaiiti;es and.
kanowii best practices;

3. Prioritized action plan for change iniifatives iy areas of
most opportunity, estimate of 'a'chiévable-cost._sa;\ain;gg or
new revenue potential associated with each initjative nef of
any new investment required, identified risks and
wicerfainties; and projected timefranie for the realizdtion of
-expected resolts,

Btage 2 of the efficiency review would provide City Courieil withi the
following; | '
4. Fully developed detailed design of organizational change
initiatives

5. Comprehensive implementation plan clearly identifying
._resoui;ﬁe's;_1~¢Spf?llsibii.iti_€js., fime Tines and milestonee
including a comfﬂﬂniéaition;stlateg}swmfkfmfc& transition
strategy, etc.

6. -Report on post-implementation performance

7. Methodolagy and tools for performance managenient and
cotifinuous improyement

Governance: City Counicil should make all significant decisions
related to this review, including approval of: the Reguest for
Proposals, the selected consulting fitm, the efficiency evaluation
framework, the prioritized action plan foi cliange initiatives, the
budget and resourcing plan for Stage 2-of the review: process, and the
implementation plans.

I addition, it 1s recommended thata Stecring C'@.uuniﬁee; e
established that includes af least four members of City Couticil to
evaluate propasals and select the preferred consuliing finm, provide
ongaing direction fo the consultants, and oversee the progress of the
inttiative to ensute Council's expeetations are appropriately addressed
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Expected Tinie Lines:

Procurement and selection of the preferred
consplting firm.

Stage 1 Organizational Scan

Stage 2. Development of Change Initiatives
and Implementation

Estiindted Cost:

Stage 1. Organizational Scan consulting fees

dedicated staff resources

Stage 2 Development of Change Initiatives
and Imiplementation

Advantages:

June 4, 2008 ;ZL\

7 to 8 weeks

4 nyonths

Unknown

5500K to S1VL

$250,000

Unknown,

s Thisapproach would allow City Council fo gauge the full
potential for operational efficiencies, service level adjustments
and cost reduction across the Corporation from an objective third

party perspeetive;

¢ Sliengthsof'the cuirent operation wotitd also be validated from

an objective third party peispective;

® A cprporate-wide approach will allow for Iinkages:and synergies
-among different areds of city operations fo be identified and

‘addréssed in a comprehensive manner;

»  The results of the review should provide the City with a
comprehensive performance measurement system for service
efficiency that can be adopted and maintained for fatire

monitoring-and management purposes;

s Areas of most opportunity will be identified to ensurc a focused
targeled approach to improvement so that the mest time will be

spent where the most opportunity exists; and

» Consultant’s expetience in the privateé secfor and other
government jurisdictions can be an effective wiy o introduce
and integrate innovative ideas and best practices with City

'operations,
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Disadviutiges or Risks:

s Sines there are no recént exaimpl es of similar types of reviews in’
Canadian Cities, it may be difficult to identify a consulting firm
with the depth of knowledge and under: standing of miunicipal
services and the envir onmem We operate mthm t0 pexfoi m ay

OPPD_lTumnes,:_

o Given the experience of other cities, there is'a risk that the
achievable opportimities for savings resulting from this type of a
review may hdt'j'usﬁf_y- the costof the consulting fees to identify
and implement them;

¢ A Consulting firm condueting this teview will be heavily
‘dependant on City staff for information and disciiséion
fldfﬂ'ughout the review process; and project tinielines for Stage 1
of the review will coincide with the 'budgez_t preparation window,
There is the risk that the Corporation will 1ol have the-capacity
to support an éxhaustive review of operations in a shoit period of
time a&-jihmiﬁ negatively impacting services to the public and
time lines for priority projects;

o City Council will not know how much time and money will be
required to-develop and implement cost saving measures or the
degree of improvement that will be achicvable nntil the
iﬁrgf'an'iizatiﬂna'l_ sean and diagnostic stage of the review is
complete: Itis jpossiblethat the recommended prioritized action
plan for ehange initiatives may require a commitinent to
consulting fees beyond existing budget constraints and may take
fonger than desired to achicve mesdsurable budget reductions.

Option 2: Accelerate the e3 Program

Given the substantial cost of engaging an external tonsultant for this
type-of review and the possibility of realizing minimal resil ts, an
alternative lower cast optionhas also been prepared forthe
consideration of Budget Committee,

The: Leademhlp Team has already establisheda process for the review
of City services fo identify ‘cost savitigs opportinities, and our miternal
Management Consulting groupis currently working on.a nuinber of
service reviews with good restlts. The primary objective of the €3
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Progiam is to identify the most efficient way to deliver the expected
service levels into thie future by streanilinifg processes, eliminating
inefficient practices and reducing low value-added activities, If cost
savitigs are-not achievable, increased user fees may be justified or
proposed adjustments to the expécted service levels may be
considered fo reduce the burden on the-tax base.

Having our ititernal Management Comnsulting G oup lead this program,

_Ieportmg directly to the Laadelship Team and City Couneil, was
‘considered,. the best way to provide the support and expertise needed to

keep th_l'% lmtmtwe movmg forward and the third party perspective 1o

The 3 Program is designed to conplete an in-depth assessmient of

all City. Services by

i, docmneﬁting-and 'as‘ses‘siﬁg”-fh‘e- stwice d‘elivery m‘odci

mgmﬁ,cant cost dnfxrers,

. observing, measuting and evaluating service cfficiency and
effectiveness based on quantitative-and qualitative
inforntation, benchmarking with comparable minicipalitics
where possible;

iif.  researchingand exploting best practices and innovative ideas
for inprovement for each service, engaging external expert
advigors in speclﬁc areas to-challenge conyeritional thinking:
and validate new ideas,

iv.  working directly with serviee delivery steff to develop
workable options for cost-savings and performance

improvenierit; and

v.  developing aetion plans to effectively implétient
improvements that are practical, appropriate, and infiovative.

Considering the current capacity of the infernal Management

Cotisulting Group; the existirig work plan includes the review of six to

ten City Servicey per year (appendix 1), with progress réported to the

‘Leéadership Team and results presénted to City Council incorporating
all cost savings opportunities into the dnnitial budget process as they
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come "’fﬁrvs'rard- Apprbxhnatéiy' 1 § 20% Uf "the opelatihg budget can be

revi ewe_d._m a 6_year. timeﬁame

The core elemients of the 3 Program are very similar to the
methodology-an external consulting firm would provide, witl the

 primary distinction being that all City services will b reviewed in

depth, without the benefif of an Organizational Scai to identify areas
of stiost oppoertunity.

Agan alterpative to'a comprehensive Grganizatioh-wide assessment of
operational efficiericy conducted by an external consulting ﬁrm, Clty
Couneil can choose to accelsrate the progress.of the €3 Program by
engaging external consulting resources and/or seconding infernal staff
resotirees to this initiative to allow for tlie review of more City
Services'in.a:shorter period-of time. Depending 6n hiow aggressive
Council would tike to be i completing city service reviaws and the
degree of dependence ol extetnal consultants vs internal staff, the
additional vestment in the €3 ngxam conld: range- from an
estimated $250 ,000#y7 to-complete the review of all Clty Services by
theend of 2012, to $800,000/year to complete the review of all City
setvices by the end 0f2010;

City Council'also has the option of allowing the €3 Prograin to
progiess as-plamed with all City services reviewed by the end of 2014
without any additional biidget expendituie ifi this area. City Council
nntay choose to be direetly involved mnsstting the priorities for setvices
6 bé reviewed each vear.

Advarntages:

depending on How aggressive Cauncil would like to be in the
review of City Services;

»  Theannual cost of the review process is more manageable

»  This approach builds on an initiative that has been secently
established and conmmunicated eor porate-wide and leverages the
expertise and experience of existing internal resources that have
-demonstrated the: ablh‘ty to conduct a thorough and objective

review of City operatioits, using external consulting respurces
where appropriate;
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FINANCIAL IMPACT:

®  Theengagement of external consulting resources fnto the e3
Program may inmprove access to innovative-ideas and best
Dractices that could be integrated with.City opérations; and

o All C_if.j"zé;ﬁi‘t?i’ﬁles will he réviewed in-depth fo-ersure that all
_opportanitics are fully examined.

Disadvantages or Risks:

= This'approach may take Jonger to complete beeause of the level
of détail of analysis and the number of City services that will
need to be reviewed;

» Theuse of internal resources to conduct service reviews may
coitipromise the perception of objectivity: in the eyes of the
public;.

s Sinee all City services will be reviewed it s possible that in,
some cases resources will beused to review City services that
‘have little or no potential ta deliver cost savings;

'« The cost.savings-opportunitics will berevealed gradually over
time as each serviee review is completed so Cily Council will
not be able to anficipate orplan for the fﬁ’ﬂl’j\po’tamial of cosi
savings through efficiency intprovements and the expested
impact o the budget..

Option 1 —Organization-wide Efficiency Review is expected 16 cost
betiween $500,000't0 $1 million in consulting fees and approximately
$250,000 {n dedicated staffresources to complete Stage 1 of the
review process.only, It isdmporiant to keep it mind that additional
resources will be required to design change iriitiatives and implement
them to allow the City to realize actual cost savings which would be &t
an additional cost. Thesé costs camnot be estimiated at this tinie.

Option 2 - Accelerate the €3 Program is expected to cost between,
$250,000/yx to complete the review of all City services by the end of

2012, 10'$800,000/yr to complete the review of all City services by the
end of 2010.

The deeision to allow the €3 Program to progress as planned with all

City services revicwed by the end of 2014 Would not require sy

additional budget expenditures in this.ayea.
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CONCLUSION:

e e 4,008

The fesearch that has been gathered to dafe shows that citics across
Canada do not typically rely on. corporate-wide efficiency reviewsto
drive budget reductions, and those that have hired external ¢onsulting
firms 16 review their organizations have notbeen very successtul in

* achieving substantial and sustainable cost savingsas atesult, There

are potential advantages and risks assoclated with this apptoach, but if
done effectively City staff are open‘to exploring any new opportunities
that may be identified that would improve the long-term sustainability

of City services,

Cons:dermg all of the possible options for such an undeﬂakmg, the
most effective-approach-would involve a two:stage processes, starting

with an-organizational scan that scopes out the falt potential for

savings and recommends a targeted. and prioritized plan of charige
initiatives that'can be phased in ata pace that is both manaoeablﬁ and
affordable.

It is:expected that the first stage of the review would take

“apptoximately four months to complete, and could deliver an estimate

of pbtential savingg and prioiitized work plan for change initiatives by
theend of 2008 if the procurement process was to start inmediately.
Additional time and resources would be requited to fully develop and.
implement solition o that cost savings ¢an be realized from the:
opportunities that are identified.

Couisulting fees for the first stage of the efficiehcy review is expected
to be between $500,000 and $1 million: The full cost of harvesting
afty opportunities that are identified cannot be estimated until Stage 1

of the review process is complete.

Amalternative option for Courietl 16 consider is the acceleration of the
e3 Programy, reviewing more City services inashorter p.éi.*ibd of time,
This could be achieved by enigaging exteérnal consuliing resources
andfor seconding internal staff 1o this iitiative. It ¢ estimiated that all
City services could be reviewed by 2012 with.an investiment of

'$250,000 & year into the e3 Prograim, dnd with an investment of

$800,000 a year all City services could be reviewed by the end ‘of
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City Council also has the aption of allowing thee3 Program to
progress-as planned with all City services reviewed by the end of 2014
without any additional budget expenditure in this area,

ATTACHMENTS: * Appendix I+ 2007 - 2010 €3 Work Plan
Apperidix 2: Program Structiire for €3 Reviews

Junite M, Baker, CA
City Manager & Chief Administrative Officer

Prepared By: Laurie ng&he;’;-. Manager .Mbn'r{ge'nmm ‘Cansulting
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Strategic POy

Business Sewvices &
Cotporate Assets

Legislated Services

‘Regulatory Services

Land Development
Services
Roads. Storm Drainage
. & Watercourses
Recreation & Parks:
Arts & Culture

Mississauga Library




