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City of Hamilton
AUDIT, FINANCE AND ADMINISTRATIONCOMMITTEE REVISED

Meeting #:  24-001
Date: January 18, 2024
Time: 9:30 a.m.
Location:  Council Chambers
Hamilton City Hall
71 Main Street West

Tamara Bates, Legislative Coordinator (905) 546-2424 ext. 4102

1. CEREMONIAL ACTIVITIES

2. APPROVAL OF AGENDA

(Added Items, if applicable, will be noted with *)
3. DECLARATIONS OF INTEREST
4. APPROVAL OF MINUTES OF PREVIOUS MEETING
4.1 December 7, 2023
5.  COMMUNICATIONS
6. DELEGATION REQUESTS
6.1 Zachary Bobolo, HTowing, respecting Towing contract (for a future meeting)
6.2  Adeyinka taiwo-Fasegha, respecting water bill issue (for a future meeting)
7. DELEGATIONS
8. STAFF PRESENTATIONS

8.1 Equity, Diversity, and Inclusion Audit (AUD23013) (City Wide)

Deferred from Audit, Finance and Administration Committee, December 7, 2023

Members of the public can contact the Clerk’s Office to acquire the documents considered at this meeting, in an alternative
format.



9. CONSENT ITEMS

9.1 DARTS Vehicle Safety Audit AUD22007(a) Update to Management Response
(PW24005) (City Wide) (Outstanding Business List Item)

*a. DARTS Vehicle Safety Audit AUD22007(a) Update to Management
Response (PW24005) (City Wide) (Outstanding Business List Item) -
REVISED

10. DISCUSSION ITEMS
101 HMRF-HWRF Pension Administration Sub-Committee Report 23-002

10.2 Reserve / Revenue Funds and Trust Accounts Statement of Investment Policies and
Procedures Review (FCS24004) (City Wide)

11. MOTIONS
12. NOTICES OF MOTION
13. GENERAL INFORMATION / OTHER BUSINESS
13.1 Amendments to the Outstanding Business List
a. Iltems Considered Completed and to be Removed

a. Accessible Transit Services: DARTS Fleet Management and
Vehicle Safety Audit (Report 50695) Management Action Plans
(AUD22007(a)) (City Wide)

Added: April 6, 2023, Audit, Finance and Administration
Committee Report 23-005, Item 1
Addressed as Item 9.1 on today's agenda

14. PRIVATE AND CONFIDENTIAL

15. ADJOURNMENT

Members of the public can contact the Clerk’s Office to acquire the documents considered at this meeting, in an alternative
format.
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MINUTES 23-019
9:30 a.m.
December 7, 2023
Council Chambers
Hamilton City Hall

Present: Councillors C. Kroetsch (Chair), J. Beattie, B. Clark, T. Hwang,
M. Spadafora, M. Tadeson, A. Wilson and M. Wilson

Also
Present: Councillor J.P. Danko

THE FOLLOWING ITEMS WERE REFERRED TO COUNCIL FOR CONSIDERATION:

1. Options for the City of Hamilton’s Board of Health Governance (BOH23039)
(City Wide) (Outstanding Business List Item) (Iltem 8.1)

(Hwang/A. Wilson)

(@)  That Council approve, in principle, a semi-autonomous Board of Health
governance structure with features similar to the City of Toronto and City of
Ottawa:

(1) That Council direct staff to prepare and submit an application to the
Province of Ontario for special legislation amending the City of
Hamilton Act, 1999 and the Health Promotion and Protection Act to
authorize the City to implement a semi-autonomous Board of Health
governance model, with features similar to the City of Toronto and
City of Ottawa Board of Health governance structures; and,

(i) That Council direct staff to report back to the Public Health
Committee, following approval of legislative changes with a plan to
implement legislative changes and establish a semi-autonomous
Board of Health for the City of Hamilton;

(b)  That as an interim solution until legal authorization is received to implement
a semi-autonomous Board of Health governance model, a change be made
to the membership of the Public Health Standing Committee to include six
City Council members, six community representatives, and one education
representative, using the City of Hamilton’s existing selection processes,
and that for the foregoing purposes staff be directed to report back to the
Public Health Committee to:
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(c)

(i) Prepare any amendments to the Procedural By-law that shall create
a new Public Health Standing Committee, which By-law shall be
drafted to become effective not earlier than the date on which the
existing Public Health Standing Committee has been dissolved by
the Mayor pursuant to section 284.8(1) of the Municipal Act; and,

(i) Prepare for approval the qualifications and criteria for the selection
of the community representatives to ensure that the Public Health
Standing Committee members represent the community and have
the necessary skills and competencies.

That Item 2023-C, respecting a consultation with stakeholders to identify
issues, opportunities, and options for Board of Health governance, be
removed from the Public Health Committee Outstanding Business List.

Result: Motion, CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

2. Consent Iltems (ltems 9.1 to 9.2)

(A. Wilson/M. Wilson)
That the following Reports, be received:

(@)

(b)

2023 Board of Health Self-Evaluation Results (BOH23040) (City Wide)
(Item 9.1)

Governance Review Sub-Committee Report 23-005 (November 17, 2023)
(Item 9.2)

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora
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3.

Office of the Auditor General Work Plan 2023 to 2026 (AUD23012) (City Wide)
(ltem 10.2)

(A. Wilson/Kroetsch)
That Appendix “A” to Report AUD23012, respecting the Office of the Auditor
General Work Plan 2023 to 2026, be approved.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

Compound Water Meter Billing Issues (FCS23110) (City Wide) (Item 10.3)

(Tadeson/A. Wilson)

(@)

That the General Manager, Finance and Corporate Services, be authorized
to enter into a deferred payment arrangement with a 24-month repayment
period commencing in December 2023, pertaining to water and wastewater
/ storm charges for a total amount of $135,167 regarding Alectra Ultilities
(Alectra) account number 3901671300 and service address of 265 Melvin
Avenue, Hamilton; and

That the General Manager, Finance and Corporate Services, be authorized
to enter into a deferred payment arrangement with a 24-month repayment
period commencing in December 2023, pertaining to water and wastewater
/ storm charges for a total amount of $132,137.82 regarding Alectra
account number 788081300 and service address of 121 Hunter Street
West, Hamilton.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora
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5.

Hamilton Municipal Cemeteries Trust Fund Audit - Management Update
(FCS23090 / PW23078) (City Wide) (Item 10.4)

(A. Wilson/Spadafora)

(@)

(b)

That the 17 Recommendations proposed by the Office of the City Auditor
attached in Appendix “A” to Report (FCS23090 / PW23078), continue to be
implemented in order to strengthen program governance, controls and
financial reporting; and

That the amendment to By-law No. 12-151, being a By-law respecting the
City of Hamilton’s Cemeteries, be amended, attached as Appendix “B” to
Report FCS23090 / PW23078, which has been prepared in a form
satisfactory to the City Solicitor, be enacted by Council.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

Land Parcel Master Agreement (FCS23111) (City Wide) (Item 10.5)

(Spadafora/Hwang)

That staff be directed to negotiate and enter into an Agreement, satisfactory to the
City Solicitor, with Teranet Inc. under Procurement Policy #11 — Non-competitive
Procurements to provide all land parcel/property information, automated delivery,
daily and on-demand instead of every two months.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora
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7.

2024 City Enrichment Fund Advance Payments and 2023 Payment Update
(CM23030) (City Wide) (Item 10.6)

(Hwang/A. Wilson)

(@)

(b)

(c)

That effective January 1, 2024, an advance of City Enrichment Fund
funding be provided to the organizations specified in Appendix “A” attached
to Report CM23030;

That any outstanding arrears due to the City of Hamilton by the
organizations (as shown in the Appendix “A” attached to Report CM23030)
be first applied against the approved City Enrichment Fund grant, including
advances until the debt is satisfied, prior to that organization receiving the
balance of any approved payment, and;

That the City Enrichment Fund requirement for audited financial statements
for the Winona Peach Festival be waived on a one-time basis and that their
2023 approved funding be released.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

Indigenous Advisory Committee 2024 Budget Request (HSC23077) (City
Wide) (Item 10.7)

(A. Wilson/Tadeson)

That the Indigenous Advisory Committee base budget submission attached as
Appendix “A” to Report HSC23077 in the amount of $3,552.00 be approved and
referred to the 2024 budget process for consideration.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora
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9.

10.

Procurement Sub-Committee Report 23-001 (November 23, 2023) (Item 10.8)

(A. Wilson/Hwang)
That Procurement Sub-Committee Report 23-001 (November 23, 2023), be
received.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

Auditor General Reporting of Serious Matters to Council (Case #56207)
(AUD23014) (City Wide) (Item 14.1)

(Spadafora/A. Wilson)

(@)

(b)

That Report AUD23014, respecting Auditor General Reporting of Serious
Matters to Council (Case #56207), be received; and,

That Report AUD23014, respecting Auditor General Reporting of Serious
Matters to Council (Case #56207), remain confidential.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

FOR INFORMATION:

(a)

CHANGES TO THE AGENDA (ltem 2)

The Committee Clerk advised of the following changes to the agenda:

1. APPOINTMENT OF CHAIR AND VICE-CHAIR - WITHDRAWN
6. DELEGATION REQUESTS

6.1  Board of Health Governance (Item 8.1) (for today's meeting)
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(b)

(c)

a. Kojo Damptey
b. Lyndon George, Hamilton Anti-Racism Resource
Centre (HARRC)

8. STAFF PRESENTATIONS

8.2  Equity, Diversity and Inclusion Audit (AUD23013) (City Wide)
- WITHDRAWN

CHANGE TO THE ORDER OF ITEMS

The following Items will be considered immediately following
Item 7, Delegations:

9.1 2023 Board of Health Self-Evaluation Results (BOH23040)
(City Wide)

9.2 Governance Review Sub-Committee Report 23-005
(November 17, 2023)

(A. Wilson/Hwang)
That the agenda for the December 7, 2023 Audit, Finance and Administration
Committee meeting, be approved, as amended.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

DECLARATIONS OF INTEREST (ltem 3)

There were no declarations of interest.

APPROVAL OF MINUTES OF PREVIOUS MEETING (ltem 4)

(i) November 16, 2023 (ltem 4.1)
(Tadeson/M. Wilson)
That the Minutes of the November 16, 2023 meeting of the Audit, Finance
and Administration Committee, be approved, as presented.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson
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(d)

(e)

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

DELEGATION REQUESTS (ltem 6)

(Tadeson/A. Wilson)
That the following Delegation Requests, be approved for today’s meeting:

(i) Board of Health Governance (Item 8.1) (for today's meeting)
(1) Kojo Damptey (Added Item 6.1(a))

(2) Lyndon George, Hamilton Anti-Racism Resource Centre (HARRC)
(Added Item 6.1(b))

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

DELEGATIONS (ltem 7)
(i) Board of Health Governance (Added Item 7.1)
(1) Kojo Damptey (Added Item 7.1(a))

Kojo Damptey, addressed Committee respecting Board of Health
Governance.

(2) Lyndon George, Hamilton Anti-Racism Resource Centre
(HARRC) (Added Item 7.1(b))

Lyndon George, Hamilton Anti-Racism Resource Centre (HARRC),
addressed Committee respecting Board of Health Governance.

(Tadeson/A. Wilson)

That the following Delegations, be received and referred to the
consideration of Item 8.1, Options for the City of Hamilton’s Board of
Health Governance (BOH23039) (City Wide):
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(1) Kojo Damptey

(2)  Lyndon George, Hamilton Anti-Racism Resource Centre
(HARRC)

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

For further disposition of this matter, refer to Item 1.

(f) STAFF PRESENTATIONS (ltem 8)

(i)

Options for the City of Hamilton’s Board of Health Governance
(BOH23039) (City Wide) (Outstanding Business List Item) (Iltem 8.1)

Dr. Elizabeth Richardson, Medical Officer of Health, addressed Committee
respecting Options for the City of Hamilton’s Board of Health Governance,
with the aid of a presentation.

(Tadeson/A. Wilson)

That the presentation from Dr. Elizabeth Richardson, Medical Officer of
Health, respecting Options for the City of Hamilton’s Board of Health
Governance, be received.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

For further disposition of this matter, refer to Item 1.
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(g) DISCUSSION ITEMS (Iitem 10)
(i) Hamilton Public Notice Policy By-law FCS23080(a) (Item 10.1)

(@) (Tadeson/A. Wilson)
That the Hamilton Public Notice Policy By-law, attached as Appendix
“A” to Report FCS23080(a), be passed and enacted.

(b) (M. Wilson/Clark)
(i) That Report FCS23080(a), respecting Hamilton Public Notice
Policy By-law be referred to staff to report back to the
Governance Review Sub-Committee on the following
directions:

(1)  conduct public engagement through print and online
media;

(2)  engage with media partners respecting the impact of this
policy on them; and

(3) investigate the cost of an annual mailout to notify the
public about where they can find information on notices.

Result: Motion, CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

(h) GENERAL INFORMATION AND OTHER BUSINESS (ltem 13)
(i) Amendments to the Outstanding Business List (Iltem 13.1)

(A. Wilson/Hwang)
That the following amendment to the Governance Review Sub-Committee
Outstanding Business List, be approved:

(1) Items Considered Completed and to be Removed

(@) Report on Recommendations for a Board of Health Advisory
Committee
Added February 8, 2023 (Council Item 7.7)
Addressed as Item 8.1 on today's agenda
Referred from Governance Review Sub-Committee,
November 17, 2023
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(i)

()

(b) Public Notification
Added July 5, 2023 (Governance Report 23-003, Item (d)(ii)
Addressed as Item 10.1 on today's agenda
Referred from Governance Review Sub-Committee,
November 17, 2023

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora

PRIVATE AND CONFIDENTIAL (ltem 14)

Committee determined that discussion of Item 14.1 was not required in Closed
Session; therefore, the matter was addressed in Open Session, as follows:

(i) Auditor General Reporting of Serious Matters to Council (Case #56207)
(AUD23014) (City Wide) (Item 14.1)

For further disposition of this matter, refer to Item 10.
ADJOURNMENT (Item 15)

(Tadeson/A. Wilson)
That, there being no further business, the Audit, Finance and Administration
Committee, be adjourned at 12:10 p.m.

Result: Motion CARRIED by a vote of 8 to 0, as follows:

YES - Ward 1 Councillor Maureen Wilson

YES - CHAIR - Ward 2 Councillor Cameron Kroetsch
YES - Ward 4 Councillor Tammy Hwang

YES - Ward 9 Councillor Brad Clark

YES - Ward 10 Councillor Jeff Beattie

YES - Ward 11 Councillor Mark Tadeson

YES - Ward 13 Councillor Alex Wilson

YES - Ward 14 Councillor Mike Spadafora
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Respectfully submitted,

Councillor Cameron Kroetsch, Chair
Audit, Finance and Administration
Committee

Tamara Bates
Legislative Coordinator
Office of the City Clerk
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Bates, Tamara

Subject: FW: Webform submission from: Request to Speak to a Committee of Council

Submitted on Wed, 01/03/2024 - 09:42
Submitted by: Anonymous

Submitted values are:

Committee Requested

Committee
GeneraHssues-Committee Audit, Finance and Administration Committee

Will you be delegating in-person or virtually?
In-person

Will you be delegating via a pre-recorded video?
No

Requestor Information

Requestor Information
Zachary Bobolo
HTowing

221 Sherman Ave N
Hamilton, ON. L8L 6N2

2896891837

Preferred Pronoun
he/him

Reason(s) for delegation request
Towing contract is now past due over 1 year. My company has invested a vast amount of money in preparation of this
contract and is now sinking.

Will you be requesting funds from the City?
No

Will you be submitting a formal presentation?
No
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Bates, Tamara

Subject: FW: Webform submission from: Request to Speak to a Committee of Council

Submitted on Thu, 01/04/2024 - 16:18
Submitted by: Anonymous

Submitted values are:

Committee Requested

Committee
Audit, Finance & Administration Committee

Will you be delegating in-person or virtually?
Virtually

Will you be delegating via a pre-recorded video?
No

Requestor Information

Requestor Information
Adeyinka taiwo-Fasegha

Toronto, ON.

Preferred Pronoun
she/her

Reason(s) for delegation request

| had a water bill issue with Alectra that we investigated and was unable to find the source of the problem. The water
meter was eventually replaced and the problem vanished. | was promised a refund of whatever was billed to my
account. The promise was unfulfilled because my property is an investment property compared to owner occupied. The
city personnel advised to file a delegation request. Thank you.

Will you be requesting funds from the City?
No

Will you be submitting a formal presentation?
No
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CITY OF HAMILTON

pre—

—

|i.i| OFFICE OF THE AUDITOR GENERAL
Hamilton
TO: Chair and Members
Audit, Finance and Administration Committee
COMMITTEE DATE: December 7, 2023

SUBJECT/REPORT NO: | Equity, Diversity, and Inclusion Audit (AUD23013) (City Wide)
WARD(S) AFFECTED: City Wide

PREPARED BY: Lyn Guo CIA, CMA (US)
(905) 546-2424 Ext. 5560

Brigitte Minard CPA, CA, CIA, CGAP, CFE
(905) 546-2424 Ext. 3107

Charles Brown CPA, CA
(905) 546-2424 Ext. 4469

SUBMITTED BY: Charles Brown CPA, CA
Auditor General
Office of the Auditor General

SIGNATURE:

RECOMMENDATION

(@) That Appendix “A” attached to Report AUD23013, respecting Equity, Diversity,
and Inclusion Audit be received;

(b)  That the Management Response, as detailed in Appendix “B” to Report
AUD23013 be approved; and

(c) That the City Manager be directed to implement the Management Responses
(attached as Appendix “B” to Report AUD23013) and report back to the Audit,
Finance and Administration Committee by December 2024 on the nature and
status of actions taken in response to the audit report including the provision of
expected completion dates for all items that have completion dates listed as
“‘unknown”.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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SUBJECT: Equity, Diversity, and Inclusion Audit (AUD23013) (City Wide) —
Page 2 of 5

EXECUTIVE SUMMARY

On February 19, 2019, Hamilton City Council passed a motion containing seven
directions to City staff, including “staff be directed to prepare a report on the steps that
would be required to implement an equity-diversity-and-inclusion lens framework to City
policy and program development, practices, service delivery, budgeting, business
planning and prioritization...”

This motion complemented the 2018-2022 Term of Council Priorities which included
Equity, Diversity, and Inclusion (EDI) with the stated goal of “equity-seeking
communities will feel safe, supported and have an enhanced sense of belonging
through strengthening community capacity, City responsiveness and creating inclusive
engagement opportunities.” This priority was also aligned with the 2016-2025 Strategic
Plan high-level priorities of Community Engagement & Participation and Culture and
Diversity.

The Office of the Auditor General (OAG) performed an audit that evaluated and
assessed the management of progress made on EDI efforts at the City of Hamilton
resulting from this Council direction.

The audit included the following three areas:

o Internal EDI assessed the EDI Framework and work related to its
implementation within the organization by the Human Resources’ Division’s
Talent and Diversity’s Section (HR EDI).

o External EDI (Community EDI) assessed EDI-related efforts led by the Office of
Government and Community Relations in Hamilton, with a focus on community
engagement, e.g. supporting Urban Indigenous Strategy implementation and
citizen advisory groups such as the Committee against Racism.

e  Service Delivery assessed whether EDI has been embedded into City services
delivered to residents and businesses.

Overall, the OAG sought to answer the question “Is the City set up for a successful
implementation of EDI throughout the organization?”.

We sought to answer this question by focusing our work in three areas, 1-internally, as
an employer, 2-when engaging with the community in community and public
engagement, and 3-in City service delivery.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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The OAG finds that the City is not currently set up for assured success. Some progress
has been made, but more needs to be done, particularly for some fundamental items
that are required as the foundation of EDI efforts at the City of Hamilton.

Alternatives for Consideration — Not Applicable

FINANCIAL — STAFFING — LEGAL IMPLICATIONS
Financial: None.
Staffing: None.

Legal: None.

HISTORICAL BACKGROUND

The Office of the Auditor General (OAG) had a Diversity, Equity and Inclusion Audit on
the 2019-2022 Term of Council Work Plan (AUD19007).

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

Accessibility for Ontarians with Disabilities Act, 2005, S.O. 2005, c.11

Human Rights Code, R.S.0O. 1900, c. H.19

RELEVANT CONSULTATION

Appendix “B” to Report AUD23013 includes responses from management responsible
in the Human Resources Division and the Office of Government and Community
Relations, both of which are part of the City Manager’s Office Department.

Various other staff and management across all departments were consulted as required
for this audit.

ANALYSIS AND RATIONALE FOR RECOMMENDATION

The audit objective was to assess whether the City has a sound plan and strategy, as
well as management of the tools and resources to support and achieve the EDI goals as
stated in 2018-2022 Council Terms of Priorities, that “equity-seeking communities will
feel safe, supported and have an enhanced sense of belonging through strengthening
community capacity, City responsiveness and creating inclusive engagement

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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opportunities.” At the time of audit fieldwork, the 2023-2026 Term of Council Priorities
had not yet been finalized.

The Office of the Auditor General found that though there are many examples of good
efforts towards EDI implementation throughout the organization in all areas reviewed by
OAG, they tend to lack clear objectives and purpose, are disparate, and often siloed. It
is our view that the City needs a sound strategy and project plan in place to implement
EDI across the organization including: as an employer, in community and public
engagement efforts, and in the delivery of city services to residents and businesses.

However, there have been numerous good efforts made by staff across the organization
that forms the foundation for further EDI work, which will be strengthened with the
provision of clear corporate direction including the development of objectives and
executable strategies, and the provision of effective tools and resources.

The Audit Report summarizing our findings can be found at Appendix “A” to Report
AUD23013.

The OAG made 33 recommendations to strengthen EDI processes at the City of
Hamilton, these can be found in Appendix “B” to Report AUD23013.

Management agreed with all 33 recommendations, however, the Office of the Auditor
General finds that the management responses were more focused on past, rather than
future actions that will be taken and is looking forward to seeing more future-oriented
plans in the status update that is expected to be provided by December 2024.

The OAG also takes issue with the characterization in Appendix “B” that our
recommendations are indicative of a Level 5 in the relevant maturity model. The OAG
does not prescribe or assume any patrticular level in making its recommendations. We
believe that regardless of the level of maturity that is selected for implementation, the
fundamentals that our findings are based on: good governance, sound project
management, proactive risk assessment, and robust change management are gaps to
be addressed, with the recommendations we have provided, and no matter the desired
level of maturity.

The Recommendations and Management Responses can be found in Appendix “B” to
Report AUD23013.

ALTERNATIVES FOR CONSIDERATION

None.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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ALIGNMENT TO THE 2016 — 2025 STRATEGIC PLAN

Community Engagement and Participation
Hamilton has an open, transparent and accessible approach to City government that
engages with and empowers all citizens to be involved in their community

Economic Prosperity and Growth
Hamilton has a prosperous and diverse local economy where people have opportunities
to grow and develop.

Healthy and Safe Communities

Hamilton is a safe and supportive City where people are active, healthy, and have a
high quality of life.

Built Environment and Infrastructure

Hamilton is supported by state-of-the-art infrastructure, transportation options, buildings
and public spaces that create a dynamic City.

Culture and Diversity

Hamilton is a thriving, vibrant place for arts, culture, and heritage where diversity and
inclusivity are embraced and celebrated.

Our People and Performance
Hamiltonians have a high level of trust and confidence in their City government.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” to Report AUD2301 — Equity, Diversity, and Inclusion Audit Report

Appendix “B” to Report AUD23013 — Recommendations and Management Responses

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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Executive Summary

On February 19, 2019, Hamilton City Council passed a motion containing seven directions to
City staff, including “staff be directed to prepare a report on the steps that would be required to
implement an equity-diversity-and-inclusion lens framework to City policy and program
development, practices, service delivery, budgeting, business planning and prioritization...”

This motion complemented the 2018-2022 Term of Council Priorities which included Equity,
Diversity, and Inclusion (EDI) with the stated goal of “equity-seeking communities will feel safe,
supported and have an enhanced sense of belonging through strengthening community
capacity, City responsiveness and creating inclusive engagement opportunities.” This priority
was also aligned with the 2016-2025 Strategic Plan high-level priorities of Community
Engagement & Participation and Culture and Diversity.

The Office of the Auditor General (OAG) performed an audit that evaluated and assessed the
management of progress made on EDI efforts at the City of Hamilton resulting from this Council
direction.

The audit included the three areas below:

e Internal EDI assessed the EDI Framework and work related to its implementation
within the organization by the Human Resources’ Division’s Talent and Diversity’s
Section (HR EDI).

e External EDI (Community EDI) assessed EDI-related efforts led by the Office of
Government and Community Relations in Hamilton, with a focus on community
engagement, e.g. supporting Urban Indigenous Strategy implementation and citizen
advisory groups such as the Committee against Racism.

e Service Delivery assessed efforts to ensure EDI has been embedded into City
services delivered to residents and businesses.

The most significant issues identified by the OAG in this audit were governance, lack of risk
assessment and change management in the planning and implementation of EDI. For
Community EDI and Service Delivery there are not any overarching strategies and objectives
on how or what to achieve.

Overall, the OAG sought to answer the question “Is the City set up for a successful
implementation of EDI throughout the organization?”. We sought to answer this question by
focusing our work in three areas, l-internally, as an employer, 2-when engaging with the
community in community and public engagement, and 3-in City service delivery. The OAG finds
that the City is not currently set up for assured success. Some progress has been made, but
more needs to be done, particularly for some fundamental items that are required as the
foundation of EDI efforts at the City of Hamilton.

Page 3 of 41
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A Corporate EDI Framework has been developed and is in the process of being implemented,;
however, there is no fully developed Project Management Plan (PMP) for the implementation of
the EDI (now IDEA) framework.

The work done to date is good, but the efforts need to be executed in a more systematic and
methodical way. As such, the City’s data collection and metrics are still in the early stages and
need to more meaningfully inform the City on the barriers to equity, diversity, and inclusion
and/or its progress towards addressing these issues.

For EDI efforts, EDI implementation and governance should not be the responsibility of the HR
EDI team alone. HR EDI should use the established Framework to help guide the individual
Departments and other Divisions with their own, specific EDI-related goals. HR’s EDI work
should focus on their purview (recruitment, promotion, retention, etc.), and be a resource for
EDI (e.g. provide training), but the responsibility for implementing EDI in the organization
should be with the individual Departments and Divisions and could be overseen by a formal
Steering Committee supported by HR EDI.

The HR EDI team proposed and implemented a form of EDI Steering Committee to help with
EDI implementation but in its current deployment, it does not function as a conventional
steering committee. It is more of a liaison group or departmental advisory committee. One of
the duties of a steering committee is to oversee and support a project to ensure the attainment
of its goals. Having the right governance structure ensures accountability and oversight of
initiatives / strategies that impact more than one department or division. This would also
address the concern where several staff in various service delivery areas have said Corporate
support is needed to help service and program areas to develop their own strategy for
embedding EDI in business processes.

We found the initiative lacks a comprehensive, corporate project plan, strategy and direction to
City Departments and Divisions for achieving EDI goals. There are very limited tools and
resources to support achieving the organization’s EDI goals, particularly for Community EDI
and Service Delivery.

That being said, we do recognize some service areas have made efforts towards the goals,
such as having retained or intending to retain an equity specialist whose job would be
developing EDI strategy for their service areas; and embedding EDI in its 5-year Economic
Development Action Plan, etc. Further, these efforts have laid the foundation so the City can
continue to build up the strategies, project plan and corporate direction to move the City
towards its EDI goals. Without an effective corporate governance model for EDI efforts,
Departments and Divisions will continue in their service delivery efforts without clear corporate
direction and EDI efforts will be less effective than they could be.

In late 2022, EDI was rebranded as IDEA (Inclusion, Diversity, Equity and Accessibility) to
include the Accessibility work done by the HR Talent & Diversity team. As EDI was the term
when the audit started and was the focus of the audit, we use the term EDI in this audit report.

Page 4 of 41
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Overall, OAG has made 33 recommendations in the Recommendation Report (Appendix “B” to
Report AUD23013) which will address the key audit findings, with a focus on EDI
implementation from a project management perspective.

Introduction and Background

The City of Hamilton’s Equity, Diversity, and Inclusion Actions

Some demographic data for Hamilton per the Statistics Canada 2021 Census is below:

Figure 1: City of Hamilton Demographic Data

Demographic Category Hamilton, 2021
. Population 15+
Total Population in Labour Force
Men 49.2% 52.0%
Women 50.8% 48.0%
Indigenous 2.2% 2.1%
Visible Minority 25.1% 24.7%
Persons w/a Disability 39.1% 35.8%

Source: Data is derived from custom tabulations of Statistic Canada’s 2021 Census obtained by the City of Hamilton as a
consortium member of the Canadian Community Economic Development Network (CCEDNet) Community Data Program.

Below is data from the Employment Equity Survey as reported by Human Resources showing
the make-up of the City of Hamilton’s employee population in 2021 (note: response rate to this
survey was below 80%).

Employment Equity Data Self-ldentifies as
Woman AbquglnaI/ Visible .Ml.norlty/ Pers.on \.N.Ith
Indigenous Racialized a Disability
City of Hamilton Staff Survey o 0 0 0
(ACTIVE RESPONDENTS (2021) 48.8% 2:2% 12.0% >-6%

Source: Report to Council HUR19019 (c) Appendix B, from November 30, 2022.

There have been previous efforts in the City of Hamilton (the City) to attempt to address equity,
diversity, and inclusion. Starting in 2001 with “A Social Vision” which was a Social Development
Strategy document for the City of Hamilton that included a description of Hamilton as “a vibrant
community which promotes support for basic needs as well as inclusion and learning for all.
Inclusion involves recognition of respect for diversity.”

In 2007 a Social Inclusion Policy was proposed with the intent of acknowledging the impact that
social barriers like poverty, language, ability, racism, and classism have on the ability of a
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person to participate fully in life within a community. The OAG could not find any evidence of an
actual policy and/or its implementation.

Figure 2: Timeline of EDI Efforts

Timeline of EDI Efforts

« Access and Equity
Office becomes

part of Talent &
Diversity
* Protocol for Gender
Identity and Gender
Expression;
Transgender and Council motion to
Equity and Inclusion Gender Non-Con- implement an Rebranding
A Social Vision Policy (2016 Updated) forming Persons EDI Framework of EDI to IDEA
2017
Social Inclusion Policy Strategic Plan includes Term of Council Equity, Diversity,
Culture and Diversity Priorities includes and Inclusion
as a priority Equity, Diversity, Framework
and Inclusion

17 One of the earliest City policies regarding equity, diversity, and inclusion was the Equity and
Inclusion Policy created in 2010. The Policy was developed “to enhance and strengthen
Council’s decisions and to apply the principles to all City of Hamilton’s processes, policies,
practices, programs, services, opportunities, actions, corporate strategic plans and
departmental goals in ensuring beneficial outcomes and improved quality of life for all of the
City’s internal and external stakeholders.”

18  There are three principles that underpin this City policy:

e The principle of Equity which reflects the City’s inherent belief in the human rights of all
persons.
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e The principle of Inclusion which creates a sense of belonging.

e The principle of Diversity that validates the sum total of potential found in any group of
people.

The administration of this policy fell under the Access and Equity Office, which became part of
the Talent and Diversity office in 2017. The Talent and Diversity Office includes the current
Diversity and Inclusion Section within the Human Resources Division (HR EDI).

This policy was updated in 2016 to include the term “Gender Expression.” It is currently being
revised as part of the ongoing internal EDI implementation work by HR EDI.

In 2016, the ten-year Strategic Plan (2016-2025) for the City was approved by City Council and
there were seven priorities, including Culture and Diversity: “Hamilton is a thriving, vibrant place
for arts, culture, and heritage where diversity and inclusivity are embraced and celebrated.”

A trigger event that brought diversity and inclusion into the spotlight was the legal settlement in
2016 between the City and a transgender woman respecting a human rights application after
the woman was denied entry to the woman’s washroom and instead, was offered a universal
washroom at one of the City’s facilities.

The settlement included an agreement to codify specified City practices with regards to the
protected grounds of gender identity and gender expression and the rights of transgender and
gender non-conforming persons. The Protocol for Gender Identity and Gender Expression:
Transgender and Gender Non-conforming was created to meet this obligation and was
approved by Council in 2017. Additionally, Transgender Protocol training is mandatory for all
new employees.

In 2017, a Diversity and Inclusion Strategic Plan was developed by HR’s Diversity and
Inclusion office. The strategic plan is at a very high level. The Diversity and Inclusion Strategic
Plan set the priorities of the Diversity and Inclusion team as follows:

e Legislative and policy compliance
e Education

e Workplace diversity

e Database and metric tracking

e Workplace inclusion
The Diversity and Inclusion Strategic Plan objectives were:

e To ensure all aspects of our City are built on the principle of human rights, diversity and
inclusion

e To create, foster, support and ultimately sustain a City culture whereby all people feel a
strong sense of inclusion, empowerment and opportunity to develop and growth.
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In 2018, Equity, Diversity, and Inclusion was included in the 2018-2022 Term of Council
Priorities. The priority states, “The City is committed to creating and nurturing a city that is
welcoming and inclusive.”

e The goal of this priority is that “Equity-seeking communities will feel safe, supported and
have an enhanced sense of belonging through strengthening community capacity, city
responsiveness and creating inclusive engagement opportunities.”

This priority was aligned to the ten-year Strategic Plan priorities of Community Engagement &
Participation, Culture and Diversity, and Our People & Performance.

A motion approved by City Council in February of 2019 was the most recent effort to address
EDI for the City. In 2019, as part of the Council-approved motion, staff was directed to look into
what would be required to implement an “equity-diversity-and-inclusion lens framework to City
policy and program development, practices, service delivery, budgeting, business planning and
prioritization.”

One item in the 2019 Council-approved motion stated that “the City’s Internal Audit services
conduct an Equity, Diversity and Inclusion (EDI) Audit, city-system wide, to establish the
baseline as it relates to City policy, program development, hiring and staff development
practices, service delivery, budgeting, business planning and prioritization by which to measure
progress annually.” As a result, an audit of EDI implementation by the City was put on the
2019-2022 Audit Workplan.

In September 2021, Ernst and Young (EY) and the HR Director of Talent and Diversity
presented to Council an EDI Framework, which was approved by Council. This framework and
the work to implement it was reviewed as part of this audit.

To support the implementation, a Senior Project Manager (SPM) EDI was hired in Q2 2022,
and an EDI Human Resources Business Partner (BP) was hired in Q3 2022.

Community EDI Implementation

In 2019, community priority population programs/services that used to be within the Community
Initiatives portfolio under Healthy and Safe Communities were restructured. While most work in
the portfolio remained within the Healthy and Safe Communities Department, the 25-year
Community Vision — Our Future Hamilton, Strategic Public Engagement and Community
Initiatives, together with 2 Full Time Equivalent (FTE) employees were transferred to the City
Manager’s Office. In 2021 this work was moved, reporting to the Director of the Office of
Government and Community Relations. Today, the community relations work performed and
overseen by this Office includes:

e Corporate-wide Public Engagement

¢ Hate Mitigation & Prevention Action Plan
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Distribution, development coordination, programming and funding of the City Enrichment
Fund

Overseeing the funding and service agreement with Hamilton Anti-Racism Resource
Center (HARRC)

Community inclusion objectives such as fostering community partnerships and
relationships on behalf of the City of Hamilton (including inclusion campaigns — Hamilton
for All, Salam Hamilton, representation on various community working groups and
network tables.

Ongoing Support and Oversight of five Citizen Advisory Committees:

o Mundialization Committee

Immigrants and Refugees

Women and Gender Equity

Committee Against Racism

Advisory Committee for Persons with Disabilities

LGBTQ Committee — moved to the Healthy and Safe Communities Department in
early 2023 to align with the Community, Safety & Well-being Plan

o O O O O

The Office also provided collaborative support to the Urban Indigenous Strategy and
Community Safety and Well-being Plan that were developed in consultation with community
partners and whose creation was led by teams from the Healthy and Safe Communities
Department.

In 2020, resulting from Council direction, Sage Solutions Inc was engaged for consulting work

to:

Review the City’s draft policy, procedures and Trespass By-law on hate mitigation and
provide advice based on best practices and public input.

Engage the community and garner input from residents, equity-seeking groups, and
other key community stakeholders on current hate-mitigation policies and strategies.

Produce and present public consultation findings on hate-mitigation policies and
procedures, as well as other broader ideas to combat hate.

In August 2021, 18 recommendations were presented to Council (at the General Issues
Committee-GIC) at the conclusion of Sage Solutions’ work, of which four of the
recommendations were considered out of the jurisdiction of the City.

The 18 recommendations were grouped in the following four themes:

Proactive Leadership included four recommendations, called for the City to take the
lead condemning hate activities and promote positive values, establishing a
well-informed response to stand against hate, resource and implement an action plan to
confront systemic racism, oppression and other forms of discrimination.
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e Centring Communities included seven recommendations, called for collaboration with
community partners and stakeholders to initiate convergent strategies to combat hate,
focus on prevention, increase diverse representation at decision-making tables and
invest in safe community spaces.

e Education and Early Intervention included two recommendations, called for early
education starting from school curriculum on prevention of racism and hate, equity,
diversity, inclusion, justice and belonging, partnership with school boards and
community organization. Invest in placemaking initiatives that encourage diverse
community interactions across groups.

e Regulations and Enforcement included five recommendations, called for standing
against hate beginning on City properties, build a coordinated community reporting
system and collaborate with Police Services.

The Office of Government and Community Relations proposed seven action plans to address
these recommendations.

EDI in Service Delivery

One of the motions from the February 2019 Council meeting referenced above was that an
implementation of the equity, diversity, and inclusion lens begin in the City’s Housing &
Homelessness Strategy and service delivery. To address this, the Housing and Homelessness
Action Plan (HHAP) developed by Housing Services in 2013 was reviewed and revised in 2019
and 2020. According to the 2020 version of HHAP, a formal equity, diversity, and inclusion
framework and Gender Based Analysis Plus (GBA+) are to be developed to ensure they are
effectively meeting the specific needs of the people who need them.

Most of the progress the City of Hamilton has made so far was in response to legislative
requirements. Examples include:

e Accessible transportation (DARTS, transit infrastructure).
e Accessible facilities (park benches, braille in City buildings).

¢ Inclusion programming in Recreation Centers operated by the City.

The Economic Development Action Plan (EDAP) included two actions to address EDI as a
result of recognizing the importance of the contribution of immigrants to economic growth and
the labour force in Hamilton. The Planning and Economic Development Department also
manages the Placemaking Pilot Grant program which encourages community interaction to
embrace EDI.

In addition to the six permanent program areas of funding under the City Enrichment Fund, a
pilot grant program for digital equity was added and aimed to be operationalized in 2023/2024.
In addition, a set of new EDI questions was included in the grant application intake process to
inform grant award decision making.
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Audit Objective

42 The objective of the audit was to assess whether the City has a sound plan and strategy, as
well as the management of tools and resources to support and achieve the EDI goals as stated
in 2018-2022 Council Terms of Priorities, that “equity-seeking communities will feel safe,
supported and have an enhanced sense of belonging through strengthening community
capacity, City responsiveness and creating inclusive engagement opportunities.” At the time of
audit fieldwork, the 2023-2026 Term of Council Priorities had not yet been finalized.

Audit Scope

43 The scope of the audit included reviewing the HR EDI framework, current strategies, project
management activities, roadmap and action plans in both Human Resources and the Office of
Government and Community Relations, and EDI implementation in the City of Hamilton’s
service delivery.

What We Did

44 To address City Council’s February 19, 2019 motion to perform an audit “to establish the
baseline as it relates to City policy, program development, hiring and staff development
practices, service delivery, budgeting, business planning and prioritization by which to measure
progress annually,” the OAG divided the audit into the following areas of focus.

e Internal EDI led by Human Resources Talent & Diversity’s EDI team (HR EDI)
e External (Community) EDI led by Office of Government and Community Relations
e EDI implementation in service delivery for the following areas:

o Children’s and Community Services, Housing Services, Recreation, and Family
Health in the Healthy and Safe Communities Department

o Transit, Parks and Cemeteries in the Public Works Department

o Tourism and Culture, Planning, Small Business and Business Investment in the
Planning and Economic Development Department

o CityHousing Hamilton

45 For these three areas OAG performed the following procedures:
¢ Gained an understanding of the history of EDI efforts in the City.

¢ Gained an understanding of the work completed to-date and in progress on the Internal
and External (Community) EDI implementation as well as what is being done in City
service delivery.
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¢ Reviewed the work and recommendations of consultants, as applicable, in the three
areas.

e Performed relevant testing and review of policies and procedures to verify/validate
progress made to date on EDI implementation.

e Assessed the City’s procedures and structures in place to implement and manage EDI
implementation.

How We Did It

e Reviewed documentation such as strategic and project management plans, policies and
procedures, contracts, RFPs, and Council Reports related to current EDI implementation
efforts.

e Reviewed webpages with information related to EDI implementation including Divisional
webpages regarding services and programs.

e Interviewed relevant staff, including over 60 staff members across the organization in the
three areas, including four current General Managers (GM).

e Reviewed available data, metrics, and performance measures, as applicable.

e Researched EDI literature, websites, and other municipalities’ work.

What the Scope Did Not Include

This audit did not include a review of all service areas in all Departments, a sample of service
areas were selected for review for the audit.

Key Terms

The definitions below were provided by Human Resources Talent & Diversity group from the
Corporate New Employee Orientation (CNEO) Equity, Diversity and Inclusion (EDI) training
available to new employees.

Accessibility - Inclusive practice of ensuring everyone along the continuum of human ability
and experience can acquire the same information, engage in the same interactions, and enjoy
the same services in an equally effective and integrated manner with substantially equivalent
ease of use.

Diversity - A term used to encompass the acceptance and respect of various dimensions such
as race, gender, sexual orientation, ethnicity, socio-economic status, religious beliefs, age,
physical abilities, place of origin, and education.
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Equity - A condition or state of fair, inclusive, and respectful treatment of all people. Equity
does not mean treating people the same without regard for individual differences.

Inclusion - The extent to which diverse members of a group feel valued and respected. It is
often referred to as a sense of belonging.

The definitions below were provided the Office of Government and Community Relations:

Community Engagement - Community engagement refers to a strategic process, intention, or
action with the goal of facilitating interactions, building relationships, and working
collaboratively with identified groups of people, whether they are affiliated by a geographic
location (community of place), a community of similar interest, or a community of affiliation or
identity, to affect positive change.

Public Engagement - Public engagement or public participation is viewed as any intentional
process that involves the public in problem solving or decision-making and uses public input to
inform decisions.

Barrier - A barrier is anything that keeps an individual or group from participating fully in an
activity. A barrier can be visible, invisible, environmental, physical, economic, social, or political.
Barriers prevent full communication, working together, and progress or achievement.

Equity-Seeking Groups - Equity-seeking groups are those that identify barriers to equal
access, opportunities and resources due to disadvantage and actively seek social justice and
reparation.

The definition below is taken from Statistics Canada:

Visible Minority - refers to whether a person is a visible minority or not, as defined by the
Employment Equity Act. The Employment Equity Act defines visible minorities as "persons,
other than Aboriginal peoples, who are non-Caucasian in race or non-white in colour”. The
visible minority population consists mainly of the following groups: South Asian, Chinese,
Black, Filipino, Arab, Latin American, Southeast Asian, West Asian, Korean and Japanese.

Detailed Findings

Governance and Risk Management -
Who is Responsible?

A greater focus on change management at the organizational level is needed to prepare,
equip, and support staff in moving towards embedding EDI in day-to-day work at the City and
in the way the City delivers its services.

Additionally, a formal risk assessment has not been performed for EDI implementation. A risk
assessment helps management identify goals, obstacles, and gaps along the way (risks), and
determine strategy to mitigate the risks. For a long-range project as EDI implementation, it
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would help in determining what the goals are in the short-term and what the goals are for the
long-term, and subsequently how resources can be prioritized to meet these short term and
long-term goals. It can help to realistically assess what can be achieved in the short- term and
how much the City can commit to on an annual basis to help relieve the pressure on the
organization and manage stakeholder expectations throughout this journey.

Further, the City of Hamilton budget process has yet to formally embed EDI considerations in
the budgeting process, nor is there a budget set aside to support embedding EDI in service
delivery. Having said that, some areas have funded or intend to fund an EDI specialist, which is
important. Budgeting with EDI considerations in service delivery would help to address the
issue of equitable provision of services and programs to diverse groups and enable the City to
measure and track the investments it makes in embedding EDI into the City’s service delivery.

Internal EDI

EDI Framework Development

OAG reviewed the work done by Ernst & Young (EY) which informed the EDI Framework being
implemented and the related systemic initiatives. We did find some issues with the deliverables
that pose challenges in the development of the Framework and initiatives.

The cultural assessment survey, on which EY’s assessment of City culture and subsequent
recommendations were based, was not representative of City staff. For example, the 43%
response rate is of those who were sent the survey link via email. There are a large group of
employees without City email addresses. The OAG estimates that the survey responses
represented only 27.5% of the total employees at the time.

From a review of the cultural survey results, it is not clear to the OAG how or whether the tool
rigorously gauged equity or diversity. The only item the OAG noted was a question that asked:
do you think we have a diverse workforce? The survey had more questions regarding day-to-
day general work environment/culture and broadly gauges inclusivity. The OAG finds it to be
similar to the City’s Our People Survey which was sent out four months later.

An Executive Leadership Assessment (ELA) was done with the Senior Leadership Team (SLT)
team at the time. The ELA is a one-on-one consultant-led assessment with SLT members to
provide tailored development plans for areas and ownership for driving behaviour changes
related to EDI. This along with the cultural assessment was meant to be done annually but
were not. These were intended to be measures of progress/impact of our EDI implementation
progress.

Additionally, EY proposed six systemic initiatives which were recommended as part of the
Framework to implement EDI within our organization. The initiatives and key activities are
shown in Figure 3 (Summary of EDI Roadmap):
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Figure 3: Summary of EDI Roadmap

ST ERAGEDIEGGEG ) ELVEE — Summary of Systemic Initiatives

Followingdata collection and analysis from multiple sources — EDI diagnostic survey, Leader Interviews,
Focus Groups, and a Senior Leadership Team Workshop — the following systemic initiatives were
recommended in the EDI Framework

BUSINESS CASE

Create EDI business case to outline the benefits of EDI and how it impacts
business performance and the City's overall objectives

Key Activities:

e Assemble the EDI business case team

® Define the business case

® Implement business plans and set up review cycle

® Communicate business case

COMMUNICATIONS PLAN

Create an organization-wide communications plan that includes an EDI
calendar, campaign and community events

Key Activities:

® Broadcast Leadership’s commitment to EDI

® Create EDI communications campaign strategy

® Create EDI communications calendar

® Spread awareness of EDI learning events

STRUCTURED PERFORMANCE MANAGEMENT

Implement targeted approaches to help retain employees and progress all
employees fairly

Key Activities:

® Assemble performance management and career progression
subcommittee

Enhance performance appraisal process

Create targeted talent development programs

Enhance talent mapping and succession planning

Measure impact

Source: Council Report HUR19019 (b) Appendix B, from September 22, 2021.
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ST EAGRDIGUEG T — Summary of EDI Cultural Behaviours

Following data collection and analysis from multiple sources — EDI diagnostic survey, Leader Interviews,
Focus Groups, and a Senior Leadership Team Workshop — the following EDI cultural behaviours were
recommended in the EDI Framework.

LEADER COMMITMENT

Improve Senior Leadership communication to better cascade priorities to
various levels within the organization

Key Activities:

® Engage team with EDI content

e Define behavioural sprint, implement, reflect and engage, report back
and iterate

INCLUSIVE COLLABORATION
Actively seek out opportunities to involve others and regularly seek
feedback on how to team more inclusively

Key Activities:

® Encourage feedback

® Incorporate the use of inclusive language

® Break down silos

e Define behaviourial sprint, implement, reflect and engage, report back
and iterate

BETTER RECOGNIZE AND PROMOTE EMPLOYEES

Lead with an open-mind to drive more employee recognition

Key Activities:

® [ncrease recognition

® Foster a work environment where varying opinions and ideas are
welcome

® Define behavioural sprint, implement, reflect and engage, report back
and iterate

Source: Council Report HUR19019 (b) Appendix B, from September 22, 2021.
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At a high-level, the six initiatives recommended by EY as well as the EDI Framework (see
Figure 4) are reasonable to move the City towards its objective to implement the EDI
Framework, but they lack specific details on how to operationalize them. There is not much
detail regarding what should specifically be done and to what end for each of the six initiatives.
It is not clear what the short-term objectives are and how, specifically, will these objectives
contribute to addressing equity, diversity, and inclusion at the City of Hamilton.

The EDI Framework sets up an administrative/HR support structure but the path to meaningful,
systematic organizational change is much more difficult to achieve than fulfilling the six
proposed initiatives. HR EDI needs to fill in the details. The somewhat rudimentary nature of
the recommendations (e.g. “create business case”) is also indicative that EDI as a concept
wasl/is not mature at the City of Hamilton.

With the substantive use of consultants in EDI implementation work, the City should be more
directive and/or have more scrutiny of the work of consultants. As it was noted above, one of
the inputs for the EDI Framework was informed by a survey that was not representative of the
City’s staff, and EY provided high-level guidelines but little in the way of details that can be
operationalized, the City of Hamilton should consider how to ensure consultants are providing
us with recommendations that are actionable and whether they will have a lasting impact given
the cost for engaging consultants.

Project Management of EDI Framework Implementation

With respect to project management fundamentals, OAG found there is no fully developed
Project Management Plan (PMP) for the implementation of the EDI Framework. OAG asked HR
EDI staff for a PMP and was provided a Gantt chart, which is a project management tool that
illustrates work completed over a period of time in relation to the time planned for the work. The
chart provided included start and end dates of specific tasks, but it was very rudimentary (e.qg.
no dependencies-one task can only start once another is completed, no project milestones, no
critical path, etc.). Per HR EDI staff, the PMP is a work in progress and still being developed. It
is noted that the Senior Project Manager (SPM) EDI was hired in Q2 2022.

Typically, a Project Management Plan has 5 key items:

Project Charter (Business Objectives & Process Success Criteria)
Project Requirements
Work Breakdown Structure (defines scope in terms of deliverables)

Plan (includes risk, budget, resources, schedule, quality assessment, procurement, etc.)

a r b E

Communications (identifying stakeholders and what information to share, who should
get it, how to distribute, and when to share).

These five items are typically developed in sequential order.

Source: pmi.org
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Though HR EDI is still in early stages of the EDI Framework implementation, work has been
done on several of the initiatives without having a fully developed PMP. This is likely the reason
for the lack of objectives and goals (short- and long-term) related to the EDI Framework
implementation to date (see related Findings below).

Status of EDI Road Map and Implementation to Date

The OAG reviewed and documented HR EDI’s progress to date on the implementation of the
six initiatives noted above to support the EDI Framework.

e A Business Case was written by EY for the City of Hamilton

e The Communication Plan for EDI framework is still in progress. However, there are not
clear objectives and goals of what the Communication Plan will be achieving and what
the communications should be about.

e Structured Performance Management: Some succession planning work has been
proposed but this is still in development. Some draft documents were provided to the
OAG and the succession planning objectives included: “consider diversity of
candidates,” and the end goal of succession planning was to “provide a continuous flow
of diverse talented high potential employees ready to move into key positions.” There
was no information on how “diverse” is defined in this context or what may be
considered adequately “diverse”.

e Leader Commitment: Some short videos have been filmed by the Senior Leadership
Team (SLT), but still need to be edited and finalized. The plan is for the videos to be
included in new employee orientation sessions. SLT Performance Accountability and
Development (PAD) goals include Harvard ManageMentor training completion rates and
Employment Equity survey completion rates.

e Inclusive Collaboration: More EDI (IDEA) training modules are being developed.
There is a proposal for a Leadership Allies group for IDEA work which would include
training leaders on how to have impactful IDEA discussions with their staff.

e Better Recognize and Promote Employees: The HR Organizational Learning &
Development Section has a proposal to create a framework to set minimum guidelines
for employee recognition events. Based on the OAG'’s review of this work, it is not clear
how this will further EDI work for this initiative.

Some of the six components of the framework should work in progression and/or piggy-back off
each other. For example, the first step is a business case which should be the driver for EDI.
The business case should help inform the Communication Plan objectives (why the City is
doing this, why is it important, etc.), which should drive what data the City collects.
Demonstrated ownership drives action plans (and possibly vice versa). Action plans should
also drive the performance measures the City maintains. HR EDI seems to be putting efforts
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towards each component separately and/or independently. As such, it is difficult to track the
true progress of the Framework’s implementation. This also contributes significantly to why the
City does not have meaningful metrics linked to action plans at this time.

66 The work completed to date are steps towards embedding EDI in the organization. However,

because of the lack of specific objectives and goals, there is not a systematic or methodical
approach to this important work.

Figure 4: EDI Framework

EDI Framework

2
S
®
|
-

Hamilton

Source: Report to Council HUR19019 (b) Appendix A, from September 22, 2021
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EDI Steering Committee

The EDI Steering Committee (SC) was formed prior to the creation of the current EDI
Framework. The Steering Committee was approved by Council as proposed in the September
18, 2019 General Issues Committee-GIC report, (HUR19019) to be comprised of
representatives from all departments and across all levels of the organization.

In our view, the EDI Steering Committee that was eventually formed is more of an Advisory
Committee comprised of staff liaisons between the HR EDI team and their respective
Departments/areas. Though they have done some of the work that was originally proposed,
they do not function as a conventional steering committee. The first Steering Committee met in
September 2020 and the members participated in the focus groups EY put together to inform
the subsequent EDI Framework.

A steering committee is meant to be a governing body tasked with overseeing and supporting a
project.

They provide guidance and support to achieve project objectives and goals throughout the term
of the project. This is not the current function of the EDI Steering Committee.

A steering committee usually includes stakeholders and representatives from departments with
a significant stake in the project’s success. For example, in the case of the City, this would
include:

e General Managers as well as heads of Divisions.
e Subject matter experts from Departmental areas already doing EDI work.

e Employees with substantial project management expertise.
This is not the current make up of the EDI Steering Committee.

The original Steering Committee was comprised of 18 members. General Managers (GMs)
were asked to nominate individuals from their Departments to participate in the Steering
Committee. The criteria for nominations were/are:

e Strong performance and high potential in their current role

e Succession planning candidates that would benefit from participation in an
organizational project of this scope

e Viewed as influencers within their current teams/workgroups who can be early adopters
of EDI

e Various and diverse perspectives and lived experiences to enhance the decision
outcomes

Further, nominees had to possess the “Ability to devote the required time to participate in this
initiative, which is anticipated to be approximately two hours of meeting time per month along
with quarterly half day sessions for the next two to three years.”

Page 20 of 41



74

75

76

77

78

79

80

Appendix “A” to Refitagsyb28@%3
Page 21 of 41

The original Committee members included staff from each of the five Departments (Corporate
Services, Healthy and Safe Communities, Planning and Economic Development, Public Works,
and the City Manager’s Office).

At the time of OAG'’s fieldwork there were 15 EDI Steering Committee members (four
Managers, one supervisor, and ten staff). OAG interviewed ten of the members. Of the
members OAG interviewed, many seemed to have been appointed (based on their knowledge)
as a professional development opportunity (later corroborated by GM interviews as well) and
time availability criteria, but few mentioned lived experiences. Some members did
volunteer/ask to participate because they were already doing EDI work in their area and had a
passion for the work. Three of the four criteria above emphasize members who have been
identified in their department as potential leaders rather than lived experiences or
knowledge/work done in EDI.

In our consultations with HR, they felt that it was not necessary for the members to be
knowledgeable about EDI because members of the Steering Committee would receive training.
It was more important that the members be influencers/future leaders that could take the
training they receive and help embed the knowledge in their respective Departments.

These EDI Steering Committee nominations were made before any unconscious bias training
was provided to management and was during the early stages of the City’s Employment Equity
Data collection. The OAG also noted that the City does not collect demographic data on
LGBTQ2SIA+ staff. Of the ten Steering Committee members interviewed, only one confirmed
to OAG they identified as a visible minority.

In our opinion, the established criteria are not the most effective criteria for a committee to help
implement and embed EDI. Criteria for the Committee should be based on what would help best
achieve the objectives and goals of the Committee. Lived experience should have a greater
emphasis and the criteria not just limited to staff member’'s demographic self-identification. A
white male could have a spouse or children that come from the four groups and/or identify as
LGBTQ2SIA+. There should be more inclusive and equitable criteria as well as documentation
as to why someone was nominated. Having individuals with lived experiences involved in EDI
implementation would help embed the cultural and behavior elements needed for success.
There should also be a criterion for individuals already doing EDI work in service areas

(e.g., Paramedics and Public Art have already embedded elements of EDI in the work they are
currently doing.).

Further, the emphasis on succession planning and future leaders is a criterion that could be
seen as a barrier as the City currently does not have (and did not have at that time) succession
plan guidance on how to identify and/or recruit a more diverse pool of candidates for future
leadership.

Regarding the work done to date by the current Steering Committee, a common issue
mentioned during the SC interviews was that the committee seemed to languish for the first
year or so. It took a long time to develop the Terms of Reference (TOR) to understand what
their purpose as a Steering Committee member was. Even now some members still feel there
is a lack of understanding of objectives and purpose amongst some of them.
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This year, Steering Committee members were asked to create individual workplans for
Education (training) and Communication to execute in their departments and/or areas. Some
members mentioned it was not clear what about EDI they should be communicating. The OAG
was provided with two SC workplans as examples to review and saw very disparate
approaches to communications. Some of this was due to the two areas being different and
having unique communication methods (e.g., televisions in common areas vs. email, etc.) but
there was not a cohesive rollout of EDI communications, including messaging. There was no
evidence of any guidance from HR EDI regarding inclusive language or accessibility
considerations in their delivery. This is not surprising as the Communication Plan as part of the
EDI Framework implementation has not been finalized.

One of the risks with this disparate approach to EDI communications is communication fatigue
and communications are perceived as performative (emails about holidays and events) and not
cohesive and substantial. By the time the City of Hamilton has more substantial
communications, people may not take notice.

Also mentioned by some Steering Committee members was the feeling there is not full support
by all levels of management within their Department and/or Division and they feel lost as to
how to go about working within their Division to support EDI efforts. The Steering Committee
members have been questioned as to the value and purpose of what they are doing for the
time spent. This is likely a result of the overall lack of objectives and goals for the Committee as
well as the function being more of a group of advisory liaisons for their respective areas without
enough reach for other Divisions and their entire Department.

The current structure and strategy for the EDI Steering Committee is not conducive to creating
substantial change to embed EDI in the organization.

Data Collection and Performance Measurement

The Employment Equity Survey (EES) was launched in January 2020. Through the
Employment Equity Survey (EES), staff (including new hires) and applicants are asked if they
self-identify as a Woman, Aboriginal (Indigenous), Visible Minority/Racialized, or Person with a
Disability. The data collected follows demographic data collection requirements per the
Employment Equity Act for federal and federally regulated organizations. The requirement does
not apply to the City (The City is not a federal or federally regulated organization). However,
HR EDI started to use this requirement and follow the guidance as a basis to start collecting
some Employment Equity data. Also, as noted below, the City’s PeopleSoft system was
already configured for this.

In reviewing the process, we found that the data collected is very basic and the survey
response options are limited. For example, it does not offer individuals an option to self-identify
as a member of the LGBTQ2SIA+ community. According to HR EDI, they are currently limited
in what they can collect regarding demographics as there are system limitations as to what
data can be stored in the PeopleSoft HR system. The collection of the four demographic
groups was done because PeopleSoft was already set up for it. Any additional data collection
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or storage would require additional modules or further customization in the existing system.

Additional modules and customizations would require a funding source/budget.

The EES data was collected to inform the metrics that track if City of Hamilton staff and job
applicants are reflective of the community they serve. To date, HR EDI staff has simply
periodically reported the collected data with the data available from the 2016 Census on
Hamilton Labour Market Availability (LMA) and the Canadian LMA to show progress towards
being reflective of the community. The survey results have been reported to Council regularly,
with the most recent report provided on November 30, 2022 as Appendix B with HR’s report
HUR19019 (c). The OAG has also included the 2021 Census Data for informational purposes
below (Figure 5, “Demographic Category”) and again later on in the report (Figure 6), as there
have been changes between the 2016 and 2021 census data.

Figure 5: Demographic Category

Employment Equity Data Self-ldentifies as
Aboriginal/ \./ISIb.Ie Person with a
Woman Indigenous Minority/ Disabilit
& Racialized ¥
City of Hamilton Staff Survey o o 0 o
(ACTIVE RESPONDENTS (2022) 47.7% 2:2% 12.4% >:5%
City of Hamilton Applicant Pool o o 0 o
(2022 YTD October 31, 2022) >44% 2.1% 29.6% 4.2%
City of Hamilton New Hires o o 0 o
(2022 YTD October 31, 2022) 81.7% 2.0% 27.4% >-6%
Statistics Canada Census Data Self-ldentifies as
. Visible )
woman | 8| oty | P
& Racialized ¥
Hamilton Population (2016)** 51.1% 2.3% 19.0% 29.1%*
Hamilton LMA (2016)** 48.3% 2.0% 17.6% n/a
Canada LMA (2016)*** 48.2% 4.0% 21.3% 9.1%"*

** Based on total population, including children and others not seeking work.
***Refers to the number of people in the workforce from which employer can hire.
+Disability data is from 2017 Canadian Survey on Disability

Source: Report to Council HUR19019 (c) Appendix B, from November 30, 2022.

Demographic Category

Hamilton, 2021

Canada 2021

Total Population

Population 15+ in
Labour Force

Total Population

Population 15+ in
Labour Force

Women 50.8% 48.0% 50.6% 47.9%
Indigenous 2.2% 2.1% 5.0% 4.2%
Visible Minority 25.1% 24.7% 26.5% 27.2%
Persons w/a Disability 39.1% 35.8% 35.7% 33.6%

Source: Data is derived from custom tabulations of Statistic Canada’s 2021 Census obtained by the City of Hamilton as a
consortium member of the Canadian Community Economic Development Network (CCEDNet) Community Data Program.
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Additionally, the legislative guidance for the Employment Equity Act recommends an 80%
return and response rate (even if the response is “choose not to answer”). The City’s overall
response rate as of the end of fieldwork (June 2023) was around 61%. Also, the City of
Hamilton has not reached the 80% response rate in all Departments. The Departments that
have not yet met this are Healthy & Safe Communities and Public Works. These are the two
largest Departments with a high percentage of staff that historically have not had a work email
address. According to HR EDI staff, in addition to challenges relating to having staff without a
work email address access and having the time to take the survey (either through an email link
sent to a personal email address or paper surveys), another struggle is that some staff included
in the overall headcount may be on leave and cannot be contacted to take the survey.

Because the City has not achieved the minimum 80% response and return rate in all
Departments, the data is not used to inform any EDI actions or plans (e.g., regarding staff
diversity).

There has been significant progress made in recent months, within Departments, to achieve
the 80% response and return rate and that is due to the combined efforts of HR EDI staff and
Department management.

HR EDI staff did provide some reports that they are in the early stages of developing and
validating that would capture some additional information such as salary, promotions, and
terminations, but even these reports are based on the four demographic groups data collected
from the EES. So, the same issues would apply (no LGBTQ2SIA+ data and return and
response rate).

In our view, utilizing EES data to gauge if the City is making progress towards having City staff
being more reflective of the community falls short of what is needed. A more fulsome and
nuanced approach is needed. There is other information that should be reviewed (such as exit
demographic information, information from exit interviews-qualitative data, positions held,
promotions, etc.).

This goal could be better-defined and have more specific, tailored objectives. For example, is
the goal to be reflective of the community the City serves considered to be met if the
percentages are reached but women, visible minority/racialized, Aboriginal (Indigenous), and
persons with disabilities are in lower-level positions and not represented at leadership levels?
This is a policy issue and would ultimately be a Council decision.

There are some departments that have met the 80% return and response rate. For these
departments, the metrics collected via the EES are not yet used at the department level to
consider changes (as needed) to address the diversity of their workforce. Currently, HR EDI
has not analyzed the demographics in each Department against the Hamilton and Canadian
LMA data and has not reported to Council on it. Work has yet to be done to develop plans
linked to the use of the data provided. Demographic make-up goals should be department
specific and linked to strategies and/or service needs.

Without rigorous and reliable data collection, the City will not be able to develop performance
measures to inform the City’s progress towards its goals. As part of the work relating to the
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creation of the EDI Framework, EY provided HR with recommendations for an EDI Dashboard.
Included were legally and culturally accepted demographic data collection questions and
“Commonly Tracked EDI Metrics”. This information should help guide improvements to the
City’s data collection and metrics tracking.

HR EDI’s resource challenges regarding data collection are not only the PeopleSoft HR system
limitations. Currently, HR EDI’s core team is made up of a Senior Project Manager EDI and EDI
Human Resources Business Partner (there is also a Training Coordinator position open as
well), but another key resource would be a data analyst. The data and metrics component for
EDI is very important and should be developed in conjunction with rolling out action plans or
initiatives on what data can be collected and how it is collected can be considered. It will almost
be impossible for data collection and analysis to be successful without data analyst capabilities
being assigned to this work.

Because of the City’s limited data collection, the organization does not have meaningful
performance measures for the implementation of the EDI Framework. As noted above, the data
the City collects is not linked to action plans. Because the EDI Framework is not fully
implemented in the organization the City is far from establishing performance measures. The
data and metrics the City currently collects and reviews does not inform anything about the
City’s EDI efforts or potential barriers to employment and/or promotions.

Other Considerations for Internal EDI implementation

EDI Resources

Another item that was part of Council’'s February 19, 2019 motion was to have the “Equity,
Diversity & Inclusion toolkit (Handbook)” that was “developed to support existing work by staff,
be reviewed, edited and revised as required following consultations with internal and external
stakeholders and made available as a resource to City staff and the community.” Although a
handbook was developed, according to the HR Team, it will not be rolled out as a resource.
According to HR, there were concerns with the EDI Handbook - it was produced by a
consultant that a former Mayor’s Office engaged, so HR EDI does not own the document and
cannot make the required revisions to bring it into alignment with the Framework.

Currently, there is nothing to replace the “Handbook”. Originally, and per the Council motion,
the intention was to revise it to bring it in alignment with the EDI Framework. As part of EY’s
work to develop the EDI Framework and implementation they provided recommendations on
how to do this. The revisions were not made, and the Handbook was never rolled out.

Per HR EDI staff, the newly launched (July 2023) IDEA Landing Page will be a resource for
IDEA (Inclusion, Diversity, Equity, Accessibility) information for all employees. HR plans for the
site to be updated regularly with new training, resources, tools, and communication as they
become available. As of July 25, 2023, the resources and tools were limited (the few resources
included Steering Committee page with a list of members, EDI Framework graphic, new IDEA
logo, calendar of EDI events, etc.). Further, the IDEA Landing Page was launched before being
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fully developed as a resource. Since it is a HOWI landing page (accessed by employee login
only), it is not intended to be a community resource. The original Handbook was intended to be
both a City staff and community resource. So, there is still no community resource. Also, as of
the launch date, OAG did not see any announcement of the launch of the IDEA Landing Page
for staff to be aware of it.

Though the page is still being developed and more updates are to come, there is a risk
associated with an undeveloped resource. Staff may not see it as a useful resource and may
not come back to it if it is perpetually in development.

EDI in Recruiting

OAG observed that the City has done limited targeted recruiting. In the November 30, 2022
report to GIC, HUR19019 (c), HR outlined efforts undertaken to help increase the number of
Persons with Disabilities as they identified this as an area where the City is still lagging per the
EES data. Their efforts are significant and should be acknowledged. However, the City of
Hamilton is also still below the LMA for Hamilton and Canada for Visible Minority/Racialized
staff. HR has also done some targeted recruiting related to Indigenous/Aboriginal populations,
but with the percentage of staff at 2.2% and Hamilton LMA at 2.0% and Canadian LMA at
2.3%, City staff demographics for this group is tracking closely to the community. The
percentage of women on staff (47.7%) were tracking very close to the Hamilton and Canadian
LMA of 48% as well. Refer to Figure 5 for full details.

In the above report, HR acknowledged that the City of Hamilton is still behind in Visible
Minority/Racialized demographic by saying “While our current employee population of Visible
Minority/Racialized staff are still below the Labour Market Availability, our applicant and new
hire data indicates that we are attracting candidates and hiring above the levels indicated by
the Labour Market Availability.” However, the City is not currently reporting on the EES data of
staff that are leaving the City so the new hire applicant data alone does not give the complete
picture (and new hire data is also included in current staff data) of what progress is being made
regarding Visible Minority/Racialized staff.

OAG obtained the 2021 Census data for the EES demographic groups from Children and
Community Services staff (see Figure 5). OAG noted the biggest change in the Hamilton and
Canada LMA has been in the Visible Minority/Racialized LMA. The Hamilton LMA increased
from 17.6% (in 2016) to 24.7%. The Canadian LMA, increased from 21.3 % (in 2016) to 27.2%.
The City is already behind for this group in staff representation.

The 9.1% Persons with a Disability for Canadian LMA as reported in the HUR19019 (c)
Appendix B, from November 30, 2022 (see Figure 5) comes from the 2017 Canadian Survey
on Disability (CSD) and is not from the 2016 Census data (as it was labeled in the report). The
Statistics Canada Census data does collect Persons with a Disability LMA, but the criteria may
be broader than the CSD. The CSD was conducted again in 2022 but this data has yet to be
released. The numbers in OAG’s Figure 6 are from the 2021 Statistics Canada Census data.
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Demographic Category

Hamilton, 2021

Canada 2021

Total Population

Population 15+ in
Labour Force

Total Population

Population 15+
in Labour Force

Women

50.8%

48.0%

50.6%

47.9%

Indigenous

2.2%

2.1%

5.0%

4.2%

Visible Minority

25.1%

24.7%

26.5%

27.2%

Persons w/a Disability

39.1%

35.8%

35.7%

33.6%

Source:

Data is derived from custom tabulations of Statistic Canada’s 2021 Census obtained by the City of Hamilton as a consortium

member of the Canadian Community Economic Development Network (CCEDNet) Community Data Program.

When HR last reported the data to GIC in November 2022 (see Figure 5) the 2021 Census
data was not published and has only recently become available. HR plans to report to GIC with

HR management stated they do not undertake targeted recruitment for visible/racialized
minorities. However, OAG believes there is room to take a more inclusive approach to

For example, the OAG was provided with a spreadsheet by the HR Director Talent & Diversity
of their “Diversity Recruitment Resources” which contained a list of various job posting sites.
OAG looked at each of the resources listed with websites and found one City of Hamilton
position on an Indigenous job board and it was for the Director of Indigenous Relations for the
City of Hamilton. This was not targeted recruiting to increase Indigenous staff within the City
overall, this was targeted recruiting to attract a pool of Indigenous candidates for the
Indigenous Relations position. This is understandable, but in contrast, right above it, McMaster
University had a posting for a position for their Associate Vice President and Chief Financial

OAG also checked the PinkJobs.com website listed in their file. The website is a free diversity
and inclusion focused job board that serves North America (including Canada), Australia, and
Europe. Pink Jobs is headquartered in Manchester, United Kingdom, but employers in Canada
can list unlimited job postings for both full-time and part-time roles on Pink Jobs and view
candidate resumes.” Pink Jobs was originally created over 10 years ago to list LGBT friendly
roles and has grown to focus all aspects of diversity and inclusion. There did not appear to be

any City of Hamilton jobs on the website. OAG noted that the Region of Peel and the City of

106
the 2021 Census data in Q4 of 2023.
107
recruiting.
108
Officer.
109
Toronto had posted several jobs.
110

Though there is a cost associated with some of these sites, several listed were free. HR Talent
& Diversity should take a more inclusive approach to recruiting if the City’s stated goal is to

have City staff be more reflective of the community it serves. In addition to helping with
recruiting a diverse staff, it also sends a message to job seekers that the City of Hamilton is an
inclusive employer.
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EDI in Corporate Policies

OAG found that HR EDI have yet to meet with the Corporate Policy Review Group (PRG) to
discuss how the group can incorporate the EDI Framework into their policy review process.
This is a part of the HR Strategic Plan. Per one of the co-chairs of the PRG, the HR EDI team
have not been able to attend their meetings and they are scheduled to meet in the Fall of 2023.
After fieldwork on this audit was completed, OAG confirmed that in late September 2023, HR
EDI met with the PRG and presented “Embedding IDEA into Policy Guide” and requested
feedback.

EDI Champions

In general, the OAG finds that the City has a top-down approach for EDI implementation and
communications. SLT and management have been the initial focus for training with the Harvard
ManageMentor. In their September 18, 2019 GIC report on the EDI Framework (HUR19019),
HR recommended that the City Manager “be identified as the Diversity and Inclusion Champion
for the City of Hamilton.” As noted above, videos of SLT speaking about EDI have been
recorded with the intention they will be included in new employee training.

In the 2021 Our People Survey, one of the Bottom 5 drivers for staff were the
availability/accessibility of Senior Leadership and Two-Way Communication. From the OAG’s
interviews with GMs and the City Manager, they all seem genuinely supportive of EDI work.
However, if staff see SLT as inaccessible and two-way communication is lacking between
themselves and supervisors, the top-down approach may seem superficial or they may not feel
they are being heard. If most of the diversity of the City’s workforce is at the staff level, this
approach by itself, may not work.

As noted in the Community and Service Delivery EDI work below, despite a lack of a
governance structure and overall strategy, there is a lot of good work on EDI being done thanks
to the dedicated and knowledgeable staff at the City. Many staff have education, training, and
work experience working with equity, diversity, and inclusion challenges. They should be the
champions. The SLT and City Manager should champion the work of these particular
individuals in their newsletters and videos in addition to speaking broadly about their own
commitment to EDI. This sets up a two-way communication flow regarding EDI efforts and
commitment in the City.

Use of the Term “EDI lens”

The term “lens” is still being used in EDI discussions despite EY’s recommendation (and HR
EDI’s agreement) to not use it. It is not clear that this information and the reason was shared
with City staff. This was included as a recommendation for revisions to the Handbook that were
part of EY’s work related to the development of the EDI Framework. Since the Handbook was
never revised, there has been no direction on alternative ways to express this.
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Community EDI

The Office of Government and Community Relations (OGCR) was leading the City’s public
engagement efforts at the time of the audit. In a broad sense, public engagement should
include leading and supporting citizen advisory committees, working with community partners
and engaging the public in resolving prominent issues and seeking feedback in the way the
City operates, etc. Among many benefits of public engagement are: enhanced understanding
of public interests, concerns and priorities, and public engagement helps build resident’s trust
and confidence in City government.

Community relations work supporting and overseeing community groups and volunteer
advisory committees is an important component of EDI efforts at the City. The OAG did not
locate a framework or a clearly documented objective of what is to be achieved in working with
community groups and volunteer advisory committees. We noted work with these groups tends
to be issue driven. Further, each community group and volunteer advisory committee has its
own agenda and mandate. Per the OGCR, there are 21 citizen advisory committees at the City,
five are supported and overseen by the Office of Government and Community Relations. Other
groups are either supported by the Community Strategies (formerly Community Initiatives) team
in Healthy and Safe Communities or other departments across the Corporation. As the
activities of many of the volunteer advisory committees in the City will be undergoing a review,
we feel the review should consider finding a common objective or goal, as well as an
executable strategy to lead the volunteer advisory committees, and a consistent methodology
to monitor the progress of their work. This approach would reduce the amount of work imposed
on the team who leads and supports these groups and enable reportable results.

Regular communication with public is one way to keep public informed of what is going on.
From a public trust point of view, the OAG finds that the City could have done better in
communicating with the public for some of the commitments that were made. On February 27,
2019, Council approved a motion that included seven actions the City was to take to address
EDI. The motion was made public in a Media Release the next day. However, we confirmed
some of the seven actions did not happen (e.g., an EDI Summit). In addition, terms such as
“‘Mayor’s Roundtable on Diversity and Inclusion” and “Diversity Advisory Committee” appeared
in a Council report, which is public information. Staff confirmed that the Mayor’s Roundtable
and Diversity Advisory Committee either was never formed or was deferred. We were unable to
locate any information with regards to if there was an explanation or discussion with the public
on the commitment not being fulfilled.

Upkeeping the commitments that the City made and being transparent in everything the City
does is key to maintain the trust and confidence of residents. When a commitment made
cannot be achieved, it is a good strategy to provide an explanation to the public on why the
commitment was not kept.

Sage Solutions consultants previously made 18 recommendations on anti-hate and
discrimination mitigation strategies. The majority of these recommendations are very high-level
and will require a collaborative approach across the organization and with community
stakeholders. The OGCR team alone is simply not able to address all of them. From the OAG’s
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point of view, no single Division can effectively mitigate hate and discrimination without actions
across the organization. Examples of these recommendations are:

e Accelerate decisive and well-informed City responses to stand against hate.
e Incorporate more diverse representation at decision-making table.

e Invest in more safe community spaces.

The OGCR developed an action plan in December 2021 that outlined seven actions to be taken
in two phases. As four of the seven actions are recurring in nature, even though the actions to
date can be considered completed, these efforts should continue. Examples of such ongoing
efforts include engaging with stakeholders and advocating to higher levels of government. Due
to lack of oversight authority, the team can only address those recommendations within their
control.

For the value of the consulting work to be fully achieved, and for the hate mitigation and anti-
racism strategy to be effective, collaborative actions are required from other City Divisions and
community partners. When the recommendations are not acted upon, the money spent on
hiring a consultant has not achieved its intended value.

We noted some of the work under this Office are similar in nature to those in other areas, for
example the Urban Indigenous Strategy (UIS) implementation under Indigenous Relations
Section and the Community Safety and Well-being Plan implementation with the Community
Strategies Section. OAG believes it is important to review and streamline the work in these
areas to avoid redundancy, and to create synergies and maximize the amount of progress that
can be achieved with existing resources.

The Outstanding Business List (OBL) is maintained by the Office of the City Clerk to ensure
Council directions are recorded as formal Council business, and when Council directions have
been fulfilled, ensure they are reported back to Council. The current process is that only items
specifically requiring a report back to Council are placed on the OBL. While the 2019 Council-
approved motion (Council Minutes 19-004, Iltem 7(b)) on EDI implementation contained seven
actions, only two of the actions (steps to implement EDI and EDI framework) were required to
report back to Council. The remaining actions were not required to report back (per the
approved motion), therefore never made it on to the OBL. As a result, there was no regular
Council or staff line of sight on these other action items.

These six actions were:

e Housing - That implementation of the equity, diversity and inclusion lens begin in the
City’s Housing & Homelessness Strategy and service delivery;

e EDI Toolkit - That the attached draft Equity, Diversity & Inclusion toolkit, developed to
support existing work by staff, be reviewed, edited, and revised as required following
consultations with internal and external stakeholders and made available as a resource
to City staff and the community;
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e EDI Summit - That the City Manager, in partnership with the various Volunteer Advisory
Committees representing equity seeking groups, be directed to plan and execute an
Equity, Diversity and Inclusion Summit through which members of Council and the public
can hear directly from subject matter experts and the community on equity practices and
how an equity, diversity and inclusion lens could be integrated and incorporated into
public policy and service delivery;

e EDI Summit Budget - That the costs associated with the Hamilton Equity, Diversity and
Inclusion Summit be funded from the Mayor’s Office, up to a maximum of $5,000;

e Participating upper-level government EDI initiatives - That as part of ongoing efforts
to develop and advance the equity, diversity and inclusion analysis, staff participate in
relevant, Provincial and Federal equity, diversity and inclusion related initiatives; and

e Audit of EDI - That the City’s Internal Audit services conduct an Equity, Diversity and
Inclusion (EDI) Audit, city-system wide, to establish the baseline as it relates to City
policy, program development, hiring and staff development practices, service delivery,
budgeting, business planning and prioritization by which to measure progress annually.

The OAG notes that an EDI Audit was included on the 2019-2022 Term of Council Audit Work
Plan (AUD19007) that was approved by Council in September 2019, subsequent to the motion.

Overall, the lack of tracking of these items could expose the City to significant reputational risk
regarding items that were ultimately not tracked and actioned. It could also call into question
how serious the City is with regards to implementing EDI.

EDI Implementation in Service Delivery

OAG concluded EDI has not been fully embedded in service delivery business processes at the
City of Hamilton, nor has there been an adequate project management plan or governance
structure in place to enable consistent implementation across the organization. However, that
does not mean that there are not EDI efforts underway at the City of Hamilton. Currently, in
some service areas accessibility and inclusion concepts and principles are being applied during
service planning and delivery. Primarily these efforts are to meet various compliance
requirements for that particular service area or due to Council direction. Examples we noted
are accessibility in transit services and inclusion programming in recreation centres owned and
operated by the City.

We found that the City’s current EDI work tends to be reactive to legislation requirements.
Accessibility, one element of EDI or IDEA, has been implemented in all areas Accessibility for
Ontarians with Disabilities Act (AODA) governs. City buses and bus-stops, parks and recreation
centers and city facilities have been made accessible. Under Council direction, an inclusion
program was developed and implemented in City owned recreation centers to support people
with disabilities. The City as a whole strives to be in full compliance with AODA by 2025.

The audit did not review every service or program provided by the City. The ones that were
selected for review were primarily outward facing services provided to general public by

Page 31 of 41



131

132

133

134

135

136

Appendix “A” to Refitags 0628253
Page 32 of 41

departments/boards: CityHousing Hamilton, Healthy and Safe Communities, Planning and
Economic Development and Public Works. There were some limitations of information available
due to many staff changes and regular webpage renewal and updating.

The methodology utilized in reviewing EDI in service delivery included interviews with frontline
staff of the selected areas, research of department / division websites regarding services and
programs, and review of policies and procedures for delivering services. To ensure
consistency, we developed a standard set of questions, and adapted them as needed. We also
interviewed four General Managers of these departments to gain an understanding of how
senior management is directing EDI implementation in their own areas.

Current State

For the services selected for review by the OAG in this audit, and based on the available
information, we were unable to locate a framework, nor a high-level plan or overall strategy that
provides corporate standards for the implementation of EDI at the individual service delivery
level. This situation ties back to the need for an governance structure to provide directions,
strategies and oversee the implementation.

No business area has a budget set aside for EDI implementation. Interviews with senior
management of Corporate Services confirmed our view that the City’s current budgeting
processes does not have specific considerations for equity.

Based on the interviews with over 40 staff members from all departments, and our research of
their services, EDI has not been formally embedded in business processes. However, as a
starting point, some areas have recruited an EDI specialist such as Children Services, but
actual EDI work is yet to be developed, while in other areas EDI work is less advanced. Other
areas have included EDI in their action plans such as the 2021-2025 Economic Development
Action Plan.

Most staff we interviewed were passionate about EDI and expressed a strong desire to do
more, but they were unclear where to start and what to do. A strong message we received is
there is a need for Corporate direction, standards, and guidelines. This need is not only
because there is a shortage of experience and skill in implementing EDI, but also because
consistency in service delivery across the organization is almost impossible without an
established governance structure.

Below is a summary of the OAG'’s findings of EDI efforts in each City Department. A sample of
programs and services were selected for review to determine whether EDI has been or is
planned to be embedded in each Department.
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Planning and Economic Development Department (PED)

Divisions with the following services were selected for review. Sustainable Community
Planning, Commercial and Small Businesses, Business Development and Immigration
Partnership, Heritage Resources, Cultural Development, Placemaking and Public Art.

We found that being in compliance with AODA requirements is one of the key considerations in
planning for services in the Planning and Economic Development Department. Some informal
EDI considerations were applied in public consultation meetings held by the Department;
however, there were no policies or procedures that speak to embedding EDI in the service
planning and delivery process.

The Economic Development Action Plan 2021-2025 is the guiding document for the City’s
Economic Development Division, as well as for Hamilton business communities. The Plan
recognizes the importance of EDI in Hamilton’s economic growth and the contribution of
immigrants to the local labour force and have included two actions to address EDI in the Action
Plan.

The Placemaking Grant Pilot Program started in 2021, and through 2023 aimed to enliven
public spaces in Hamilton. The Program awarded 13 projects in 2021, of which 3 projects were
either led by community groups or designed with inclusivity being considered. The Art Sector
Review Panel and Final Jury for Hamilton Arts Awards included people from EDI backgrounds.
PED staff did note there is a shortage of EDI knowledge and experience in PED staff. To
support Indigenous heritage, Civic Museums have co-funded a contract employee, an
Indigenous Specialist, with the Indigenous Relations Section in the Healthy and Safe
Communities Department.

Public Works Department

Two divisions were selected for review: Transit, and Parks, Open Spaces and Cemeteries.

The priority has been to ensure City properties and facilities such as parks, buses and bus
stops are in full compliance with AODA accessibility requirements.

In addition to the existing DARTS service, EDI is newly built into the six principles that will
guide the work of Transit however neither a strategy nor action plans are fully developed to
embed EDI into Transit service delivery.

The six principles of the Transit Division are: 1. Customer experience is at the heart of what we
do; 2. We honor equity, diversity and inclusion; 3. We deliver on our promises; 4. We connect,
innovate and go forward; 5. We engage with our employees to improve customer experience;
6. We make a positive impact on communities, environment and economy. Management has
played a strong role in advocating and embracing diversity and reducing hate and
discrimination incidents on City of Hamilton Transit.
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Other items noted by Public Works included: training of staff who work on different shifts and
different locations within a 7-day operation has been challenging. For parks and open spaces,
with the existing budget, staff tried to apply EDI on items such as arm rests on benches to help
getting up; wheelchair accessible swings and picnic tables; rubber surfaces for play structures;
wayfinding signage on trails, focusing on pictographs, etc. in a limited number of parks and
open spaces. For Cemeteries, burial supports for special income and a variety of interment
options are offered. There is no budget for items such as universal washrooms on City
properties to accommodate the diverse needs of the community.

Healthy and Safe Communities Department

The following services in Healthy and Safe Communities Department were selected for review:
Indigenous Relations, Community Initiatives (how Community Strategy), Health Equity (Public
Health Services), Children Services/Early Years, and Housing Services as well as Recreation.

The implementation of the Community Safety and Well Being Plan (CSWBP) and the Urban
Indigenous Strategy (UIS) resides with two teams in the Healthy and Safe Communities
Department: Community Strategy, Indigenous Relations. It appears there was some
overlapping work with that of the Office of Government and Community relations. There is a
need to review the location of the work within the organization and streamline the work as part
of reviewing governance of EDI in the organization.

Both CSWBP and UIS are corporate initiatives requiring collaboration across the organization.
The two teams do not appear to have the oversight authority needed to fully and successfully
implement these initiatives.

In Recreation, an Inclusion Program is in place to accommodate persons with disabilities in City
operated/owned recreation centres to comply with AODA requirements as well as Council
direction. Fee subsidy is available for low-income families to access the City’s recreation
facilities. Universal changerooms and recreation program brochures in languages other than
English are available.

Public Health Services’ Health Equity Plan was in the development stage at the time of our
fieldwork. The plan is required under Health Equity Guidelines, 2018. Barriers were identified in
current recruitment processes in attracting racialized and Indigenous applicants to Public
Health Services.

An Equity Specialist has been recruited and will be a shared resource in the Children and
Community Services Division for equitable service delivery. However, strategy and action plans
are yet to be developed. The OAG was told that inclusive measures supporting families and
children with special needs are in compliance with Child Care and Early Years Act, 2014.

The Housing and Homeless Action Plan (HHAP) was developed in 2013 and reviewed and
revised in both 2019 and 2020. The 2020 version of the Action Plan stated “The HHAP will
always be implemented through a person-centred approach to equity that acknowledges the
unigue needs of each individual...” Housing Services is currently in the process of developing
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an EDI framework for the housing system, which will require corporate guidelines and support
to ensure consistency with Corporate EDI Framework.

CityHousing Hamilton

The mission of CityHousing Hamilton is to “provide affordable housing that is safe, well
maintained, cost effective and that supports the diverse needs of our many communities.”

The 2023-2027 Strategic Plan of CityHousing Hamilton included two action plans to implement
EDI, of which the first one is to recruit an Equity Specialist. Per the Strategic Plan, CityHousing
is to first undertake a tenant need assessment and perform analysis which would serve as the
starting point of EDI strategy. The Equity Specialist is yet to be recruited to develop the strategy
and lead the work of EDI implementation.

Overall Analysis of EDI at the City of Hamilton

Implementing a City-wide EDI plan requires a solid foundation consisting of a governance
structure, communications, planning, clear objectives, strategies, and metrics. The leadership
and staff OAG spoke with are committed to embedding EDI in the organization, in the work
they do, and in the services they provide to the community. However, the City of Hamilton
needs a more robust foundation in the form of such elements as governance structure, project
plans, risk management tools, performance measures and benchmarks, defined objectives,
and detailed strategies.

We have noted a lack of governance in several sections of this report, in particular, there is not
an overall strategy or oversight body for implementing Community EDI and embedding it in all
service delivery. The current EDI Framework being implemented by HR EDI only addresses
EDI within the organization, primarily as an employer. Much of the service delivery related EDI
work to date has been driven by or has been implemented in reaction to legislation (e.g. AODA
requirements). There is no systematic framework for implementing EDI principles across the
entire organization in service delivery. To do so, resources and a high degree of collaboration
across the organization would need to occur.

In addition, what staff have implemented or applied with respect to EDI in delivering services to
residents and business (where it exists) is fragmented. Each area is doing what they believe is
right. However, there is no leveraging of synergies or communication amongst them to
standardize EDI language, utilize common approaches, achieve efficiencies, and avoid
duplication of efforts and/or costs. Corporate support is needed for EDI development and
implementation in both Community EDI work and in City service delivery to ensure they are
consistent with a Corporate framework and expectations. The City as a whole, in all areas,
should be sending a consistent message and have a consistent approach.

In our view, EDI implementation in all three areas will require more than a framework to be
effectively embedded in the organization. “HR Diversity initiatives should address three levels
of organizational change: structural, cultural, and behavioral.”t. Governance structures,
frameworks, succession plans, etc. are the structural elements but culture and behavioral
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change is also required. For example, equitable hiring practices, performance evaluations, and
advancement policies and plans may remove barriers to the participation of women, Visible
Minorities/Racialized people, Indigenous/Aboriginal people, and Persons with Disabilities but if
the City’s culture does not support their hiring and advancement, EDI principles will not be
achieved or embedded in the organization. To this end, the training being rolled out by HR EDI
is helpful but in and of itself will not change the culture. In our opinion, much more than a top-
down approach is needed.

1 Holvino, Ferdman, Merrill-Sands, Creating and sustaining Diversity and Inclusion in Organization: Strategies and approaches.

In addition, when consultants are relied upon to provide advice and make recommendations,
the City should more rigorously review the consultant’s deliverables and their
recommendations. Consultant recommendations should be suited specifically for the City of
Hamilton’s needs and be actionable (e.g. sufficiently detailed on how to operationalize and/or
identify who will be responsible) instead of being generic to municipalities or organizations in
general.

Keeping commitments made to the public is also important to enable and maintain public
confidence in the City. Unrealistic assessment of resources (people, systems, time
commitments, etc.) and efforts regarding what may be needed to embed EDI in the
organization may lead to unrealistic commitments being made, which may result in the
City and/or Council not being able to keep its commitments. When this happens,
communication with public on what is going on is required to demonstrate the City’s
seriousness about its commitment to Equity, Diversity, and Inclusion. Without this
fundamental piece, the successful implementation of EDI in the organization is at risk.

As part of EY’s report to the City regarding the EDI Framework, they performed an assessment
of the current state of EDI within the City. Using a maturity model that shows increasing levels of
proficiency with regard to the extent to which EDI is embedded within an organization, the City
was in the early stages of EDI maturity (Figure 7).
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LEVEL 1 LEVEL 2 LEVEL 3 LEVEL 4 LEVEL 5
We are all the Jie encoutane EDI is part of EDI is who we are,
everyone to be :
same everything we do not what we do
themselves
What issues People can be We have one We know where We're very focused We can articulate the ROI
are you judgemental size fits all the barriers to on EDI but it is not of our investment and
tackling? about cultural approach progression are yet a part of our we want to do more to
E differences everyday culture evidence non financial
We struggle to We tend to focus value to a broad set of
Our workforce is | identify the gaps | on traditional We have clear stakeholder
disillusioned and set targets interventions accountability,
, , that don't tackle but not everyone We want to use our
Don’t have the We don't know | the barriers contributes progress to influence
right EDI data how to startthe | gsystemically others and change the
conversation Struggle to manage | world
, We have a strategy | this against other
We don't have but it isn't followed | strategic priorities
leadership through
commitment
What is the ® Focus policy ® Collect ® Strategy in ® |eadership are ® Cultural evolution
business only on limited place with accountable is core to business
I regulatory diversity data leadership strategy
9 requirements (gender, age commitment, ® Can demonstrate
and ethnicity) but limited progress against | ® Progress and evolution
but don't follow through objectives is evaluated and
proactively . lessons learned are fed
analyse ® |nterventions ® Collect diversity back into every part of
in place but not and EX data the business
always targeted that shapes the
or prioritized approach ® All employees are
empowered to
® Bias awareness | ® Business case influence
for diversity is
® Limited metrics part of strategic ® Dedicated budget and
& tracking and operational clear ROI
activities
® Networks and
groups drive
change
What is the ® High attrition, ® ‘Don't ask, ® Positive impact | ® Better ® Higher profit margins
impact? absenteeism don't tell’ on productivity engagement
culture stifles scores ® Employees are
® Employees team spirit ® Employees passionate brand
are cynical and creativity feel valued and | ® Senior ambassadors
mistrustful of teams perform management is
leadership ® Employees well more diverse ® Influencing broad
disengaged set stakeholders and
® Employees seek re-shaping corporate
mentors and take expectations
responsibility
for career ® Voice in the market
development
Where are you
now and where
do you want to
getto? CURRENT STATE

Source: Report to Council HUR19019 (b) Appendix F, from September 22, 2021.
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Based on OAG'’s review, the City has made some progress in individual elements but still lies
somewhere between Levels 2 and 3. “EDlI is part of everything we do” is the descriptor for
Level 4. Even though it has been almost two years since the EDI Framework was approved by
Council, resources were not hired until 2022, and more substantive progress will take time.

Related to this, we note that the new 2023-2026 Term of Council Priorities do not include EDI
as a stand-alone priority. OAG reached out to Corporate Initiatives staff in the City Manager’s
Office regarding this observation:

“The discussion and individual feedback noted that it was more of a lens that should
always be applied to how the City approaches our work and deliver City services, rather
than an individual priority.”

It is the OAG’s opinion that the City of Hamilton, in its current state, is not yet mature enough to
reliably achieve this based (as noted above, see Figure 7). The City is at risk of not
successfully implementing EDI throughout the organization.

We note that the Report on Council Priorities states that “All of these priorities will be applied
with an equity and accessibility lens, ensuring this maximum benefit for the people of
Hamilton”. A realistic appraisal of the current situation is needed, including the resources
required to successfully embed EDI in City service delivery.

In 2017-2018, the City’s Diversity staff participated in the Regional Roundtable on Diversity
forum facilitated by external consultants. An internal environmental scan was performed on the
EDI conditions in the City. An environmental scan is the process of gathering information about
factors that may impact an organization’s internal and external environments. The basic
purpose of environmental scanning is to help management understand their current state and
determine the future direction of the organization.

The details of the assessment were reported to the GIC on September 18, 2023 (HUR19019
Appendix C, City of Hamilton Internal Environmental Scan). The assessment was done on
eight domains —

Planning & Policy

Organizational Culture

Education & Training

Human Resources

Community Capacity Building
Service Planning & Development
Client Engagement

Service Provision

Based on the scan the three domains where the organization was the strongest with regards to
equity, diversity, and inclusion were Education & Training, Community Capacity Building, and
Planning & Policy. The three domains where the organization required improvement were
Client Engagement, Service Planning and Development, and Human Resources. The results of
the scan led to the implementation of the collection of the EES data, diversity competencies in
management’s PAD process, and community engagement at Festival and Events. This same
assessment or similar assessment could be done annually and kept as an annual benchmark
for the City.
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From an external point of view, environmental scan comparators could include benchmarking
against other municipalities (Ottawa and Toronto are among the 2023 top 100 of “Canada’s
Best Diversity Employers.”), reviewing regulatory changes impacting IDEA, and understanding
shifts in the City’s population prior to Census data every five years. The results of these scans
could be reported to Council every two years.

When reporting to Council, HR EDI should present a road map of then to now and report on
how exactly efforts and implemented action plans address equity, diversity, and inclusion (and
accessibility) and their outcomes. EES data could be presented again until the 80% response
and return rate has been met and at that time, a detailed action plan associated with what it will
be used for should be presented.

Though there are many examples of good efforts towards EDI implementation throughout the
organization in all areas reviewed by OAG, they tend to lack clear objectives and purpose, are
disparate, and often siloed. It is our view that the City needs a sound strategy and project plan
in place to implement EDI across the organization including: as an employer, in community and
public engagement efforts, and in the delivery of city services to residents and businesses.
However, there have been numerous good efforts made by staff across the organization that
forms the foundation for further EDI work, which will be strengthened with the provision of clear
corporate direction, including the development of objectives and executable strategies, and the
provision of effective tools and resources.

The OAG found a number of indicators that the existing team lacks the capacity to implement
the EDI Framework and bring it to a more robust maturity level. To address this, we
recommend that they formally assess their resources and needs for the future.

In an initiative of this size and scope, the challenges for change management are significant.
To create the cultural and behavioural change to make EDI the norm for what the City does,
the organization may need to step back and reorganize to make it happen. A large part of the
cultural and behavioural change is organizational commitment, including management buy-in.
Though the GMs have shown their support by participation in the ELA and in filming EDI
videos, more ingrained efforts beyond this in each Department need to be part of the day-to-
day work and strategic objectives. As previously stated, there were indications through the
course of the audit that the City’s current capacity for implementation has, and may, be
insufficient to address the gaps identified in this report at a level of maturity and
comprehensiveness that is desired by management and within reasonable timelines.
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Recommendations

Please refer to Appendix “B” to Report AUD23013 for a list of Recommendations and the
related Management Responses that will address the key audit findings, with a focus on EDI
implementation from project management and governance perspective, data collection and
metrics, and related process improvements.

Conclusion

The OAG has brought forward 33 recommendations to strengthen EDI processes at the City of
Hamilton.

The OAG would like to thank the Human Resources Talent & Diversity team, and, the members
of the EDI Steering Committee, the Office of Government and Community Relations team, as
well as staff across the organization who we interviewed and provided information for their help
throughout this audit. We look forward to following up with management in the future to see the
progress of their action plans and their impact on improving EDI at the City of Hamilton.
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Introduction

The following 33 recommendations will help improve the governance and
management of Equity, Diversity, and Inclusion (EDI) implementation in the City
in all three areas reviewed. They will help ensure the successful embedding of
EDI as part of the ingrained culture in everything the City does.

Recommendation 1

We recommend a governance structure that helps ensure proper oversight and
accountability for EDI initiatives be created. This could be set up within the
current organizational structure using a conventional Steering Committee or by
creating a standalone Diversity Office (Appendix A, para. 155-157).

Management Response

Agree.

This Recommendation will be subject to review and concurrence by Senior
Leadership Team and Council approval as it will require additional resources in
terms of people and financial support. It should be noted that the
recommendation of a standalone Diversity Office was presented to Council in
2019 for consideration. It was noted in HUR19019 that the standalone option
would:

1) Clearly communicate the priority this work has within the organization
2) Allow for dedicated resources and focus on Diversity and Inclusion work

3) Increase the effectiveness and timeliness of the deliverables

At that time, Council was not supportive of additional structure for this work and
directed the work to remain with the Human Resources division.

Estimated Completion Date: Unknown at this time.

Recommendation 2

We recommend management consider having the Steering Committee include at
least one representative from all Departments including the City Manager’s office
and CityHousing Hamilton, and key corporate functions.

Members should be made up of the Corporate Leadership Team (CLT)
comprised of Directors and above. This level is between middle-managers and
Senior Leadership and has a broader range of influence across their
Departments and Divisions. The Committee should also prioritize the inclusion of
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members with public engagement expertise. This would also help address the
fractured and siloed approaches to EDI within the City (Appendix A, para. 155-
157).

Management Response

Agree.

This Recommendation will be subject to review and concurrence by Senior
Leadership Team as it will require additional resources in terms of people and
financial support. This Recommendation changes the intent of the original
Steering Committee which was to provide future leaders an opportunity to learn
and develop competencies and capacity in relation to EDI/IDEA. The original
committee approved by Council was never intended to form a governance
structure when created. The recommended commitment of time and resources to
have CLT and above participation may prove challenging to resource adequately
given competing priorities.

Estimated Completion Date: Unknown.

Recommendation 3

We recommend, to support the Steering Committee, each Department and/or
Division consider creating their own EDI advisory committees. These could
include the current members of the HR EDI Steering Committee. The oversight of
the advisory committees would be within the Departments and Divisions and
could be formed according to each Department and Division’s unique needs.

HR could be the knowledge lead (set the standard for resources, policies,
language, training, etc.) but the implementation would be done by each
Department in conjunction with the input of the Divisions (Appendix A, para. 49-
50, para. 67-78).

Management Response

Agree.

This Recommendation will be subject to review and concurrence by Senior
Leadership Team as it will require additional resources in terms of people and
financial support. This Recommendation would greatly expand involvement in
terms of number of skilled resources required to staff the number of committees
as outlined above.

Estimated Completion Date: Unknown.
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Recommendation 4

We generally recommend a risk assessment be performed prior to the launch of
a major long-range project like EDI implementation. This should also be done as
a part of setting up the governance structure (consider people, process, and
technology). Aside from operational and compliance risks, reputational risks and
related legal risks should be considered as well (Appendix A, para. 50).

Management Response

Agree.

This Recommendation will be subject to available financial resources to conduct
an EDI/IDEA risk assessment as those skills are not currently available in-house.
This would require Council approval for additional funding as outlined in a
Recommendation Report to be presented at a later date.

Estimated Completion Date: 12 — 18 months subject to Council approval of
funds.

Recommendation 5

We recommend that EDI implementation in all areas be executed and managed
as a large-scale multi-year project, that is led by a project management team
who should be accountable to the governance structure discussed in
Recommendation 1 (Appendix A, para. 50, para. 60-63).

Management Response

Agree.

This Recommendation will be subject to review and concurrence by Senior
Leadership Team and Council as it will require significant additional resources in
terms of people and financial support. This would require Council approval for

additional funding as outlined in a Recommendation Report to be presented at a
later date.

Estimated Completion Date: Q4 2025.

Page 4 of 21



Appendix “B” to Repct¥aUH 25893
Page 5 of 21

Recommendation 6

With the frequent use of consultants in the EDI implementation work, we
recommend management have more scrutiny of the quality of the work and/or
deliverables of the consultants they engage to ensure maximum value for money
is achieved. This includes if the recommendations are specific enough (to the
City of Hamilton vs. any municipality) and feasible to operationalize and if it will
make a long-lasting impact and/or meaningful change (Appendix A, para. 59,
121, 158).

Management Response

Agree.

In the initial stages of EDI work, the scope and recommendations were often
broad by design and, at times, as requested by Council. As we continue to gain
clarity and increased focus on specific operational items, i.e., Training, we are
better able to refine expected outcomes accordingly in RFP documents. From an
HR perspective, the one challenge noted in the Audit was in relation to EY survey
completion rates. We elected to conduct the survey in 2021, despite the global
pandemic, rather than delay the work for an unknown period. As such, we
recognized the ability to reach all employees would be hampered by limited
access to employees without email. This has been addressed in partnership with
IT who have provided all employees with email addresses since that time.

Completion Date: Completed Q1 2024.

Recommendation 7

Where consultants have recommendations that impact multiple areas, the City
should ensure a collaborative approach with areas impacted to address
recommendations from consultants. Such a collaborative approach should be
initiated by the leading area who retained the consultant and brings all areas
impacted on board to take actions. The value for money spent on retaining a
consultant is only achieved when consultant’'s recommendations are acted upon
(Appendix A, para. 120-122).

Management Response
Agree.

The consultants’ recommendations were informed through extensive community
consultation efforts with equity-deserving groups, people with lived experience of
hate and discrimination as well as residents and other impacted parties. A
collaborative approach was used to execute the consultants’ recommendations.
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A Hate Prevention, Mitigation and Community Initiatives Action Plan was
developed to coordinate both cross-departmental and community-driven efforts
to address and action eighteen Council-approved recommendations as outlined
in the consultants’ final report.

There are many collaborative corporate-wide initiatives that have actioned and
continue to further advance these recommendations including the following: City
Enrichment Fund; select Citizen Advisory Committees (i.e., Committee Against
Racism; LGBTQ Advisory Committee); Community Safety and Well-being Plan;
Economic Development Action Plan; Hamilton Immigration Partnership Council;
Hamilton Police Services (Hate Crime Review Team); Housing and
Homelessness Action Plan; One-Time CEF Grant Relief Program; Placemaking
Grant Program; Public Engagement Policy and Administrative Framework; Urban
Indigenous Strategy; and Youth Engagement Strategy.

Outcomes of collaborative cross-departmental efforts that have addressed the
consultants’ recommendations include:

e Amended Sign By-Law 10-197 banning hate flags and symbols from
public property

e Hamilton4All Community Inclusion campaign

e Salam Hamilton Anti-Islamophobia campaign

e Transit “Speak Up, Speak Out” campaign

e Municipal Anti-Hate Symposium

e We Are Hamilton: Black History Remembered campaign
e No Hate in the Hammer Coalition

e Hamilton Police Services Hate Crime Review Team

e Hamilton Police Services Hate Crime Symposium

e Anti-Hate Tool Kit

e Building Safer Communities Multi-Year Plan

e Community Safety and Wellbeing Plan

e Hamilton Anti-Racism Resource Centre

e We Support Hamilton — Community Online Hate Reporting Tool
e City-Approved Days and Months of Recognition

Note: Hate is an ongoing issue in our city. While the key deliverables outlined
within the Hate Prevention, Mitigation, and Community Initiatives Action Plan
have been completed, ongoing cross-departmental collaborative initiatives will
continue to support this work.

Completion Date: Completed Q4 2023.

Page 6 of 21



Appendix “B” to Repct¥RUiD 25893
Page 7 of 21

Recommendation 8

We recommend that management evaluate if there is still value in paying a
consultant to have the cultural assessment and ELA completed each year. It was
not done in 2022. Senior Leadership asked that the ELA not be done due to
other priorities.

These activities are in addition to the City’s Our People Survey (OPS) Survey
every three years. They were intended to be used to collect metrics. The OPS
survey is essentially a cultural assessment of the City. It could be done more
frequently than 3 years and in lieu of the Cultural Assessment (Appendix A, para.
52-55).

Management Response

Agree.

The Cultural Assessment was undertaken in 2021 as the regularly scheduled
OPS survey was delayed due to the pandemic. These questions will be
implemented in the next OPS survey scheduled for 2024. With respect to the
ELA, it was determined not to repeat the following year due to the significant
changes in Senior Leadership Team composition (GM Healthy and Safe
Communities and GM Public Works) as well as competing priorities during the
pandemic and Emergency Response.

Completion Date: Completed November 2023.

Recommendation 9

We recommend that management should consider incorporating some of the
KBI/KPI's (Key Behavioural Indicators/Key Performance Indicators) in EY’s
recommendations of what to measure such as, “Employee perception of
leadership accountability as it relates to EDI,” “Employee perception of
leadership transparency as it relates to EDI,” “Feedback provider perception of
leadership commitment to EDI,” into the City’s internal staff survey, the Our
People (OPS) survey (Appendix A, para. 97).

Management Response
Agree.

These questions will be incorporated into the next iteration of the Our People
Survey.

Estimated Completion Date: Q4 2024.
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Recommendation 10

We recommend criteria for the Department EDI Advisory Committees described
above, that prioritize staff with lived experiences and/or staff already doing EDI
work for their Departments or Divisions. Consideration should be made regarding
the skills of the individual as to how they could contribute to project
implementation (e.g. an experienced project manager or data analyst with lived
experiences would be ideal) (Appendix A, para. 76-79).

Management Response

Agree.

This is subject to Recommendation #3 above and would require Senior
Leadership Team review and concurrence. It is agreed that staff already doing
work in EDI and those with lived experiences bring significant value to the
Advisory Committee, it is also important to create opportunities to develop
capacity and competencies in those identified on Succession Planning Slates to
ensure future leaders are confident in the EDI/IDEA realm.

Estimated Completion Date: Unknown.

Recommendation 11

We recommend that management, in addition to designating the City Manager or
SLT to be champions of EDI, they should regularly highlight the work of those
staff already doing EDI work in the City (Appendix A, para. 112-114).

Management Response

Agree.

We have developed an IDEA poster which includes an option for employees to
submit success stories to the Diversity team for inclusion in an upcoming
newsletter or City Manager and General Manager communications. We recently
held a recognition event for the inaugural EDI Steering Committee upon
completion of their three-year term. We are also highlighting EDI efforts on
Closed Circuit television where available. The goal of regular communication
highlights will be incorporated into the 2024 PADs for Senior Leadership Team.

Expected Completion Date: Q1 2024.
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Recommendation 12

We recommend management explore alternatives to the existing PeopleSoft
system for data collection to allow for more robust data collection, and
consideration be given to acquiring the competencies of a data analyst for EDI.
This should be in conjunction with other HR areas which may also benefit from
enhanced data collection and storage (Appendix A, para. 85-86).

Management Response

Agree.

Fully support the Recommendation that enhanced capabilities are required for
data collection, compilation, and analysis. The need for a new HRIS has been
established and work is underway with Deloitte to source best option. It is
important to note that this will require a significant undertaking of both people and
financial resources to bring to fruition and is a massive project due to scope. This
will require financial support from Council over a period of several years.

Estimated Completion Date: Q4 2028.

Recommendation 13

We recommend HR EDI consider the collection of legally and culturally accepted
demographic data, including gender identity/expression data, and Commonly
Tracked Metrics provided by EY as part of the OPS survey (Appendix A, para.
95).

Management Response

Agree.

We can include the additional questions on demographics as outlined in the
Recommendation, however, there are limitations on use given that the OPS
survey responses are anonymous and not tied to individual employees by design
and to encourage a high response rate.

Expected Completion Date: Q4 2024.
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Recommendation 14

We recommend for Departments where Employment Equity Data has already
met or exceeded the 80% response and return rate, that management consider
reviewing the data (including exit/termination demographic data) in collaboration
with HR to establish objectives and/or goals related to diverse and inclusive
recruitment, retention, and promotion in alignment with departmental strategic
plans and initiatives. Once established, management should consider discussing
targeted recruiting, retention, and promotional (succession) plans with HR to
meet these goals (Appendix A, para. 94).

Management Response

Agree.

The ability to do comprehensive data analysis is an ongoing challenge with our
current system limitations. This detailed analysis and targeted goal setting will
take place once a new HRIS system is implemented.

Estimated Completion Date: Q4 2028.

Recommendation 15

We recommend an immediate priority be placed on providing clear directions,
expectations, and objectives regarding the use of the IDEA Framework to internal
departments, divisions, services, and programs areas with regarding the use of
the Framework (Appendix A, para. 155).

Management Response

Agree.

We are in the process of hosting information sessions at all Departmental
Management Team meetings to engage managers and above on the use of the
IDEA Framework. Additionally, a resource document has been developed for
implementation on how to revise policies to embed IDEA. This has been shared
with the HR Policy Review Group for feedback and will be disseminated to all
policy makers across the organization. Each department will then undertake the
application of the Framework on their respective scope of work.

Expected Completion Date: Q2 2024.
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Recommendation 16

We recommend annual reporting on EDI implementation efforts should include

what tangible and significant progress was made towards goals and initiatives
(Appendix A, para. 168).

Management Response

Agree.

We have been providing annual updates to both Senior Leadership Team and
Council on an annual basis since the introduction of the Diversity and Inclusion
Strategic Plan in 2017. The most recent update was provided on November 15,
2023, at GIC.

Completion Date: Completed November 2023.

Recommendation 17

We recommend management consider relaunching the IDEA page in HOWI (or
any successor technology) at later date, once it is fully developed as a resource,
and notify staff of its launch at that time (Appendix A, para. 100-101).

Management Response

Agree.

The HOWI landing page was launched in July 2023 and is an ongoing effort to
further develop resources and tools for staff. A broader Communications plan will
require support from Corporate Communications team.

Estimated Completion Date: Q4 2024.

Recommendation 18

We recommend the IDEA page include a definition of Equity, Diversity, Inclusion,
and Accessibility on the IDEA landing page in HOWI, as the definitions, as well
as information such as the alternative terminology for “lens,” should be known to
all staff (Appendix A, para. 100-101, 115).
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Management Response
Agree.
The definitions have been added to HOW!I as of November 2023.

Completion Date: Completed November 2023.

Recommendation 19

We recommend management consider more inclusive recruiting practices.
Positions, including those at the SLT level, should be posted on websites that
target equity seeking groups (Appendix A, para. 108-109).

Management Response

Agree.

We continue to post on a wide variety of sites, however, those efforts can be
expanded at additional cost. SLT positions are recruiting using an Executive
Search firm who has experience in attracting diverse candidate pool. There are
numerous sites these positions are posted to ensure a robust and diverse
candidate pool.

Expected Completion Date: Q1 2024.

Recommendation 20

Consider having a recruitment budget to enable posting of City of Hamilton jobs
on sites that may have a more diverse reach but require a fee (Appendix A, para.
110).

Management Response
Agree.

This would be subject to Council approval for enhanced recruitment budget
through the budget process.

Expected Completion Date: Q2 2024.
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Recommendation 21

We recommend management track how many of the applicants that come to the
City of Hamilton are from diversity-specific job posting websites versus non-
diversity specific sites (Appendix A, para. 108-110).

Management Response

Agree.

This Recommendation is subject to the acquisition of a new Talent Management
System as part of the overall HRIS. Our current system has limited opportunity to
capture this data without placing additional requirements on candidates to
complete lengthy questionnaires. This has not been pursued due to the adverse
impact on the candidate experience at this time.

Estimated Completion Date: Q4 2028.

Recommendation 22

We recommend that, for the four demographic groups from the EES that are
challenging for the City to improve, management consider identifying key
positions (including leadership) that could incorporate criteria such as having
people with lived experiences who understand barriers to employment and
career progression. This could help facilitate the recruitment of a more diverse
staff and help remove barriers (Appendix A, para. 102-107).

Management Response

Agree.

This recommendation was made to SLT in February 2023 as part of an
enhanced Succession Planning program which would identify key development
roles throughout the organization. SLT deferred this recommendation until the
Organizational Review work, as recommended by consultant Optimus SBR and
approved by Council in Q1 2023, is completed in 2024.

Estimated Completion Date: Q4 2024.
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Recommendation 23

We recommend management consider a more inclusive recruitment/retention
approach.

Consider for entry-level and junior roles, candidates who may have skills and life
experiences or perspectives that may contribute to EDI. The City can invest in a
less experienced person for an EDI role through training. This may also help with
retention (Appendix A, para. 102-110).

Management Response

Agree.

We are currently working with various agencies such as the Hamilton Disability
Employment Network and CNIB to source candidates with relevant and
transferable skills for entry level jobs, such as Crossing Guards. These agencies
evaluate the skills, education, and experiences of job seekers and match them to
our available job postings which we provide on a weekly basis.

Completion Date: Completed September 2023.

Recommendation 24

We recommend management review work related to the community strategy in
both Children and Community Services Division and Office of Government and
Community Relations to identify work that can be shared, simplified and
combined. Streamlining similar work not only reduces duplicated efforts but also
harnesses potential synergies (Appendix A, para. 123).

Management Response

Agree.

The Government and Community Relations Division has been actively engaged
with the Children & Community Services Division regarding existing work and
common objectives that are shared which can be simplified and combined. Both
teams are deeply committed to working together to deliver on a variety of
objectives for the benefit of community in Hamilton. Since Fall 2022, Staff in both
divisions initiated consistent meetings to ensure duplication was avoided and to
work collaboratively to identify relevant leads and potential synergies for these
ongoing and communal shared initiatives.

Between the Government and Community Relations team and Children &
Community Services Division an initial environmental scan occurred, where
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positions within each team were evaluated based on existing job descriptions
and titles to ensure relevant work was tasked to the current team member within
the appropriate division.

As a result, specific actions were taken to address this such as the shifting of
responsibilities for the staff liaison role and support of the LGBTQ+ Advisory
Committee from Government & Community Relations to Children & Community
Services Division in early 2022.

Due to similar equity deserving groups in community being supported by both
divisions, this work will continue to be on-going with a collaborative approach
being taken in an effort to avoid duplication. Where there is duplication, each
team will seek to achieve any mitigation measures to streamline tasks and
maintain efficiency.

Estimated Completion Date: Q1/Q2 2024.

Recommendation 25

We recommend that clear objectives be defined for EDI work with citizen
advisory committees and community partners, and a further strategy / plan be
developed to systematically guide the work with these stakeholders. The strategy
should consider all equity seeking groups and what they are interested in to
avoid a siloed approach (Appendix A, para. 117).

I\/Ianagement Response
Agree.

A recent motion from Council, brought forward at Audit, Finance and
Administration on July 13, 2023, referenced the City Manager’s Office and
Corporate Services being directed to report back to the Audit, Finance and
Administration Committee with recommendations on the following:

(i) best practices that prioritizes resident engagement including access to,
understanding of and participation in community engagement;

(i) review and provide recommendations to Council as informed by existing
partnerships with local community-based organizations and networks to
help shape and advise decision-making efforts on City initiatives,
programs, services, policies, and by-laws;

(ii) existing community-based engagement methods inclusive of the Volunteer
Advisory Committees to fulfil the priorities of Council aligned with the Term
of Council priorities 2022 — 2026; and
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(iv) a resource list of local equity-deserving groups doing community and

grassroots organizing that can be contacted for engagement and feedback
on City Wide processes and policies.

In September 2023, through the City Manager, the Office of the Government &
Community Relations reported back on this initiative with an intention to work
with the Corporate Services division to undergo a comprehensive review of
Citizen Advisory Committees. The following was deemed to be “in scope”:

Conduct a best practice scan of municipal Voluntary Advisory Committees
and related alternatives, including a comparative analysis across other
jurisdictions

Consultation with Council members, advisory committee members, and
staff liaisons to better understand current challenges and needs

A review of financial and human resources required in the current advisory
committee structure

Assess current state of meetings including attendance, meeting
frequency, turnover, etc.

Scan of other advisory tables that the City actively consults with for advice
and feedback, including community-based task forces, steering
committees, and working groups

Review external community-based organizations, and their methodology,
that support similar work provided by Voluntary Advisory Committees

Consider the role of advisory committees within the forthcoming Public
Engagement Framework and Policy

As a result, Staff will be reporting back to Council at the end of Q1/early Q2 with
clear objectives for citizen advisory committees and community partners,
inclusive of future recommendations as to how best to engage with residents and
equity deserving groups. The strategy will consider the lived experience of equity
deserving residents, previous members of volunteer advisory committees, local
community groups and what they are interested in to avoid a siloed or duplicative
approach.

Expected Completion Date: Q2 2024.

Page 16 of 21



Appendix “B” to Repct92 8925893
Page 17 of 21

Recommendation 26

We recommend Department management consider collecting an inventory
(listing and responsible staff) to understand the work already going on in their
respective areas and to understand if there may be synergies to be had. This can
be shared with other areas in other Departments through a steering committee or
other governance structure as previously recommended (Appendix A, para. 156).

Management Response

Agree.

This Recommendation would be subject to Senior Leadership Team review and
approval and available resources.

Estimated Completion Date: Q4 2025.

Recommendation 27

We recommend that as the City moves to revamp the budgeting process, that the
updated budget process consider EDI principles as part of the budget ranking
and prioritization criteria, and that performance outcomes specific to EDI be
measured in corporate performance measurement (Appendix A, para. 51).

Management Response

Agree.

This Recommendation would be subject to Senior Leadership Team and Council
review and approval. For 2024, as outlined in CM23020, one of this Council
term’s Measure of Success is:

Transition to a revised budget process that emphasizes long-term financial
planning, asset management, public engagement and climate principles.

The Government Finance Officers released a research report in July 2023 which
highlights the importance of “Budgeting for Equity”. This recommendation will be
referred to Corporate Services.

Estimated Completion Date: Unknown.
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Recommendation 28

We recommend management consider conducting regular internal and external
environmental scans related to IDEA implementation. The results of these scans
could be reported to Council every two years (Appendix A, para. 164-167).

Management Response

Agree.

This Recommendation is subject to Senior Leadership Team review and
approval. There would be financial resources required to perform these
environmental scans on an ongoing basis.

Estimated Completion Date: Q4 2026.

Recommendation 29

We recommend that management consider incorporating EDI costs into budget
processes in an identifiable manner so that these investments are known and
tracked by the organization. This may include cost for training of staff, cost for
EDI related facilities such as universal washrooms in the park, prayer/worship
room within City Hall, cost for upgrading IT systems to enable data collection as
discussed in Recommendation 13, etc. During future budgeting processes
revamp, equity-based budgeting as a budgeting methodology could also be
considered (Appendix A, para. 52-55, 86, 170).

Management Response

Agree.

Similar to Recommendation #27 above, this Recommendation would be subject
to Senior Leadership Team and Council review and approval. There may also be
a needs assessment to determine if current systems are capable of details
required. Refer to Corporate Services for follow up.

Estimated Completion Date: Unknown.

Recommendation 30

We recommend that management put in place a robust, long-range strategic
project plan for EDI implementation throughout the entire organization that
covers all aspects of EDI (as an employer, for community engagement and for
service delivery). This means there should be a plan for what the short-term EDI
objectives are and what the long-term EDI objectives are, how these objectives
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can be achieved. Furthermore, there should metrics to demonstrate what
success looks like at each phase (Appendix A, para. 40, 57, 60-63, 168).

Management Response

Agree.

This Recommendation would require Senior Leadership Team review and
approval and/or Council direction and resource support.

Estimated Completion Date: Unknown.

Recommendation 31

It is our understanding that the EDI Framework is also the guideline for
incorporating EDI principles into the delivery of City services. We recommend
such expectations of implementing EDI Framework in service delivery be clearly
communicated to each service and program area. Individual services and
program areas should develop their own plan to apply EDI in their business
processes while applying the concepts and principles in the Framework
(Appendix A, para. 156).

Management Response

Agree.

This Recommendation is subject to Senior Leadership Team’s review and

approval as well as allocation of resources (people and financial) to achieve if
approved.

Estimated Completion Date: Unknown.

Recommendation 32

We recommend a corporate direction that brings more focus to external service
delivery, and that support be provided to better enable service delivery areas in
developing their own EDI framework such as Housing Services or in embedding
EDI in the business processes to deliver services such as Transit. Such support
should ensure the message to internal staff, and to the community is consistent
and in line with the corporate EDI Framework (Appendix A, para. 154-155).
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Management Response

Agree.

This Recommendation is subject to Senior Leadership Team’s review and
approval as well as approval of additional resources to complete.

Estimated Completion Date: Unknown.

Recommendation 33

We recommend that in consideration of the recommendations herein, that a
needs assessment be completed to determine what resources are required for
their successful implementation. It should include an assessment of what
resources are available and what resources are needed to achieve the City’s
objectives for each phase (Appendix A, para. 169-170).

Management Response

Agree.

Similar to Recommendation #30, this would be subject to Senior Leadership
Team review and approval and/or Council direction and resources to conduct
both the project plan and needs assessment.

Estimated Completion Date: Unknown.

Overall Management Response:

In reviewing the EDI Audit Report, it is important to note that, while all
Recommendations are agreed to, the gap between the current state of the
organization versus the desired future state as outlined in the Audit
Recommendations is quite significant.

Recommendation Report HUR19019 as of September 2019 highlighted that
based on the data collected and environmental scan performed, the City of
Hamilton was at a Level 2 overall on the following Diversity and Inclusion
Maturity Matrix.

In 2021, EY’s assessment concurred that the City of Hamilton at the upper edge
of Level 2 as indicated in Figure 7 on page 37 in the Audit Report. It should be
noted that the pandemic resulted in staff redeployments which also impacted
delivery of EDI efforts during the period between evaluations.
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The Audit Recommendations are reflective of an organization at a Level 5. This
transition from Level 2 to Level 5 is a massive shift that would typically take place
over a period of many years. While we fully support the Recommendations
made, our concern is that they are not achievable in a short period of time, but
rather can only be achieved with extensive people and financial resources over a
prolonged timeframe.

Our focus has always been on meeting the organization where it is and making
year over year improvements, which have been fully supported by Senior
Leadership Team and as directed by Council. The recommended Audit changes
are far reaching given our current state, system and data limitations, and
resources. To successfully achieve the Recommendations, it will require an
enduring commitment and investment by the organization.

As a result, many of the Management Responses indicate a need for Senior
Leadership Team and/or Council review and approvals. There will be a need to
prioritize the Recommendations to determine what is fiscally feasible and how
quickly the organization can allocate the necessary resources to achieve given
other critical priorities currently facing the City of Hamilton.

It is suggested a follow up report back to Council as of Q4 2024 be undertaken to
confirm the level of commitment and resources available.
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Background

* Council motion passed in February 2019 that provided direction to

staff to develop and implement an Equity, Diversity, and Inclusion
(EDI) Framework.

« In 2021 the City of Hamilton’s EDI Framework was launched.

« EDI was rebranded to be IDEA (Inclusion, Diversity, Equity and
Accessiblility) in late 2022.

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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Audit Objective

To assess whether the City has a sound plan and strategy, as well as
the management of tools and resources to support and achieve the EDI
goals as stated in 2018-2022 Council Terms of Priorities, that:

“equity-seeking communities will feel safe, supported and have an
enhanced sense of belonging through strengthening community
capacity, City responsiveness and creating inclusive engagement
opportunities.”

Note: At the time of audit fieldwork, the 2023-2026 Term of Council Priorities had not yet been finalized.

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit



What WeDid

« Performed an audit that evaluated and assessed the management of progress
made on EDI efforts at the City of Hamilton resulting from Council direction.

« We sought to answer the following question:

“Is the City set up for a
successful implementation of EDI
throughout the organization?”

« We sought to answer this question by focusing our work in three areas:

1) internally, as an employer;
2) when engaging with the community in community and public engagement; and

3) iIn City service delivery. 5

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit



How WE Did It

* Reviewed EDI implementation related documentations, Councll
reports, contracts, Requests for Proposals (RFPs), policies and
procedures.

e Researched EDI literature, websites and EDI work of other
municipalities.

* Reviewed webpages of outward-facing services provided to public.

* Interviewed over 60 staff members across the organization.

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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What We Found

Is the City set up for a successful
Implementation of EDI throughout
the organization?

Some progress has been made; however, we find that the
City Is not currently set up for assured success.

More needs to be done, particularly for some fundamental
items that are required as the foundation of EDI efforts at the

City of Hamilton.

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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What We Found - Significant Issues

The significant issues identified were:

 (Governance

* Significant need for corporate direction and guidelines for service
delivery

» Lack of Risk Assessment in planning and implementation

* Lack of Change management in planning and implementation

* Absence of overarching strategies and objectives for Community
EDI and Service delivery

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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What We Found — Some Progress Made

Internal EDI:

« EDI Framework and Roadmap were developed

« EDI training rolled out to Supervisors and above
* Collecting basic employment equity data to inform decision making

* Some resources are In place, two EDI specialists on board to lead
EDI implementation

 Staff participation in Steering Committee

10

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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What We Found — Some Progress Made

Community EDI:

 Various citizen volunteer committees and advisory groups

18 consultant recommendations on hate reduction and anti-racism
strategy

« Some of the 18 recommendations were actioned

* Collecting EDI data to inform City Enrichment Fund decision making

11

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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What We Found — Some Progress Made In Service Delivery

Healthy and Safe Communities Department

» Updated Housing and Homeless Action Plan

» Shared resources/equity specialist on board in Children Services

= Urban Indigenous Strategy implementation and Community Safety and Well-being Plan
= Inclusion program in Recreation Centers

Planning and Economic Development Department
= Economic Development Action Plan 2021-2025 include actions to address EDI
» Placemaking Grant Pilot program

Public Works Department
= Accessible transportation and DARTS
= Accessible City facilities and properties

CityHousing Hamilton
= 2023-2027 Strategic Plans includes two actions on EDI

12

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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What We Found — Areas Needing Improvement

Internal EDI

EDI Framework and Roadmap lacks detalls to operationalize

Unclear short-term vs. long-term goals, what to achieve and resource
requirements

Current Steering Committee structure does not support effective
governance

More robust, rigorous data collection and analysis Iis needed

More diverse and inclusive recruitment strategy would be advantageous

13

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit
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What We Found — Areas Needing Improvement

Community EDI

« Lack of overarching objectives and strategy for EDI citizen advisory
groups

« Upkeep of commitments made to the public and keeping the public
Informed

 Further collaboration needed to address consultant recommendations
* Reviewing areas of potential duplication to harness synergies

« Better tracking and actioning of Council direction received

14

Hamilton ‘ Office of the Auditor General Equity, Diversity and Inclusion Audit



Page 103 of 251

What We Found — Areas Needing Improvement

EDI In Service Delivery

Lack of robust project planning for EDI implementation

EDI considerations not formally embedded in business processes

Moving from being reactive to legislative requirements and Council
direction to proactively embedding EDI in service delivery

Lack of dedicated budgets for EDI and/or equity-based budgeting

Significant need for corporate directions and guidelines

15
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In Summary

« To iImprove governance, we recommend a governance structure be created and
an inventory of EDI work be compiled and shared with the broader organization.

 To ensure EDI is operationalized and embedded, we recommend further data
collection and incorporating EDI principles into the budget.

« To improve project management, we recommend a risk assessment be
performed, a long-range strategic plan for EDI implementation be put into place
and there be further emphasis on performance measurement.

« To ensure EDI is set up for success, we recommend the EDI framework be
used consistently and a needs assessment be completed to determine resource
requirements.

16
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Conclusion

« Overall, 33 recommendations were made to Management
= Management agreed with all recommendations.

 Management is currently working on implementing their management
responses.

* OAG is recommending that Council directs Management to report back
with a status update by December 2024, and that as part of this update,
all items with “unknown” completion dates have a date provided.

17
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COUNCIL DIRECTION

At its meeting on April 6, 2023, the Audit, Finance and Administration Committee
approved the following (Iltem 8.1):

(a) That the Management Action Plans, as detailed in Appendix “A” of Report
AUD22007(a) be approved; and,

(b) That the General Manager of Public Works be directed to implement the
Management Action Plans (attached as Appendix “A” to Report AUD22007(a)
and report back to the Audit, Finance and Administration Committee by October
2023 on the nature and status of actions taken in response to the audit report.”

INFORMATION

This report summarizes actions taken to date and timelines for further actions to
address recommendations as outlined in detail in Appendix “A” attached to

Report PW24005 — Management Response to AUD22007(a) Recommendations Status
Year-to-Date 2023.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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SUBJECT: DARTS Vehicle Safety Audit AUD22007(a) Update to Management
Response (PW24005) (City Wide) — Page 2 of 3

The recommendations in AUD22007(a) from the Auditor General and from the
consultant (Fleet Challenge Canada) address matters broadly related to contract
management, vehicle safety, and records management. The summary below addresses
these key themes; details can be found in Appendix “A” attached to Report PW24005.

Contract Management

The Director of Transit has been in discussions with the Executive Director of DARTS to
determine business terms which require amendment in the DARTS Master Operational
Agreement, with a revised target of end of Q1 2024. A revised agreement between
DARTS and their subcontractors has been established to address AUD22007(a)
recommendations. Alignment of the DARTS subcontractor agreement with the DARTS
Master Operational Agreement will be addressed through amending agreements as
needed once the updated Master Operational Agreement is finalized. The development
of a new agreement in totality is targeted for completion by year’s end.

Vehicle Inspections

Oversight of vehicle safety continues by Accessible Transportation Services, with
monthly third-party inspections of at least 5% of selected DARTS and subcontractor
vehicles. As reported to Public Works Committee on January 15, results show an
improvement from the overall inspection failure rate of 32% found by the Auditor
General over 10 weeks in 2022; since then, the overall inspection failure rate year to
date since Q3 2022 sits at 11%. However, the failure rate should be as close to zero as
possible, and performance continues to be uneven, with the failure rate ranging from
0% to 33% in any given quarter for a given provider since Q3 2022 as seen in
Appendix “B” attached to Report PW24005.

Accessible Transportation Services also visits each provider’s site monthly to review
vehicle records for at least 5% of vehicles in operation. The vehicle records chosen for
review are not revealed to any provider until Accessible Transportation Services is on
site to conduct the review. The 2023 results to date were presented to Public Works
Committee on January 15, 2024 attached as Appendix “B” to Report PW24005 -
Accessible Transportation Services Contractor Vehicle Records Inspection Results Q3
2023 - Year to Date with some inconsistencies in meeting standards of performance
still occurring. (See Table 1 in Appendix “B” attached to Report PW24005)

Additional steps were taken in Q4 of 2023 and will continue in Q1 of 2024, due to
inconsistent inspection performance. These are: a review of DARTS training practices
and materials, and a planned internal process review of DARTS and subcontractor
vehicle pre-trip inspections (“circle checks”).

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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SUBJECT: DARTS Vehicle Safety Audit AUD22007(a) Update to Management
Response (PW24005) (City Wide) — Page 3 of 3

Records Management

DARTS has purchased Intelex (the platform used by Public Works for quality
management) both to manage quality and as a fleet management solution, and
Accessible Transportation Services will have read-only access to all data. Intelex
installation and training will be complete Q4 2023 and is targeted to go live in
January 2024. This installation will also make tracking of third-party inspection results
and insurance compliance more efficient for Accessible Transportation Services.

Oversight of DARTS and subcontractor insurance compliance is now well established
and takes place via correspondence directly between insurers and Accessible
Transportation Services.

It should be noted that the Office of the City Auditor has not completed any work to
validate the current status of the Management response to AUD22007(a).

The gaps highlighted in the audit, combined with on-going concerns with the customer
experience and previous service-related reports, has led to a broader review of the
overall accessible transportation services portfolio. As such, an Accessible
Transportation Services roadmap, attached as Appendix “B” to Report PW24005, has
been created that captures activities from a wide range of topics which require attention.
This includes service contingency planning, with the goal of increasing contingency
external to DARTS by mid-2025. The contingency workplan involves the potential
purchase of accessible vehicles through thelnvesting in Canada Infrastructure Program
, as first reported in November 2022 (see Report PW19083(a)/FCS18048(b)).

Noting that this report fulfils the Council direction of April 6, 2023, the review of
accessible transportation services remains ongoing. The audit recommendations have
been considered in the Accessible Transportation Services roadmap. The work will
continue and therefore, future reports will be presented through the Public Works
Committee.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” to Report PW24005 — Management Response to AUD22007(a)
Recommendations Status Year-to-Date 2023

Appendix “B” to Report PW24005 — Accessible Transportation Services Road Map

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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Management Response to AUD22007 Recommendations Status Year-to-Date 2023
AUDITOR GENERAL RECOMMENDATIONS
AUDITOR GENERAL RECOMMENDATION 1

We recommend that the existing Memorandum of Agreement (MOA) be substantially redesigned
with a view to ensuring safe and efficient operations, clear standards, and effective remedies and
contingencies. The MOA is dated, and lacks many critical areas of contract language such as
driver training, vehicle safety, remedies for non-performance or conformance, penalties for non-
compliance, vehicle specifications and standards, etc. A new, modern legal document that meets
the City’s requirements is needed.

Recommendation 1 Management Response and Original Anticipated Completion Date

Agreed. ATS acknowledges that the existing contract between the parties is insufficient. The
overall approach to arrive at a new agreement will be undertaken in two parts:

e For existing terms which require minor updates or revisions, the Transit Division will work
with internal legal counsel to issue an amending agreement to the existing contract
between the parties, where it is practical to do so to cover interim matters pending the
preparation of a new agreement. (in progress)

e For areas which require either substantive changes or new requirements, the Director of
Transit will define business terms through discussions with the contractor. Legal counsel
will thereafter prepare the appropriate terms and conditions for inclusion in a new
agreement for the parties to execute. (not yet started)

Anticipated completion: Q2 2023 (amending agreements) Q4 (new Agreement).

Status of Management Response
In progress (new contract management framework)

Revised Anticipated Completion Dates: Q1 2024 (amending agreements) Q3 (new
Agreement)

AUDITOR GENERAL RECOMMENDATION 2

We recommend that the Transit Division set standards for contractor and sub-contractor vehicle
safety inspection results and include this language in future contract updates to ensure public
safety risks are properly addressed. When assessing inspection results, the City should exercise
contractual rights to penalize contractors failing to meet the safety standards to the fullest extent
possible, and it should have intervention mechanisms that are effective and timely.

Recommendation 2 Management Response and Original Anticipated Completion Date

Agreed. Best practices in contracting provide clauses which escalate dependent on the
severity of the incident and incorporate corrective measures and cancellation and/or
termination clauses which are more robust in nature than in the existing document between the
parties.

Anticipated completion: Q2 2023 (amending agreements) Q4 (new Agreement). See also
response below to themed recommendations 44-50.
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Status of Management Response
In progress (new contract management framework)

Revised Anticipated Completion Dates: Q1 2024 (amending agreements) Q3 (new
Agreement)

AUDITOR GENERAL RECOMMENDATION 3

We recommend that a single, accurate, and complete list of DARTS and Subcontractor vehicles be
maintained by the contractor and be available to the Transit Division. The list should be up to date
in real time and revised whenever there are changes proposed by the contractor. This should be
part of any updated contract related to the provision of accessible transit services.

In order to properly identify each unique vehicle, this list should include the vehicle number, the
license plate number, the VIN number, and proof of insurance. It should also reflect whether the
vehicle is active or inactive. The accuracy and completeness of this list should be tested and
verified at least annually. Consideration should also be given to defining key terms relating to the
above in future contract updates.

Recommendation 3 Management Response and Original Anticipated Completion Date

Agreed. The City will establish a rolling fleet inventory report with specified requirements and
timelines to be completed by the Contractor/subcontractors. This will be set out as an Appendix
in the revised Master Operating Agreement (MOA). Contract Management (CM) criteria will be
established for verifying the vehicles. The City will establish this on a shared Fleet Management
Information System to which the parties can have real-time access.

Anticipated completion: Q2 2023 (amending agreements) Q4 (new Agreement) Q2 2023 (fleet
management information system).

Status of Management Response
In progress (new contract management framework)

Revised Anticipated Completion Dates: Q1 2024 (amending agreements) Q3 (new
Agreement)

In progress (fleet management information system). ATS worked with DARTS and with
the Public Works Quality Management Systems team to move forward with DARTS use of
Intelex, the current platform used by Public Works for quality management, which will also be
used to manage fleet information. DARTS has purchased Intelex and ATS management will
have read-only access to all records housed there; both DARTS and ATS will have access to
established Public Works expertise in use of Intelex. Target for complete installation and
training: Q4 2023, and Intelex will be live January 2024.

AUDITOR GENERAL RECOMMENDATION 4

We recommend that Transit’s contract management practices be improved to ensure adequate
contract management documentation is maintained by the City, including for amendments, non-
conformances, and penalties, ensuring that contract management administrative requirements are
strictly adhered to, maintaining appropriate contractor boundaries, and formal communications with
them are timely, effective, and sufficient.
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Recommendation 4 Management Response and Original Anticipated Completion Date

Agreed. ATS service is delivered through contracted services and the audit findings highlight the
need for stronger oversight of the contractor/subcontractors given the performance concerns. A
Contract Management (CM) program will be embedded into future agreements between the
parties based on the new terms.

While ATS has improved its contract management practices over the past two years, there is
more work to be done. Currently, responsibility for contract management on the DARTS file is a
shared responsibility between the Manager and a Senior Project Manager whose portfolio also
includes other divisional contracts.

A review will be conducted to assess the need for a dedicated Contract Manager position with
sole responsibility for managing ATS contracts/subcontractor activity.

Anticipated completion: Q4 2023 (following Agreement completion) for new contract
management framework. Q3 2023 (business case for dedicated Contract Manager for 2024
budget submission).

Status of Management Response

In progress (new contract management framework)

Revised Anticipated Completion Dates: Q1 2024 (amending agreements) Q3 (new
Agreement)

In progress (business case for dedicated Contract Manager). The existing HSR staff
complement includes a vacant position at the same remunerative level as a Contract
Manager which will be repurposed to create a dedicated Project Manager role for the ATS
department. Target for hiring is Q4 of 2023.

AUDITOR GENERAL RECOMMENDATION 5

We recommend that Transit’s process for approving subcontractors be improved and replaced with
a consistent, formalized process and criteria that will ensure appropriate due diligence and provide
the City with assurances that any proposed subcontractors are being properly vetted prior to being
considered for approval. It should be the City’s sole discretion if any sub-contractors are to be
utilized or not.

Recommendation 5 Management Response and Original Anticipated Completion Date

Agreed. ATS will include subcontractor approvals as part of the assessment set out in
Recommendation 4 (above) regarding a dedicated Contract Manager.

Anticipated completion: Q2 2023 (amending agreements) Q4 (new Agreement); Q3 2023
(business case for dedicated Contract Manager).

Status of Management Response
In progress (new contract management framework)

Revised Anticipated Completion Dates: Q1 2024 (amending agreements) Q3 (new
Agreement)
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In progress (business case for dedicated Contract Manager). The existing HSR staff
complement includes a vacant position at the same remunerative level as a Contract
Manager which will be repurposed to create a dedicated Project Manager role for the ATS
department. Target for hiring is Q4 of 2023.

AUDITOR GENERAL RECOMMENDATION 6

We recommend that the Trapeze application and the service data be under the control of the City.
The Transit Division needs access to all the Trapeze functionalities and captured data, and this
should be a critical requirement of the terms that form part the next agreement with a contractor.
Consideration should also be given to having future contracts include some level of authority over
routing decisions by the City.

Recommendation 6 Management Response and Original Anticipated Completion Date

Agreed. Trapeze should be returned to the control of the City, with contractor staff receiving
restricted access based on job functions. ATS will discuss with Information Technology to
determine a work plan to return that functionality back to City control.

A number of years ago, the City gave control to the contractor for reservations and routing,
which necessitated the contractor having control of the software (PW11093).

ATS will conduct a study to determine if reservations and routing should be brought back within
the control of the City not only for greater oversight of routing decisions, but also for
effectiveness and efficiency reasons, including the delivery of a successful integrated transit
pilot (see also Appendix “A” to Report PW21055 - Review of ATS Eligibility Determination
Process and Services, and PW19083(a)/[FCS18048(b) Investing in Canada Infrastructure
Program, Public Transit Stream - Allocation of Funding Balance).

Anticipated completion date: Q3 2023 (workplan for return of Trapeze database to City control,
with implementation to follow); Q4 2023 (business case for return of scheduling and
reservations decisions to ATS).

Status of Management Response

In progress (workplan for return of Trapeze database to City control, with
implementation to follow). ATS is working with the HSR Senior Project Manager of
Business Support and City of Hamilton Information Technology (IT) to outline the steps
necessary. Return of the database will require a new service level agreement between
DARTS and the City to address items such as maintenance, access/ privileges, backup
frequency, and the level of ongoing City IT support needed. ATS is targeting Q4 of 2023 to
finalize the workplan.

Not yet started (business case for return of scheduling and reservations decisions to
ATS).

AUDITOR GENERAL RECOMMENDATION 7

We recommend that contractor performance for the accessible transit services contracts be
tracked and evaluated using a consistent and robust process.
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Recommendation 7 Management Response and Original Anticipated Completion Date

Agreed. ATS will develop a new Contract Management (CM) framework based on the terms of a
modified or new Agreement between the parties. The CM program will include site inspections,
document review and reporting requirements, at a minimum.

Anticipated completion date: Q2 2023 (amending agreements) Q4 (new Agreement), Q3 2023
(business case for dedicated Contract Manager).

Status of Management Response

In progress (new contract management framework)

Revised Anticipated Completion Dates: Q1 2024 (amending agreements) Q3 (new
Agreement)

In progress (business case for dedicated Contract Manager). The existing HSR staff
complement includes a vacant position at the same remunerative level as a Contract
Manager which will be repurposed to create a dedicated Project Manager role for the ATS
department. Target for hiring is Q4 of 2023.

AUDITOR GENERAL RECOMMENDATION 8

We recommend that contract management training be provided to Transit Division staff to ensure
the City’s rights under contract are protected and timely remedies can be implemented during the
contract management process.

Recommendation 7 Management Response and Original Anticipated Completion Date

Agreed. ATS will ensure that staff receive updated Contract Management training from the City
of Hamilton as available.

Anticipated completion date: Q3 2023.
Status of Management Response

Both Manager and SPM have completed procurement training as offered by City of Hamilton
and consult with City of Hamilton Legal Services and Procurement as needed. Both Manager
and SPM have completed ISO 9001 Internal Auditor Training.

ATS staff will participate in Contract Management training in Q2 2024.
AUDITOR GENERAL RECOMMENDATION 9

We recommend that Transit develop contingency plans that can be executed should the need
arise to replace and/or cancel a contract with a contractor/subcontractor.

Recommendation 9 Management Response and Original Anticipated Completion Date

Management response: Agreed. ATS agrees that contingency planning is important, however,
noting the specialized equipment in use on this type of contract, it is not operationally feasible
to switch to a different provider in an emergent situation under a sole contract.

Future contingency planning will require consideration of more than one contract for similar
work to ensure there are alternative service options.

Anticipated completion: Q3 2023 (contingency workplan).
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Status of Management Response

Complete (contingency workplan) Contingency workplan involves both exploration of other
contract options and the potential purchase of accessible vehicles through the Investing in
Canada Infrastructure Program (ICIP) grant (see PW19083(a)-FCS18048(b))

FLEET CHALLENGE CANADA RECOMMENDATIONS
THEME A: RECOMMENDATIONS REGARDING DARTS DRIVER COMMUNICATIONS
FLEET CHALLENGE CANADA RECOMMENDATION 1

DARTS drivers, whether employed by DARTS or its subcontractors, should have a mechanism for
freely reporting their concerns and complaints without fear of reprisal.

Recommendation 1 Management Response and Original Anticipated Completion Date

Agreed. The contractor has an Incident Management System in place available to it and its
subcontractor drivers. The system has feedback loop capabilities and tiered access rights, and
covers mechanical, scheduling, health and safety, and passenger issues.

Anticipated completion date: COMPLETE (incident management reporting system); Q2 2023
(Quality Management System database for anonymous and transparent non-conformance and
resolution reporting).

Status of Management Response
Complete (incident management reporting system).

In progress (Quality Management System database). ATS worked with DARTS and with
the Public Works Quality Management Systems team to move forward with DARTS use of
Intelex, the current platform used by Public Works for quality management, which will also be
used to manage fleet information. DARTS has purchased Intelex and ATS management will
have read-only access to all records housed there; both DARTS and ATS will have access to
established Public Works expertise in use of Intelex. Target for complete installation and
training: Q4 2023, and Intelex will be live January 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 2

DARTS drivers filing a complaint or concern should be given the option of anonymity if that is their
choice.

Recommendation 2 Management Response and Original Anticipated Completion Date

Agreed. The contractor advised they have an employee suggestion process available to staff.
The contractor will implement a Non-Conformance Reporting (NCR) process for drivers through
a Quality Management System database.

The contractor advised they will include an anonymous reporting feature on their web site for
employee use, and issue resolution will be posted online for their employees and those of their
subcontractors.

ATS is working with City staff to explore a QMS database solution for the contractor that aligns
with City processes.
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Anticipated completion date: COMPLETE (incident management reporting system); Q2 2023
(Quality Management System database for anonymous and transparent non-conformance and
resolution reporting).

Status of Management Response
Complete (incident management reporting system).

In progress (Quality Management System database). ATS worked with DARTS and with
the Public Works Quality Management Systems team to move forward with DARTS use of
Intelex, the current platform used by Public Works for quality management, which will also be
used to manage fleet information. DARTS has purchased Intelex and ATS management will
have read-only access to all records housed there; both DARTS and ATS will have access to
established Public Works expertise in use of Intelex. Target for complete installation and
training: Q4 2023, and Intelex will be live January 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 3

DARTS should appoint a designate to receive driver concerns and complaints. The designate
should be a senior-level representative, sufficiently empowered and accountable for taking
reasonable and appropriate corrective actions to address the driver's complaints/concerns once
validated.

Recommendation 3 Management Response and Original Anticipated Completion Date

Agreed. The contractor advised they have an employee suggestion process available to staff
and will implement a Non-Conformance Reporting (NCR) process for drivers through a Quality
Management System database.

The contractor will include an anonymous reporting feature on their web site for employee use,
and issue resolution will be posted online for DARTS and subcontractor employees.

Anticipated completion date: COMPLETE (incident management reporting system); Q2 2023
(Quality Management System database for anonymous and transparent non-conformance and
resolution reporting).

Status of Management Response
Complete (incident management reporting system).

In progress (Quality Management System database). ATS worked with DARTS and with
the Public Works Quality Management Systems team to move forward with DARTS use of
Intelex, the current platform used by Public Works for quality management, which will also be
used to manage fleet information. DARTS has purchased Intelex and ATS management will
have read-only access to all records housed there; both DARTS and ATS will have access to
established Public Works expertise in use of Intelex. Target for complete installation and
training: Q4 2023.

FLEET CHALLENGE CANADA RECOMMENDATION 4

Complaints and comments by DARTS drivers should be documented and time-stamped, and an
action plan prepared to address the driver’s issue(s) by the DARTS designate selected to receive
driver concerns and complaints.
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Recommendation 4 Management Response and Original Anticipated Completion Date

Agreed. The contractor advised they have an employee suggestion process available to staff
and will be implementing a Non-Conformance Reporting (NCR) process for drivers through a
Quality Management System database.

The contractor will include an anonymous reporting feature on their web site for employee use,
and issue resolution will be posted online for their employees and those of their subcontractors.

Anticipated completion date: COMPLETE (incident management reporting system); Q2 2023
(Quality Management System database for anonymous and transparent non-conformance and
resolution reporting).

Status of Management Response
Complete (incident management reporting system).

In progress (Quality Management System database). ATS worked with DARTS and with
the Public Works Quality Management Systems team to move forward with DARTS use of
Intelex, the current platform used by Public Works for quality management, which will also be
used to manage fleet information. DARTS has purchased Intelex and ATS management will
have read-only access to all records housed there; both DARTS and ATS will have access to
established Public Works expertise in use of Intelex. Target for complete installation and
training: Q4 2023, and Intelex will be live January 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 5

The DARTS designate should ensure that there is a follow-up process in place to advise the
complainant of the actions taken by DARTS to correct the issue.

Recommendation 5 Management Response and Original Anticipated Completion Date

Agreed. The contractor advised they have an employee suggestion process available to staff
and will be implementing a Non-Conformance Reporting (NCR) process for drivers through a
Quality Management System database.

The contractor will include an anonymous reporting feature on their web site for employee use,
and issue resolution will be posted online for their employees and those of their subcontractors.

Anticipated completion date: COMPLETE (incident management reporting system); Q2 2023
(Quality Management System database for anonymous and transparent non-conformance and
resolution reporting).

Status of Management Response
Complete (incident management reporting system).

In progress (Quality Management System database). ATS worked with DARTS and with
the Public Works Quality Management Systems team to move forward with DARTS use of
Intelex, the current platform used by Public Works for quality management, which will also be
used to manage fleet information. DARTS has purchased Intelex and ATS management will
have access to all records housed there; both DARTS and ATS will have read-only access to
established Public Works expertise in use of Intelex. Target for complete installation and
training: Q4 2023, and Intelex will be live January 2024.

THEME B: RECOMMENDATIONS REGARDING DARTS SAFETY PRACTICES
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FLEET CHALLENGE CANADA RECOMMENDATION 6

The DARTS designate should be required to prepare a monthly report to DARTS senior
management and the ATS of all complaints/concerns and corrective actions taken.

Recommendation 6 Management Response and Original Anticipated Completion Date

Agreed. This will be incorporated into a Monthly Report from the contractor to ATS in an
agreed-upon format, to include customer complaints and a summary of the incident
management system referenced above. Customer complaints and Operator incident reports
are currently followed up individually.

Anticipated completion date: Q2 2023 (finalize monthly report format).
Status of Management Response

In progress (finalize monthly report format). All customer complaints, including those
received directly by DARTS, are sent to ATS to log and track. Complaints against DARTS
and its subcontractors are processed individually upon receipt to DARTS to investigate and
respond to. ATS has always followed up on any complaints that have not been responded to
within the targeted turnaround time. ATS now provides weekly reports to DARTS of all
contacts logged. DARTS provides all driver incident reports involving ATS clients as they
occur and regularly sends lists of any incident reports not yet closed by ATS, for ATS staff to
reconcile. Since 2021, DARTS has been providing copies of all incident reports involving
injury or potential injury of clients, including in the event of vehicle collisions.

Collision reports are provided to ATS as individual collisions occur, with repair history as
required, and vehicles are flagged for third party inspection by ATS as needed, before
returning to service. This process will be managed in the Intelex QMS software once it has
been fully installed and DARTS staff trained in its use. Target for complete installation and
training: Q4 2023, and Intelex will be live January 2024.

DARTS provides updated vehicle lists to ATS as vehicles are added/ removed/ suspended
from service, and ATS bases its random selection of vehicles for inspection on these lists.
DARTS has agreed to provide a copy of their internal collision tracking spreadsheet monthly,
until ATS has access to their Intelex database, once installed.

FLEET CHALLENGE CANADA RECOMMENDATION 7

DARTS should take immediate actions to ensure its vehicles, and those of its subcontractors
always meet MTO safety standards, not just when inspections are completed.

Recommendation 7 Management Response and Original Anticipated Completion Date

Agreed. The contractor immediately implemented a 6-month safety check process for all
ambulatory vehicles (all accessible vehicles are already required to have a safety inspection
ever 6 months under MTO regulation). The contractor hired a new Clerk to perform data entry
for subcontractors, licence management, vehicle oversight, etc.

The contractor has been notified that ATS expects internal inspections to be completed
monthly (at a minimum) for all vehicles used to provide service. Sample records are now
audited by ATS, and ATS flags vehicles each month for third party inspections at an MVIS
location beginning with the minimum random selection of five (5) percent of each fleet and
adding more vehicles as is judged to be prudent, based on review of available records and
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previous inspection outcomes. The contractor and subcontractors have been compliant with
the third-party inspection process as communicated by ATS.

Based on the above process, ATS currently selects vehicles for inspection each month, and
will continue to do so until it is satisfied that any residual vehicle issues are resolved.
Expectations regarding the ongoing oversight and audit of contractor and subcontractor vehicle
maintenance will be set in the revised contractor Agreement.

Anticipated completion date: Ongoing (ATS third party inspections); Q2 2023 (refine and
document expectations as part of amending agreement to existing contract).

Status of Management Response

Ongoing (ATS third party inspections). Vehicles continue to be inspected monthly, and are
chosen for inspection based on random selection, collision reports, repair history and prior
inspection results.

In Progress (refine and document expectations as part of amending agreement to
existing contract). Revised Anticipated Completion Dates: Q1 2024 (amending
agreements) Q3 (new Agreement)

FLEET CHALLENGE CANADA RECOMMENDATION 8

Safety inspections of the DARTS fleet, and its subcontractors should be conducted in accordance
with applicable Ministry of Transportation of Ontario (MTO) Safety Standards Inspection (SSI)
protocol and guidelines.

(For further details please see the section of this report that deals with DARTS and DARTS
subcontractor’s practices)

Recommendation 8 Management Response and Original Anticipated Completion Date

Agreed. The contractor has been notified that ATS expects internal inspections to be completed
at least monthly for all vehicles used to provide service: sample records are now audited by ATS
each month and ATS flags vehicles each month for third party inspections at an MVIS location
based on random selection as well as available records. The contractor and its subcontractors
have been compliant with the third-party inspection process as communicated by ATS.

Anticipated completion date: COMPLETE (process in place for ATS third party vehicle
inspections, ATS records inspections, and ATS expectations communicated). Q2 2023 (refine
and document expectations as part of amending agreement to existing contract).

Status of Management Response

Complete (process in place for ATS third party vehicle inspections, ATS records
inspections, and ATS expectations communicated).

In Progress (refine and document expectations as part of amending agreement to
existing contract). Q1 2024 (amending agreements) Q3 (new Agreement)

FLEET CHALLENGE CANADA RECOMMENDATION 9

DARTS should provide drivers instruction on the use of emergency brakes and required to deploy
their emergency brakes whenever their vehicle is stopped.
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Recommendation 9 Management Response and Original Anticipated Completion Date

Agreed. The contractor advised the topic has been included in its Driver Refresher Training
Workshops. Sessions are scheduled for once a year, in groups of 2-3 (so as not to impact
service) and are 4 hours in length.

These workshops are designed to provide refresher opportunities and current issues of the day
based on trends. Recent topics include Q-Straint securement techniques and the new circle
check process in response to recent complaints and audit findings. Subcontractors will be
providing the same training to their drivers and will share the curriculum and content
expectations. Attendees will sign off on participation and filed in their employee records. The
contractor has implemented electronic reminders on driver tablets and notices in driver
mailboxes for safety bulletins.

Anticipated completion date: COMPLETE.

Status of Management Response

Complete (driver instruction on use of emergency brakes).

Additional action in progress (oversight by ATS and HSR of DARTS and subcontractor
Operator training). Due to ongoing customer service and safety issues unrelated to vehicle
maintenance, ATS has requested and received a copy of the DARTS Operator and
subcontractor Operator comprehensive training manuals for review and markup by ATS and
HSR management; plans are in place for ATS and HSR staff to observe upcoming training
sessions. Target for full review of DARTS training process: Q1 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 10
DARTS should ensure that emergency brakes are inspected, tested and functional at all times.
Recommendation 10 Management Response and Original Anticipated Completion Date

Agreed. The contractor has added Emergency brakes to the revised vehicle Circle Check used
by drivers and have been included for checking every time vehicle is in for other repair under the
revised procedures.

Anticipated completion date: COMPLETE.

Status of Management Response

Complete (inspection and testing of emergency brakes by contractor Operators at
every vehicle circle check).

Additional action in progress (ATS and HSR on-site internal process review of DARTS
and subcontractor vehicle circle check). ATS Manager and Senior Project Manager have
now both completed ISO 9001 Internal Auditor training and have participated in the 2023
Public Works internal process reviews, as have the HSR Quality Management Systems
Senior Project Manager and the HSR Quality Management Coordinator. Target for on-site
internal process review of DARTS and subcontractor vehicle circle check: Q1 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 11

DARTS should provide drivers with additional training and regular refresher on completing driver’s
daily inspections.
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Recommendation 11 Management Response and Original Anticipated Completion Date

Agreed. The contractor has advised the topic has been included in Driver Refresher Training
Workshops described above.

Anticipated completion date: COMPLETE.
Status of Management Response

Complete (additional and regular Operator refresher training on completing driver’s
daily inspections).

Additional action in progress (oversight by ATS and HSR of DARTS and subcontractor
Operator training). Due to ongoing customer service issues unrelated to vehicle
maintenance, ATS has requested and received a copy of the DARTS Operator and
subcontractor Operator comprehensive training manuals for review and markup by ATS and
HSR management; plans are in place for ATS and HSR staff to observe upcoming training
sessions. Target for full review of DARTS training process: Q1 2024.

Additional action in progress (on-site internal process reviews of vehicle circle check).
ATS Manager and Senior Project Manager have now both completed ISO 9001 Internal
Auditor training and have participated in the 2023 Public Works internal process reviews, as
have the HSR Quality Management Systems Senior Project Manager and the HSR Quality
Management Coordinator. Target for on-site internal process review of DARTS and
subcontractor vehicle circle check: Q1 2024.

THEME C: RECOMMENDATIONS FOR ATS
FLEET CHALLENGE CANADA RECOMMENDATION 12

ATS should conduct random MTO safety compliance inspections of Contractor (DARTS) and
Subcontractor in-service vehicles.

Recommendation 12 Management Response and Original Anticipated Completion Date

Agreed. ATS has put a robust process in place for inspecting contractor and subcontractor
vehicles:

ATS immediately began inspecting vehicles based on repair history up until October 21; as
these inspections wrapped up, we directed the contractor as of November 16 that we expected
safety inspections to be completed internally at minimum monthly, in addition to regularly
scheduled MTO inspections and operator circle checks.

ATS has begun randomly selecting five (5) percent of vehicles monthly from each provider,
starting in December, for third party safety inspection and on-site records inspection, with
additional vehicles as deemed prudent based on ATS review of available vehicle records and
previous inspection outcomes.

This will be embedded into the Contract Management program.
Anticipated completion date: COMPLETE.
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Status of Management Response

Complete (random MTO compliance inspections of DARTS and subcontractor
vehicles).

Additional action in progress (on-site internal process reviews of vehicle circle check).
ATS Manager and Senior Project Manager have now both completed ISO 9001 Internal
Auditor training and have participated in the 2023 Public Works internal process reviews, as
have the HSR Quality Management Systems Senior Project Manager and the HSR Quality
Management Coordinator. Target for on-site internal process review of DARTS and
subcontractor vehicle circle check: Q1 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 13

Regarding contract language in the current MOA requiring DARTS vehicles to be “certified
mechanically fit and safe” and “meet the requirements of the Ministry of Transportation” (MTO), the
ATS should ensure that contract language is amended to apply the correct terminology and
applicable requirements of the MTO (For further details please see section of this report dealing
with Contracts).

Recommendation 13 Management Response and Original Anticipated Completion Date
Agreed. These terms will be modified through an amending agreement between the parties.
Anticipated completion: Q2 2023 (amending agreements) Q4 (new Agreement).

Status of Management Response

In progress (new contract management framework)

Revised Anticipated Completion Dates: Q1 2024 (amending agreements) Q3 (new
Agreement)

FLEET CHALLENGE CANADA RECOMMENDATION 14

ATS should have real-time online access into a new DARTS fleet maintenance information system
(FMIS) that would be managed and maintained by DARTS. This would enable ATS to verify the
status of all DARTS MTO safety inspections and vehicle histories at any time while saving ATS
time and administrative effort (as opposed to the ATS’ current practice of laboriously tracking
Vehicle Inspection Records (VIRs) in Excel after-the-fact). (For further details please see
recommendations for DARTS later in this report)

Recommendation 14 Management Response and Original Anticipated Completion Date

Agreed. After consideration and consultation with City of Hamilton Information Technology
division and Enterprise Asset Management team, ATS has decided to work with staff to develop
an interim FMIS solution that the contractor will use.

Anticipated completion date: Q2 2023.
Status of Management Response

In progress (FMIS). ATS worked with DARTS and with the Public Works Quality
Management Systems team to move forward with DARTS use of Intelex, the current platform
used by Public Works for quality management, which will also be used to manage fleet
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information. DARTS has purchased Intelex and ATS management will have read-only access
to all records housed there; both DARTS and ATS will have access to established Public
Works expertise in use of Intelex. Target for complete installation and training: Q4 2023, and
Intelex will be live January 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 15

DARTS and DARTS subcontractor’s driver’s daily inspections should be in electronic format (as
opposed to paper-based as they are now). ATS should have real-time access to drivers’ inspection
electronic records. Driver’s electronic daily reports should be integrated into a fleet maintenance
information system (FMIS) managed by DARTS. ATS should always have online access to the
system to confirm actions are being taken by DARTS and subcontractors when defects are
reported by drivers.

Recommendation 15 Management Response and Original Anticipated Completion Date

Agree in part. ATS is now regularly conducting on-site inspections of DARTS and subcontractor
vehicle records, including driver’s daily inspections. ATS also requests additional records based
on repair history or third-party inspection outcomes, as it deems necessary. The contractor has
advised its current paper-based form has been updated to include more focus on undercarriage,
tire check, visible fluids on ground. Proper completion of circle checks is part of new driver
training. The process for driver reporting for major defect going into service aligns with industry
norms. There are few known technologies for electronic pre-trip checks. The contractor is not
acting on this recommendation at this time.

ATS notes that some of this functionality for electronic access to records will be addressed in
the response to Recommendation 14.

Anticipated completion date: NOT APPLICABLE
FLEET CHALLENGE CANADA RECOMMENDATION 16

Vehicle inspection worksheets prepared to guide technicians in completing DARTS and
subcontractor vehicle safety inspections should be reviewed by the ATS to confirm full compliance
with applicable MTO Safety Standards Inspection guidelines (see previous point).

Recommendation 16 Management Response and Original Anticipated Completion Date

Agree. Working with the HSR Manager of Fleet Maintenance, ATS has reviewed monthly
inspection forms in use by the contractor to provide direction for improvement and sample forms
to use to ensure MTO compliance. The contractor is working with its subcontractors and with
ATS to ensure all recommended amendments are clearly applied.

Anticipated completion date: COMPLETE (review and direction from ATS).
Status of Management Response

Additional action in progress (on-site internal process reviews of vehicle circle check).
ATS Manager and Senior Project Manager have now both completed ISO 9001 Internal
Auditor training and have participated in the 2023 Public Works internal process reviews, as
have the HSR Quality Management Systems Senior Project Manager and the HSR Quality
Management Coordinator. Target for on-site internal process review of DARTS and
subcontractor vehicle circle check: Q1 2024.
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FLEET CHALLENGE CANADA RECOMMENDATION 17

ATS should review and ensure that vehicle inspection worksheets prepared to guide technicians in
completing DARTS and subcontractor vehicle safety inspections must be signed by the licensed
mechanic completing the inspections.

Recommendation 17 Management Response and Original Anticipated Completion Date

Agreed. Working with the HSR Manager of Fleet Maintenance, ATS has reviewed monthly
inspection forms in use by DARTS and provided direction for improvement and sample forms to
use to ensure MTO compliance. The contractor is working with its subcontractors and with ATS
to ensure all recommended amendments are clearly applied. Mechanic’s name, signature and
license number are now added to all vehicle inspection worksheets.

Anticipated completion date: COMPLETE (review and direction from ATS).
Status of Management Response

Additional action in progress (on-site internal process reviews of vehicle circle check).
ATS Manager and Senior Project Manager have now both completed ISO 9001 Internal
Auditor training and have participated in the 2023 Public Works internal process reviews, as
have the HSR Quality Management Systems Senior Project Manager and the HSR Quality
Management Coordinator. Target for on-site internal process review of DARTS and
subcontractor vehicle circle check: Q1 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 18

DARTS and DARTS subcontractors should provide ATS with current copies of the trade licenses
for their technicians/mechanics engaged in completing their MTO safety inspections and advise
the ATS in the event of mechanic’s trade certificate suspensions.

Recommendation 18 Management Response and Original Anticipated Completion Date

Agreed. All DARTS and DARTS subcontractor mechanic’s license numbers have been provided
to ATS for verification in the Skilled Trades Ontario public register. Expectations regarding
updates to ATS in the event of license suspensions will be set in the revised contractor
Agreement.

Anticipated date of completion: COMPLETE (review of DARTS and subcontractor mechanic’s
licenses); Q2 2023 (refine and document expectations as part of amending agreement to
existing contract).

Status of Management Response
Complete (review of DARTS and subcontractor mechanic’s licenses).

In Progress (refine and document expectations as part of amending agreement to
existing contract). Q1 2024 (amending agreement)

FLEET CHALLENGE CANADA RECOMMENDATION 19

Maijor portions of the DARTS Master Operating Agreement (MOA) are no longer relevant. A new
MOA is needed, ideally prepared with a clean slate approach. (Please see Contracts section of this
report).
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Recommendation 19 Management Response and Original Anticipated Completion Date

Agreed. ATS acknowledges that the existing contract between the parties is insufficient. The
overall approach to arrive at a new agreement will be undertaken in two parts:

e For existing terms which require minor updates or revisions, the Transit Division will work
with internal legal counsel to issue an amending agreement to the existing contract
between the parties, where it is practical to do so to cover interim matters pending the
preparation of a new agreement. (in progress)

e For areas which require either substantive changes or new requirements, the Director of
Transit will define business terms through discussions with the contractor. Legal counsel
will thereafter prepare the appropriate terms and conditions for inclusion in a new
agreement for the parties to execute. (not yet started)

Anticipated completion: Q2 2023 (amending agreements); Q4 (new Agreement).
Status of Management Response
In progress (new MOA). Q4 (new Agreement)

FLEET CHALLENGE CANADA RECOMMENDATION 20

An approval process and protocol to be followed by DARTS and ATS should be in place in the
MOA regarding fuel rates and upcharges, weekend rates and in general, all relevant pricing and
rate structures. (Please see Contracts section of this report)

Recommendation 20 Management Response and Original Anticipated Completion Date

Agreed. ATS acknowledges that the existing contract between the parties is insufficient. The
overall approach to arrive at a new agreement will be undertaken in two parts:

e For existing terms which require minor updates or revisions, the Transit Division will work
with internal legal counsel to issue an amending agreement to the existing contract
between the parties, where it is practical to do so to cover interim matters pending the
preparation of a new agreement. (in progress)

e For areas which require either substantive changes or new requirements, the Director of
Transit will define business terms through discussions with the contractor. Legal counsel
will thereafter prepare the appropriate terms and conditions for inclusion in a new
agreement for the parties to execute. (not yet started)

Anticipated completion: Q2 2023 (amending agreements); Q4 2023 (new Agreement).
Status of Management Response

In progress (new MOA) Revised Anticipated Completion Dates: Q4 (new Agreement)

FLEET CHALLENGE CANADA RECOMMENDATION 21

Language in the DARTS subcontractors Service Agreements regarding Validated Registered
Drivers should be reviewed to include pre-hire driver abstracts, and follow-up abstracts after hire.
(Please see Contracts section of this report)
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Recommendation 21 Management Response and Original Anticipated Completion Date

Agreed. DARTS will include language from its contract into those of their subcontractors for
consistency.

Anticipated completion: Q4 2023.
Status of Management Response

In progress (subcontractor agreements). Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 22

Language in the DARTS subcontractors Service Agreements regarding Validated Registered
Drivers should be reviewed to define the minimum standards for drivers and include a maximum
demerit point threshold. (Please see Contracts section of this report)

Recommendation 22 Management Response and Original Anticipated Completion Date

Agreed. DARTS will include language from its contract into those of their subcontractors for
consistency.

Anticipated completion: Q4 2023.
Status of Management Response

In progress (subcontractor agreements).

In progress (new contract management framework) Revised Anticipated Completion
Dates: Q1 2024 (amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 23

Language in the DARTS subcontractors Service Agreements should include a commitment to
professional driver improvement courses (PDIC) or remedial training, rather than taking a punitive
approach when driver complaints are received, as is the current practice. (Please see Contracts
section of this report)

Recommendation 23 Management Response and Original Anticipated Completion Date

Agreed. DARTS will include language from its contract into those of their subcontractors for
consistency.

Anticipated completion: Q4 2023.
Status of Management Response
In progress (subcontractor agreements)
Revised Anticipated Completion Dates: Q1 2024 (amending agreements)

THEME D: RECOMMENDATIONS FOR DARTS

FLEET CHALLENGE CANADA RECOMMENDATION 24

DARTS should practice vigilance regarding the contractual vehicle safety inspection requirements
and maintenance procedures of its subcontractors to prevent a recurrence of unsafe subcontractor
vehicles being operated in the DARTS fleet.
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Recommendation 24 Management Response and Original Anticipated Completion Date

Agreed. DARTS reports it has directed all sub-contractors vehicles to subject vehicles to
monthly inspections and forward the paperwork to DARTS to monitor vehicle repairs; random
selections for inspection by DARTS are now in effect in addition to the 6-month safety
inspections in place.

Anticipated completion: Ongoing (DARTS implementation of internal monthly inspections
process); COMPLETE (6-month safety inspections implemented).

Status of Management Response
Ongoing (DARTS implementation of internal monthly inspections process).

Complete (6-month safety inspections implemented). DARTS reports they are also
monitoring 1-month inspections of all subcontractor and DARTS vehicles

Additional action in progress (on-site internal process reviews of vehicle circle check).
ATS Manager and Senior Project Manager have now both completed ISO 9001 Internal
Auditor training and have participated in the 2023 Public Works internal process reviews, as
have the HSR Quality Management Systems Senior Project Manager and the HSR Quality
Management Coordinator. Target for on-site internal process review of DARTS and
subcontractor vehicle circle check: Q1 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 25

DARTS preventive maintenance (PM) inspections should be increased in intensity and frequency
to reduce or eliminate safety defects — how much they need to increase would be determined by a
new fleet maintenance information system (FMIS) (See point #28 below regarding fleet
maintenance systems) based on “uptime” tracking functionalities of the FMIS.

Recommendation 25 Management Response and Original Anticipated Completion Date

Agreed. After consideration and consultation with City of Hamilton Information Technology
division and Enterprise Asset Management team, ATS has decided to work with staff to develop
an interim FMIS in that will align with City of Hamilton practices.

ATS notified DARTS that it should be completing internal inspections at least monthly for all
vehicles used to provide service. ATS audits sample records and then flags vehicles each
month for third party inspections at an MVIS location based on both a minimum random
selection, and on available records and previous inspection outcomes.

DARTS and subcontractors have been compliant with the third-party inspection process as
communicated by ATS. DARTS reports it has implemented monthly vehicle inspection process
for their fleet and that of their subcontractors, but ATS notes this has not yet been fully realized.

Anticipated completion date: COMPLETE (ATS third-party vehicle and ATS records
inspections process implemented); Q2 2023 (FMIS); ongoing (DARTS internal monthly
inspections process implemented).

Status of Management Response
Complete (ATS third-party vehicle and ATS records inspections process implemented).

Ongoing (DARTS internal monthly inspections process implemented).
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In progress (FMIS). ATS worked with DARTS and with the Public Works Quality
Management Systems team to move forward with DARTS use of Intelex, the current platform
used by Public Works for quality management, which will also be used to manage fleet
information. DARTS has purchased Intelex and ATS management will have read-only access
to all records housed there; both DARTS and ATS will have access to established Public
Works expertise in use of Intelex. Target for complete installation and training: Q4 2023, and
Intelex will be live January 2024.

Additional action in progress (on-site internal process reviews of vehicle circle check).
ATS Manager and Senior Project Manager have now both completed ISO 9001 Internal
Auditor training and have participated in the 2023 Public Works internal process reviews, as
have the HSR Quality Management Systems Senior Project Manager and the HSR Quality
Management Coordinator. Target for on-site internal process review of DARTS and
subcontractor vehicle circle check: Q1 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 26

The requirement for subcontractors’ drivers to complete daily vehicle circle checks, and the
processes of managing the checks, and in particular, defects reported by drivers, should be
defined in the subcontractor’s service agreements (SAs)

Recommendation 26 Management Response and Original Anticipated Completion Date

Agreed. DARTS reports that all defect paperwork and maintenance checks for operators and
subcontractors are being updated; DARTS will set expectations for subcontractors in updated
subcontractor service agreements.

Anticipated completion date: Q4 2023.
Status of Management Response

In progress (subcontractor agreements). Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 27

DARTS should immediately implement quality assurance measures. In its current preventive
maintenance practices, there are no quality assurance processes in place at DARTS. We feel this
is likely the root cause of the high rate of safety inspection failures during the recent safety
inspection campaign.

The DARTS Maintenance/Driver Supervisor is not a licenced mechanic and therefore not in
possession of the skills and accreditations required to confirm that the work of the mechanics is
satisfactory.

As one option, DARTS should consider a new Lead Mechanic job classification, in which a
licensed mechanic would be given responsibility for final inspection of work completed by DARTS
mechanics thusly assuring quality and increasing adherence to safety protocols.
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Recommendation 27 Management Response and Original Anticipated Completion Date

Agreed. DARTS advised it has restructured its Maintenance area, hiring a shop assistant, three
technicians (mechanics) and recruited a Lead Mechanic. Additionally, one of its existing
technicians has been promoted to a Supervisor position.

ATS is working with City staff to explore a QMS database solution for DARTS that aligns with
City processes, but DARTS will be required to have their own internal QMS.

DARTS reports they continue to use various software programs with tiered access according to
position responsibilities; DARTS is currently investigating International Organization for
Standardization (ISO) 9001 quality management training for the DARTS Supervisor of Quality
Assurance, to be pursued in 2023.

Anticipated completion date: COMPLETE (licensed supervising mechanic and shop assistant);
Q2 2023 (Quality Management System database); Q4 2023 (DARTS staff QMS training).

Status of Management Response
Complete (licensed supervising mechanic and shop assistant).

In progress (Quality Management System database). ATS worked with DARTS and with
the Public Works Quality Management Systems team to move forward with DARTS use of
Intelex, the current platform used by Public Works for quality management, which will also be
used to manage fleet information. DARTS has purchased Intelex and ATS management will
have read-only access to all records housed there; both DARTS and ATS will have access to
established Public Works expertise in use of Intelex. Target for complete installation and
training: Q4 2023, and Intelex will be live January 2024.

DARTS reports the DARTS Executive Assistant has taken the ISO 9001:2015 Implementing
a Quality Management System course (July 2023).

FLEET CHALLENGE CANADA RECOMMENDATION 28

DARTS should invest in a proper fleet maintenance information system (FMIS) to replace the
current whiteboard. The fleet maintenance scheduling and management functionalities of the
current program, which was developed in-house, are far inadequate for the needs of a modern
fleet.

Recommendation 28 Management Response and Original Anticipated Completion Date

Agreed. After consideration and consultation with City of Hamilton Information Technology
division and Enterprise Asset Management team, ATS has decided to work with staff to develop
an interim FMIS in that will align with City of Hamilton practices.

Anticipated completion date: Q2 2023.

In progress (FMIS). ATS worked with DARTS and with the Public Works Quality
Management Systems team to move forward with DARTS use of Intelex, the current platform
used by Public Works for quality management, which will also be used to manage fleet
information. DARTS has purchased Intelex and ATS management will have read-only access
to all records housed there; both DARTS and ATS will have access to established Public
Works expertise in use of Intelex. Target for complete installation and training: Q4 2023, and
Intelex will be live January 2024.
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FLEET CHALLENGE CANADA RECOMMENDATION 29

The recommended FMIS (see above) should be capable of multi-criteria preventive maintenance
(PM) scheduling, tracking DARTS and subcontractor maintenance and safety inspection histories
(now tracked by ATS externally in Excel), enable complex cost-analysis, track fuel usage and
driver profiles, abstracts and a myriad of other functions required by a modern fleet. Electronic
drivers’ daily inspections should be connected to the FMIS to replace paper-based records now in
place.

Recommendation 29 Management Response and Original Anticipated Completion Date

Agreed. After consideration and consultation with City of Hamilton Information Technology
division and Enterprise Asset Management team, ATS has decided to work with staff to develop
an interim FMIS in that will align with City of Hamilton practices.

Anticipated completion date: Q2 2023.

In progress (FMIS). ATS worked with DARTS and with the Public Works Quality
Management Systems team to move forward with DARTS use of Intelex, the current platform
used by Public Works for quality management, which will also be used to manage fleet
information. DARTS has purchased Intelex and ATS management will have read-only access
to all records housed there; both DARTS and ATS will have access to established Public
Works expertise in use of Intelex. Target for complete installation and training: Q4 2023, and
Intelex will be live January 2024.

FLEET CHALLENGE CANADA RECOMMENDATION 30

In the long-term, and once quality assurance processes are in place and the issue of safety
inspections failures has been fully addressed in a manner that is acceptable to the ATS, DARTS
should consider re-applying to become a licenced, accredited Ministry of Transportation (MTO)
Motor Vehicle Inspection Station (MVIS).

If successful in becoming an MVIS, it would lower costs and increase efficiencies by eliminating the
dependency on third-party garages for performing its MTO safety inspections.

That stated, without having quality assurance processes in place, as is the situation now, it would
be risky if DARTS was able to complete its own MTO safety inspections given the results (~26%
fail rate) from our independent safety inspections. At this time, a licenced, independent third-party
MTO Motor Vehicle Inspection Station (MVIS) of the City’s choosing would be a more prudent
choice.

Recommendation 30 Management Response and Original Anticipated Completion Date

Agree in part. The DARTS location is unsuitable as an MVIS station as DARTS does not hold a
lease to occupy its operating location at a facility that is shared by several different City
divisions. To ensure our absolute confidence in MTO inspection outcomes, ATS has arranged a
location for external third party MTO-grade inspections, as the prudent choice outlined in
Recommendation 30 (above).

Anticipated completion date: NOT APPLICABLE (Contractor as MVIS); COMPLETE (process in
place for third party MVIS inspections).
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Status of Management Response
Complete (process in place for third party MVIS inspections).

FLEET CHALLENGE CANADA RECOMMENDATION 31

Under the terms of the MOA, there is a contractual requirement for DARTS use of subcontractors
to be approved by the General Manager of Public Works. DARTS management should
immediately seek this approval for existing and future subcontractors and ensure that
documentation of the approval(s) is available at all times.

Recommendation 31 Management Response and Original Anticipated Completion Date

Agreed. There are currently 3 subcontractors that DARTS utilizes to provide shared ride
specialized transit service. DARTS reports all subcontractor contracts are currently with DARTS
legal, and changes are being applied as requested by the City in response to Audit
recommendations. DARTS anticipates completion of the sub-contractor contract drafts by
March 2023, for submission to the City for review, noting that the drafts will be more fully
informed by the terms in the new City and DARTS Agreement.

ATS notes that since September of 2022, challenges with subcontractors have continued.
Anticipated completion date: Q1 2023 (DARTS draft revised subcontractor agreements).
Status of Management Response

In progress (subcontractor agreements). Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 32

DARTS should conduct a detailed financial review to compare the cost of subcontractor vehicles
versus similar vehicles being obtained by DARTS through leases, rentals, or purchases. The latter
options may be more cost-effective than previously expected. Consider issuing an RFQ/Q for the
provision options (i.e., buy, rent or lease) for acquisition of light-duty vans now being provided by
its subcontractors.

Recommendation 32 Management Response and Original Anticipated Completion Date

Agree to investigate. DARTS has committed to undertaking this assessment, however, note that
their current rented location at 330 Wentworth cannot house additional vehicles if expansion
was considered. DARTS will perform this cost analysis and report back to ATS by Q2 2023.

Anticipated completion date: Q2 2023.
Status of Management Response

In progress (assessment of current fleet configuration). DARTS has projected an
increase (before inflation) to their cost per trip of approximately 9 % if no subcontractors are
used, and an increase of approximately 7% if only one subcontractor is used. DARTS has
since reduced the number of subcontractors from two to three, at no impact to the 2024
budget. DARTS predicts improved control over Operator training and service delivery as a
result. DARTS advises that there is capacity to assign all schedules to one of the remaining
subcontractors should another subcontractor agreement terminate.
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THEME E: RECOMMENDATIONS FOR DARTS REGARDING ITS SUBCONTRACTORS
FLEET CHALLENGE CANADA RECOMMENDATION 33

DARTS should take a vigilant approach in managing its subcontractors as far as their vehicle
safety inspections and quality standards. For example, DARTS should require that annual MTO
Safety Standards Inspections and 6-month accessible vehicle MTO Safety Standards Inspections
required under the subcontractor Service Agreements to be carried out at MTO licenced Motor
Vehicle Inspection Stations (MVIS’) of DARTS choice, not the subcontractors.

Recommendation 33 Management Response and Original Anticipated Completion Date

Agreed. DARTS reports all subcontractors have been contacted with dates for 6-month safety
inspections at the MVIS station of DARTS’ choice.

In the intermission, ATS is reviewing subcontractor vehicle information with DARTS and sending
vehicles for third party assessment when required. ATS can advise that challenges with the
subcontractors has not resolved since October of 2022.

Anticipated completion date: ongoing.

Status of Management Response

Complete (process in place for third party MVIS inspections). ATS continues to observe
inspection failures with subcontractor vehicles, as noted in report PWXXXX. DARTS reports
they are monitoring 1-month and 6-month safety inspections for DARTS and subcontractor
vehicles.

RECOMMENDATION 34

DARTS should re-investigate its dependency on outsourced subcontractors. Cost-effective
alternatives may include in-sourcing the services now outsourced to the sub-contractors.

Recommendation 34 Management Response and Original Anticipated Completion Date

Agree to investigate. DARTS has committed to undertaking this assessment, however, note that
their current rented location at 330 Wentworth cannot house additional vehicles if expansion
was considered.

ATS also notes that if subcontractors are no longer used, there is a risk of having no alternatives
for service. DARTS will perform this cost analysis and report back to ATS by Q2 2023. ATS will
also consider other alternatives.

Anticipated completion date: Q2 2023.
Status of Management Response

In progress (assessment of current fleet configuration). DARTS has projected an
increase (before inflation) to their cost per trip of approximately 9 % if no subcontractors are
used, and an increase of approximately 7% if only one subcontractor is used. DARTS has
since reduced the number of subcontractors from two to three, at no impact to the 2024
budget. DARTS predicts improved control over Operator training and service delivery as a
result. DARTS advises that there is capacity to assign all schedules to one of the remaining
subcontractors should another subcontractor agreement terminate.
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RECOMMENDATION 35

DARTS should complete comprehensive business case analysis to revisit the lowest cost options
between insourcing or outsourcing to subcontractors

Recommendation 35 Management Response and Original Anticipated Completion Date

Agree to investigate. DARTS has committed to undertaking this assessment, however, note that
their current rented location at 330 Wentworth cannot house additional vehicles if expansion
was considered.

ATS also notes that if subcontractors are no longer used, there is a risk of having no alternatives
for service. DARTS will perform this cost analysis and report back to ATS by Q22023. ATS will
also consider other alternatives.

Anticipated completion date: Q2 2023.
Status of Management Response

In progress (business case to revisit lowest cost options between insourcing or
outsourcing to subcontractors). DARTS has projected an increase (before inflation) to
their cost per trip of approximately 9 % if no subcontractors are used, and an increase of
approximately 7% if only one subcontractor is used. DARTS has since reduced the number of
subcontractors from two to three, at no impact to the 2024 budget. DARTS predicts improved
control over Operator training and service delivery as a result. DARTS advises that there is
capacity to assign all schedules to one of the remaining subcontractors should another
subcontractor agreement terminate.

RECOMMENDATION 36

For vehicles now provided and driven by DARTS subcontractors, DARTS should consider a hybrid
business model in which DARTS would provide and maintain the vehicles while drivers would be
provided and managed by contracted driver pool service-provider(s).

Recommendation 36 Management Response and Original Anticipated Completion Date

Agree in part. ATS agrees with the investigation of alternative service models. Our immediate
priority is public safety and the above suggestion would add management and oversight
complexity.

DARTS reports its current location cannot accommodate housing and maintaining the vehicles
currently housed on two subcontractor lots, and one subcontractor employs unionized staff who
are allowed to bring their vehicles directly home at the end of their shift, as part of their collective
bargaining agreement.

Anticipated completion date: NOT APPLICABLE.
RECOMMENDATION 37

DARTS subcontractor Service Agreements should set a limit regarding the maximum age and total
kilometres for subcontractor vehicles. As a starting point, we recommend vehicles should be no
older than five model years and 200,000 total kilometres, but these thresholds should be confirmed
through historical operating data and safety inspection failure rate analysis.
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Recommendation 37 Management Response and Original Anticipated Completion Date

Agreed. This is a material change in existing agreements. ATS will work directly with DARTS to
review repair and inspection history of vehicles with more than 200,000 total kilometres and
older than 10 model years to determine if this should be adjusted in the subcontractor
agreements.

DARTS reports it has directed subcontractors to retire vehicles after 10 model years but have
not applied a cap to kilometres.

Anticipated completion date: Q2 2023 (amending agreements).

Status of Management Response

In progress (subcontractor agreements). DARTS has applied a 100,000 km mileage cap
in its updated subcontractor agreement. Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

THEME F: RECOMMENDATIONS - INSURANCE
FLEET CHALLENGE CANADA RECOMMENDATION 38

DARTS should require subcontractors to obtain insurance coverage that applies to all vehicles
owned or operated by the insured (as opposed to insurance coverage for specific vehicles
identified by their vehicle identifications numbers, fleet unit numbers, makes/model/year of units or
other methods).

Recommendation 38 Management Response and Original Anticipated Completion Date

Agreed. ATS is requesting copies of Certificate of Insurance (COlI) for all vehicles owned and
operated, as COls are renewed. The type of policy used to cover all owned and operated
vehicles is dependent on insurance policies obtained by subcontractors under the current
DARTS MOA and subcontractor service agreements. COls are reviewed for compliance under
these agreements and sent for review by the City of Hamilton Legal and Risk Management
Service. Contract language governing insurance in both the DARTS MOA and subcontractor
service agreements will be reviewed to include the requirement for vehicle coverage that applies
to “all owned or leased” as opposed to vehicle-specific “as described” coverage, to avoid the
extra administrative work necessary to track coverage for individual vehicles added or removed
from service. There may be circumstances wherein subcontractors are only able to procure “as
described” coverage. In these instances, Risk Management Services will review the coverage
to ensure compliance.

Anticipated completion date: Q4 2023 (revised subcontractor service agreement).

Status of Management Response

In progress (subcontractor agreements). Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 39

DARTS and ATS, as additional named insureds, on subcontractor’s insurance policies should be
provided legally notarized copies of the subcontractor’s certificates of insurance (COls).
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Recommendation 39 Management Response and Original Anticipated Completion Date

Agreed, with an alternative and more vigilant approach as determined in consultation with the
subject matter experts in Legal and Risk Management Services. Insurance documents from
DARTS and/or their subcontractors should be submitted to ATS directly from the insurers, and
then provided to Risk Management for a fulsome review, with a reserved right to request
additional information and/ or notarized copies as needed to satisfy the City. Subject matter
experts in Risk Management will reach directly out to these insurers as required. ATS has
provided this direction to DARTS in a letter reviewed by Legal and Risk Management Services.

Anticipated completion date: Q3 2023 (last subcontractor renewal due).
Status of Management Response

Complete (implementation of ATS review of insurance documents directly submitted
from subcontractor’s insurers)

In progress (subcontractor agreements). Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 40

In subcontractor COls, DARTS and ATS should be provided full details including Declarations
(e.g., at minimum the risks that are covered, policy limits, and deductibles), Insuring Agreements
(e.g., policy conditions, exclusions and special limits, risks that are covered, policy limits, and
deductibles, other insureds, a list of form numbers and endorsements that add to or alter the
policy, losses covered, the subject matter of the insurance and description of the property covered,
the perils insured against and circumstances when the insured may receive the proceeds of the
insurance), Policy Conditions and Exclusions and Special Limits.

Recommendation 40 Management Response and Original Anticipated Completion Date

Agreed, with an alternative and more vigilant approach as determined in consultation with the
subject matter experts in Legal and Risk Management Services. Insurance documents from
DARTS and/or their subcontractors should be submitted to ATS directly from the insurers, and
then provided to Risk Management for a fulsome review, with a reserved right to request
additional information and/ or notarized copies as needed to satisfy the City. Subject matter
experts in Risk Management will reach directly out to these insurers as required. ATS has
provided this direction to DARTS in a letter reviewed by Legal and Risk Management Services.

Anticipated completion date: Q3 2023 (last subcontractor renewal due).
Status of Management Response

Complete (implementation of ATS review of insurance documents directly submitted
from subcontractor’s insurers)

In progress (subcontractor agreements). Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 41
DARTS and ATS should be provided legally notarized subcontractor insurance COls at least

annually, any time changes are made to the policies, whenever a vehicle is added to the
subcontractor’s fleet, or any time a vehicle is returned to active DARTS service.
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Recommendation 41 Management Response and Original Anticipated Completion Date

Agreed, with an alternative and more vigilant approach as determined in consultation with the
subject matter experts in Legal and Risk Management Services. Insurance documents from
DARTS and/or their subcontractors should be submitted to ATS directly from the insurers, and
then provided to Risk Management for a fulsome review, with a reserved right to request
additional information and/ or notarized copies as needed to satisfy the City. Subject matter
experts in Risk Management will reach directly out to these insurers as required. ATS has
provided this direction to DARTS in a letter reviewed by Legal and Risk Management Services.

Anticipated completion date: Q3 2023 (last subcontractor renewal due).
Status of Management Response

Complete (implementation of ATS review of insurance documents directly submitted
from subcontractor’s insurers)

In progress (subcontractor agreements). Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 42

City of Hamilton Risk Management should review and approve in writing to DARTS and ATS
management, the legally notarized COls provided by each subcontractor’s insurers before vehicles
are put into active service in the DARTS operation.

Recommendation 42 Management Response and Original Anticipated Completion Date

Agreed, with an alternative and more vigilant approach as determined in consultation with the
subject matter experts in Legal and Risk Management Services. Insurance documents from
DARTS and/or their subcontractors should be submitted to ATS directly from the insurers, and
then provided to Risk Management for a fulsome review, with a reserved right to request
additional information and/ or notarized copies as needed to satisfy the City. Subject matter
experts in Risk Management will reach directly out to these insurers as required. ATS has
provided this direction to DARTS in a letter reviewed by Legal and Risk Management Services.

Anticipated completion date: Q3 2023 (last subcontractor renewal due).

Status of Management Response

Complete (implementation of ATS review of insurance documents directly submitted
from subcontractor’s insurers)

In progress (subcontractor agreements). Revised Anticipated Completion Dates: Q1 2024
(amending agreements)

FLEET CHALLENGE CANADA RECOMMENDATION 43

City of Hamilton Risk Management should review subcontractor insurance requirements at least
annually.

Recommendation 42 Management Response and Original Anticipated Completion Date

Agreed. City of Hamilton Risk Management reviews all COl’'s upon renewal and requests
amendments where any deficiencies are noted.
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Anticipated completion date: COMPLETE (all COls and any amendments as required are
submitted by ATS to Risk Management for review).

Status of Management Response

Complete (all COIs and any amendments as required are submitted by ATS to Risk
Management for review).

THEME G: RECOMMENDATIONS - CONTRACTS - THE MOA
FLEET CHALLENGE CANADA RECOMMENDATION 44

The DARTS Master Operating Agreement (MOA) should be re-written or replaced in its entirety.
Although DARTS business structure has changed significantly over the years the MOA was
executed almost ten years ago and has remained much the same:

e MOA Schedule A is irrelevant as it relates to vehicles and buses, they (the City) leased to
DARTS, however there are no buses leased to the City as of last year

e MOA Schedule B relates to IT Services and has been stricken as DARTS procure their own
servers and licences

e MOA Schedule C relates to City-owned land, offices & parking used by DARTS
e ATS no longer handles reservations — now DARTS manages
FLEET CHALLENGE CANADA RECOMMENDATION 45

The terminology used in the MOA section 3.3.13 c): “Certificate of Mechanical Fitness” should be
referred to as the Ministry of Transportation (MTO) Safety Standards Inspection (SSI) program.

FLEET CHALLENGE CANADA RECOMMENDATION 46

The MOA should define requirements of accessible vehicles that must receive MTO accessible
vehicle safety inspections every 6-months.

FLEET CHALLENGE CANADA RECOMMENDATION 47

The MOA should be re-worded to require the Contractor (DARTS) to keep records of vehicle
maintenance (it now refers to Schedule A regarding leased City-owned vehicles)

FLEET CHALLENGE CANADA RECOMMENDATION 48

The MOA should define the requirement for driver’s daily pre-trip inspections and the processes for
managing documentation of, and actions resulting from these inspections.

FLEET CHALLENGE CANADA RECOMMENDATION 49

The MOA should set out the requirements regarding driver screening and driver’'s abstracts, both
pre-hire and during employment.

FLEET CHALLENGE CANADA RECOMMENDATION 50

The MOA contract language should define the minimum standards as far as DARTS driver's
demerit point status.
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Themed Recommendations 44-50 Management Response and Original Anticipated
Completion Date

Agreed. ATS acknowledges that the existing contract between the parties is insufficient. The
overall approach to arrive at a new agreement will be undertaken in two parts:

e For existing terms which require minor updates or revisions, the Transit Division will work
with internal legal counsel to issue an amending agreement to the existing contract
between the parties, where it is practical to do so to cover interim matters pending the
preparation of a new agreement. (in progress)

e For areas which require either substantive changes or new requirements, the Director of
Transit will define business terms through discussions with the contractor. Legal counsel
will thereafter prepare the appropriate terms and conditions for inclusion in a new
agreement for the parties to execute. (not yet started)

Anticipated completion: Q2 2023 (amending agreements) Q4 (new Agreement)
Status of Management Response

In progress (new MOA). Revised Anticipated Completion Dates: Q1 2024 (amending
agreements)

THEME H: RECOMMENDATIONS — CONTRACTS - SUBCONTRACTOR SERVICE
AGREEMENTS (SAS)

FLEET CHALLENGE CANADA RECOMMENDATION 51

Subcontractor Service Agreements (SAs) should be aligned with the DARTS MOA contractual
obligations to the City.

FLEET CHALLENGE CANADA RECOMMENDATION 52

Contract language throughout the subcontractor SAs including current references to “Certificate of
Mechanical Fitness”, should be updated to correctly refer to the Ministry of Transportation (MTO)
Safety Standards Inspection (SSI) program.

FLEET CHALLENGE CANADA RECOMMENDATION 53

The SAs should define requirements for accessible vehicles to receive MTO accessible vehicle
safety inspections every 6-months.

FLEET CHALLENGE CANADA RECOMMENDATION 54

The SAs should be re-worded to require the subcontractors to keep records of vehicle
maintenance and promptly provide such records to DARTS

FLEET CHALLENGE CANADA RECOMMENDATION 55

The SAs should define minimum acceptable vehicle safety and preventive maintenance (PM)
standards consistent with MTO safety standards.
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FLEET CHALLENGE CANADA RECOMMENDATION 56

The SAs should set out the consequence of non-compliance with MTO safety standards.

FLEET CHALLENGE CANADA RECOMMENDATION 57

The SAs should define the consequence of non-compliance with MTO safety and PM standards,
up to and including cancellation of their SA contracts

FLEET CHALLENGE CANADA RECOMMENDATION 58

The SAs should define the requirement for driver's daily pre-trip inspections, the processes for
managing documentation of, and corrective actions resulting from these inspections.

FLEET CHALLENGE CANADA RECOMMENDATION 59

The SAs should set out the requirements regarding driver screening and driver’s abstracts, both
pre-hire and during employment.

FLEET CHALLENGE CANADA RECOMMENDATION 60

The SAs contract language should define the minimum standards as far as driver’s demerit point
status.

FLEET CHALLENGE CANADA RECOMMENDATION 61

The SAs should include specific language requiring subcontractor vehicles to conform to safety
requirements for the modification and construction of accessible vehicles.

FLEET CHALLENGE CANADA RECOMMENDATION 62

Language in the SAs regarding Validated Registered Drivers should be reviewed to include pre-
hire driver abstracts, and follow-up abstracts after hire.

FLEET CHALLENGE CANADA RECOMMENDATION 63

Language in the SAs regarding Validated Registered Drivers should be reviewed to define the
minimum standards for drivers and a maximum demerit point threshold.

FLEET CHALLENGE CANADA RECOMMENDATION 64

Language in the SAs should include remedial measures such as professional driver improvement
courses (PDIC) or training, rather than taking a punitive approach when driver complaints are
received.

Themed Recommendations 51-64 Management Response and Original Anticipated
Completion Date

Agreed. ATS acknowledges that the existing contract between the parties is insufficient. The
overall approach to arrive at a new agreement will be undertaken in two parts:

e For existing terms which require minor updates or revisions, the Transit Division will work
with internal legal counsel to issue an amending agreement to the existing contract
between the parties, where it is practical to do so to cover interim matters pending the
preparation of a new agreement. (in progress)

e For areas which require either substantive changes or new requirements, the Director of
Transit will define business terms through discussions with the contractor. Legal counsel
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will thereafter prepare the appropriate terms and conditions for inclusion in a new
agreement for the parties to execute. (not yet started)

Anticipated completion: Q2 2023 (amending agreements) Q4 (new Agreement)

Status of Management Response

In progress (new MOA). Revised Anticipated Completion Dates: Q1 2024 (amending
agreements)
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Accessible Transportation Services Roadmap - REVISED
Business Objectives:

Create a multiyear roadmap to outline steps critical to reform service delivery in Hamilton for eligible persons who qualify
for accessible transportation.

Improve service delivery of Accessible Transportation Services (ATS) in the City of Hamilton through actionable
processes recommended in the following key reports:

e Accessible Transportation Services Eligibility Audit (AUD20009)

e Dillon Consulting Report (Appendix “A” to PW21055 Consultant Report to Accessible Transportation Services
funded by Provincial Audit and Accountability Fund)

e Accessible Transit Services: DARTS Fleet Management and Vehicle Safety Audit (Report #50695)
(AUD22007)

Key categories emerged from consolidating common themes in the above reference documents. These are:

o Eligibility for Accessible Transportation Services
e Policy and Procedures

e Customer Experience/Satisfaction

e Service Delivery

e Contracting Practices

e (Governance

Table 1: Roadmap of Activities in Key Accessible Transportation Services Categories

Key Category Activities

Records Review

Eligibility for e Direct mail to all registrants w/ new application form. Inactive users will be archived.
Accessible Target: end of 2023 (first round of mailouts), ongoing throughout 2024.
Transportation

Servi Reassessment of Eligibility for Existing Registrants
ervices
e Policy for appealing eligibility decisions and establishment of an appeals committee

process update. Target: end of 2023 (in progress)

e Recommendation report to Public Works Committee. Target: 2025
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Table 1: Roadmap of Activities in Key Accessible Transportation Services Categories (continued)

Key Category | Activities

Review Policies and Procedures to:

Policy and e Ensure customer-facing clearly define roles and responsibilities of the parties. Target:
Procedures 2025 for completion (in progress)

Conduct a ReEnvision-style exercise for ATS including:

Customer o Establishment of a customer panel. Target: 2024 (in progress)

Experience/

s ) e Delivery of a Customer Satisfaction Survey to Current Registrants. Target: Fall 2023
Satisfaction

(complete)
e Action customer survey feedback. Target: 2024, and ongoing.

e Commence Journey Mapping Exercise for Integrated Transit. Target: Fall 2023 (in
progress)

e Continued and enhanced involvement and participation of persons with lived experience at
early onset of program development where practicable. (ongoing)

ATS to review service delivery options

Service e Consider contractor/subcontractor model vs. City delivery under HSR. Target: end of 2024

Delivery  Review alternative service delivery models “mobility as a service” such as demand-

responsive bookings, integrated transit, and travel training. Target: end of 2024
Integrated Transit — Accessible Vehicles

¢ Includes potential for purchase through the Investing in Canada Infrastructure
Program (ICIP) (see PW19083(a)-FCS18048(b)). Target: project plan
development end of 2024.
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Table 1: Roadmap of Activities in Key Accessible Transportation Services Categories (continued)

Key Category

Activities

Contracting
Practices

ATS to strengthen contract oversight and management of contractors.
¢ Onsite audits and records review, third party vehicle inspections. Ongoing
e Created Project Manager position dedicated to contract management. Target: Hire

January 2024. ATS to work with contractor on amending agreement for current
contract.

¢ Amending agreement based on letters of direction to close contract non-performance.

Target: Q1 2024

Governance

Relationship Management and Clarification of Roles/Responsibilities

e Clear demarcation of responsibilities between City and Contractor(s).
Ongoing

¢ Clarification of reporting lines relationships between various City committees. Ongoing

B of 251
3
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Hamilton

HMRF-HWRF PENSION ADMINISTRATION SUB-COMMITTEE
REPORT 23-002
9:30 a.m.
Monday, November 20, 2023
Room 192, 1st Floor
Hamilton City Hall
71 Main Street West

Present:

Regrets:

Councillors C. Cassar (Chair) and A. Wilson
HMRF Members: D. Skarratt (Co-Vice-Chair)
HWRF Members: R. Slack (Co-Vice-Chair

HMRF Members: D. Alford
HWRF Members: H. Hicks

THE HMRF-HWRF PENSION ADMINISTRATION SUB-COMMITTEE PRESENTS
REPORT 23-002 AND RESPECTFULLY RECOMMENDS:

1.

Consent Items (ltem 9)

That the following Consent Items, be received:

(@)

(b)

Hamilton Municipal Retirement Fund (HMRF), Hamilton Wentworth
Retirement Fund (HWRF) Plan Wind-Up (FCS23006(a)) (City Wide) (ltem
9.1)

Master Trust Pension Investment Performance Report as at June 30,
2023 (FCS23094) (City Wide) (Iltem 9.2)

Master Trust Pension Statement of Investment Policies and Procedures
(FCS23098) (City Wide) (Item 10.1)

(@)

That Appendix “A” to HMRF-HWRF Pension Administration Sub-
Committee Report 23-002, respecting the 2023 City of Hamilton Defined
Benefit Pension Plans Master Trust Statement of Investment Policies and
Procedures, be approved and replace the previous 2022 City of Hamilton
Defined Benefit Pension Plans Master Trust Statement of Investment
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Policies and Procedures contained in Report FCS23009 and approved by
Council on April 12, 2023;

(b)  That Appendix “A” to HMRF-HWRF Pension Administration Sub-
Committee Report 23-002, respecting the 2023 City of Hamilton Defined
Benefit Pension Plans Master Trust Statement of Investment Policies and
Procedures, be forwarded to the Hamilton Street Railway Pension
Advisory Committee for their information.

FOR INFORMATION:

(a)

(b)

(c)

(d)

(e)

APPROVAL OF AGENDA (ltem 2)
The Committee Clerk advised of the following change to the agenda:
10. DISCUSSION ITEMS (Item 10)

10.1 Master Trust Pension Statement of Investment Policies and
Procedures (FCS23098) (City Wide)

The agenda for the November 20, 2023 meeting of the HMRF/HWRF Pension
Administration Sub-committee was approved, as amended.

DECLARATIONS OF INTEREST (ltem 3)

There were no declarations of interest.

APPROVAL OF MINUTES OF PREVIOUS MEETING (ltem 4)
(i) March 30, 2023 (Iitem 4.1)

The Minutes of the March 30, 2023 HMRF-HWRF Pension Administration
Sub-Committee, were approved as presented.

COMMUNICATIONS (Item 5)

(i) Harvey Hicks, respecting Resignation from HMRF-HWRF Pension
Administration Sub-Committee

The resignation from Harvey Hicks was received and referred to staff for
appropriate action.

GENERAL INFORMATION / OTHER BUSINESS (ltem 13)

(i) Amendments to the Outstanding Business List (Iltem 13.1)
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The following amendment to the HMRF-HWRF Pension Administration
Sub-Committee Outstanding Business List, were approved:

(1) Items Considered Completed and to be Removed

(@) Hamilton Municipal Retirement Fund (HMRF), Hamilton
Wentworth Retirement Fund (HWRF) Plan Wind-Up
Added March 30, 2023, HMRF-HWRF Pension
Administration Committee Report 23-001, Item 6
Addressed as Item 9.1 on today's agenda

(/ ADJOURNMENT (Item 15)

There being no further business, the HMRF-HWRF Pension Administration Sub-

Committee was adjourned at 9:36 a.m.
CARRIED

Respectfully submitted,

Councillor C. Cassar
Chair, HMRF/HWRF Pension
Administration Sub-Committee

Tamara Bates
Legislative Coordinator
Office of the City Clerk
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Appendix “A” to HMRF-HWRF Pension Administration
Sub-Committee Report 23-002
Page 1 of 36

Statement of Investment Policies and Procedures
City of Hamilton Defined Benefit Pension Plans Master Trust

November 2023

APPROVED on this day of November, 2023
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Section 1—Overview

1.01 Purpose of Statement
This Statement of Investment Policies and Procedures (the “Policy” or “Master Trust
SIPP”) provides the framework for the investment of the assets of the City of Hamilton
Defined Benefit Pension Plans Master Trust (the “Master Trust”).

This Policy is based on the “prudent person portfolio approach” to ensure the prudent
investment and administration of the assets of the Master Trust are within the parameters
set out in the Pension Benefits Act, (Ontario) and the Regulations thereunder.

1.02 Background of the Master Trust
The inception date of the Master Trust is November 1, 1999, when three defined benefit
pension plans, the “Plans”, (the Hamilton Municipal Retirement Fund (Registration
number 0275123), the Hamilton Street Railway Pension Plan (1994) (Registration
number 0253344), and the Hamilton Wentworth Retirement Fund (Registration number
1073352)) invested in units of the Master Trust. The portfolio of assets in the Master
Trust is referred to as “the Fund”. These Plans hold units of the Master Trust and share,
on a pro-rata basis, in all income, expenses and capital gains and losses of the Master
Trust.

For reference purposes, the details of the Statement of Investment Policies and
Procedures for each of the above mentioned Plans participating in the Master Trust have
been attached to Appendix A of this Policy.

1.03 Objective of the Plan

The objective of the Plans is to provide members of the Plans with retirement benefits
prescribed under the terms thereof.

1.04 Investment and Risk Philosophy
The primary investment objective is to provide an economic return on assets sufficient to
fund Plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plans and the City of Hamilton (the “City”).

In recognition of the risk and return objectives of the Plans and the City, an initial asset
allocation policy was developed by the Investment Consultant in consultation with both
the Chief Investments Officer and the Treasurer of the City (the “Treasurer”) based on the
Plans’ current (at that time) funded status and the characteristics of the Plans and City. It
is recognized, however, that the Plans’ return requirements and risk tolerance will change
over time, and the intent is to reallocate the portfolio to lower risk allocations
dynamically as the Plans’ funded statuses improve.

1.05 Administration
The General Manager of Finance and Corporate Services for the City (“General Manager of
Finance and Corporate Services”) is the designated contact person at the City for
administrative purposes.
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Section 2—Asset Mix and Diversification Policy

2.01 Master Trust Return Expectations
Each of the investment managers appointed to invest the assets of the Master Trust (the
“Investment Managers”) is directed to achieve a satisfactory long-term real rate of return
through a diversified portfolio, consistent with acceptable risks, performance objectives
and prudent management.

In order to achieve their long-term investment goals, the Plans must invest in assets that
have uncertain returns, such as Canadian equities, foreign equities and bonds. However,
the City attempts to reduce the overall level of risk by diversifying the asset classes and
further diversifying within each individual asset class. Based on historical data and
reasonable expectations for future returns, the City believes that a diversified portfolio of
Canadian equities, nominal bonds, real return bonds and foreign equities will likely
outperform over the long term.

The overall goal of this Policy is to maximize the return of the Fund while bearing a
reasonable level of risk relative to the liabilities in order to ensure the solvency of the Fund
over time. The assets of the Plans are sufficiently liquid to make payments which may
become due from the Plans. The weights applied to each of the asset classes are based on
the targets in the initial asset allocation outlined in Section 2.03 and adjusted based on the
target allocation in the Dynamic Investment Policy Schedule in Section 2.03.

2.02 Expected Volatility
The volatility of the Master Trust is directly related to its asset mix, specifically, the
balance between Canadian bonds, Canadian equities and foreign equities. Since the
Investment Managers do not have the authority to make any type of leveraged investment
on behalf of the Master Trust, the volatility of the Master Trust should be similar to the
volatility of the Benchmark Portfolio set out in Section 4.02 (Performance Measurement).

2.03 Asset Mix
(a) In order to achieve the long-term objective within the risk/return considerations
described in Section 1.04, the following asset mix policy (Benchmark Portfolio) and
ranges were selected for the initial asset allocation:

Assets Minimum %  Initial Target Maximum % Asset Category
Weight %

Canadian Equity 25 30 35 Return-Seeking

Global Equity 25 30 35 Return-Seeking

Total Equities 50 60 70 Return-Seeking

Fixed Income 30 40 50 Liability-Hedging
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: : P
For purpose of the total asset mix described above, the Investment Managersagsset class
pooled funds are deemed to be 100% invested, even though these funds may contain a
portion held in cash and cash equivalent instruments.

The Plan’s target asset allocation' for each investment category listed in subsection
76(12) of the Regulation 909 to the Pension Benefits Act (Ontario) is as follows:

PfAD Table
Accessed through
Target Asset  mutual or pooled or
Investment Category under subsection 76(12) of Regulation 909 Allocation* segregated funds
1. Insured Contracts 0.0% -
2. Mutual or pooled funds or segregated funds N/A
3. Demand deposits and cash on hand 0.0%
4. Short-term notes and treasury bills 0.0%
5. Mortgage Loans 0.0%
6. Mortgage Loans 0.0%
7. Real Estate 0.0%
8. Real Estate Debentures 0.0%
9. Resource properties 0.0%
10. Venture Capitla 0.0%
11. Corporations referred to in subsection 11(2) of Schedule III to the federal investment regs 0.0%
12. Employer issued securities 0.0%
13. Canadian stocks other than investments referred to in 1 to 12 above 18.0% Yes
14. Non-Canadian stocks other than investments referred to in 1 to 12 above 18.0% Yes
15. Canadian bonds and debentures other than investments referred to in 1 to 12 above 64.0% Yes
16. Non-Canadian bonds and debentures other than investments referred to in 1 to 12 above 0.0% -
17. Investments other than investments referred to in 1 to 16 above 0.0% -

For inclusion within a fixed income investment category in the above table, the minimum
ratings for target asset allocations of fixed income assets are outlined below. This
framework is used to inform whether the target asset allocation to an investment category
qualifies as fixed income for purposes of calculating the Provision for Adverse Deviations
(PfAD) as defined under Regulation 909.

Credit Rating Agency Rating — Bond Market Securities Rating — Money Market Securities
DBRS BBB R-2 (middle)

Fitch Ratings BBB- F-3

Moody’s Investors Services Baa3 P-3

Standard & Poor’s BBB- A-3

(b) Return-Seeking Assets: These assets generally will consist of all non-fixed income
investments, such as equities and alternatives, with a main focus on price
appreciation with generally higher expected long-term returns.

(c) Liability-Hedging Assets: These assets generally will be fixed-income
investments, such as bonds, with similar duration characteristics as the pension
liabilities (i.e., these assets generally behave like pension liabilities). Since these
assets focus mainly on current income, their expected long-term returns will
generally be lower than return-seeking assets.

(d) Sub-Allocations and Rebalancing Ranges: The sub-allocations and rebalancing ranges
within the return-seeking portfolio will be reviewed from time to time as the total
return-seeking allocation changes due to the Dynamic Investment Policy Schedule
below. The rebalancing ranges for the total return-seeking assets and liability-hedging

* The target asset allocation indicated in the PfAD table is based on the glidepath positioning as of June 30, 2023.
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assets (fixed income) are also determined by the Dynamic Investment 15)?1 y
Schedule below.

(e) In recognition of the risk and return objectives of the Plans and the City, an initial
asset allocation policy was developed by the Investment Consultant in consultation
with both the Chief Investments Officer and the Treasurer based on the Plans’ current
(at that time) funded status and the characteristics of the Plans and City. It is
recognized, however, that the Plans’ return requirements and risk tolerance will
change over time, and the intent is to reallocate the portfolio to lower risk allocations
dynamically as the Plans’ funded statuses improve.

Based on an assessment of the Plans’ long-term goals and desired risk levels, the
HMRF/HWRF Pension Administration Sub-Committee (following advice from the
Investment Consultant) recommended to City Council a “Dynamic Investment
Policy” which was subsequently approved by City Council. The Dynamic Investment
Policy was developed by the Investment Consultant in consultation with the Chief
Investments Officer and the Treasurer, and is based on the 2010 Dynamic Investment
Policy Study which was conducted by the Investment Consultant.

The Dynamic Investment Policy dynamically adjusts the allocation to return-seeking
assets and liability-hedging assets as the Plans’ funded statuses improve. Funded
status may change due to any combination of investment returns, contributions,
benefit payments, fund expenses, and changes to liabilities (including discount rate
changes).

This Policy is based on the results of the 2010 Dynamic Investment Policy Study and
the Dynamic Investment Policy Schedule is as follows:

Return -Seeking Allocation

Funded Ratio’ 2 Minimum Target Maximum
<65% 50% 60% 70%
65% 50% 60% 70%
66% 50% 60% 70%
67% 50% 60% 70%
68% 50% 60% 70%
69% 50% 60% 70%
70% 50% 60% 70%
1% 49% 59% 69%
72% 47% 57% 67%
73% 46% 56% 66%
74% 44% 54% 64%
75% 43% 53% 63%
76% 41% 51% 61%
7% 40% 50% 60%
78% 38% 48% 58%
79% 37% 47% 57%
80% 35% 45% 55%
81% 34% 44% 54%
82% 32% 42% 52%
83% 31% 41% 51%
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Return -Seeking Allocation

Funded Ratio’ 2 Minimum Target Maximum
84% 29% 39% 49%
85% 28% 38% 48%
86% 26% 36% 46%
87% 25% 35% 45%
88% 23% 33% 43%
89% 22% 32% 42%
90% 20% 30% 40%
91% 19% 29% 39%
92% 17% 27% 37%
93% 16% 26% 36%
94% 14% 24% 34%
95% 13% 23% 33%
96% 11% 21% 31%
97% 10% 20% 30%
98% 8% 18% 28%
99% 7% 17% 27%

100% 5% 15% 25%
>100% 5% 15% 25%

! Funded ratio defined on a Wind-up basis.

2 Funded ratio will change based on any combination of investment returns, contributions, benefits payments, expenses and changes in
liabilities.

Sub-Allocations: The sub-allocations within the liability hedging and return seeking
categories will be drawn down approximately based on the table below. However,
allocations to illiquid assets may be adjusted at a slower rate. Sub-allocations should be
within 5% of their targets. The sub-allocations will be adjusted proportionately when the
return-seeking allocation is between the levels listed in the table below.

Return Seeking Liability Hedging
Canadian Global Equity Long-Term Bonds Real Return Bonds
Equity
15% return seeking 8% 7% 11% 74%
20% return seeking 10% 10% 12% 68%
25% return seeking 13% 12% 14% 61%
30% return seeking 15% 15% 15% 55%
35% return seeking 18% 17% 17% 48%
40% return seeking 20% 20% 18% 42%
45% return seeking 23% 22% 20% 35%
50% return seeking 25% 25% 21% 29%
55% return seeking 28% 27% 23% 22%
60% return seeking 30% 30% 25% 15%

Duration Strategy: Based on the Dynamic Investment Policy Study completed in 2010,
the portfolio interest rate dollar duration will increase as the funded status improves and
the allocation to liability hedging assets increases. Interest rate derivatives may be used
on either a strategic or opportunistic basis to mitigate risk by increasing the hedge ratio up
to 100%. This will be at the discretion of the Administrator and based on the duration of
the Plan's liabilities.
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P f
Rebalancing and Monitoring: A systematic rebalancing procedure will be utiﬁ?e%l t80o 36

ensure that the asset allocation of the Fund stays within the ranges defined above. As the
return-seeking asset allocation changes, the sub-category allocations will be kept
approximately proportional to the Initial allocation specified above. However, the
allocations to illiquid investments may be adjusted more slowly. The funded ratio and
asset allocation of the Fund will be reviewed regularly or when significant cash flows
occur, and will be monitored and reported on at least an annual basis, or upon such more
frequent basis as may be requested by City Council or its delegates from time to time.
The Fund will be rebalanced as necessary, making use of benefit payments and
contributions to the extent possible and considering the transaction costs involved in the
rebalancing.

2.04 Management Structure
The Master Trust may employ a mix of active and passive management styles. Active
management provides the opportunity to outperform specific investment benchmarks and
it can provide lower absolute volatility of returns. Passive, or index, management
minimizes the risk of underperformance relative to a benchmark index and is generally
less expensive than active management. This approach also diversifies the manager risk,
making the Master Trust less reliant on the skills of a single Investment Manager.

Because holding large amounts of foreign assets can expose the Master Trust to
fluctuations in the level of the Canadian dollar, a portion of the foreign assets may be
hedged back into Canadian dollars.

2.05 Environmental, Social and Governance (ESG) Issues

The Administrator’s primary responsibility is to make decisions in the best interest of the
Plan beneficiaries. This responsibility requires that there be an appropriate balance
between the need to seek long-term investment returns to help build better pensions for all
members of the Plans and the needs for those returns to be delivered in as stable a manner
as possible (given the behaviour of the investment markets).

The Administrator neither favours nor avoids managers and investments based on ESG
integration. In keeping with the foregoing, and having regard to the size of the Plans and
the pension fund, the Administrator does not take ESG factors into account when making
investment decisions. As previously noted, the Administrator has delegated the search for
investment managers to its Investment Consultant. On the direction of the Administrator,
the Investment Consultant is directed to search and select the best investment managers
for investing the assets of the Plans considering factors such as business, staff, historical
performance and investment process, since the Administrator believes that these factors
will contribute to higher investment returns in the long run and manage risk. Investment
Managers are not prohibited from considering ESG factors if they believe that it will have
a positive impact on the Plans’ investment returns.




Page 159 of 251

Appendix “A” to HMRF-HWRF Pension Administration
Sub-Committee Report 23-002
Page 9 of 36

Section 3—Permitted and Prohibited Investments

3.01 General Guidelines

The investments of the Master Trust must comply with the requirements and restrictions
set out in the Income Tax Act (Canada) and the Pension Benefits Act (Ontario), and their
respective Regulations.

3.02

Permitted Investments
In general, and subject to the restrictions in this Section 3, the Investment Managers may
invest in any of the following asset classes and in any of the investment instruments listed

below:
(a) Canadian and Foreign Equities

(1) Common and convertible preferred stock the shares of which are (a) listed
on a prescribed stock exchange in Canada; or (b) listed on a prescribed
stock exchange outside Canada;

(11) Debentures convertible into common or convertible preferred stock,
provided such instruments are traded on a recognized public exchange or
through established investment dealers;

(ii1))  Rights, warrants and special warrants for common or convertible
preferred stock the shares of which are (a) listed on a prescribed stock
exchange in Canada; or (b) listed on a prescribed stock exchange outside
Canada;

(iv)  Private placement equities, where the security will be eligible for trading
on a recognized public exchange within a reasonable and defined time
frame;

(v) Instalment receipts, American Depository Receipts, Global Depository
Receipts and similar exchange traded instruments;

(vi)  Units of real estate investment trusts (REITs);

(vii)  Exchange traded index-participation units (e.g., iUnits; SPDRs);

(viii) Income trusts registered as reporting issuers under the Securities Act,
domiciled in a Canadian jurisdiction that provides limited liability
protection to unit holders; and

(ix)  Units of limited partnerships which are listed on the TSX exchange.
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Canadian and Foreign Fixed Income

(1)

(i1)
(iii)

(iv)
v)

(vi)
(vii)

Bonds, debentures, notes, non-convertible preferred stock and other
evidence of indebtedness of Canadian or developed market foreign issuers
whether denominated and payable in Canadian dollars or a foreign
currency, provided such instruments are traded on a recognized public
exchange or through established investment dealers, subject to Section
3.04 below;

Real return bonds, subject to Section 3.04 below;

Mortgages secured against Canadian real estate subject to Section 3.05
below;

Mortgage-backed securities, guaranteed under the National Housing Act;
Term deposits and guaranteed investment certificates;
Private placements of bonds subject to Section 3.03 below; and,

Investment in bond and debenture issues of the City and affiliated bodies
is neither encouraged nor discouraged. The decision by the Investment
Manager(s) to invest in such issues is entirely their responsibility and they
should be governed by the same degree of due diligence and prudence that
they would apply when assessing any other investment in respect of a
registered pension plan.

Cash and Short Term Investments

(1) Cash on hand and demand deposits;

(11) Canadian and U.S. Treasury bills and bonds (with remaining maturities
not exceeding 365 days) issued by the federal (Canada & U.S., as
applicable) and provincial governments and their agencies;

(iii))  Sovereign short-term debt instruments of developed countries, with
maturities not exceeding 365 days;

(iv)  Obligations of trust companies and Canadian and foreign banks chartered
to operate in Canada, including bankers’ acceptances;

(v) Commercial paper and term deposits; and

(vi)  Other money market instruments (maturity not exceeding 365 days).

Derivatives

Assets are not invested in derivative instruments and the trust will not invest in
derivatives directly (including options and futures). In the event that a pooled
fund invests in derivatives, prior to investing in such pooled fund, appropriate risk
management processes and procedures will be in place in order to help mitigate
any risks associated with derivatives. Specifically, all derivative investments will
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be made in accordance with applicable legislation and regulatory pO?l%leS relating
to the investment of pension plan assets in derivatives. The following uses of
non-leveraged derivative instruments are permitted:

6) Covered put and/or call options with respect to publicly traded securities that
are held in the portfolio;
(i1) The Investment Manager of an index portfolio may utilize fully backed,

i.e. non-leveraged, derivative strategies designed to replicate the
performance of specific market indices, i.e.- exchange-traded equity index
futures contracts;

(i11))  Investment Managers may use currency futures contracts and forward
contracts to hedge foreign currency exposure; and

(iv)  Interest rate derivatives can be used to hedge the interest rate risk in the

liabilities.
(e) Other Investments
(1) Investments in open-ended or closed-ended pooled funds provided that the

assets of such funds are permissible investments under this Policy, and

(11) Deposit accounts of the Custodian can be used to invest surplus cash
holdings.

3} Index Mandates
(1) For managers of index mandates, permitted investment vehicles may
include all instruments that may form part of the respective index.

3.03 Minimum Quality Requirements
(a) Quality Standards
Within the investment restrictions for individual portfolios, all portfolios should
hold a prudently diversified exposure to the intended market.

(1) The minimum quality standard for individual bonds and debentures is
‘BBB-’ or equivalent as rated by a Recognized Bond Rating Agency, at
the time of purchase.

(i1) The minimum quality standard for individual short term investments is
‘R-1" low or equivalent as rated by a Recognized Bond Rating Agency, at
the time of purchase.

(i11))  The minimum quality standard for individual preferred shares is ‘P-1" or
equivalent as rated by a Recognized Bond Rating Agency, at the time of
purchase.

(iv)  All investments shall be reasonably liquid (i.e. in normal circumstances
they should be capable of liquidation within 1 month).
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In cases where the Recognized Bond Rating Agencies do not agree on the credit
rating, the bond will be classified according to the following methodology:

(1) If two agencies rate a security, use the lower of the two ratings;

(11) If three agencies rate a security, use the most common; and if four
agencies rate a security, use the lowest most common; and

(iii))  If three agencies rate a security and all three agencies disagree, use the
middle rating; if four agencies rate a security and all four agencies
disagree, use the lowest middle rating.

Downgrades in Credit Quality

Each Investment Manager will take the following steps in the event of a
downgrade in the credit rating of a portfolio asset by a Recognized Rating Agency
to below the purchase standards set out in Section 3.03 (a) Quality Standards:

(1) The Chief Investments Officer will be notified of the downgrade by
telephone at the earliest possible opportunity;

(11) Within ten business days of the downgrade, the Investment Manager will
advise the Chief Investments Officer in writing of the course of action
taken or to be taken by the Investment Manager, and its rationale; and

(iii))  Immediately upon downgrade, the Investment Manager will place the
asset on a Watch List subject to monthly review by the Investment
Manager with the Chief Investments Officer until such time as the
security matures, is sold or until it is upgraded to a level consistent with
the purchase quality standards as expressed in the above guidelines.

Rating Agencies

For the purposes of this Policy, the following rating agencies shall be considered

to be ‘Recognized Bond Rating Agencies’:

(1) Dominion Bond Rating Service Limited;

(11) Standard and Poor’s;

(ii1))  Moody’s Investors Services Inc.; and

(iv)  Fitch Ratings

Private Placement Bonds
Private placement bonds are permitted subject to all of the following conditions:

(1) The issues acquired must be ‘A’ or equivalent rated;

(11) The total investment in such issues must not exceed 10% of the market
value of the Investment Manager(s) bond portfolio;
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The Investment Manager’s portfolio may not hold more thanggA) 0:% t?le
market value of any one private placement;

The Investment Manager(s) must be satisfied that there is sufficient
liquidity to ensure sale at a reasonable price; and

The minimum issue size for any single security must be at least $150
million.

3.04 Maximum Quantity Restrictions
(a) Total Fund Level

No one equity holding shall represent more than 10% of the total market value of the
Master Trust’s assets.

(b) Individual Investment Manager Level
The Investment Manager(s) shall adhere to the following restrictions:

(@)

(ii)

Equities
(A)  No one equity holding shall represent more than 10% of the
market value of any one Investment Manager’s equity portfolio.

(B)  No one equity holding shall represent more than 10% of the
voting shares of a corporation.

© No one equity holding shall represent more than 10% of the
available public float of such equity security.

(D)  Income Trusts shall not comprise more than 15% of any
Investment Manager’s Canadian equity portfolio.

Bonds and Short Term

(A)  Except for federal and provincial bonds (including government
guaranteed bonds), no more than 10% of an Investment Manager’s
bond portfolio may be invested in the bonds of a single issuer and
its related companies.

(B) Except for federal and provincial bonds, no one bond holding
shall represent more than 10% of the market value of the total
outstanding for that bond issue.

© No more than 8% of the market value of an Investment Manager’s
bond portfolio shall be invested in bonds rated BBB (this includes
all of BBB’s: BBB+, BBB, and BBB-) or equivalent.

(D)  This Policy will permit the continued holding of instruments
whose ratings are downgraded below BBB- after purchase,
provided that such instruments are disposed of in an orderly
fashion.
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Manager’s bond portfolio shall be invested in bonds denominated
in a currency other than Canadian dollars.

(F) Except for the dedicated real return bond mandate, no more than
10% of the market value of the bond portfolio may be held in real
return bonds.

(iii)  Other
The use of derivative securities shall be supported at all times by the
explicit allocation of sufficient assets to back the intended derivative
strategy. For greater certainty, Investment Managers are not permitted to
leverage the assets of the Master Trust. The use of derivative securities is
only permitted for the uses described in this Policy. Purchase or sale of
any of these instruments for speculative purposes is prohibited.

Notwithstanding the limits described in this Section, the single security
limits do not apply to an Investment Manager’s index mandate.

3.05 Prior Permission Required
The following investments are permitted provided that prior permission for such
investments has been obtained from the Administrator:

3.06

(a)

(b)
(c)

(d)
(e)

Investments in private placement equities (except for the foreign equity
investment managers investing in pooled funds where the pooled fund policy
permits private placement equities).

Direct investments in mortgages.

Direct investments in any one parcel of real property that has a book value less
than or equal to 5% of the book value of the Master Trust’s assets. The aggregate
book value of all investments in real property and Canadian resource properties
shall not exceed 25% of the book value of the Master Trust’s assets. (Previously,
the overall 25% limit in respect of real and resource properties was a requirement
under the Pension Benefits Act (Ontario).)

Direct investments in venture capital financing or private equity partnerships; and

Derivatives other than those described in 3.02(d).

Prohibited Investments
The Investment Managers shall not:

(a)
(b)

(c)

Invest in companies for the purpose of managing them;

Invest in securities that would result in the imposition of a tax on the Fund under
the Income Tax Act (Canada) unless they provide a prior written
acknowledgement that such investments will result in a tax and receive prior
written permission for such investments from the Administrator or;

Make any investments not specifically permitted by this Policy.
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3.07 Securities Lending
The investments of the Master Trust may be loaned, for the purpose of generating
revenue for the Fund, subject to the provisions of the Pension Benefits Act (Ontario) and
the Income Tax Act (Canada), and applicable regulations.

For securities held in segregated accounts, such loans must be secured by cash and/or
readily marketable government bonds, treasury bills and/or letters of credit, discount
notes and bankers’ acceptances of chartered banks. For loaned securities, the security held
or collateral must have an aggregate market value which shall never be less than the
percentage of the aggregate market value of the loaned securities which is the highest of:
(1) the minimum percentage required by any applicable legislation, regulatory authority or
prevailing market practice; or (ii) 105%. The aggregate market value of the loaned
securities and of the collateral shall be monitored and calculated by the Custodian daily.

The terms and conditions of any securities lending program will be set out in a contract
with the custodian. The custodian shall, at all times, ensure that the Chief Investments
Officer has a current list of those institutions that are approved to borrow the Fund’s
investments.

Lending of the portion of the Master Trust’s assets held in a pooled fund is governed by
the terms of the conditions set out in the pooled fund Statement of Investment Policies
and Procedures or similar document.

3.08 Borrowing
The Master Trust shall not borrow money, except to cover short-term contingency and the
borrowing is for a period that does not exceed ninety days, subject to the Pension Benefits
Act (Ontario), the Income Tax Act (Canada) and the written permission of the General
Manager of Finance and Corporate Services.

3.09 Conflicts between the Policy and Pooled Fund Investment Policies
While the guidelines in this Policy are intended to guide the management of the Master
Trust, it is recognized that, due to the use of pooled funds, there may be instances where
there is a conflict between the Policy and the investment policy of a pooled fund. In that
case, the Investment Manager is expected to notify Chief Investments Officer upon the
initial review of the Policy and whenever a change in the pooled fund policy creates a
conflict. However, it is understood that any ambiguity will be interpreted in favour of the
pooled fund policy, provided such interpretation complies with all applicable laws.
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Section 4—Monitoring and Control

4.01 Delegation of Responsibilities
The General Manager of Finance and Corporate Services is the designated contact person
for administrative matters. However, City Council has delegated certain administrative
duties and responsibilities to internal and external agents, including to the HMRF/HWRF
Pension Administration Sub-committee, the Chief Investments Officer and the General
Manager of Finance and Corporate Services. Overall responsibility for the Master Trust
ultimately rests with City Council, and the City (acting through Council) is the pension plan
administrator of the Plans (for each Plan, the “Administrator”).

(@

(b)

Chief Investments Officer
The Chief Investments Officer has been delegated the following responsibilities:

(1)

(i)

(iii)

(iv)

V)

(vi)

monitoring the Master Trust asset mix and rebalancing as required,
including executing asset mix changes required per the Dynamic
Policy Schedules outlined in section 2.03;

day-to-day liaison including contract management with external
Investment Managers, the Investment Consultant, and the
Custodian/Trustee;

monitoring and budgeting for cash flow within the pension fund;

researching, recommending and implementing improvements to asset
management of the Master Trust;

directing and implementing strategy for self-managed portfolios, if any;
and

preparing and presenting to City Council and the HMRF/HWRF Pension
Administration Sub-Committee a report on the Plan’s investment
performance and asset mix, and such other information as City Council
may require and/or other such information as the Chief Investments
Officer considers appropriate to include in the report, on at least an annual
basis, or upon such more frequent basis as may be requested by City
Council or its delegates from time to time.

Investment Managers
The Investment Managers have been delegated the following responsibilities:

(1)
(i)

invest the assets of the Master Trust in accordance with this Policy;

meet with the Chief Investments Officer as required and provide written
reports regarding the Investment Manager’s past performance, their future
strategies and other issues as requested;
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(iii))  notify the Chief Investments Officer, in writing of any signi?lgaent cha?ng%s6

in the Investment Manager’s philosophies and policies, personnel or
organization and procedures;

(iv)  will provide periodically, but no less than on an annual basis, or upon such
more frequent basis as may be requested by City Council or its delegates
from time to time, lists of assets and such other information as may be
requested by the Chief Investments Officer; and,

(v) file, on at least an annual basis, or upon such more frequent basis as may
be requested by City Council or its delegates from time to time
compliance reports (see Section 4.03).

(c) Custodian/Trustee
The custodian/trustee will:

(1) Fulfil the regular duties of a Custodian/Trustee as required by law;
(i1) maintain safe custody over the assets of the Master Trust Plans;

(i11))  execute the instructions of the Chief Investments Officer and the
Investment Managers; and

(iv)  record income and provide financial statements to the Chief Investments
Officer on at least an annual basis, or upon such more frequent basis as
may be requested by City Council or its delegates from time to time, or as
otherwise required.

(d) Investment Consultant
The investment consultant has been delegated the following responsibilities:

(1) assist the Chief Investments Officer in developing a prudent long-term
asset mix, and specific investment objectives and policies;

(11) monitor, analyse and report on the Master Trust’s investment performance
and to support the Chief Investments Officer on any investment related
matters;

(iii))  monitor and report the funded status of the Plans to the Chief Investments
Officer on at least an annual basis, or upon such more frequent basis as

may be requested by City Council or its delegates from time to time;

(iv)  assist with the selection of Investment Managers, custodians and other
suppliers; and

(v) meet with the Chief Investments Officer as required.

(e) Actuary
The actuary has been delegated the following responsibilities:
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(1) perform actuarial valuations of the Plan as required; and

(i1) advise the Chief Investments Officer and the Investment Consultant on any
matters relating to Plan design, membership and contributions, and actuarial
valuations.

4.02 Performance Measurement
For the purpose of evaluating the performance of the Master Trust and the Investment
Managers, all rates of returns are measured over moving four-year periods. Return
objectives are net of fees and include realized and unrealized capital gains or losses plus
income from all sources. Returns will be measured quarterly and will be calculated as
time-weighted rates of return.

(a) Active and Index Canadian Equity Managers
Investment results of the active and index Canadian Equity Managers are to be
tested regularly against a Benchmark Portfolio comprising:

Benchmark %

S&P/TSX Composite Index 100

(b) Active and Index Global Equity Managers
Investment results of the active and index Global Equity Managers are to be
tested regularly against a long-term Benchmark Portfolio comprising:

Benchmark %

MSCI World Index (C$) 100

(©) Active and Index Canadian Bond Managers — Long Bonds
Investment results of the active and index Canadian Bond Managers for Long
Bonds are to be tested regularly against a Benchmark Portfolio comprising:

Benchmark %

FTSE Canada Long Bond Index 100

(d) Active and Index Canadian Bond Managers — Real Return Bonds
Investment results of the active and index Canadian Bond Managers for Real
Return Bonds are to be tested regularly against a Benchmark Portfolio
comprising:
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Benchmark %

FTSE Canada Real Return Bond Index 100

Compliance Reporting by Investment Manager

The Investment Managers are required to complete and deliver a compliance report to the
Chief Investments Officer and the Investment Consultant on at least an annual basis, or
upon such more frequent basis as may be requested by City Council or its delegates from
time to time. The compliance report will indicate whether or not the Investment Manager
was in compliance with this Policy during the period covered in the report.

In the event that an Investment Manager is not in compliance with this Policy, the
Investment Manager is required to advise the Chief Investments Officer immediately,
detail the nature of the non-compliance and recommend an appropriate course of action to
remedy the situation.

The Master Trust invests in pooled funds with separate investment policies. In that case,
the Investment Manager must confirm compliance to the pooled fund policy. In addition,
should a conflict arise between a pooled fund policy and this Policy, the Investment
Manager is required to advise the Chief Investments Officer immediately and detail the
nature of the conflict.

Standard of Professional Conduct

The Investment Managers are expected to comply, at all times and in all respects, with a
written code of ethics that is no less stringent in all material respects than the Code of
Ethics and Standards of Professional Conduct as promulgated by the CFA Institute.

The Investment Managers will manage the assets with the care, diligence and skill that an
investment manager of ordinary prudence would use in dealing with pension plan assets.
The Investment Managers will also use all relevant knowledge and skill that they possess
or ought to possess as prudent investment managers.
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Section 5—Administration

5.01 Conflicts of Interest
(a) Responsibilities
This standard applies to the City’s staff, as well as to all agents employed by the
City, in the execution of their responsibilities under the Pension Benefits Act
(Ontario) (the “Affected Persons™).

An “agent” is defined to mean a company, organization, association or individual,
as well as its employees who are retained by the Administrator to provide specific
services with respect to the investment, administration and management of the
assets of the Master Trust.

(b) Disclosure
In the execution of their duties, the Affected Persons shall disclose any material
conflict of interest relating to them, or any material ownership of securities, which
could impair their ability to render unbiased advice, or to make unbiased
decisions, affecting the administration of the Master Trust assets.

Further, it is expected that no Affected Person shall make any personal financial
gain (direct or indirect) because of his or her fiduciary position. However, normal
and reasonable fees and expenses incurred in the discharge of their
responsibilities are permitted in accordance with City policies as approved by
Council.

No Affected Person shall accept a gift or gratuity or other personal favour, other
than one of nominal value, from a person with whom the employee deals in the
course of performance of his or her duties and responsibilities for the Master
Trust.

It is incumbent on any Affected Person who believes that he or she may have a
conflict of interest, or who is aware of any conflict of interest, to disclose full
details of the situation to the attention of the General Manager of Finance and
Corporate Services and/or the Treasurer immediately. The General Manager of
Finance and Corporate Services and/or the Treasurer, in turn, will decide what
action is appropriate under the circumstances.

No Affected Person who has or is required to make a disclosure as contemplated
in this Policy shall participate in any discussion, decision or vote relating to any
proposed investment or transaction in respect of which he or she has made or is
required to make disclosure, unless otherwise determined permissible by decision
of the General Manager of Finance and Corporate Services and/or the Treasurer.
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5.02 Related Party Transactions

The Chief Investments Officer shall not, on behalf of the Plans or the Master Trust,
directly or indirectly,

(1) lend the moneys of the Plans to a related party or use those moneys to hold an
investment in the securities of a related party; or

(i1) enter into a transaction with a related party.

The Chief Investments Officer may enter into a transaction with a related party:

(1) for the operation or administration of the Plans if it is under terms and
conditions that are not less favourable to the Plans than market terms and
conditions and such transaction does not involve the making of loans to, or
investments in, the related party or

(i1) the value of the transaction is nominal or the transaction is immaterial. In
assessing whether the value of the transaction is nominal or immaterial, two or
more transactions with the same related party shall be considered as a single
transaction.

For the purposes of Section 5.02, only the market value of the combined assets of the
Fund shall be used as the criteria to determine whether a transaction is nominal or
immaterial. Transactions less than 0.5% of the combined market value of the assets of the
Fund are considered nominal.

The following investments are exempt from the related party rules:

(i) investments in an investment fund or a segregated fund (as those terms are
used in the Pension Benefits Standards Regulations) in which investors other
than the administrator and its affiliates may invest and that complies with
Section 9 and Section 11 of Schedule I1I to the Pension Benefits Standards

Regulations;

(i1) investments in an unallocated general fund of a person authorized to carry on

a life insurance business in Canada;

(iii)investments in securities issued or fully guaranteed by the Government of
Canada, the government of a province, or an agency of either one of them,;
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(iv) investments in a fund composed of mortgage-backed securities t?)gte are flﬁ y:':‘6

guaranteed by the Government of Canada, the government of a province, or an
agency of either one of them;

(v) investments in a fund that replicates the composition of a widely recognized
index of a broad class of securities traded at a marketplace (as that term is
used in the Pension Benefits Standards Regulations); or

(vi) investments that involve the purchase of a contract or agreement in respect of
which the return is based on the performance of a widely recognized index of
a broad class of securities traded at a marketplace (as that term is used in the
Pension Benefits Standards Regulations).

A “related party” is defined to mean the Administrator of the Plans, including any officer,
director or employee of the Administrator. It also includes, the Investment Managers and
their employees, a union representing employees of the employer, a member of the
Master Trust, a spouse or child of the persons named previously, or a corporation that is
directly or indirectly controlled by the persons named previously, and any other person
constituting a “related party” under the Pension Benefits Act (Ontario). Related party does
not include government or a government agency, or a bank, trust company or other
financial institution that holds the assets of the Master Trust.

Selecting Investment Managers

In the event that a new Investment Manager must be selected or additional Investment
Manager(s) added to the existing Investment Manager(s), the Chief Investments Officer
will undertake an Investment Manager search with or without the assistance of a third-
party investment consultant depending on the expertise required. The criteria used for
selecting an Investment Manager will be consistent with the investment and risk
philosophy set out in Section 1.04 (Investment and Risk Philosophy).

Directed Brokerage Commissions

Investment Managers may use directed brokerage to pay for research and other
investment related services provided they comply with, and provide the disclosure
required by, the Soft Dollar Standards promulgated by the CFA Institute.

Monitoring of Asset Mix

In order to ensure that the Master Trust operates within the minimum and maximum
guidelines stated in this Policy as outlined in Section 2, the Chief Investments Officer
shall monitor the asset mix on at least an annual basis, or upon such more frequent basis
as may be requested by City Council or its delegates from time to time. Rebalancing
between the investment mandates can take place over a reasonably short period of time
after an imbalance has been identified. Rebalancing may be effected by redirecting the
net cash flows to and from the Master Trust, or by transferring cash or securities between
portfolios and/or Investment Managers.
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5.06 Monitoring of Investment Managers

An important element in the success of this Policy is the link between the Investment
Managers and the Chief Investments Officer. It is expected that the Investment Managers
will communicate with the Chief Investments Officer whenever necessary. Periodic,
written investment reports from the Investment Managers are sent to and reviewed by the
Chief Investments Officer and form part of the monitoring process.

Meetings including telephone conference call meetings between the Investment Managers
and the Chief Investments Officer will be scheduled as required. At each meeting or
telephone conference call meeting, it is expected that the Investment Managers will
prepare a general economic and capital markets overview, which will be distributed prior
to or during the meeting. They should also include the following in their presentations:

- review of the previous period’s strategy and investment results,

- discussion of how the condition of the capital markets affects the investment
strategy of their respective portfolios,

- economic and market expectations,

- anticipated changes in the asset mix within the limits provided in this Policy, and,

- discussion of compliance and any exceptions.

- discussion of any votes that were cast against the wishes of company management
by the Investment Managers in exercising voting rights (Section 5.08).

5.07 Dismissal of an Investment Manager
Reasons for considering the termination of the services of an Investment Manager
include, but are not limited to, the following factors:

(a) performance results which are below the stated performance benchmarks;

(b) changes in the overall structure of the Master Trusts’ assets such that the
Investment Manager’s services are no longer required;

(©) change in personnel, firm structure or investment philosophy which might
adversely affect the potential return and/or risk level of the portfolio; and/or

(d) failure to adhere to this Policy.

5.08 Voting Rights
The Administrator has delegated voting rights acquired through the investments held by
the Master Trust to the custodian of the securities to be exercised in accordance with the
Investment Manager’s instructions. Investment Managers are expected to exercise all
voting rights related to investments held by the Master Trust in the interests of the
members of the underlying pension plans. The Investment Managers shall report when
they vote against the wishes of the company management to the Chief Investments
Officer, providing information as to the reasons behind this vote.

5.09 Valuation of Investments Not Regularly Traded
The following principles will apply for the valuation of investments that are not traded
regularly:
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Average of bid-and-ask prices from two major investment dealers, at least once
every calendar quarter.

(b) Bonds
Same as for equities.

(©) Mortgages
Unless in arrears, the outstanding principal plus/minus the premium/discount
resulting from the differential between face rate and the currently available rate
for a mortgage of similar quality and term, determined at least once every month.

(d) Real Estate
A certified written appraisal from a qualified independent appraiser at least once
every two years.

Policy Review

This Policy may be reviewed and revised at any time, but at least once every calendar year it
must be formally reviewed. Should the Investment Manager(s) wish to review this Policy at
any time, it is his/her responsibility to contact the Chief Investments Officer with specific
recommendations.

The appropriateness of the Dynamic Investment Policy asset allocation parameters should
be reviewed on an ongoing basis. A new Dynamic Investment Policy Study (Dynamic
Asset-Liability Modeling Study) may be undertaken if any of the following events occur:

(a) The plan gets significantly closer to the end-state of the flight path, including if the
flight path funded ratio measurement changes significantly (to over 84%) from the
starting point of the 2010 study, which was 69%.

(b) There are significant changes to the regulations that affect the key metrics used in
making decisions in the 2010 Dynamic Investment Policy Study or should affect the

asset allocation in the future;

(c) Capital market conditions change significantly such that the assumptions embedded in
the 2010 Dynamic Investment Policy Study are no longer reasonable; or

(d) The plan sponsor’s risk posture changes significantly.
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Appendix A - Statement of Investment Policies & Procedures
Hamilton Municipal Retirement Fund

Overview

1.01

1.02

1.03

Purpose of Statement

This Statement of Investment Policies and Procedures (the “Hamilton Municipal
Retirement Fund SIPP”) provides the framework for the investment of the assets of the
Hamilton Municipal Retirement Fund, registration number 0275123 (the “Plan”);

The objective of the Hamilton Municipal Retirement Fund SIPP is to ensure that the
assets of the Plan, together with expected contributions made by both the City and the
Plan members, shall be invested in a continued prudent and effective manner.

The Hamilton Municipal Retirement Fund SIPP is based on the “prudent person portfolio
approach” to ensure the prudent investment and administration of the assets of the Plan
(the “Fund”) are within the parameters set out in the Pension Benefits Act, (Ontario) and
the Regulations thereunder.

All provisions in the Master Trust SIPP apply to this Appendix.

Background of the Plan

The Hamilton Municipal Retirement Fund is a contributory defined benefit plan. The
plan has been closed to new entrants since 1965. Municipal employees hired after June
30, 1965 participate in the OMERS Pension Plan. Therefore, this is a closed fund and will
terminate upon the death of the last retiree or successor. Effective July 1, 2001, the last
active member retired from the Plan.

Plan Profile

a) Contributions
There are no active members in the Plan.

b) Benefits
2% of average annual earnings in best consecutive 5 years before retirement for each
year of credited service up to 35 years reduced by 0.675% of the 5-year average
earnings up to the final year’s YMPE for each year of contributory service after
January 1, 1966. CPP Offset suspended from date of retirement to age 65. Effective
Jan 1, 2006 annual increases will not be less than the increase provided to retirees
under the OMERS plan.

c¢) Liabilities
As of the most recent actuarial valuation of the Plan as at December 31, 2021 there
were no active members, 3 deferred members and 148 retirees and beneficiaries.

As of December 31, 2021, the going-concern liability of the plan was $58,278,888,
including a Provision for Adverse Deviation (PfAD) of $3,143,871, compared to the
actuarial value of assets of $73,721,565. On a solvency basis, the liability was
$48,960,477, while the assets (at market) were $73,571,565 (net of a provision for
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plan windup expenses of $150,000). On a windup basis, the liability was

$60,690,521.

Objective of the Plan
The objective of the Plans is to provide members of the Plans with retirement benefits
prescribed under the terms thereof.

Investment and Risk Philosophy
The primary investment objective is to provide an economic return on assets sufficient to
fund plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plan and the City.

In recognition of the risk and return objectives of the Plan and the City, an initial Asset
Allocation Policy was developed based on the Plan’s current funded status and the
characteristics of the Plan and City. It is recognized, however, that the Plan return
requirements and risk tolerance will change over time, and the intent is to reallocate the
portfolio to lower risk allocations dynamically as the Plan’s funded status improves.

Administration
The General Manager of Finance and Corporate Services for the City of Hamilton is the
designated contact at the City for administrative purposes.

Pooling of Assets

For investment purposes, certain assets of the Plan are invested in units of the City of
Hamilton Defined Benefit Plans Master Trust, along with certain assets of the Hamilton-
Wentworth Retirement Fund and the Hamilton Street Railway Pension Plan (1994).

Up to 2 % of Plan assets may be invested outside of the City of Hamilton Defined Benefit
Plans Master Trust for operating expenses and liquidity purposes, in accordance with the
parameters set out in Section 3.02 (c¢) and (e) of the City of Hamilton Defined Benefit Plans
Master Trust SIPP. The provisions of the City of Hamilton Defined Benefit Plans Master
Trust SIPP apply to the investment of these assets.

Master Trust SIPP
The Master Trust SIPP is the policy that should be followed while investing the pooled
assets of the Hamilton Municipal Retirement Fund.
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Appendix B - Statement of Investment Policies & Procedures
Hamilton Street Railway Pension Plan (1994)

Overview

1.01 Purpose of Statement
This Statement of Investment Policies and Procedures (the “ Hamilton Street Railway
Pension Plan SIPP”) provides the framework for the investment of the assets of the
Hamilton Street Railway Pension Plan (1994), registration number 0253344 (the “Plan”);

The objective of the Hamilton Street Railway Pension Plan SIPP is to ensure that the
assets of the Plan, together with expected contributions made by both the City and the
Plan members, shall be invested in a continued prudent and effective manner.

The Hamilton Street Railway Pension Plan SIPP is based on the “prudent person portfolio
approach” to ensure the prudent investment and administration of the assets of the Plan
(the “Fund”) are within the parameters set out in the Pension Benefits Act, (Ontario) and
the Regulations thereunder.

All provisions in the Master Trust SIPP apply to this Appendix.

1.02 Background of the Plan
The current Plan dates from January 1, 1994 when two former plans — Canada Coach
Lines and Hamilton Street Railway plans were merged. Effective January 1, 2009 this
contributory defined benefit plan was closed to new members and active members
stopped contributing and accruing service under the plan.

1.03 Plan Profile
a) Contributions

Under the terms of the Plan text, members’ contributions prior to 1999 were 7.5% of
earnings less contributions made to Canada Pension Plan. For the calendar years
1999 through 2008, members (depending on the year) either enjoyed a contribution
holiday or were limited to contribution rates of 1% of earnings. Effective January
2009, as members became City employees, no member contributions have been
required or permitted to be made to the Plan.

b) Benefits
Members receive a pension equal to 1.5% of average pensionable earnings up to the
average Year’s Maximum Pensionable Earnings (YMPE) as established under the
Canada Pension Plan, plus 2% of the excess, multiplied by years of credited service
accrued up to December 31, 2008. The “average pensionable earnings” are defined
as the average of best five years’ earnings during the member’s credited service and
OMERS credited service, if any. The “average YMPE” is defined as the average of
the YMPE for the last thirty-six complete months of plan membership.

In the event that pensions accrued under the prior plan exceed the pension accrued
under the current plan for service prior to July 1, 1980, then the pension is increased
accordingly. Pensions are subject to annual indexing equal to the indexing provided
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to retirees under the OMERS plan (100% of inflation to a maximum of 6% per

annum).

c¢) Liabilities
As of the most recent actuarial valuation of the Plan as at January 1, 2020, there were
315 active members, 29 deferred members and 610 retirees and beneficiaries. The
average age of the active members was approximately 54.3 years with average
pensionable earnings of $70,474.

As of January 1, 2020, the going-concern liability of the plan was $228,695,400,
including a Provision for Adverse Deviation (PfAD) of $17,103,300, compared to
the actuarial value of assets of $211,167,500. On a solvency basis, the liability was
$216,314,100 while the assets (at market) were $210,967,500 (net of a provision for
plan windup expenses of $200,000). On a windup basis the liability was
$315,487,000.

The going-concern deficit is being eliminated through a series of special payments.
No special payments are required for the solvency deficit since the solvency ratio
exceeds .85.

Objective of the Plan
The objective of the Plan is to provide members of the Plan with retirement benefits
prescribed under the terms thereof.

Investment and Risk Philosophy
The primary investment objective is to provide an economic return on assets sufficient to
fund plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plan and the City.

In recognition of the risk and return objectives of the Plan and the City, an initial Asset
Allocation Policy was developed based on the Plan’s current funded status and the
characteristics of the Plan and City. It is recognized, however, that the Plan return
requirements and risk tolerance will change over time, and the intent is to reallocate the
portfolio to lower risk allocations dynamically as the Plan’s funded status improves.

Administration
The General Manager of Finance and Corporate Services for the City of Hamilton is the
designated contact at the City for administrative purposes.

Pooling of Assets

For investment purposes, certain assets of the Plan are invested in units of the City of
Hamilton Defined Benefit Plans Master Trust, along with certain assets of the Hamilton-
Wentworth Retirement Fund and the Hamilton Municipal Retirement Fund.

Up to 2 % of Plan assets may be invested outside of the City of Hamilton Defined Benefit
Plans Master Trust for operating expenses and liquidity purposes, in accordance with the
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parameters set out in Section 3.02 (a), (c) and (e) of the City of Hamilton Defined Benefit

Plans Master Trust SIPP. The provisions of the City of Hamilton Defined Benefit Plans
Master Trust SIPP apply to the investment of these assets.

Master Trust SIPP

The Master Trust SIPP is the policy that should be followed while investing the pooled
assets of the Hamilton Street Railway Pension Plan (1994).
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Appendix C - Statement of Investment Policies & Procedures

The Hamilton-Wentworth Retirement Fund

Overview

1.01 Purpose of Statement
This Statement of Investment Policies and Procedures (the *“ Hamilton-Wentworth
Retirement Fund SIPP”’) provides the framework for the investment of the assets of the
Hamilton-Wentworth Retirement Fund, registration number 1073352 (the “Plan”);

The objective of the Hamilton-Wentworth Retirement Fund SIPP is to ensure that the
assets of the Plan, together with expected contributions made by both the City and the
Plan members, shall be invested in a continued prudent and effective manner.

The Hamilton-Wentworth Retirement Fund SIPP is based on the “prudent person
portfolio approach” to ensure the prudent investment and administration of the assets of
the Plan (the “Fund”) are within the parameters set out in the Pension Benefits Act,
(Ontario) and the Regulations thereunder.

All provisions in the Master Trust SIPP apply to this Appendix.

1.02 Background of the Plan
The Plan is a contributory, defined benefit Plan. Effective January 1, 1985 all active
Region Other Participants, excluding Police Civilians, were transferred to OMERS. The
liability to transfer such members to OMERS was met by monthly payments of $115,187
until December 31, 2000 and monthly payments of $361 thereafter, concluding
September 30, 2003. Effective January 1, 2002, the last active member retired from the
plan.

1.03 Plan Profile

a) Contributions
Under the terms of the Plan text:

For normal retirement age 60 class:

1) Senior Police Officers: contributions should be 7% of earnings up to the YMPE
plus 8.5% of contributory earnings in excess of YMPE.

2) Other Police Officers: contributions should be 6.5% of earnings up to YMPE
plus 8% of contributory earnings in excess of YMPE.

For a normal retirement age of 65 contributions should be 5.75% of earnings.

b) Benefits
2% of average annual earnings in best 5 years before retirement for each year of
credited service up to 35 years reduced by 0.675% of the 5-year average earnings up
to the final year’s YMPE for each year of contributory service after January 1, 1966.
CPP Offset suspended from date of retirement to age 65. Effective Jan 1, 2006
annual increases will not be less than the increase provided to retirees under the
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OMERS plan, which is currently equal to 100% of the increase in the (?(gl%u?rle? 36

Price Index to a maximum of 6.0% per annum.

c¢) Liabilities
As of the most recent actuarial valuation of the Plan as at December 31, 2021, there
were no active members, no deferred members and 124 retirees and beneficiaries.

As of December 31, 2021, the going-concern liability of the plan was $47,727,000,
including a Provision for Adverse Deviation (PfAD) of $3,510,000, compared to the
actuarial value of assets of $54,459,000. On a solvency basis, the liabilities were
$44,957,000 while the assets were $54,389,000 (net of a provision for plan windup
expenses of $70,000). On a windup basis the liability was $55,457,000.

Objective of the Plan
The objective of the Plan is to provide members of the Plan with retirement benefits
prescribed under the terms thereof.

Investment and Risk Philosophy
The primary investment objective is to provide an economic return on assets sufficient to
fund plan liabilities over the long-term, while adhering to prudent investment practices.

The investment philosophies and strategies must take into account both return and risk
objectives of the Plan and the City.

In recognition of the risk and return objectives of the Plan and the City, an initial Asset
Allocation Policy was developed based on the Plan’s current funded status and the
characteristics of the Plan and City. It is recognized, however, that the Plan return
requirements and risk tolerance will change over time, and the intent is to reallocate the
portfolio to lower risk allocations dynamically as the Plan’s funded status improves.

Administration
The General Manager of Finance and Corporate Services for the City of Hamilton is the
designated contact at the City for administrative purposes.

Pooling of Assets

For investment purposes, certain assets of the Plan are invested in units of the City of
Hamilton Defined Benefit Plans Master Trust, along with certain assets of the Hamilton
Street Railway Pension Plan (1994) and the Hamilton Municipal Retirement Fund.

Up to 2 % of Plan assets may be invested outside of the City of Hamilton Defined Benefit
Plans Master Trust for operating expenses and liquidity purposes, in accordance with the
parameters set out in Section 3.02 (¢) and (e) of the City of Hamilton Defined Benefit Plans
Master Trust SIPP. The provisions of the City of Hamilton Defined Benefit Plans Master
Trust SIPP apply to the investment of these assets.

Master Trust SIPP
The Master Trust SIPP is the policy that should be followed while investing the pooled
assets of the Hamilton-Wentworth Retirement Fund Pension Plan.
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Appendix D — Compliance Reports
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The City of Hamilton Master Trust age 33 of 36

Index Bond Manager
Compliance Report for the Quarter Ended
(date)
POLICY
GUIDELINES COMPLIED
WITH
ASSET MIX (at Market Value) % YES/NO *
FIXED INCOME BONDS 100%
CASH SHORT-TERM & CASH 0%
CONSTRAINTS
GENERAL Investment Policy Section 3.01 — General Guidelines
BONDS Investment Policy Section 3.02 (b) — Bonds
CASH Investment Policy Section 3.02 (c) — Cash
DERIME IS Investment Policy Section 3.02 (c) — Derivatives
(DLTELIK Investment Policy Section 3.02 (e) — Other Investments
LIS Investment Policy Section 3.02 (f) — Index Mandates
QUALITY REQUIREMENTS Investment Policy Section 3.03 — Minimum Quality Requirements
QUANTITY RESTRICTIONS Investment Policy Section 3.04 — Maximum Quantity Restrictions
PRIOR PERMISSION Investment Policy Section 3.05 — Prior Permission Required
PROHIBITED INVESTMENTS Investment Policy Section 3.06 — Prohibited Investments
SECURITIES LENDING Investment Policy Section 3.07 — Securities Lending
RESPONSIBILITIES Investment Policy Section 4.01 (b) — Delegation of Responsibilities —
Investment Managers
STANDARDS OF PROFESSIONAL Investment Policy Section 4.04 - Standards of Professional Conduct
CONDUCT
CONFLICTS OF INTEREST Investment Policy Section 5.01 - Conflicts of Interest
VOTING RIGHTS Investment Policy Section 5.08 - Voting Rights

* If policy not complied with, comment on specifics

COMPLETED BY: SIGNED BY:
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Index Equity Manager
Compliance Report for the Quarter Ended
(date)
POLICY
GUIDELINES COMPLIED
WITH
ASSET MIX (at Market Value) % YES/NO *
EQUITIES
U.S.
EAFE
TOTAL FOREIGN
CASH SHORT-TERM & CASH
CONSTRAINTS
GENERAL Investment Policy Section 3.01 — General Guidelines
EQUITIES Investment Policy Section 3.02 (a) — Canadian and Foreign Equities
CASH Investment Policy Section 3.02 (c) — Cash and Short Term Investments
R Investment Policy Section 3.02 (d) — Derivatives
OTHER INVESTMENTS Investment Policy Section 3.02 (e) — Other Investments
LIRIDLE Investment Policy Section 3.02 (f) — Index Mandates
QUALITY REQUIREMENTS Investment Policy Section 3.03 — Minimum Quality Requirements
QUANTITY RESTRICTIONS Investment Policy Section 3.04 — Maximum Quantity Restrictions
PRIOR PERMISSION Investment Policy Section 3.05 — Prior Permission Required
PROHIBITED INVESTMENTS Investment Policy Section 3.06 — Prohibited Investments
SECURITIES LENDING Investment Policy Section 3.07 — Securities Lending
BORROWING Investment Policy Section 3.08 — Borrowing
RESPONSIBILITIES Investment Policy Section 4.01 (b) — Delegation of Responsibilities —
Investment Managers
STANDARDS OF PROFESSIONAL Investment Policy Section 4.04 - Standards of Professional Conduct
CONDUCT
CONFLICTS OF INTEREST Investment Policy Section 5.01 - Conflicts of Interest
VOTING RIGHTS Investment Policy Section 5.08 - Voting Rights

* If policy not complied with, comment on specifics

COMPLETED BY: SIGNED BY:
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The City of Hamilton Master Trust
Active Bond Manager
Compliance Report for the Quarter Ended
(date)
POLICY
GUIDELINES COMPLIED
WITH
ASSET MIX (at Market Value) % YES/NO *
FIXED INCOME BONDS 100%
CASH SHORT-TERM & CASH 0%
CONSTRAINTS
GENERAL Investment Policy Section 3.01 — General Guidelines
BONDS Investment Policy Section 3.02 (b) — Bonds
CASH Investment Policy Section 3.02 (¢) — Cash
R Investment Policy Section 3.02 (c) — Derivatives
OLEEE Investment Policy Section 3.02 (e) — Other Investments
LINIDIZ Investment Policy Section 3.02 (f) — Index Mandates
QUALITY REQUIREMENTS Investment Policy Section 3.03 — Minimum Quality Requirements
QUANTITY RESTRICTIONS Investment Policy Section 3.04 — Maximum Quantity Restrictions
PRIOR PERMISSION Investment Policy Section 3.05 — Prior Permission Required
PROHIBITED INVESTMENTS Investment Policy Section 3.06 — Prohibited Investments
SECURITIES LENDING Investment Policy Section 3.07 — Securities Lending
RESPONSIBILITIES Investment Policy Section 4.01 (b) — Delegation of Responsibilities —

Investment Managers

STANDARDS OF PROFESSIONAL

Investment Policy Section 4.04 - Standards of Professional Conduct

CONDUCT
CONFLICTS OF INTEREST Investment Policy Section 5.01 - Conflicts of Interest
VOTING RIGHTS Investment Policy Section 5.08 - Voting Rights

* If policy not complied with, comment on specifics

COMPLETED BY:

SIGNED BY:
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Active Equity Manager
Compliance Report for the Quarter Ended
(date)
POLICY
GUIDELINES COMPLIED
WITH
ASSET MIX (at Market Value) % YES/NO *
EQUITIES CANADIAN
U.S.
EAFE
TOTAL FOREIGN
CASH SHORT-TERM & CASH
CONSTRAINTS
GENERAL Investment Policy Section 3.01 — General Guidelines
EQUITIES Investment Policy Section 3.02 (a) — Canadian and Foreign Equities
CASH Investment Policy Section 3.02 (c) — Cash and Short Term Investments
R Investment Policy Section 3.02 (d) — Derivatives
OTHER INVESTMENTS Investment Policy Section 3.02 (e) — Other Investments
LIRIDLE Investment Policy Section 3.02 (f) — Index Mandates
QUALITY REQUIREMENTS Investment Policy Section 3.03 — Minimum Quality Requirements
QUANTITY RESTRICTIONS Investment Policy Section 3.04 — Maximum Quantity Restrictions
PRIOR PERMISSION Investment Policy Section 3.05 — Prior Permission Required
PROHIBITED INVESTMENTS Investment Policy Section 3.06 — Prohibited Investments
SECURITIES LENDING Investment Policy Section 3.07 — Securities Lending
BORROWING Investment Policy Section 3.08 — Borrowing
RESPONSIBILITIES Investment Policy Section 4.01 (b) — Delegation of Responsibilities —
Investment Managers
STANDARDS OF PROFESSIONAL Investment Policy Section 4.04 - Standards of Professional Conduct
CONDUCT
CONFLICTS OF INTEREST Investment Policy Section 5.01 - Conflicts of Interest
VOTING RIGHTS Investment Policy Section 5.08 - Voting Rights

* If policy not complied with, comment on specifics

COMPLETED BY: SIGNED BY:
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Il Financial Planning, Administration and Policy Division
Hamilton
TO: Chair and Members
Audit, Finance and Administration Committee
COMMITTEE DATE: January 18, 2024

SUBJECT/REPORT NO: | Reserve / Revenue Funds and Trust Accounts Statement of
Investment Policies and Procedures Review (FCS24004)

(City Wide)
WARD(S) AFFECTED: | City Wide
PREPARED BY: Rosaria Morelli (905) 546-2424 Ext. 1390
SUBMITTED BY: Brian McMullen

Acting General Manager, Finance and Corporate Services
Corporate Services Department

[ .

SIGNATURE:

RECOMMENDATION(S)

That Appendix “A” attached to Report FCS24004 respecting the Reserve / Revenue Funds
and Trust Accounts Statement of Investment Policies and Procedures, dated

December 12, 2023, be approved and replace the previous Reserve / Revenue Funds and
Trust Accounts Statement of Investment Policies and Procedures contained in

Report FCS19074 and approved by Council on December 11, 2019.

EXECUTIVE SUMMARY

Report FCS24004 requests that Council approve the Reserve / Revenue Funds and Trust
Accounts Statement of Investment Policies and Procedures (the “SIPP”) dated December
12, 2023. The SIPP contains amendments arising from the formal review of the SIPP
undertaken in 2023, which is required at a minimum once in every four calendar years.
The amended SIPP is attached as Appendix “A” to Report FCS24004.

The SIPP is a document that contains investment policies and procedures in respect of the
City’s portfolios of investments.

There are no substantive amendments to the SIPP that arose from changes that have
occurred to legislation since the last review undertaken in 2019.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.
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An amendment to the SIPP that introduces for the first time the topic of Environmental,
Social and Governance (ESG) considerations is contained in a new section, Section 1.10,
on page 9 of the SIPP, as follows:

“The City of Hamilton believes that well-managed companies are those that demonstrate
high ethical and environmental standards and respect for their employees, human rights,
and the communities in which they do business, and that these actions contribute to long
term financial performance.

The City has chosen to monitor the developments of ESG factors and will reconsider its
approach as and when appropriate to do so.”

These ESG statements were recommended by Aon, the City’s investment consultant,
in consultation with staff. The statements take into account the observation that ESG
considerations are increasingly being considered in investment decisions and,
therefore, into investment policies or SIPPs.

The statements also take into account the results of a survey undertaken by Aon who
was engaged by the City to survey various Canadian municipalities with regard to
whether and if so, how they take into account ESG and/or Responsible Investing
(RI/ESG) considerations in their investment portfolios. (From the Principles for
Responsible Investment website: “Responsible investment involves considering
environmental, social and governance (ESG) issues when making investment
decisions and influencing companies or assets (known as active ownership or
stewardship).”)

Based on the findings of Aon’s survey, for those municipalities where there was RI/ESG
wording in their SIPPs, the majority of those SIPPs contained RI/ESG wording that was
very generic and did not clearly specify the steps required for implementation of RI/ESG
within their respective investment portfolios.

Additionally, Aon’s survey found that a majority of the municipalities have RI/ESG policies
(that are separate from their SIPPs) for governance and implementation of RI/ ESG that
largely contains existing language limited to indicating a target of achieving approximately
50% reduction in emissions by 2030 and net zero or carbon neutral target by

2050. However, these separate RI/ESG policies do not speak to RI/ESG implementation
related to their investment portfolios.

The following three minor amendments were made to the SIPP for the purpose of
clarification, details of which can be found in the Analysis and Rationale for
Recommendation Section of this Report FCS24004.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
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0] With respect to accounting issues for the Reserve / Revenue Funds, the SIPP
now includes wording on the new Public Standard Accounting Board (PSAB)
standard on portfolio investments (PS 3041 - portfolio investments) for the
Reserve / Revenue Funds. This wording is found in Section 3.04 on pages 13
and 14 of the SIPP.

(i) With respect to the Trust Accounts, the SIPP now includes the phrase “if need
be” to reflect the current and long-existing practice that separate sub-policies for
the Trust Accounts would only be developed only “if need be”. This added
phrase is found in the Executive Summary in Section 5 on page 5 of the SIPP
and in Section 5.03 on page 21 of the SIPP.

(i) With respect to the Trust Accounts, the SIPP now includes a new section to
reflect the current and long-existing practice of lending securities held in the
Trust Accounts to generate lending income for the Trust Accounts. This new
section, Section 6.05, is found on page 25 of the SIPP.

Alternatives for Consideration — Not Applicable
FINANCIAL — STAFFING - LEGAL IMPLICATIONS
Financial: Not Applicable.

Staffing: Not Applicable.

Legal: Not Applicable.

HISTORICAL BACKGROUND

According to Section 1.11 of the SIPP, the City Treasurer and Council must formally
review the SIPP at a minimum once in every four calendar years.

The preceding formal review of the SIPP undertaken in 2019 is detailed in

Report FCS19074 respecting Reserve / Revenue Funds and Trust Accounts Statement of
Investment Policies and Procedures Review, which was approved by Council at its
meeting held on December 11, 2019.

The scope of this year’s formal review focused primarily on updating the SIPP to
incorporate any changes in legislation impacting the SIPP since the preceding review in
2019 and to include ESG considerations in the SIPP.

The City’s SIPP continues to be governed by legislation under the Municipal Act, 2001 and
Ontario Regulation 438/97 Part I, known as the Prescribed List and under the Trustee Act
(Ontario).
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Although not the subject of Report FCS24004, in 2018, legislation was introduced that
would now enable eligible Ontario municipalities (other than the City of Toronto) to invest
under either the Prescribed List or under Section 418.1 (Prudent Investment) of the
Municipal Act, 2001 and Part Il of Ontario Regulation 438/97. The latter option is often
referred to as the Prudent Investor Standard.

Investing under the prudent investor standard would provide municipalities with a
framework and opportunity to invest in a much wider selection of securities and
investments, but before being able to invest under the standard, a municipality must adopt
the prescribed governance framework.

Under the prescribed governance framework, a municipality is required to establish an
investment board in which City Council would delegate its authority to manage and
oversee the municipality’s investment funds that are not immediately required by the
municipality.

POLICY IMPLICATIONS AND LEGISLATED REQUIREMENTS

The amended SIPP provides the framework for the investment of the Reserve / Revenue
Funds in accordance with the Prescribed List — Ontario Regulation 438/97 Part | - and for
the investment of monies for the Trust Accounts in accordance with the Trustee Act
(Ontario).

Under the Prescribed List, City Council is required to adopt a statement of the City’s
investment policies and goals before the City invests in an investment prescribed under
the Prescribed List. The SIPP is the City’s statement of its investment policies and goals.

There are no changes to Ontario Regulation 438/97 Part | since 2019 that results in
substantive changes to the City’s SIPP. There are no changes to the Trustee Act (Ontario)
since 2019 that results in substantive changes to the City’s SIPP.

RELEVANT CONSULTATION

Staff consulted with Legal and Risk Management Services Division in the preparation of
Report FCS24004.

Aon, the City’s investment consultant, reviewed the SIPP from a compliance and
governance perspective and provided recommended wording in the SIPP regarding ESG
considerations. Aon was engaged to undertake a survey of ESG considerations in other
Canadian municipalities’ investment policies, the results of which informed their
recommended wording in the SIPP regarding ESG considerations. In addition, Aon
considered all applicable, regulatory guidance and any relevant changes were addressed
in the SIPP, where appropriate.
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ANALYSIS AND RATIONALE FOR RECOMMENDATION(S)
I.  No Substantive Amendments to the City’s SIPP from Changes to Legislation

There are no changes to Ontario Regulation 438/97 Part | since 2019 that result in
substantive amendments to the City’s SIPP. There are no changes to the Trustee
Act (Ontario) since 2019 that results in substantive amendments to the City’s SIPP.

Nevertheless, the two minor amendments of a housekeeping nature were made to
the SIPP that reflect changes to O. Reg. 438/97 (by O. Reg. 106/22) since 2019.

First, the Credit Unions and Caisses Populaires Act, 1994 was replaced by the Credit
Unions and Caisses Populaires Act, 2020 (which came into force in 2022). (Note
that changes to the Credit Unions and Caisses Populaires Act, 2020 do not impact
the SIPP, because the SIPP restricts permitted investments in credit unions to a term
of one year or less.) Second, the word “central” replaces the word “league” to reflect
the new nomenclature in the Credit Union and Caisses Populaires Act, 2020.

These two housekeeping amendments appear in Footnote 7 of Appendix A on
page 27 of the SIPP. Footnote 7 now reads:

“these prescribed securities (which are deposit receipts, deposit notes, certificates
of deposit or investment, acceptances or similar instruments issued, guaranteed
or endorsed by a credit union or central to which the Credit Unions and Caisses
Populaires Act, 2020 applies).”

Il.  Environmental, Social and Governance (ESG) Considerations

ESG considerations are increasingly being considered in investment decisions and,
therefore, into investment policies or SIPPs.

The City consulted with its investment consultant, Aon, to provide guidance and best
practices for how the City may include ESG considerations in its investment policy.
Additionally, on the request of the City, Aon was engaged and conducted a survey to
understand whether, and if so, how various Canadian municipalities are incorporating
RI/ESG within their investment portfolios.

Based on Aon'’s findings, for those municipalities where there was RI/ESG wording in
their SIPPs, the majority of those SIPPs contained RI/ESG wording that was very
generic and did not clearly specify the steps required for implementation of RI/ESG
within their respective investment portfolios.
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Additionally, Aon’s survey found that a majority of the municipalities have RI/ESG
policies (that are separate from their SIPPs) in place for governance and
implementation of RI/ ESG that largely contains existing language limited to indicating
a target of achieving approx. 50% reduction in emissions by 2030 and net zero/
carbon neutral target by 2050. However, these separate RI/ESG policies do not
speak to RI/ESG implementation related to their investment portfolios.

The following amendments are recommended by Aon and proposed to be included in
the SIPP that speak to the topic of ESG considerations. These amendments are
contained in a new section, Section 1.10, Environmental, Social and Governance
(ESG) Factors, on page 9 of the SIPP:

“The City of Hamilton believes that well-managed companies are those that
demonstrate high ethical and environmental standards and respect for their
employees, human rights, and the communities in which they do business and
that these actions contribute to long term financial performance.

The City has chosen to monitor the developments of ESG factors and will
reconsider its approach as and when appropriate to do so.”

1. Clarifications / Corrections

Three minor amendments were made to the SIPP for the purpose of clarification in
the area of accounting issues for the Reserve / Revenue Funds and in the areas of
sub-policies and lending income for the Trust Accounts, listed as follows:

i. Accounting Issues for the Reserve / Revenue Funds

The following paragraphs were added to the SIPP in Section 3.04, Accounting
Issues, on pages 13 and 14 of the SIPP, in order to reflect the new Public
Standard Accounting Board (PSAB) standard on portfolio investments

(PS 3041- portfolio investments):

“The following guidance is outlined within PS 3041-Portfolio investments:

.07  When there has been a loss in value of a portfolio investment that is
other than a temporary decline, the investment should be written down
to recognize the loss. The write-down should be included in the
statement of operations.

.08 A write-down of a portfolio investment to reflect a loss in value should
not be reversed if there is a subsequent increase in value.
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.10A decline in quoted market value below cost or amortized cost of an
investment with a fixed maturity amount may be considered temporary
unless it is anticipated that the investment will be disposed of before it
matures or that the cost or amortized cost may not be realizable.”

ii. Sub-Policy for the Trust Accounts

The following two corrections were made to the SIPP to reflect that a sub-policy
for the Trust Accounts would be developed “if need be”. Previously the statement
regarding a sub-policy for the Trust Accounts did not include the words “if need
be”.

1. In the Executive Summary, Section 5, on page 5 of the SIPP:

“Section 5: Trust Accounts

e A very brief description of the City’s Trust Accounts is included.

e The primary goals of the Trust Accounts include: 1) conforming to
legislative constraints; 2) preserving capital; 3) maintaining adequate
liquidity and 4) maximizing returns.

¢ Individual performance objectives will be set for each Trust Account. If
need be, a customized sub-policy will also be drafted and appended to this
Policy because the composition of investment assets and asset mix may
vary broadly for each Trust Account.”

2. In Section 5, Trust Accounts, in subsection 5.01, on page 21 of the SIPP:

“5.01 Profile

The City’s Trust Accounts consist of multiple accounts, each with distinct and
unique objectives. The individual Trust Accounts, therefore, although small,
may not be co-mingled.

Notwithstanding the following, a sub-policy will be developed for each
individual Trust Account and appended to this Policy, if need be. Each
sub-policy will contain a statement of objectives, and constraints and
guidelines customized to the unique requirements of the individual Trust
Accounts.”

iii. Lending income for the Trust Accounts

The following new section was added to the SIPP, in Section 6.05, on page 25 of
the SIPP, to take into account the current and long-existing practice that securities
held in the Trust Accounts are used to generate lending income, as is also the
current and long-existing practice for securities held in the Reserve / Revenue
Funds investment portfolios.

OUR Vision: To be the best place to raise a child and age successfully.
OUR Mission: To provide high quality cost conscious public services that contribute to a healthy,
safe and prosperous community, in a sustainable manner.
OUR Culture: Collective Ownership, Steadfast Integrity, Courageous Change, Sensational Service,
Engaged Empowered Employees.



Page 194 of 251

SUBJECT: Reserve/ Revenue Funds and Trust Accounts Statement of Investment
Policies and Procedures Review (FCS24004) (City Wide) — Page 8 of 8

“6.05 Securities Lending
The investments of the trust accounts may be loaned, for the purpose of
generating revenue for the trust accounts on a fully indemnified basis.

For securities held in segregated accounts, such loans must be secured by cash
and/or readily marketable government bonds, treasury bills and/or letters of credit,
discount notes and bankers’ acceptances of chartered banks. For bonds, the
security held must have a market value of at least one hundred and two percent
(102%) of the market value of the loaned securities. This market value relationship
must be calculated at least daily.

The terms and conditions of any securities lending program will be set out in a
contract with the Custodian. The Custodian shall, at all times, ensure that the City
Treasurer has a current list of those institutions that are approved to borrow the
trust accounts’ investments.”

ALTERNATIVES FOR CONSIDERATIONS

Not Applicable.

APPENDICES AND SCHEDULES ATTACHED

Appendix “A” to Report FCS24004 — Reserve / Revenue Funds and Trust Accounts

Statement of Investment Policies and Procedures dated December 12, 2023.

RM/dt
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Executive Summary

Section 1: Overview and Administration

e Policy provides investment framework for the City’s Reserve/Revenue funds and Trust
Accounts.

e Overall objective is to ensure Funds and Trust Accounts are invested in accordance
with existing legislation.

o  Overall responsibility for Funds and Trust Accounts rests with the City Treasurer and
Council, but many administrative duties and responsibilities have been delegated.

e The Chief Investments Officer (CIO) will complete and deliver a performance report to
City Treasurer annually as at fiscal year-end unless otherwise requested by City
Council or the City Treasurer and inform the City Treasurer of any security which
experiences a credit downgrade in a timely manner.

e City’'s Investment staff will comply with the Code of Ethics and Standards of
Professional Conduct as promulgated by the CFA Institute and the City’s Code of
Conduct.

e Council members, the City’s senior management team, and all external advisors are
subject to the City’s guidelines pertaining to actual and perceived conflicts of interest.

e  CIO will monitor the Funds’ and Trust Accounts’ asset mixes on a quarterly basis and
will rebalance when necessary.

e City Treasurer must formally review the Policy at least once in every four calendar
years.

e City Treasurer shall prepare and provide a comprehensive annual investment report to
Council.

Section 2: Asset Mix and Diversification

e CIO will arrange for the investment of the Funds and Trust Accounts to achieve a
satisfactory return using diversified portfolios that conform with all legislative
constraints.

e Asset mix policies have been established for the Funds and Trusts Accounts at
acceptable risk levels.

e Funds and Trust Accounts will be managed by the City’s investment personnel.

Section 3: Reserve/Revenue Funds

e A short description of the City’s Reserve/Revenue Funds and important cash flow
considerations.

e The primary goals of the Funds include: 1) conforming to legislative constraints; 2)
preserving capital; 3) maintaining adequate liquidity; and 4) maximizing returns.

e The performance objective is to outperform its benchmark composed of sixty-two
decimal five percent (62.5%) FTSE Canada All-Gov’t Short Term Bond Index, twenty-
seven decimal five percent (27.5%) FTSE Canada All-Gov’t Bond Index and ten
percent (10.0%) FTSE Canada 91-Day T-Bill Index.

e Accounting issues will be taken into account when managing the City’s fixed income
assets.

e Duration is to be maintained between one (1) year and six (6) years.
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Section 4: Reserve/Revenue Funds — Permitted Investments

¢ The investments of the Funds must comply with the requirements and restrictions set
out in the Municipal Act, 2001, specifically Eligible investments, Related Financial
Agreements and Prudent Investment, Ontario Regulation 438/97 and any revisions
thereof.

e Minimum quality standard for eligible individual bonds is “BBB” and for short term
securities is “R-1 low” as rated by a recognized bond rating agency.
Please refer to chart in Section 4.06 for maximum quantity restrictions.

o The City shall not invest in a security that is expressed or payable in any currency
other than Canadian dollars with the exception of those investments specified in
Section 4.07 and footnote 6 of Appendix “A”.

Section 5: Trust Accounts

e A very brief description of the City’s Trust Accounts is included.

e The primary goals of the Trust Accounts include: 1) conforming to legislative
constraints; 2) preserving capital; 3) maintaining adequate liquidity and 4) maximizing
returns.

e Individual performance objectives will be set for each Trust Account. If need be, a
customized sub-policy will also be drafted and appended to this Policy because the
composition of investment assets and asset mix may vary broadly for each Trust
Account.

Section 6: Trust Accounts — Permitted Investments

e The investments of the Trust Accounts must comply with the requirements and
restrictions set out in the Trustee Act.

¢ Permitted investments are set out in detail in Section 6.02.

e Minimum quality standard for eligible individual bonds is “A (low)” and short term
securities is “R-1 low” at purchase, as rated by a recognized bond rating agency.
However issues rated “BBB” are permitted subject to the individual Trust Account
maximums.

e All investment must be reasonably liquid (capable of liquidation with six (6) months).

e Please refer to Section 6.04 for maximum quantity restrictions.

e Ifitis not obvious that an investment qualifies under this Policy, the CIO must consult
with the City Treasurer prior to purchasing the investment.

Appendix A — Sector and Issuer Limitations

Appendix B — Municipal Act, 2001 (Eligible Investments, Related Financial
Agreements and Prudent Investment, Ontario Regulation 438/97

Appendix C — Trustee Act (Investment Provisions)

Appendix D — CFA institute Code of Ethics and Standards of Professional Conduct
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Section 1 — Overview and Administration

1.01 Purpose of Statement

This Statement of Investment Policies and Procedures (the “Policy”) provides the
framework for the investment of the assets of the City of Hamilton’s Reserve/Revenue
Funds (the “Funds”) and the City of Hamilton’s Trust Accounts (the “Trust Accounts”).

The overall objective of the Policy is to ensure that the Funds and Trust Accounts are
invested in accordance with existing legislation in such a way as to maximize investment
returns while minimizing investment risk.

1.02 Background

The City Treasurer of the City of Hamilton (the “City”) establishes the Policy for approval by
the Council of the Municipality for the City of Hamilton (“Council”) and ensures that the
designated assets are managed in accordance with the guidelines set out in the Policy.
Council has determined that the Funds and Trust Accounts shall be managed internally by
the Chief Investments Officer (the “ClIO”). The Custodian, as appointed by council, is to
hold an account for the assets to be managed in accordance to this policy.

1.03 Delegation of Responsibilities

Overall responsibility for the Funds and Trust Accounts ultimately rests with the City
Treasurer and Council. It is permitted however to delegate administrative duties and
responsibilities to internal and external agents.

a) Chief Investments Officer

The CIO is responsible for:

(i) monitoring asset mix and rebalancing as required;

(i) day-to-day liaison with the Custodian and the Investment Consultant;

(iii) monitoring and budgeting for cash flow within the Funds and Trust Accounts.

(iv) researching, recommending and implementing improvements to asset
management of the City’s investment assets; and

(v) directing and implementing investment strategies for City managed portfolios.

b) Custodian/Trustee
The custodian/trustee will:
(1) fulfill the regular duties of a Custodian/Trustee as required by law;
(i) maintain safe custody over the assets of the Funds and Trust accounts;
(iii) execute the instructions of the City Treasurer and the CIO; and
(iv) record income and provide financial statements to the City Treasurer monthly, or
as required.

c) Investment Consultant
The investment consultant will:
(i) assistthe ClO and the City Treasurer in developing a prudent long-term asset mix,
and specific investment objectives and policies;
(ii) monitor, analyze and report on the Fund’s investment performance and to support
the City Treasurer on any investment related matters;
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(iii) assist with the selections of investment managers, custodians and other suppliers;
and,
(iv) meet with the City Treasurer and/or CIO as required.

d) The City Treasurer
The City Treasurer will provide annual audited financial statements of the Funds and
Trust Accounts.

e) City Solicitor
The City’s Solicitor will:
(i) provide legal advice to the City Treasurer regarding compliance with relevant
legislation; and
(i) provide legal counsel on a range of issues, including the review of contracts with
suppliers.

The City Treasurer has the authority to retain other consultants/suppliers as the City
Treasurer deems necessary from time to time.

1.04 Performance Reporting

The CIO is required to complete and deliver a performance report to the City Treasurer and
to Council annually as at fiscal year-end unless otherwise requested by City Council or the
City Treasurer.

1.05 Downgrades in Credit Quality

In order to keep the City Treasurer informed, the CIO will take the following steps in the
event of a downgrade in the credit rating of a portfolio asset by a recognized bond rating
agency to below the purchase standards set out in Sections 4.04 and 6.03:

¢ within ten (10) business days, the CIO will advise the City Treasurer in writing of the
course of action taken, or intended to be taken by the CIO, and his rationale;

e immediately upon downgrade, the asset will be placed on a Watch List subject to
monthly review by the CIO with the City Treasurer until such time as the security is sold
or is upgraded to a level consistent with the Policy’s purchase quality standards; and

¢ if aninvestment falls below the standard required, the City shall create a plan, including
expected timelines, for selling the investment and shall sell the investment in
accordance with the plan.

1.06 Standard of Professional Conduct
The City’s investment personnel are expected to comply, at all times and in all respects,
with the Code of Ethics and Standards of Professional Conduct as promulgated by the CFA
Institute and the City’s Code of Conduct Policy.

The CIO will manage the assets with the care, diligence and skill that an investment
manager of ordinary prudence would use in dealing with assets of this nature. The CIO will
also use all relevant knowledge and skill that he or she possesses, as a prudent investment
manager.
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1.07 Conflicts of Interest

The standard applies to individual members of Council, the City’s senior management team,
the Custodian, the Investment Consultant ant any other external Advisor(s). All are subject
to the following guidelines pertaining to both actual and perceived conflicts of interest.

Disclosure of Council Members and the Senior Management Team
Council Members and City employees shall subscribe to the City’s Conflict of Interest
guidelines. In addition:

a) A member of Council and the City’s senior management team shall fully disclose the
particulars of any actual or perceived conflict of interest immediately upon becoming
aware of the actual or perceived conflict, and in writing to the City Treasurer; and

b) The person or persons in conflict as identified above shall not directly or indirectly
participate in any discussion on the subject of the conflict nor participate in any vote on
the matter. All such disclosures shall be recorded in the minutes of council or the senior
management team meeting during which the apparent conflict was discussed.

The Custodian, the Investment Consultant and any other Advisor(s) (the “Parties”)
While it is impossible to determine every circumstance or case which can give rise to
possible conflicts of interest, the following indicates some of the types of activities that could
result in an actual or perceived conflict of interest and must be disclosed:

a) Disclosure of Conflict
A representative of the Parties shall disclose to the City Treasurer any material conflict
of interest relating to him, and any material beneficial ownership of investments
involved, which could reasonably be expected to impair his ability to render unbiased
and objective advice. These disclosures shall be made whenever one of the Parties
wishes to make recommendations concerning an investment in which he has a material
beneficial interest or perceived conflict.

b) Disclosure of additional compensation arrangements

The Parties shall disclose to the City Treasurer in writing any compensation including
payments in cash or in kind, he receives from an issuer of securities or any person
other than his employer for services he renders to his customers or clients which could
reasonably be expected to impair his ability to render unbiased and objective advice
with respect to the assets. An employee of the Parties shall also disclose, with the
approval of his employer, special compensation arrangements with the employer that
might conflict with the City’s interests, such as bonuses based on short term
performance criteria. Such written notice shall be presented within thirty (30) days.

c) Disclosure of referral fees
The Parties shall disclose any consideration paid to others for making a particular
recommendation relating to asset matters. This disclosure statement shall be provided
before the recommendation is implemented.
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1.08 Related Party Transactions
The City Treasurer, on behalf of the Funds and Trust Accounts, may not enter into a
transaction with a related party unless:

a) the transaction is both required for operation and or administration of the Funds and
Trust Accounts and the terms and conditions of the transaction are not less favourable
than market terms and conditions;

b) securities of the related party are acquired at a public exchange; or

c) the combined value of all transactions with the same related party is nominal or the
transaction(s) is immaterial

For the purposes of this Section 1.08, transactions involving less than TEN THOUSAND
DOLLARS ($10,000.00) are considered nominal. A “related party” is defined to include any
officer, director or employee of the City. It also includes a spouse or child of the persons
named previously, or a corporation that is directly or indirectly controlled by the persons
named previously, among others. Related party does not include government or a
government agency, or a bank, trust company or other financial institution that holds the
assets of the Funds and/or Trust accounts.

1.09 Monitoring of Asset Mix

In order to ensure that the Funds and Trust Accounts operate within the minimum and
maximum guidelines stated in the Policy, the CIO shall monitor the asset mix on a calendar
quarterly basis. Rebalancing can take place over a reasonably short period of time after an
imbalance has been identified. Rebalancing may be affected by redirecting the net cash
flows to and from the Funds and/or Trust Accounts, or by transferring cash or securities.

1.10 Environmental, Social, and Governance Factors (ESG)

The City of Hamilton believes that well-managed companies are those that demonstrate
high ethical and environmental standards and respect for their employees, human rights,
and the communities in which they do business, and that these actions contribute to long
term financial performance.

The City has chosen to monitor the developments of ESG factors and will reconsider its
approach as and when appropriate to do so.
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1.11 Policy Review
This Policy may be reviewed and revised at any time, but the City Treasurer and Council
must formally review it at least once in every four calendar years.

1.12 City Treasurer’s Report for the Reserve/Revenue Funds

The City Treasurer shall provide an investment report annually to Council by May 31 of the

calendar year for the prior fiscal year that complies with section 8 (Investment report) of

Ontario Regulation 438/97, Eligible Investments, Related Financial Agreements and

Prudent Investment, under the Municipal Act, 2001 S.0. 2001, c.25 (the “Municipal Act’),

and shall contain, but not be limited to, the following information:

a) a statement about the performance of the portfolio of investments of the City during the
period covered by the report;

b) a listing of the types of securities in which the portfolio invested during the period covered
by the report;

c) a listing of the securities and their credit ratings held by the portfolio at the date of the
report;

d) a description of the estimated proportion of the total investments of a municipality that
are invested in its own long-term and short-term securities to the total investment of the
municipality and a description of the change, if any, in that estimated proportion since
the previous year’s report;

e) a record of the date of each transaction in or disposal of its own securities, including a
statement of the purchase and sale of each security;

f) a statement by the CIO as to whether or not, in his or her opinion all investments are
consistent with this Statement of Investment Policy and Procedures (“SIPP”) adopted by
the City;

g) a statement by the treasurer as to whether or not, in his or her opinion all investments
are consistent with this SIPP adopted by the City; and

h) any other information that the council may require or that, in the opinion of the City
Treasurer, should be included.

| ——
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Section 2 — Asset Mix and Diversification Policy

2.01 Portfolio Return Expectations

The City Treasurer has appointed the CIO to arrange for the investment of part or all of the
assets of the Funds and Trust Accounts to achieve a satisfactory long-term rate of return
through a diversified portfolio, consistent with acceptable risks and prudent management
and that conforms with all legislative constraints.

An appropriate asset mix policy has been established for the Funds and Trust Accounts to
provide a reference for long-term return requirements at risk levels acceptable to the City
Treasurer. Risk is controlled by investing in well diversified and high-quality portfolios.

2.02 Management Structure
The Funds and Trust Accounts will be managed by the City’s investment personnel.
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Section 3 — Reserve/Revenue Funds

3.01 Fund Policy

The City’s Reserve/Revenue Funds were amalgamated in 2001. Based on the pattern of
cash flows experienced in the past, one can assume that cash flow will be added to the
Funds between February and October and the Funds will be drawn down between
November and February.

These assets of the Reserve/Revenue Fund will be managed on a total return basis and
measured against performance benchmarks. Another important cash flow consideration
relates to the Fund’s intra-month cash flow activity. According to City sources, there is a
great deal of short-term cash activity every month and the Funds require a comprehensive
cash management operation.

3.02 Objectives

The primary goals of the Funds are to ensure compliance with the Municipal Act, 2001 and
Eligible Investments, Related Financial Agreements and Prudent Investment, Ontario
Regulation 438/97, to minimize investment risk, and to maximize investment returns.

The four basic objectives of the Policy are:

1. Conform to Legislative Constraints
The City’s investment portfolios must conform with the Municipal Act, which is the
guiding legislation for investment of municipal funds. In particular, the investments
must conform to Eligible Investments, Related Financial Agreements and Prudent
Investment, Ontario Regulation 438/97. Eligible investments are discussed in greater
detail in Section 4.02.

2. Preserve Capital
Ensuring the safety of principal is of paramount importance for the City. Proper
diversification will help to ensure that this objective is met. The establishment of
limitations relating to credit rating, sector exposure and term structure will ensure safety
of principal by limiting the investment exposure to any one issuer, sector or term.

The limitations described in Section 4 reflect the requirements of the current legislation
and the City’s own guidelines on prudent investment standards. All eligible investments
must adhere to these limits.

3. Maintain Adequate Liquidity
Maintaining adequate liquidity ensures that the Funds can be fully invested until
required by the City. Liquid investments also afford more opportunities for investment
management (i.e. lengthening or shortening the term of securities to take advantage of
movements in interest rates or shifts in the yield curve).

The predictability of the City’s cash flows will be an important consideration in
determining the degree of liquidity required in the portfolio.
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4. Maximize Returns while Conforming to Other Objectives
Investment returns should be maximized through opportunistic investment
management without compromising the objectives of preservation of capital and
maintenance of liquidity.

The CIO is responsible for managing the Fund’s investment assets. For the purposes
of evaluating the Fund’s performance, all rates of returns will be measured over moving
one-year and four-year periods. Return objectives will be on a total return basis and
will include realized and unrealized capital gains or losses plus income from all sources.
Returns will be calculated on a time-weighted basis and compared to the objectives
described below.

Performance Objectives:

The Fund’'s performance objective, as outlined in Section 4.10, is to outperform a
benchmark portfolio constructed from a blend of returns composed of sixty-two decimal five
percent (62.5%) of the FTSE Canada All-Government Short Term Bond Index, twenty-
seven decimal five percent (27.5%) of the FTSE Canada All-Government Bond Index and
ten percent (10.0%) of the FTSE Canada 91-Day Treasury Bill Index, measured over four-
year cycles.

The City’s cash management objectives include the maintenance of positive cash flow, the
development of prudent temporary borrowing strategies and the investment of the City’s
idle funds to earn a competitive rate of return.

3.03 Investment and Risk Philosophy

a) Investment Philosophy
The Funds will be managed on a total return basis, as per the objectives, guidelines
and constraints imposed by the Policy. Efforts will be made to maximize returns and
avoid capital losses, while incorporating the Funds’ unique cash flow demands.

b) Risk Philosophy
The Funds shall be managed in a conservative manner with special care and attention
being taken to minimize risk and preserve capital.

3.04 Accounting Issues

With the likelihood that the City’s fixed income portfolio may incur unrealized losses, it is
extremely important to address the accounting treatment of such unrealized losses with the
City’s auditors. Discussions with the City’s auditors reveal that they will adopt a very
conservative approach in valuing the portfolio, but will distinguish between temporary and
permanent impairments in value. Should the loss in value of a portfolio be deemed
permanent, the investment will be written down to recognize the loss. A write down of a
portfolio investment to reflect a loss in value will not be reversed if there is a subsequent
increase in value.

The following guidance is outlined within PS 3041-Portfolio investments:
.07  When there has been a loss in value of a portfolio investment that is other than a
temporary decline, the investment should be written down to recognize the loss. The
write-down should be included in the statement of operations.

.08 A write-down of a portfolio investment to reflect a loss in value should not be
reversed if there is a subsequent increase in value.
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.10 A decline in quoted market value below cost or amortized cost of an investment
with a fixed maturity amount may be considered temporary unless it is anticipated that
the investment will be disposed of before it matures or that the cost or amortized cost
may not be realizable.

This information has important implications for the manner in which the City’s fixed income
investments should be managed and its resulting term structure.
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Section 4 - Reserve/Revenue Funds:
Permitted Investments and Performance Measurement

4.01 General Guidelines

The investments of the Funds must comply with the requirements and restrictions set out
in the Municipal Act, 2001 S.0. 2001, c.25 (the “Municipal Act’), specifically Eligible
Investments, Related Financial Agreements and Prudent Investment, Ontario Regulation
438/97 and any revisions thereof. Any changes or revisions to the Municipal Act, specifically
Eligible Investments, Related Financial Agreements and Prudent Investment, Ontario
Regulation 438/97, subsequent to the formal adoption of this Policy, will be effective
immediately. This Policy will be updated to reflect the change(s) at the time of its formal
review.

4.02 Permitted Investments
The City will invest only in securities permitted under the Municipal Act and its related
regulations, as amended from time to time.

A list of Sector and Issuer Limitations (the List) will be established by the City Treasurer and
the Chief Investments Officer (see Appendix A). The List will state explicitly the approved
sectors and issuer limitations of securities that may be held in the portfolio. In addition, while
all investments on the List must meet legislative requirements, specific minimum credit
rating requirements, dollar limits and/or percentage limits (of the total portfolio) will be
established for each issuer. The List will be amended from time to time by the Chief
Investments Officer.

4.03 Grandfathered Investments—Non-Bank ABCP
Investments which were allowed under the Municipal Act will be grandfathered and considered
acceptable investments provided that:

a) the City invested in the security before January 12, 2009; and

b) the terms of the City’s continued investment in the security have been changed pursuant
to the Plan Implementation Order of the Ontario Superior Court of Justice dated January
12, 2009 (Court file number 08-CL-7440) and titled “In the matter of the Companies’
Creditors Arrangement Act, R.S.C. 1985, c. C-36 as amended and in the matter of a plan
of compromise and arrangement involving Metcalfe & Mansfield Alternative Investments I
Corp. et al”. O. Reg. 438/97 s.2.1

4.04 Minimum Quality Requirements
The City shall not invest in a security that does not meet the credit rating requirements
established under the Municipal Act and Regulations.

4.05 Investments in School Board Issued Securities
A municipality shall not invest in a security issued or guaranteed by a school board or similar
entity unless the money raised by issuing the security is to be used for school purposes.

4.06 Maximum Quantity Restrictions
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The City shall not invest more than twenty-five percent (25%) of the portfolio in short-term
debt issued or guaranteed by the City. Short-term debt means any debt instrument that
shall be fully repaid no later than three hundred and sixty-four (364) days after the debt is
incurred. The total investment in ‘A’ or equivalent rated debt on purchase must not exceed
thirty-five percent (35%) of the market value of the City’s bond portfolio.

Subject to the quality limits imposed above, the following quantity restrictions at the total
fund level are to be respected. Please see the Sector and Issuer Limitations List in Appendix
A for more details:

Minimum % Maximum %
Federal issues in aggregate 0 100
Federal Guarantee 0 100
Provincial holdings in aggregate 0 100
Single province exposure 0 50
Individual non-federal/non-provincial holding (*) 0 10
Non-federal/non-provincial holdings in aggregate 0 50
Municipal Issues (*)
-individual muni issue rated “AAA” 0 10
-individual muni issue rated “AA” 0 10
-individual muni issue rated “A” 0 5
Municipal holdings in aggregate 0 30
Banks and Credit Unions in aggregate 0 50
Asset-Backed in aggregate 0 25
Foreign Country Debt in Cdn dollars 0 25
Commercial paper in aggregate 0 20
One Investment Program in aggregate 0 15
Corporate Debt rated A(low) or better < 5 years in 0 15
aggregate
Ontario Infrastructure and Lands Corporation “AA” 0 15
Broader Public Sector
Supranational 0 30
Short term securities in aggregate 0 50
Any security if the City acquires the security as a 0 N/A
gift in a will or as a donation not made for a
charitable purpose
Shares of a corporation received through a court 0 N/A
order in lieu of debt that is payable to the
municipality
Forward Rate Agreement 0 N/A
Portfolio benchmark duration (Macaulay) 1 year 6 years

(*) Except for City of Hamilton issues which have a limit of twenty-five percent (25%).

4.07 Currency

The City shall not invest in a security that is expressed or payable in any currency other
than Canadian dollars with the exception of those investments specified in footnote 6 of
Appendix “A”: investments in securities that are deposit receipts, deposit notes,

Hamilton Reserve Trust SIP&P December 2023 Page 16



Page 211 of 251

Appendix “A” to Report FCS24004
Page 17 of 57

certificates of deposit or investment, acceptances or similar instruments issued,
guaranteed or endorsed by a bank listed in Schedule | to the Bank Act (Canada),
expressed or payable in the currency of the United States of America, are permitted. A
maximum portfolio and individual limit of 2%, within the maximum portfolio and individual
limits for Schedule | banks as indicated in the Appendix “A”, applies. These investments
will also adhere to a minimum credit rating and a minimum money market rating
requirement of A(low) and R1(low) respectively.

4.08 Securities Lending
The investments of the Funds may be loaned, for the purpose of generating revenue for the
Funds on a fully indemnified basis.

For securities held in segregated accounts, such loans must be secured by cash and/or
readily marketable government bonds, treasury bills and/or letters of credit, discount notes
and bankers’ acceptances of chartered banks. For bonds, the security held must have a
market value of at least one hundred and two percent (102%) of the market value of the
loaned securities. This market value relationship must be calculated at least daily.

The terms and conditions of any securities lending program will be set out in a contract with
the Custodian. The Custodian shall, at all times, ensure that the City Treasurer has a current
list of those institutions that are approved to borrow the Fund’s investments.

4.09 Forward Rate Agreements

The City is authorized to enter into agreements to make prescribed investments as outlined
in O. Reg. 438/97, on a future date and to that effect may enter into a one or more forward
rate agreements.

a) Description of a Forward Rate Agreement
A Forward Rate Agreement (“FRA”) is legally binding agreement between two parties
to exchange cash flows based on interest rates (usually one party pays a fixed interest
rate and the other party pays a floating interest rate) applied to a notional principal
amount at a given future date.

b) Purpose
The FRA should be used to minimize the cost or risk associated with investments
because of fluctuations in interest rates.

Overall, the FRA should provide the City with the possibility to protect the future returns
in anticipation of fluctuating interest rates (i.e. fixes today the interest rate that will
accrue on an investment occurring in the future). It will also allow the City’s to plan for
cash flows more effectively as future interest rates are no longer uncertain.

The FRA must be entered into with the intent of accomplishing the above purposes.
For example, the fund may enter into a FRA to fix the rate of return for an investment
that would meet the obligations of a sinking fund debenture.

c) Standard FRA Contract
The standard FRA contract shall include the following:
e A forward amount, which is the principal amount of the investment or that
portion of the principal amount to which the agreement relates;

Hamilton Reserve Trust SIP&P December 2023 Page 17



Page 212 of 251

Appendix “A” to Report FCS24004
Page 18 of 57

o A settlement day, which is a specified future date;

o A forward rate of interest, which is a notional rate of interest applicable on the
settlement day;

¢ A reference rate of interest, which is the market rate of interest payable on a
specified future date on an acceptance issued by a bank listed in Schedule |, I
and Il to the Bank Act, S.C. 1991, c. 46 (the “Bank Act’); and

e A settlement payment to be payable on the settlement day if the forward rate
and the reference rate of interest are different.

d) Type of investments
The City is allowed to enter into a FRA in any of the fixed income securities prescribed
in the Sector and Issuer Limitations list (Appendix A). Dealing in FRA’s is permitted in
Canadian dollars only.

e) Counterparty
The City shall not enter a FRA except with a bank listed in Schedule I, Il and Ill to the
Bank Act and only if the bank’s long term debt obligations on the day the agreement is
entered are rated A (high) or higher by DBRS, A+ or higher by Fitch, A1 or higher by
Moody’s or A+ or higher by S&P.

f) Reference Rate
The reference rate is the market rate of interest (floating interest rate) payable on a
specified future date.

The parties are free to use any market rate of interest as a reference rate for entering
into a FRA, provided the methodology of computing the rate is objective, transparent
and mutually acceptable to counterparties.

g) Size Limit
The City should not enter a FRA if the forward notional amount, when added to all
forward notional amounts under other forward agreements, if any, relating to the same
investment, would exceed the total amount of the principal of the investment.

h) Term
The City shall not enter a FRA unless the settlement day under the agreement is within
twelve (12) months of the day on which the agreement is executed.

i) Valuation
The FRA portfolio must be marked to market as determined by the custodian. The City
shall apply the Generally Accepted Accounting Principles (GAAP) in reporting the
impact of the FRA on the financial statements.
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Netting Settlement

The agreement should be set up so that on the settlement date, all FRA payments to
be exchanged will be net settled (i.e. only the differential between the fixed and floating
is paid).

In case of insolvency, the claim of the counterparty provides for the netting of the
transaction between the insolvent and the creditor. In such case, the amount payable
by one party is set off against the amount payable by the other party and only the net
balance is paid or received.

Risk Management Authorization

All agreements will be negotiated by the CIO and authorized by the City Treasurer or

Council of the City. The City Treasurer or Council will be presented with:

1. Estimated cost to the municipality resulting from the use of a FRA

2. Detailed estimate of the expected results of the use of a FRA

3. An analysis of financial and other risk to the municipality that would exist with and
without the use of a FRA

Contract
A FRA contract should be developed and used as standard in all transactions. The
standard shall clearly define the rights and obligations of each party.

Credit exposure limits
FRA with Schedule 11l banks should be limited to twenty-five percent (25%) of the entire
FRA portfolio.

Monitoring

The CIO shall ensure that the appropriate infrastructure and monitoring systems such
as ability to price the FRA, marked to market the positions, monitor limit exposures on
an ongoing basis are put in place.

Monitoring Report

If the City has any subsisting FRA in a fiscal year, the City Treasurer of the City shall
prepare and present to the City council once in that fiscal year, or more frequently if
the council or desires, a detailed report on all those agreements.

The report must contain the following information and documents:

e A statement about the status of the forward rate agreements during the period of
the report, including a comparison of the expected and actual results of using the
agreements;

e A statement by the City Treasurer indicating whether, in his or her opinion, all the
forward rate agreements entered during the period of the report are consistent with
the City’s statement of policies and goals relating to the use of forward rate
agreements;

e Such information as the council may require; and

e Such other information as the City Treasurer considers appropriate to include in the
report.
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410 Performance Measurement

For purposes of evaluating the performance of the Funds, all rates of returns are measured
over moving one-year and four-year periods. Return objectives include realized and
unrealized capital gains or losses plus income from all sources.

The Funds’ performance objective is to outperform a benchmark portfolio constructed from
a blend of returns composed of sixty-two decimal five percent (62.5%) of the FTSE Canada
All-Government Short-Term Bond Index, twenty-seven decimal five percent (27.5%) of the
FTSE Canada All-Government Bond Index and ten percent (10.0%) of FTSE Canada 91-
Day Treasury Bill Index.

Total Fund

Investment weightings and investment results are to be measured regularly against a
long-term Benchmark Portfolio comprising:

Benchmark %
FTSE Canada All-Government Short-Term Bond Index 62.5
FTSE Canada All-Government Bond Index 27.5
FTSE Canada 91-Day Treasury Bill Index 10.0
100.0
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Section 5 - Trust Accounts

5.01 Profile
The City’s Trust Accounts consist of multiple accounts, each with distinct and unique
objectives. The individual Trust Accounts therefore, although small, may not be co-mingled.

Notwithstanding the following, a subpolicy will be developed for each individual Trust
Account and appended to this Policy, if need be. Each subpolicy will contain a statement of
objectives, and constraints and guidelines customized to the unique requirements of the
individual Trust Accounts.

5.02 Objectives

The primary goals of the Trust Accounts are to ensure compliance with the investment
provisions of the Trustee Act, R.S.0. 1990, c. T.23 (the “Trustee Act’). Effective July 1,
1999, the investment provisions of the Trustee Act were amended to a “prudent investor”
standard. The new legal standard of “prudent investor” allows for greater portfolio
diversification and a less restrictive means of selecting appropriate investments.

The basic objectives of the Trust Accounts include:

1. Conform to Legislative Constraints

The City’s Trust Accounts must conform with the Trustee Act of Ontario, which is the guiding
legislation for investment of trust monies. In particular, the investments must conform to the
requirements and restrictions imposed by Section 27 of the Trustee Act.

Among other criteria, Section 27 of the Trustee Act stipulates that a trustee:

e must exercise the care, skill, diligence and judgment that a prudent investor would
exercise in making investments;

e may invest trust property in any form of property in which a prudent investor might
invest; and

¢ must diversify the investments of trust property to the extent that is appropriate.

2. Preserve Capital
Ensuring the safety of principal is of paramount importance for the City. Proper
diversification will help to ensure that this objective is met.

The limitations described in Section 6 reflect the requirements of the current legislation and
the City’s own guidelines on prudent investment standards. All eligible investments must
adhere to these limits.

3. Maintain Adequate Liquidity

Maintaining adequate liquidity ensures that the Trust Accounts can be fully invested until
required by the City. Liquid investments also afford more opportunities for investment
management (i.e. moving in to or out of equity investments as dictated by prevailing market
conditions or lengthening or shortening the term of fixed income securities to take
advantage of movements in interest rates).
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4. Maximize Returns while Conforming to Other Objectives
Investment returns should be maximized through opportunistic investment management
without compromising the objectives of preservation of capital and maintenance of liquidity.

The CIO is responsible for managing the Trust Accounts’ investment assets. For the
purposes of evaluating the Trust Accounts performance, all rates of returns will be
measured over moving one-year and four-year periods. Return objectives will be on a total
return basis and will include realized and unrealized capital gains or losses plus income
from all sources. Returns will be calculated on a time-weighted basis.

Performance Objectives:

The performance objectives of the individual Trust Accounts must be treated on an account-
by account basis. The Trust Accounts are too diverse in nature to set specific performance
objectives as individual objectives and constraints vary and the composition of investment
assets and asset mix vary broadly.

5.03 Investment and Risk Philosophy

a) Investment Philosophy
The Trust Accounts will be managed on a total return basis, as per the objectives,
guidelines and constraints imposed by the Policy and individual Trust Accounts. Efforts
will be made to maximize returns and avoid capital losses.

b) Risk Philosophy
The Funds shall be managed in a conservative manner with special care and attention
being taken to minimize risk and preserve capital.
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Section 6 - Trust Accounts: Permitted Investments

6.01 General Guidelines

The investments of the Trust Accounts must comply with the requirements and restrictions
set out in the Trustee Act, R.S.0. 1990, c. T.23 (the “Trustee Act’), specifically the
requirements and restrictions imposed by Section 27 of the Trustee Act. Any changes or
revisions to the Trustee Act, specifically Section 27, subsequent to the formal adoption of
this Policy will be effective immediately. This Policy will be updated to reflect the change(s)
at the time of the Policy’s formal review.

6.02 Permitted Investments
The following are prescribed, for the purposes of this investment policy, as securities that
the City may invest in:

1. Canadian and Foreign Equities

Permitted instruments are:

¢ common and convertible preferred equity listed on recognized stock exchanges;
e debentures convertible into common equity;

¢ rights, warrants and special warrants for common or convertible preferred stock;
e instalment receipts;

e American Depository Receipts and Global Depository Receipts; and

e exchange traded index participation units.

2. Bonds

Permitted instruments are:

e bonds, debentures, notes and other evidences of indebtedness of Canadian issuers
denominated in Canadian dollars;

¢ mortgage-backed securities, guaranteed by the federal government as to the timely
payment of all payments under the National Housing Act, R.S.C. 1985, c. N-11;

e term deposits and guaranteed investment certificates; and

e Supra-National bonds issued by the International Bank for Reconstruction and
Development denominated in Canadian dollars.

3. Cash and Short-Term Investments

Permitted instruments (defined to be securities with less than one (1) year to maturity) are:

e cash on hand and demand deposits including deposit accounts of the custodian,

e treasury bills issued by the federal and provincial governments and their agencies,
obligations of trust companies and Canadian and foreign banks chartered to operate in
Canada, including bankers' acceptances, and

e commercial paper and term deposits.

Hamilton Reserve Trust SIP&P December 2023 Page 23



Page 218 of 251

Appendix “A” to Report FCS24004
Page 24 of 57

4. Other Investments

Permitted instruments are:

e deposit accounts of the custodian which can be used to invest surplus cash holdings;
and

e investments may be made in mutual funds.

6.03 Minimum Quality Requirements
Within the investment restrictions for individual portfolios, including mutual funds, all
portfolios should hold a prudently diversified exposure to the intended market.

The following minimum quality restrictions apply to all investments held in the portfolio:

e generally speaking, the minimum quality standard for individual bond issues is ‘A
(Low)’ or equivalent, as rated by a recognized bond rating agency at the time of
purchase, however, issues rated ‘BBB’ are permitted subject to the individual Trust
Account maximums;

e the minimum quality standard for individual short term securities is ‘R-1 (Low)’ or
equivalent, as rated by a recognized bond rating agency at the time of purchase; and

e all investments shall be reasonably liquid (i.e. in normal circumstances they should be
capable of liquidation within six (6) months).

6.04 Maximum Quantity Restrictions
The following restrictions are to be respected:

Equities

e The equity holdings will be well diversified and contain at least fifteen (15) securities.
The maximum holding for any individual stock will be ten percent (10%) of the equity
portfolio based on market value;

e Equity holdings representing more than ten percent (10%) of the voting shares of a
corporation or more than ten percent (10%) of the available public float shall be
disclosed on a quarterly basis; and

e Equity holdings representing more than twenty percent (20%) of the voting shares of
a corporation or more than twenty percent (20%) of the available public float are not
permitted. In addition, the combined share of all holdings in excess of ten percent
(10%) of the voting shares or public float may not exceed three percent (3%) of the
total equity portfolio. All calculations are based on market value.

Bonds and Short Term

o  Except for federal and provincial bonds (including government guaranteed bonds), no
more than ten percent (10%) of the bond portfolio may be invested in the bonds of a
single issuer and its related companies;

¢ No one bond holding shall represent more than ten percent (10% of the market value
of the total outstanding for that bond issue;

e No more than ten percent (10%) of the market value of the bond portfolio may be held
in ‘BBB’ issues; and

¢ No more than ten percent (10%) of the market value of the bond portfolio may be held
in real return bonds.
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Mutual Fund Investments
The CIO may invest in mutual funds, provided that every effort is made to minimize
investment management fees.

Pooled Fund Investments
Investments in pooled funds are not permitted, unless such funds can be deemed to be
mutual funds.

Prior Permission Required

The following investments may be permitted provided that prior approval has been
obtained from the City Council:

investments in private placements;

direct investments in real estate;

direct investments in venture capital financing or private equity limited partnerships;
investments in bonds of foreign issuers;

investments in units of investment trusts (e.g. REITs or resource trust units); and
direct investments in mortgages.

No other investment is permitted.

6.05 Securities Lending
The investments of the trust accounts may be loaned, for the purpose of generating revenue
for the trust accounts on a fully indemnified basis.

For securities held in segregated accounts, such loans must be secured by cash and/or
readily marketable government bonds, treasury bills and/or letters of credit, discount notes
and bankers’ acceptances of chartered banks. For bonds, the security held must have a
market value of at least one hundred and two percent (102%) of the market value of the
loaned securities. This market value relationship must be calculated at least daily.

The terms and conditions of any securities lending program will be set out in a contract with
the Custodian. The Custodian shall, at all times, ensure that the City Treasurer has a current
list of those institutions that are approved to borrow the trust accounts’ investments.

6.06 General Restriction
At all times, the CIO must meet the requirements for eligible investments as outlined in the
Trustee Act.

If it is not obvious that an investment qualifies under this Policy, the CIO should consult with
the City Treasurer of his concern about the investment before the investment is acquired.
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Appendix A — Sector and Issuer Limitations
Sector Exposure Maximum Restrictions
Limits'
Portfolio Individual Minimum Money Market Rating Maximum Term-to-
Limit Limit Credit Rating? Maturity (on the day
the investment is
made)
F%’g\:ae'rr?nigﬁfa 100% 100% N/A R1(high)
Federal Guarantees 100% 25% N/A R1(high)
Provincial includin .
Provincial Guarante?:—}s 100% 50% AA(low) R1(mid)
20% 10% A(low) R1(mid)
10% 10% BBB(low) R1(mid)
Municipal
City of Hamilton 25% 25% N/A
Other 25% 10% AA(low)
Municipalities o o
and School Boards 15% 5% Allow)
Municipal Totals 30%
Asset-Ba(c:f;ggecurmes 25% 10% A A A R1(high)
Banks* and Credit Union
Schedule | Banks® 50% 10% AA(low) R1(mid)
Schedule | Banks® 20% 5% A(low)® R1(low)
Schedule Il Banks 15% 5% AA(low) R1(high)
Schedule Il Banks 10% 5% A(low)® R1(mid)
Schedule Il Banks 15% 5% AA(low) R1(high)
Schedule Il Banks 10% 5% A(low)® R1(mid)
Total for Banks & Credit 50%
Union with Guarantee °
Negotiable promissory
notes or Commercial o o . 1 year or less from
Paper (other than ABS)*° 15% 5% Ri(high) the date of issue
. 1 year or less from
0, 0, 10
10% 2% Ri(mid) the date of issue
Total Promisgory Notes/ 20%
Commercial Paper
Foreign Clg::;rg)Debt (C$ 25% 10% AA(Iow)
One Investment Program! 15% 10%
Corporate Debt'? 15% 5% A(low) 5 years
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Ontario Infrastructure and

Lands Corporation/ “AA” 15% 5%

Broader Public Sector
Supranationals 30% 10% o

Security — gift in a will; or

non-charitable donation' n/a n/a

Shares of a Corporation' n/a n/a
Forward Rate Agreements n/a 25%71°

Notes:
" Exposure percentage limitations to be applied to the par value of the total portfolio exclusive of the exposure to similar
assets and/or securities held under the investments made in the One Investment Program.

2 Minimum credit rating is met from at least one of the following credit rating agencies: Standard & Poor’s, Fitch Ratings,
Dominion Bond Rating Service Limited or Moody’s Investors Services Inc.

3 Investments in ABS or negotiable promissory notes or commercial paper require, on the date that the investment is made,
that the City of Hamilton itself is rated or all of the City of Hamilton’s long-term debt obligations are rated AA(low) or higher;
OR that such investments be made under One Investment Program.

4Prescribed securities are: deposit receipts, deposit notes, certificates of deposit or investment, acceptances or similar
instruments issued, guaranteed or endorsed by a bank listed in Schedule |, Il or Il to the Bank Act (Canada); and bonds,
debentures, promissory notes or other evidence of indebtedness, issued or guaranteed by a bank listed in Schedule I, 1l or
11 to the Bank Act (Canada).

5 For securities of bonds, debentures, promissory notes or other evidence of indebtedness, issued or guaranteed by a bank
listed in Schedule I, 1l or Ill to the Bank Act (Canada) with a term-to-maturity less than or equal to 2 years on the day the
investment is made, the prescribed minimum credit rating is AA(low).

8 Investments in securities that are deposit receipts, deposit notes, certificates of deposit or investment, acceptances or
similar instruments issued, guaranteed or endorsed by a bank listed in Schedule | to the Bank Act (Canada), expressed or
payable in the currency of the United States of America, are permitted. A maximum portfolio and individual limit of 2%,
within the maximum portfolio and individual limits for Schedule | banks as indicated in the table above, applies. These
investments will also adhere to a minimum credit rating and a minimum money market rating requirement of A(low) and
R1(low) respectively.

" Prescribed securities are deposit receipts, deposit notes, certificates of deposit or investment, acceptances or similar
instruments issued, guaranteed or endorsed by a credit union or central to which the Credit Union and Caisses Populaires
Act, 2020 applies.

8 Unconditional (Irrevocable) Letter of Guarantee issued by the credit union central for the credit union in a form satisfactory
to the City Solicitor and with content acceptable to the City.

® Promissory note or commercial paper has been issued by a corporation that is incorporated under the laws of Canada or a
province of Canada.

© Minimum credit rating must satisfy R1(mid) by Dominion Bond Rating Service Limited, F1+ by Fitch Ratings, Prime-1 by
Moody'’s Investors Services Inc. or A-1+ by Standard and Poor’s.

" One Investment Program is jointly run by CHUMS (a subsidiary of the Municipal Finance Officers’ Association of Ontario)
and Local Authority Services (a corporation of the Association of Municipalities of Ontario).

2Bonds, debentures, promissory notes or other evidence of indebtedness issued by a corporation that is incorporated
under the laws of Canada or a province of Canada

3 Any security if the City acquires the security as a gift in a will or as a donation not made for a charitable purpose. If the
City acquires such a security that is not otherwise prescribed under Part | of O. Reg. 438/97, the City shall create a plan,
including expected timelines, for selling the investment and shall sell the investment in accordance with the plan.

14 Shares of a corporation received if the corporation has a debt payable to municipality, under court order the corporation
has received creditor protection, and in lieu of debt is authorized by the court order and in the opinion of the Treasurer of the
municipality the debt would be uncollectable by the City.

15 FRA with Schedule Il Bank limited to 25% of entire FRA portfolio.
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Appendix B - Municipal Act, 2001, Ontario Regulation 438/97
(Eligible Investments, Related Financial Agreements and Prudent
Investment)

ONTARIO REGULATION 438/97 (formerly under Municipal Act)

ELIGIBLE INVESTMENTS, RELATED FINANCIAL AGREEMENTS AND PRUDENT
INVESTMENT

Last amendment: 106/22

PART |
ELIGIBLE INVESTMENTS AND FORWARD RATE AGREEMENTS

Investment under s. 418 of the Act

1. (1) This Part applies in respect of investments by a municipality under section
418 of the Act. O. Reg. 43/18, s. 2.

(2) A municipality does not have the power to invest under section 418 of the Act
in a security other than a security prescribed under this Part. O. Reg. 43/18, s. 2.

Eligible investments

2. The following are prescribed, for the purposes of subsection 418 (1) of the Act,
as securities that a municipality may invest in:

1. Bonds, debentures, promissory notes or other evidence of indebtedness
issued or guaranteed by,

i.  Canada or a province or territory of Canada,
i. anagency of Canada or a province or territory of Canada,
iii. a country other than Canada,

iv. a municipality in Canada including the municipality making the
investment,

iv.1 the Ontario Infrastructure and Lands Corporation,
v. aschool board or similar entity in Canada,

v.1 auniversity in Ontario that is authorized to engage in an activity
described in section 3 of the Post-secondary Education Choice and
Excellence Act, 2000,

v.2 a college established under the Ontario Colleges of Applied Arts
and Technology Act, 2002,

vi. alocal board as defined in the Municipal Affairs Act (but not
including a school board or a municipality) or a conservation authority
established under the Conservation Authorities Act,
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vi.1 a board of a public hospital within the meaning of the Public
Hospitals Act,

vi.2 a non-profit housing corporation incorporated under section 13 of
the Housing Development Act,

vi.3 alocal housing corporation as defined in section 24 of the Housing
Services Act, 2011, or

vii. the Municipal Finance Authority of British Columbia.

2. Bonds, debentures, promissory notes or other evidence of indebtedness of
a corporation fif,

i the bond, debenture or other evidence of indebtedness is secured
by the assignment, to a trustee, as defined in the Trustee Act, of
payments that Canada or a province or territory of Canada has agreed to
make or is required to make under a federal, provincial or territorial
statute, and

i. the payments referred to in subparagraph i are sufficient to meet
the amounts payable under the bond, debenture or other evidence of
indebtedness, including the amounts payable at maturity.

3. Deposit receipts, deposit notes, certificates of deposit or investment,
acceptances or similar instruments the terms of which provide that the
principal and interest shall be fully repaid no later than two years after the day
the investment was made, if the receipt, note, certificate or instrument was
issued, guaranteed or endorsed by,

i.  abank listed in Schedule I, Il or Il to the Bank Act (Canada),

ii. aloan corporation or trust corporation registered under the Loan
and Trust Corporations Act, or

iii. a credit union or central to which the Credit Unions and Caisses
Populaires Act, 2020 applies.

3.1Deposit receipts, deposit notes, certificates of deposit or investment,
acceptances or similar instruments the terms of which provide that the
principal and interest shall be fully repaid more than two years after the day
the investment was made, if the receipt, note, certificate or instrument was
issued, guaranteed or endorsed by,

i. abank listed in Schedule I, Il or Ill to the Bank Act (Canada), or

ii. aloan corporation or trust corporation registered under the Loan
and Trust Corporations Act.

ii. REVOKED: O. Reg. 43/18, s. 3 (1).

4. Bonds, debentures, promissory notes or other evidence of indebtedness,
the terms of which provide that the principal and interest shall be fully repaid
no later than two years after the day the investment was made if issued or
guaranteed by an institution listed in paragraph 3.1.

4.1Bonds, debentures, promissory notes or other evidence of indebtedness,
the terms of which provide that the principal and interest shall be fully repaid
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more than two years after the day the investment was made if issued or
guaranteed by an institution listed in paragraph 3.1.

4.2Deposit receipts, deposit notes, certificates of deposit or investment,
acceptances or similar instruments, the terms of which provide that the
principal and interest shall be fully repaid more than two years after the day
the investment was made if the receipt, note, certificate or instrument was
issued, guaranteed or endorsed by a credit union or central to which the Credit
Unions and Caisses Populaires Act, 2020 applies.

4.3Bonds, debentures, promissory notes or other evidence of indebtedness
issued or guaranteed by a credit union or central to which the Credit Unions
and Caisses Populaires Act, 2020 applies.

5. Short term securities, the terms of which provide that the principal and
interest shall be fully repaid no later than three days after the day the
investment was made, that are issued by,

i.  auniversity in Ontario that is authorized to engage in an activity
described in section 3 of the Post-secondary Education Choice and
Excellence Act, 2000,

ii. acollege established under the Ontario Colleges of Applied Arts
and Technology Act, 2002, or

iii. aboard of a public hospital within the meaning of the Public
Hospitals Act.

6. Bonds, debentures, promissory notes, other evidence of indebtedness or
other securities issued or guaranteed by the International Bank for
Reconstruction and Development.

6.1. Bonds, debentures, promissory notes or other evidence of
indebtedness issued or guaranteed by a supranational financial institution or a
supranational governmental organization, other than the International Bank for
Reconstruction and Development.

7. Securities that are arrangements for the sale of assets that entitle the
purchaser to an undivided beneficial interest in a pool of assets.

7.1Bonds, debentures, promissory notes or other evidence of indebtedness
issued by a corporation that is incorporated under the laws of Canada or a
province of Canada, the terms of which provide that the principal and interest
shall be fully repaid more than five years after the date on which the
municipality makes the investment.

7.2Bonds, debentures, promissory notes or other evidence of indebtedness
issued by a corporation that is incorporated under the laws of Canada or a
province of Canada, the terms of which provide that the principal and interest
shall be fully repaid more than one year and no later than five years after the
date on which the municipality makes the investment.

8. Negotiable promissory notes or commercial paper, other than securities
referred to in paragraph 7, maturing one year or less from the date of issue, if
that note or commercial paper has been issued by a corporation that is
incorporated under the laws of Canada or a province of Canada.
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8.1Shares issued by a corporation that is incorporated under the laws of
Canada or a province of Canada.

9. Bonds, debentures, promissory notes and other evidences of indebtedness
of a corporation incorporated under section 142 of the Electricity Act, 1998.

10.Any security if the municipality acquires the security as a gift in a will or as
a donation not made for a charitable purpose.

11.REVOKED: O. Reg. 43/18, s. 3 (5).
12.Shares of a corporation if,
i.  the corporation has a debt payable to the municipality,

ii. under a court order, the corporation has received protection from its
creditors,

iii. the acquisition of the shares in lieu of the debt is authorized by the
court order, and

iv. the treasurer of the municipality is of the opinion that the debt will
be uncollectable by the municipality unless the debt is converted to
shares under the court order. O. Reg. 438/97, s. 2; O. Reg. 265/02, s. 1;
0. Reg. 399/02, s. 2; O. Reg. 655/05, s. 2; O. Reg. 607/06, s. 1; O. Reg.
39/07, s. 1; O. Reg. 373/11, s. 1; O. Reg. 74/16, s. 1, 2; O. Reg. 43/18,
s. 3; O. Reg. 106/22, s. 1.

Eligible investments, continued

2.1 A security is prescribed for the purposes of subsection 418 (1) of the Act as a
security that a municipality may invest in fif,

(a) the municipality invested in the security before January 12, 2009; and

(b) the terms of the municipality’s continued investment in the security have
been changed pursuant to the Plan Implementation Order of the Ontario
Superior Court of Justice dated January 12, 2009 (Court file number 08-CL-
7440) and titled “In the matter of the Companies’ Creditors Arrangement Act,
R.S.C. 1985, c. C-36 as amended and in the matter of a plan of compromise
and arrangement involving Metcalfe & Mansfield Alternative Investments I
Corp. et al”. O. Reg. 292/09, s. 1.

Ratings, financial indicators

3. (1) A municipality shall not invest in a security under subparagraph 1 iii, v.1,
v.2, vi.1, vi.2 or vi.3 or paragraph 4 of section 2 unless the bond, debenture, promissory
note or evidence of indebtedness is rated,

(a) REVOKED: O. Reg. 265/02, s. 2 (1).
(b) by Dominion Bond Rating Service Limited as “AA(low)” or higher;
(b.1) by Fitch Ratings as “AA-" or higher;

(c) by Moody’s Investors Services Inc. as “Aa3” or higher; or
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(d) by Standard and Poor’s as “AA-" or higher. O. Reg. 438/97, s. 3 (1);
0. Reg. 265/02, s. 2 (1); O. Reg. 399/02, s. 3 (1); O. Reg. 655/05, s. 3 (1, 2);
0. Reg. 607/06, s. 2; O. Reg. 39/07, s. 2; O. Reg. 43/18, s. 4 (1).

(2) A municipality shall not invest in a security under paragraph 3.1 or 4.1 of
section 2 unless the bond, debenture, promissory note or evidence of indebtedness is
rated,

(a) by Dominion Bond Rating Service Limited as “A(low)” or higher;
(b) by Fitch Ratings as “A-" or higher;

(c) by Moody’s Investors Services Inc. as “A3” or higher; or

(d) by Standard and Poor’s as “A-" or higher. O. Reg. 43/18, s. 4 (2).

(2.0.1) If a municipality’s total investments in securities under subparagraph 3 iii
and paragraph 4.2 of section 2 have, in the opinion of the treasurer, a value in excess of
$250,000, the municipality shall not invest in any additional security under paragraph 4.2
of section 2 unless the credit union or central that issues, guarantees or endorses the
security provides, within 30 days before the day the investment is made,

(a) audited financial statements indicating that the financial indicators
mentioned in subsection (2.0.2) are met by the credit union or central; or

(b) certification in writing that all of the financial indicators mentioned in
subsection (2.0.2) are met by the credit union or central. O. Reg. 43/18, s. 4
(2); O. Reg. 106/22, s. 2 (1).

(2.0.2) For the purposes of subsection (2.0.1), the financial indicators to be met by
the credit union or central are the following:

1. Positive retained earnings in its audited financial statements for its most
recently completed fiscal year.

2. Regulatory capital of at least the percentage of its total assets set out in
subsection (2.0.3) as of the date of the latest audited financial statements,
calculated in accordance with the regulations made under the Credit Unions
and Caisses Populaires Act, 2020.

3. Regulatory capital of at least the percentage of its total risk weighted
assets set out in subsection (2.0.4) as of the date of the latest audited financial
statements, calculated in accordance with the regulations made under the
Credit Unions and Caisses Populaires Act, 2020.

4. Positive net income in its audited financial statements for three of its five
most recently completed fiscal years. O. Reg. 43/18, s. 4 (2); O. Reg. 106/22,
s. 2 (2-4).

(2.0.3) The percentage mentioned in paragraph 2 of subsection (2.0.2) is the
percentage obtained by adding one percent to the minimum percentage set out in
paragraph 1 of subsection 20 (1) of Ontario Regulation 105/22 (General). O. Reg. 43/18,
S. 4 (2); O. Reg. 106/22, s. 2 (5).

(2.0.4) The percentage mentioned in paragraph 3 of subsection (2.0.2) is the
percentage obtained by adding one percent to the minimum percentage set out in
paragraph 2 of subsection 20 (1) of Ontario Regulation 105/22 (General). O. Reg. 43/18,
s. 4 (2); O. Reg. 106/22, s. 2 (6).
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(2.0.5) A municipality shall not invest in securities under paragraph 4.3 of section
2 unless the credit union or central that issues or guarantees the security satisfies the
conditions set out in subsection (2.0.1). O. Reg. 43/18, s. 4 (2); O. Reg. 106/22, s. 2 (7).

(2.1) A municipality shall not invest in a security under paragraph 6.1 of section 2
unless the security is rated,

(a) by Dominion Bond Rating Service Limited as “AAA”;

(b) by Fitch Ratings as “AAA”;

(c) by Moody’s Investors Services Inc. as “Aaa”; or

(d) by Standard and Poor’s as “AAA”. O. Reg. 655/05, s. 3 (4).

(3) A municipality shall not invest in a security under paragraph 7 of section 2 that
matures more than one year from the date of issue unless the security is rated,

(a) by Dominion Bond Rating Service Limited as “AAA”;
(a.1) by Fitch Ratings as “AAA”;
(b) by Moody’s Investors Services Inc. as “Aaa”; or

(c) by Standard and Poor’s as “AAA”. O. Reg. 265/02, s. 2 (2); O. Reg.
399/02, s. 3 (2); O. Reg. 655/05, s. 3 (5); O. Reg. 43/18, s. 4 (3).

(4) A municipality shall not invest in a security under paragraph 7 of section 2 that
matures one year or less from the date of issue unless the security is rated,

(a) by Dominion Bond Rating Service Limited as “R-1(high)”;
(a.1) by Fitch Ratings as “F1+;
(b) by Moody’s Investors Services Inc. as “Prime-1”; or

(c) by Standard and Poor’s as “A-1+". O. Reg. 265/02, s. 2 (2); O. Reg.
399/02, s. 3 (3); O. Reg. 655/05, s. 3 (6); O. Reg. 43/18, s. 4 (4).

(4.1) A municipality shall not invest in a security under paragraph 7.1 or 7.2 of
section 2 unless the security is rated,

(a) by Dominion Bond Rating Service Limited as “A(low)” or higher;

(b) by Fitch Ratings as “A-” or higher;

(c) by Moody’s Investors Services Inc. as “A3” or higher; or

(d) by Standard and Poor’s as “A-” or higher. O. Reg. 43/18, s. 4 (5).
(4.2) REVOKED: O. Reg. 43/18, s. 4 (5).

(5) A municipality shall not invest in a security under paragraph 8 of section 2
unless the promissory note or commercial paper is rated,

(a) by Dominion Bond Rating Service Limited as “R-1(mid)” or higher;
(a.1) by Fitch Ratings as “F1+7;
(b) by Moody’s Investors Services Inc. as “Prime-1”; or

(c) by Standard and Poor’s as “A-1+”. O. Reg. 265/02, s. 2 (2); O. Reg.
399/02, s. 3 (4); O. Reg. 655/05, s. 3 (8).
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(6) If an investment made under subparagraph 1 iii, v.1, v.2, vi.1, vi.2 or vi.3 of
section 2 or paragraph 3.1, 4, 4.1,6.1, 7, 7.1, 7.2 or 8 of section 2 falls below the standard
required by this section, the municipality shall create a plan, including expected timelines,
for selling the investment and shall sell the investment in accordance with the plan. O.
Reg. 43/18, s. 4 (6).

(6.1) Subsection (6) does not apply with respect to an investment made by a
municipality under paragraph 7 of section 2 on a day before the day this subsection
comes into force. O. Reg. 292/09, s. 2 (3).

(6.1.1) If a municipality’s total investments in securities under subparagraph 3 iii
and paragraph 4.2 of section 2 have, in the opinion of the treasurer, a value in excess of
the limit mentioned in subsection (2.0.1) of this section and one of the following
circumstances applies, the municipality shall create a plan, including expected timelines,
for selling investments made under paragraph 4.2 of section 2 in excess of that limit and
shall sell the investments in accordance with the plan:

1. The financial indicators mentioned in subsection (2.0.2) are not met.

2. The credit union or central fails to provide audited financial statements or a
certification as mentioned in subsection (2.0.1). O. Reg. 43/18, s. 4 (7); O.
Reg. 106/22, s. 2 (8).

(6.1.2) For the purposes of determining the value of investments under subsection
(6.1.1), the value of all investments under subparagraph 3 iii of section 2 shall be counted
as part of the total first, followed by the value of all investments made under paragraph 4.2
of section 2. O. Reg. 43/18, s. 4 (7).

(6.1.3) If one of the circumstances in paragraph 1 or 2 of subsection (6.1.1)
applies, the municipality shall create a plan, including expected timelines, for selling
investments made under paragraph 4.3 of section 2 and shall sell the investments in
accordance with the plan. O. Reg. 43/18, s. 4 (7).

(7) A municipality shall not invest in a security under paragraph 9 of section 2
unless, at the time the investment is made and as long as it continues, the investment
ranks, at a minimum, concurrently and equally in respect of payment of principal and
interest with all unsecured debt of the corporation. O. Reg. 265/02, s. 2 (2).

(8) A municipality shall not invest in a security under paragraph 9 of section 2
unless, at the time the investment is made, the total amount of the municipality’s investment
in debt of any corporation incorporated under section 142 of the Electricity Act, 1998 that
would result after the proposed investment is made does not exceed the total amount of
investment in debt, including any interest accrued on such debt, of the municipality in such a
corporation that existed on the day before the day the proposed investment is to be made.
0. Reg. 265/02, s. 2 (2).

(9) Any investment made under paragraph 9 of section 2, including any
refinancing, renewal or replacement thereof, may not be held for longer than a total of 10
years from the date such investment is made. O. Reg. 265/02, s. 2 (2).

(10) Subsections (7), (8) and (9) do not prevent a municipality from holding or
disposing of a security described in paragraph 9 of section 2 issued by a corporation
incorporated under section 142 of the Electricity Act, 1998, if the municipality acquired the
security through a transfer by-law or otherwise under that Act. O. Reg. 655/05, s. 3 (9).
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(11) If a municipality acquires a security under paragraph 10 of section 2 that is
not otherwise prescribed under this Part, the municipality shall create a plan, including
expected timelines, for selling the investment and shall sell the investment in accordance
with the plan. O. Reg. 43/18, s. 4 (8).

(12) REVOKED: O. Reg. 292/09, s. 2 (4).

Investment limit

4. (1) A municipality shall not invest more than 25 per cent of the total amount in
all sinking and retirement funds in respect of debentures of the municipality, as estimated
by its treasurer on the date of the investment, in short-term debt issued or guaranteed by
the municipality. O. Reg. 438/97, s. 4 (1).

(2) In this section,

“short-term debt” means any debt, the terms of which provide that the principal and
interest of the debt shall be fully repaid no later than 364 days after the debt is
incurred. O. Reg. 438/97, s. 4 (2).

Conditions

4.1 (1) A municipality shall not invest in a security under paragraph 7 of section 2
or in a promissory note or commercial paper under paragraph 8 of section 2 unless, on
the date that the investment is made,

(a) the municipality itself is rated, or all of the municipality’s long-term debt
obligations are rated,

(i) by Dominion Bond Rating Service Limited as “AA(low)” or higher,
(i.1) by Fitch Ratings as “AA-” or higher,

(i) by Moody’s Investors Services Inc. as “Aa3” or higher, or

(i) by Standard and Poor’s as “AA-" or higher; or

(b) the municipality has entered into an agreement with the Local Authority
Services and the CHUMS Financing Corporation to act together as the
municipality’s agent for the investment in that security, promissory note or
commercial paper. O. Reg. 265/02, s. 3; O. Reg. 399/02, s. 4; O. Reg. 655/05,
s.4 (1, 2); O. Reg. 43/18,s. 5 (1).

(1.1) A municipality shall not invest in a security under paragraph 7.1 or 8.1 of
section 2 unless, on the date the investment is made, the municipality has entered into an
agreement with the Local Authority Services and the CHUMS Financing Corporation to act
together as the municipality’s agent for the investment in the security. O. Reg. 655/05,

s. 4 (3); O. Reg. 43/18, s. 5 (2).

(1.2) Subsection (1.1) does not apply to investments in securities by the City of
Ottawa if all of the following requirements are satisfied:

1. Only the proceeds of the sale by the City of its securities in a corporation
incorporated under section 142 of the Electricity Act, 1998 are used to make
the investments.
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2. The investments are made in a professionally-managed fund.
3. The terms of the investments provide that,

i. where the investment is in debt instruments, the principal must be
repaid no earlier than seven years after the date on which the City
makes the investment, and

ii. where the investment is in shares, an amount equal to the principal
amount of the investment cannot be withdrawn from the fund for at least
seven years after the date on which the City makes the investment.

4. The City establishes and uses a separate reserve fund for the investments.

5. Subject to paragraph 6, the money in the reserve fund, including any
returns on the investments or proceeds from their disposition, are used to pay
capital costs of the City and for no other purpose.

6. The City may borrow money from the reserve fund but must repay it plus
interest. O. Reg. 655/05, s. 4 (3).

(2) The investment made under clause (1) (b) or described in subsection (1.1), as
the case may be, must be made in the One Investment Program of the Local Authority
Services and the CHUMS Financing Corporation with,

(a) another municipality;
(b) a public hospital;

(c) a university in Ontario that is authorized to engage in an activity described
in section 3 of the Post-secondary Education Choice and Excellence Act,
2000;

(d) a college established under the Ontario Colleges of Applied Arts and
Technology Act, 2002;

(d.1) a foundation established by a college mentioned in clause (d)
whose purposes include receiving and maintaining a fund or funds for the
benefit of the college;

(e) a school board;

(f) any agent of an institution listed in clauses (a) to (e);
(9) Local Authority Services;

(h) CHUMS Financing Corporation;

(i) Association of Municipalities of Ontario; or

(j) Municipal Finance Officers’ Association of Ontario. O. Reg. 265/02, s. 3;
O. Reg. 655/05, s. 4 (4); O. Reg. 607/06, s. 3; O. Reg. 292/09, s. 3; O. Reg.
52/11,s. 1; O. Reg. 74/16, s. 1, 3; O. Reg. 43/18, s. 5 (3-5).

School purposes

5. A municipality shall not invest in a security issued or guaranteed by a school
board or similar entity unless,
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(a) the money raised by issuing the security is to be used for school purposes;
and

(b) REVOKED: O. Reg. 248/01, s. 1.
O. Reg. 438/97, s. 5; O. Reg. 248/01, s. 1.

Canadian dollars

6. (1) Subject to subsection (3), a municipality shall not invest in a security that is
expressed or payable in any currency other than Canadian dollars. O. Reg. 43/18, s. 6 (1).

(2) Subsection (1) does not prevent a municipality from continuing an investment,
made before this Regulation comes into force, that is expressed and payable in the
currency of the United States of America or the United Kingdom. O. Reg. 438/97, s. 6 (2).

(3) Subsection (1) does not apply in respect of securities listed in paragraphs 3,
3.1 and 4.2 of section 2, which may also be expressed or payable in the currency of the
United States of America. O. Reg. 43/18, s. 6 (2).

Statement of policies and goals

7. (1) Before a municipality invests in a security prescribed under this Part, the
council of the municipality shall, if it has not already done so, adopt a statement of the
municipality’s investment policies and goals. O. Reg. 438/97, s. 7; O. Reg. 43/18, s. 7.

(2) In preparing the statement of the municipality’s investment policies and goals
under subsection (1), the council of the municipality shall consider,

(a) the municipality’s risk tolerance and the preservation of its capital;
(b) the municipality’s need for a diversified portfolio of investments; and

(c) obtaining legal advice and financial advice with respect to the proposed
investments. O. Reg. 265/02, s. 4.

(3) REVOKED: O. Reg. 655/05, s. 5.

(4) In preparing the statement of the municipality’s investment policies and goals
under subsection (1) for investments made under paragraph 9 of section 2, the council of
the municipality shall consider its plans for the investment and how the proposed
investment would affect the interest of municipal taxpayers. O. Reg. 265/02, s. 4.

Investment report

8. (1) If a municipality has an investment in a security prescribed under this Part,
the council of the municipality shall require the treasurer of the municipality to prepare and
provide to the council, each year or more frequently as specified by the council, an
investment report. O. Reg. 438/97, s. 8 (1); O. Reg. 43/18, s. 7.

(2) The investment report referred to in subsection (1) shall contain,

(a) a statement about the performance of the portfolio of investments of the
municipality during the period covered by the report;
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(b) a description of the estimated proportion of the total investments of a
municipality that are invested in its own long-term and short-term securities to
the total investment of the municipality and a description of the change, if any,
in that estimated proportion since the previous year’s report;

(c) a statement by the treasurer as to whether or not, in his or her opinion, all
investments are consistent with the investment policies and goals adopted by
the municipality;

(d) a record of the date of each transaction in or disposal of its own securities,
including a statement of the purchase and sale price of each security; and

(e) such other information that the council may require or that, in the opinion of
the treasurer, should be included. O. Reg. 438/97, s. 8 (2); O. Reg. 655/05,
S. 6.

(2.1) The investment report referred to in subsection (1) shall contain a statement
by the treasurer as to whether any of the following investments fall below the standard
required for that investment during the period covered by the report:

1. An investment described in subparagraph 1 iii, v.1, v.2, vi.1, vi.2 or vi.3 of
section 2.

2. An investment described in paragraph 3.1, 4, 4.1,6.1,7, 7.1, 7.2 or 8 of
section 2.

3. Aninvestment described in subsection 9 (1). O. Reg. 292/09, s. 4; O. Reg.
43/18, s. 8 (1).

(2.2) The investment report referred to in subsection (1) shall contain a statement
by the treasurer as to whether any investments under paragraphs 4.2 and 4.3 of section 2
are affected by the circumstances set out in paragraphs 1 and 2 of subsection 3 (6.1.1)
during the period covered by the report. O. Reg. 43/18, s. 8 (2).

(3) Upon disposition of any investment made under paragraph 9 of section 2, the
council of the municipality shall require the treasurer of the municipality to prepare and
provide to the council a report detailing the proposed use of funds realized in the
disposition. O. Reg. 265/02, s. 5.

Inconsistencies, treasurer’s duty

8.1 If an investment made by the municipality is, in the treasurer’s opinion, not
consistent with the investment policies and goals adopted by the municipality, the
treasurer shall report the inconsistency to the council of the municipality within 30 days
after becoming aware of it. O. Reg. 655/05, s. 7.

Investments pre March 6, 1997

9. (1) Despite this Part, an investment by a municipality in bonds, debentures or
other indebtedness of a corporation made before March 6, 1997 may be continued if the
bond, debenture or other indebtedness is rated,

(a) REVOKED: O. Reg. 265/02, s. 6.
(b) by Dominion Bond Rating Service Limited as “AA(low)” or higher;
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(b.1) by Fitch Ratings as “AA-" or higher;
(c) by Moody’s Investors Services Inc. as “Aa3” or higher; or

(d) by Standard and Poor’s as “AA-" or higher. O. Reg. 438/97, s. 9 (1);
0. Reg. 265/02, s. 6; O. Reg. 399/02, s. 5; O. Reg. 655/05, s. 8; O. Reg.
43/18,s. 7.

(1.1) ReVOKED: O. Reg. 43/18, s. 9 (1).

(2) If the rating of an investment continued under subsection (1) falls below the
standard required by that subsection, the municipality shall create a plan, including
expected timelines, for selling the investment and shall sell the investment in accordance
with the plan. O. Reg. 43/18, s. 9 (2).

FORWARD RATE AGREEMENTS

Forward rate agreements

10. (1) A municipality that enters into an agreement to make an investment on a
future date in a security prescribed by section 2 may enter one or more forward rate
agreements with a bank listed in Schedule I, Il or Il to the Bank Act (Canada) in order to
minimize the cost or risk associated with the investment because of fluctuations in interest
rates. O. Reg. 655/05, s. 9.

(2) A forward rate agreement shall provide for the following matters:

1. Specifying a forward amount, which is the principal amount of the
investment or that portion of the principal amount to which the agreement
relates.

2. Specifying a settlement day, which is a specified future date.

3. Specifying a forward rate of interest, which is a notional rate of interest
applicable on the settlement day.

4. Specifying a reference rate of interest, which is the market rate of interest
payable on a specified future date on an acceptance issued by a bank listed in
Schedule I, 1l or lll to the Bank Act (Canada).

5. Requiring a settlement payment to be payable on the settlement day if the
forward rate and the reference rate of interest are different. O. Reg. 655/05,
s. 9.

(3) A municipality shall not enter a forward rate agreement if the forward amount
described in paragraph 1 of subsection (2) for the investment whose cost or risk the
agreement is intended to minimize, when added to all forward amounts under other
forward rate agreements, if any, relating to the same investment, would exceed the total
amount of the principal of the investment. O. Reg. 655/05, s. 9.

(4) A municipality shall not enter a forward rate agreement unless the settlement
day under the agreement is within 12 months of the day on which the agreement is
executed. O. Reg. 655/05, s. 9.

(5) A municipality shall not enter a forward rate agreement if the settlement
payment described in paragraph 5 of subsection (2) exceeds the difference between the
amount of interest that would be payable on the forward amount calculated at the forward
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rate of interest for the period for which the investment was made and the amount that
would be payable calculated at the reference rate of interest. O. Reg. 655/05, s. 9.

(6) A municipality shall not enter a forward rate agreement except with a bank
listed in Schedule I, Il or lll to the Bank Act (Canada) and only if the bank’s long-term debt
obligations on the day the agreement is entered are rated,

(a) by Dominion Bond Rating Service Limited as “A(high)” or higher;
(b) by Fitch Ratings as “A+” or higher;

(c) by Moody’s Investors Service Inc. as “A1” or higher; or

(d) by Standard and Poor’s as “A+” or higher. O. Reg. 655/05, s. 9.

Statement of policies and goals

11. (1) Before a municipality passes a by-law authorizing a forward rate
agreement, the council of the municipality shall adopt a statement of policies and goals
relating to the use of forward rate agreements. O. Reg. 655/05, s. 9.

(2) The council of the municipality shall consider the following matters when
preparing the statement of policies and goals:

1. The types of investments for which forward rate agreements are
appropriate.

2. The fixed costs and estimated costs to the municipality resulting from the
use of such agreements.

3. A detailed estimate of the expected results of using such agreements.

4. The financial and other risks to the municipality that would exist with, and
without, the use of such agreements.

5. Risk control measures relating to such agreements, such as,

i.  credit exposure limits based on credit ratings and on the degree of
regulatory oversight and the regulatory capital of the other party to the
agreement,

ii. standard agreements, and

iii. ongoing monitoring with respect to the agreements. O. Reg.
655/05, s. 9.

Report to council

12. (1) If a municipality has any subsisting forward rate agreements in a fiscal
year, the treasurer of the municipality shall prepare and present to the municipal council
once in that fiscal year, or more frequently if the council so desires, a detailed report on all
of those agreements. O. Reg. 655/05, s. 9.

(2) The report must contain the following information and documents:

1. A statement about the status of the forward rate agreements during the
period of the report, including a comparison of the expected and actual results
of using the agreements.
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2. A statement by the treasurer indicating whether, in his or her opinion, all of
the forward rate agreements entered during the period of the report are
consistent with the municipality’s statement of policies and goals relating to the
use of forward rate agreements.

3. Such other information as the council may require.

4. Such other information as the treasurer considers appropriate to include in
the report. O. Reg. 655/05, s. 9.

PART II
PRUDENT INVESTMENT

Definitions

13. In this Part,

“Investment Board” means a municipal service board that is established under section 196
of the Act by a municipality for the purposes of this Part and includes, for the purposes of
paragraph 3 of section 15, subsection 17 (3) and sections 21 and 23, the Toronto
Investment Board; (“commission des placements”)

“Joint Investment Board” means a municipal service board that is established under section
202 of the Act by two or more municipalities for the purposes of this Part; (“commission
mixte des placements”)

“Toronto Investment Board” means the board of the City of Toronto described in subsection
46 (2) of Ontario Regulation 610/06 (Financial Activities) made under the City of Toronto
Act, 2006. (“Commission des placements de Toronto”) O. Reg. 43/18, s. 10.

Application

14. This Part applies in respect of investments by a municipality under section
418.1 of the Act. O. Reg. 43/18, s. 10.

Requirements under s. 418.1 (3) of the Act

15. A municipality must satisfy one of the following requirements on the day
referred to in subsection 418.1 (3) of the Act in order to pass a by-law for the purposes of
that subsection:

1. The municipality must have, in the opinion of its treasurer, at least,

i $100,000,000 in money and investments that it does not require
immediately, or

ii. $50,000,000 in net financial assets, as indicated in Schedule 70 of
the most recent Financial Information Return supplied to the Ministry of
Municipal Affairs by the municipality under the Act and posted on the
Ministry’s website on the day the municipality passes the by-law under
subsection 418.1 (2) of the Act.

2. The municipality must have entered into an agreement to establish and
invest through a Joint Investment Board with one or more other municipalities,
and all of the municipalities must have, in the opinion of each of their
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treasurers, a combined total of at least $100,000,000 in money and
investments that the municipalities do not require immediately.

3. The municipality must have entered into an agreement with the following
parties to invest through an Investment Board or a Joint Investment Board that
was established by another municipality or municipalities before the day the
municipality passes the by-law:

i The Investment Board or Joint Investment Board, as the case may
be.

ii.  Any other municipalities investing through the Investment Board or
Joint Investment Board on the day the municipality passes the by-law. O.
Reg. 43/18, s. 10.

Limitation, school board securities

16. A municipality shall not invest money in a security issued or guaranteed by a
school board or similar entity in Canada unless the money raised by issuing the security is
to be used for school purposes. O. Reg. 43/18, s. 10.

Investments only through Investment Board or Joint Investment Board

17. (1) A municipality that satisfies the requirement set out in paragraph 1 of
section 15 may invest money only by having an Investment Board that meets the following
criteria do so on its behalf:

1. The Investment Board has been established by the municipality.

2. The Investment Board has been given the control and management of the
municipality’s investments by the municipality delegating to the Investment
Board,

i.  the municipality’s powers to make the investments, and

ii. the municipality’s duties under section 418.1 of the Act. O. Reg.
43/18, s. 10.

(2) A municipality that satisfies the requirement set out in paragraph 2 of section
15 may invest money only by having a Joint Investment Board that satisfies the following
criteria do so on its behalf:

1. The Joint Investment Board is the subject of an agreement referred to in
paragraph 2 of section 15.

2. The Joint Investment Board has been given the control and management
of the municipality’s investments, together with that of all the other
municipalities that are party to the agreement referred to under paragraph 2 of
section 15, by each municipality delegating to the Joint Investment Board,

i.  the municipality’s powers to make the investments, and

ii. the municipality’s duties under section 418.1 of the Act. O. Reg.
43/18, s. 10.
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(3) A municipality that satisfies the requirement under paragraph 3 of section 15
may invest money only by having an Investment Board or Joint Investment Board, as the
case may be, that satisfies the following criteria do so on its behalf:

1. The Investment Board or Joint Investment Board is the subject of an
agreement referred to in paragraph 3 of section 15.

2. The Investment Board or Joint Investment Board has been given the
control and management of the municipality’s investments by the municipality
delegating to the Investment Board or Joint Investment Board,

i.  the municipality’s powers to make the investments, and

ii.  the municipality’s duties under section 418.1 of the Act. O. Reg.
43/18, s. 10.

(4) The following persons may not be appointed as members of the Investment
Board or Joint Investment Board:

1. An officer or employee of any municipality for which it invests.

2. A member of council of any municipality for which it invests. O. Reg. 43/18,
s. 10.

(5) Subsection (4) does not apply to any treasurer of a municipality for which the
board invests provided that treasurers do not make up more than one quarter of the
members. O. Reg. 43/18, s. 10; CTR 12 AU 22 - 1.

Investment policy

18. (1) The council of a municipality shall adopt and maintain an investment
policy in relation to investing under this Part. O. Reg. 43/18, s. 10.

(2) The investment policy shall include requirements with respect to the following:
1. The municipality’s objectives for return on investment and risk tolerance.

2. The municipality’s need for liquidity including, for greater certainty, the
municipality’s anticipated needs for funds for planned projects and the
municipality’s needs to have funds available for unanticipated contingencies.
O. Reg. 43/18, s. 10.

(3) The investment policy may include other requirements with respect to
investment matters that council considers to be in the interests of the municipality. O. Reg.
43/18, s. 10.

(4) Atleast annually, the council shall review the investment policy and update it,
as necessary, as a result of the review. O. Reg. 43/18, s. 10.

Investment plan

19. (1) An Investment Board or Joint Investment Board shall adopt and maintain
an investment plan in respect of all municipalities that have delegated to it,

(a) the municipality’s powers to make investments; and
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(b) the municipality’s duties under section 418.1 of the Act. O. Reg. 43/18, s.
10.

(2) The investment plan shall deal with how the Investment Board or Joint
Investment Board will invest each municipality’s money and set out the Board’s
projections of the proportions of each municipality’s portfolio of investments to be invested
at the end of the year in each type of security selected by the Investment Board or Joint
Investment Board and may include other requirements. O. Reg. 43/18, s. 10.

(3) At least annually, following each council’s review of the investment policy
under subsection 18 (4), the Investment Board or Joint Investment Board shall review the
investment plan and update it, as necessary, as a result of the reviews. O. Reg. 43/18, s.
10.

Investment report

20. (1) An Investment Board or Joint Investment Board shall prepare and provide
to the council of each municipality referred to in subsection 19 (1), each year or more
frequently as specified by the council, an investment report. O. Reg. 43/18, s. 10.

(2) The investment report shall contain,

(a) a statement about the performance of the municipality’s portfolio of
investments during the period covered by the report;

(b) a statement by the treasurer of the municipality as to whether or not, in the
opinion of the treasurer, all investments are consistent with the municipality’s
investment policy under section 18 and the investment plan for the municipality
under section 19; and

(c) such other information that the council may require or that, in the opinion of
the treasurer, should be included. O. Reg. 43/18, s. 10.

Inconsistencies, treasurer’s duty

21. If an investment made by an Investment Board or a Joint Investment Board is,
in the opinion of the municipality’s treasurer, not consistent with the municipality’s
investment policy under section 18 and the investment plan for the municipality under
section 19 of this Regulation or section 48.1 of Ontario Regulation 610/06 (Financial
Activities) made under the City of Toronto Act, 2006, as the case may be, the treasurer
shall report the inconsistency to the council within 30 days after becoming aware of it. O.
Reg. 43/18, s. 10.

Agents of the Investment Board

22. (1) Subject to subsections (2) and (3), an Investment Board or Joint
Investment Board may authorize an agent to exercise any of the board’s functions to the
same extent that a prudent investor, acting in accordance with ordinary investment
practice, would authorize an agent to exercise any investment function. O. Reg. 43/18, s.
10.
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(2) An Investment Board or Joint Investment Board may not authorize an agent
under subsection (1) unless a written agreement between the board and the agent is in
effect and the agreement includes,

(a) a requirement that the agent comply with the requirements included in the
investment policy or policies under section 18 and with the investment plan
under section 19; and

(b) a requirement that the agent report to the board at regular stated intervals.
O. Reg. 43/18, s. 10.

(3) An Investment Board or Joint Investment Board shall exercise prudence in
selecting an agent, in establishing the terms of the agent’s authority and in monitoring the
agent’s performance to ensure compliance with those terms. O. Reg. 43/18, s. 10.

(4) For the purpose of subsection (3), prudence in monitoring an agent’s
performance includes,

(a) reviewing the agent’s reports;

(b) regularly reviewing the agreement between the Investment Board or Joint
Investment Board and the agent and how it is being put into effect, including
assessing whether the requirement described in clause (2) (a) is being
complied with;

(c) considering whether directions should be provided to the agent or whether
the agent’s appointment should be revoked; and

(d) providing directions to the agent or revoking the appointment if the
Investment Board or Joint Investment Board considers it appropriate to do so.
0. Reg. 43/18, s. 10.

(5) This section does not prevent the investment, by the Investment Board or Joint
Investment Board, in mutual funds, pooled funds or segregated funds under variable
insurance contracts, and the manager of such a fund is not an agent for the purpose of
this section. O. Reg. 43/18, s. 10.

Withdrawal from investment arrangement

23. A municipality may withdraw from investing through an Investment Board or
Joint Investment Board that the municipality has not established if all of the following
conditions are met:

1. All the municipalities investing through the board agree to the withdrawal.
2. The municipality has done one of the following:

i.  Entered into an agreement with another municipality that has
established an Investment Board, that Investment Board and any other
municipalities investing through that Investment Board, to invest through
that Investment Board.

i. Entered into an agreement with the municipalities that have
established a Joint Investment Board, that Joint Investment Board and
any other municipalities investing through that Joint Investment Board, to
invest through that Joint Investment Board.
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iii. Established an Investment Board on its own or established a Joint
Investment Board with one or more other municipalities.

3. The municipality has given the Investment Board or Joint Investment Board
through which it will be investing the control and management of the
municipality’s investments by delegating to the board,

i.  the municipality’s powers to make the investments, and

ii. the municipality’s duties under section 418.1 of the Act. O. Reg.
43/18, s. 10.

Application of Part, withdrawal or dissolution

24. (1) This section applies if a municipality establishes an Investment Board or a
Joint Investment Board,

(a) in order to meet the condition set out in subparagraph 2 iii of section 23
with respect to withdrawing from investing; or

(b) in order to meet a condition set out in Ontario Regulation 42/18 (Dissolution
of and Prescribed Changes to Investment Board or Joint Investment Board)
made under the Act. O. Reg. 43/18, s. 10.

(2) The municipality must satisfy the requirement set out in paragraph 1 or 2 of
section 15 at the time of establishing the board and the reference in subparagraph 1 ii of
section 15 to “the day the municipality passes the by-law under subsection 418.1 (2) of
the Act” is deemed for the purposes of this section to be a reference to “the day the
Investment Board is established”. O. Reg. 43/18, s. 10.

(3) Subsections 17 (1) and (2) apply to the municipality. O. Reg. 43/18, s. 10.

(4) Sections 16 and 18 to 22 apply with respect to the investment of money by the
Investment Board or Joint Investment Board. O. Reg. 43/18, s. 10.

Transitional matters, what may be done in advance

25. For greater certainty, before a municipality passes a by-law under subsection
418.1 (2) of the Act and before the effective date of the by-law,

(a) the municipality may establish an Investment Board or Joint Investment
Board and appoint the members;

(b) the municipality may enter into an agreement described in paragraph 2 or 3
of section 15;

(c) the municipality may adopt an investment policy under section 18;

(d) an Investment Board or Joint Investment Board may adopt an investment
plan under section 19; and

(e) an Investment Board or Joint Investment Board may authorize an agent
under section 22. O. Reg. 43/18, s. 10.
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Transitional matters, s. 418.1 of the Act

26. (1) No municipality shall pass a by-law under subsection 418.1 (2) of the Act
until January 1, 2019. O. Reg. 43/18, s. 10.

(2) Despite the passing of a by-law by a municipality under subsection 418.1 (2) of
the Act,

(a) section 8 of this Regulation continues to apply to the municipality for the
purposes of reporting in respect of any period up to and including the effective
date of the by-law; and

(b) section 20 of this Regulation applies to an Investment Board or Joint
Investment Board for the purposes of reporting in respect of any period
following the effective date of the by-law. O. Reg. 43/18, s. 10.

(3) Despite the passing of a by-law by a municipality under subsection 418.1 (2) of
the Act,

(a) section 8.1 of this Regulation continues to apply with respect to
investments made on or before the effective date of the by-law; and

(b) section 21 of this Regulation applies with respect to investments made
following the effective date of the by-law. O. Reg. 43/18, s. 10.

(4) Despite the passing of a by-law by a municipality under subsection 418.1 (2) of
the Act, reports shall be made by the treasurer under subsection 12 (1) of this Regulation
until reports have been made covering the periods up to and including the period ending
on the effective date of the by-law. O. Reg. 43/18, s. 10.

Appendix C - Trustee Act (Investment Provisions)

R.S.0. 1990, ¢c. T.23

Amended by: 1992, c. 32, s. 27; 1993, c. 27, Sched.; 1994, c. 27, s. 43 (2); 1998, c. 18,
Sched. B, s. 16; 2000, c. 26, Sched. A, s. 15; 2001, c. 9, Sched. B, s. 13; 2002, c. 24, Sched.
B, s. 47; 2005, c. 5, s. 71; 2006, c. 19, Sched. B, s. 23.

Definitions
1. In this Act,

“assign” means the execution and performance by a person of every necessary or
suitable deed or act for assigning, surrendering, or otherwise transferring land of
which such person is possessed, either for the whole estate of the person so
possessed or for any less estate, and “assignment” has a corresponding meaning;

(“céder”, “cession”)

“contingent right” as applied to land includes a contingent and executory interest, and a
possibility coupled with an interest, whether the object of the gift or limitation of such
interest or possibility is or is not ascertained, and also a right of entry whether
immediate or future, vested or contingent; (“droit éventuel”)
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“convey” applied to a person means the execution and delivery by such person of every
necessary or suitable assurance for conveying or disposing to another land whereof
such person is seized, or wherein the person is entitled to a contingent right, either
for the whole estate or for any less estate, together with the performance of all
formalities required by law to the validity of such conveyance, and “conveyance” has
a corresponding meaning; (“transporter”, “transport

“devisee” includes the heir of a devisee, and the devisee of an heir, and any

person who may claim right by devolution of title of a similar description; (“légataire
immobilier”)

“‘instrument” includes a deed, a will and a written document and an Act of the Legislature,
but not a judgment or order of a court; (“acte”)

“land” includes messuages, and all other hereditaments, whether corporeal or incorporeal,
chattels and other personal property transmissible to heirs, money to be laid out in
the purchase of land, and any share of the same hereditaments and properties, or
any of them, and any estate of inheritance, or estate for any life or lives, or other
estate transmissible to heirs, and any possibility, right or title of entry or action, and
any other interest capable of being inherited, whether the same estates,
possibilities, rights, titles and interests, or any of them, are in possession, reversion,
remainder or contingency; (“bien-fonds”)

“mortgage” is applicable to every estate, interest or property, in land or personal estate,
that is merely a security for money, and “mortgagee” has a corresponding meaning
and includes every person deriving title under the original mortgagee;
(“hypothéque”, “créancier hypothécaire”)

“personal estate” includes leasehold estates and other chattels real, and also money,
shares of government and other funds, securities for money (not being real estate),
debts, choses in action, rights, credits, goods, and all other property, except real
estate, which by law devolves upon the executor or administrator, and any share or

interest therein; (“biens meubles”)

“personal representative” means an executor, an administrator, and an administrator with
the will annexed; (“représentant successoral”)

“possessed” is applicable to any vested estate less than a life estate, legal or equitable, in
possession or in expectancy, in any land; (“possession”)

“securities” includes stocks, funds and shares; (“valeurs mobiliéres”)

“seized” is applicable to any vested interest for life, or of a greater description, and
extends to estates, legal and equitable, in possession, or in futurity, in any land;
(“saisi”)

“stock” includes fully paid-up shares, and any fund, annuity, or security transferable in
books kept by any incorporated bank, company or society, or by instrument of
transfer, either alone or accompanied by other formalities, and any share or interest
therein; (“action”)
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“transfer”, in relation to stock, includes the performance and execution of every deed,
power of attorney, act or thing, on the part of the transferor to effect and complete
the title in the transferee; (“transfert”)

“trust” does not mean the duties incident to an estate conveyed by way of mortgage but,
with this exception, includes implied and constructive trusts and cases where the
trustee has some beneficial estate or interest in the subject of the trust, and extends
to and includes the duties incident to the office of personal representative of a
deceased person, and “trustee” has a corresponding meaning and includes a

trustee however appointed and several joint trustees; (“fiducie”, “fiduciaire”)

“will” includes,
(a) a testament,
(b) a codicil,
(c) an appointment by will or by writing in the nature of a will in exercise of a
power, and
(d) any other testamentary disposition. (“testament”) R.S.0. 1990, c. T.23, s. 1;
2006, c. 19, Sched. B, s. 23.

INVESTMENTS
Investments authorized by other Acts or regulations

26. If a provision of another Act or the regulations under another Act authorizes
money or other property to be invested in property in which a trustee is authorized to invest
and the provision came into force before section 16 of Schedule B of the Red Tape
Reduction Act, 1998, the provision shall be deemed to authorize investment in the property
in which a trustee could invest immediately before the coming into force of section 16 of
Schedule B of the Red Tape Reduction Act, 1998. 1998, c. 18, Sched. B, s. 16 (1).

Investment standards

27. (1) In investing trust property, a trustee must exercise the care, skill, diligence
and judgment that a prudent investor would exercise in making investments. 1998, c. 18,
Sched. B, s.16 (1).

Authorized investments
(2) A trustee may invest trust property in any form of property in which a prudent
investor might invest. 1998, c. 18, Sched. B, s. 16 (1).

Mutual, pooled and segregated funds

(3) Any rule of law that prohibits a trustee from delegating powers or duties does not
prevent the trustee from investing in mutual funds, pooled funds or segregated funds under
variable insurance contracts, and sections 27.1 and 27.2 do not apply to the purchase of
such funds. 2001, c. 9, Sched. B, s. 13 (2).

Common trust funds

(4) If trust property is held by co-trustees and one of the co-trustees is a trust
corporation as defined in the Loan and Trust Corporations Act, any rule of law that prohibits
a trustee from delegating powers or duties does not prevent the co-trustees from investing
in a common trust fund, as defined in that Act, that is maintained by the trust corporation
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and sections 27.1 and 27.2 do not apply. 1998, c. 18, Sched. B, s. 16 (1); 2001, c. 9, Sched.
B, s. 13 (3).

Criteria
(5) A trustee must consider the following criteria in planning the investment of trust
property, in addition to any others that are relevant to the circumstances:

1. General economic conditions.

2. The possible effect of inflation or deflation.

3. The expected tax consequences of investment decisions or strategies.

4. The role that each investment or course of action plays within the overall
trust portfolio.

5. The expected total return from income and the appreciation of capital.

6. Needs for liquidity, regularity of income and preservation or appreciation of
capital.

7. An asset’s special relationship or special value, if any, to the purposes of the

trust or to one or more of the beneficiaries. 1998, c. 18, Sched. B, s. 16 (1).

Diversification
(6) A trustee must diversify the investment of trust property to an extent that is
appropriate to,
(a) the requirements of the trust; and
(b) general economic and investment market conditions. 1998, c. 18, Sched. B,
s. 16 (1).

Investment advice
(7) A trustee may obtain advice in relation to the investment of trust property. 1998,
c. 18, Sched. B, s. 16 (1).

Reliance on advice

(8) It is not a breach of trust for a trustee to rely on advice obtained under subsection
(7) if a prudent investor would rely on the advice under comparable circumstances. 1998,
c. 18, Sched. B, s. 16 (1).

Terms of trust
(9) This section and section 27.1 do not authorize or require a trustee to act in a
manner that is inconsistent with the terms of the trust. 2001, c. 9, Sched. B, s. 13 (4).

Same

(10) For the purposes of subsection (9), the constating documents of a corporation
that is deemed to be a trustee under subsection 1 (2) of the Charities Accounting Act form
part of the terms of the trust. 2001, c. 9, Sched. B, s. 13 (4).

Trustee may delegate functions to agent

27.1 (1) Subject to subsections (2) to (5), a trustee may authorize an agent to
exercise any of the trustee’s functions relating to investment of trust property to the same
extent that a prudent investor, acting in accordance with ordinary investment practice, would
authorize an agent to exercise any investment function. 2001, c. 9, Sched. B, s. 13 (5).
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Investment plan or strategy

(2) A trustee may not authorize an agent to exercise functions on the trustee’s behalf
unless the trustee has prepared a written plan or strategy that,

(a) complies with section 28; and

(b) is intended to ensure that the functions will be exercised in the best interests of
the beneficiaries of the trust. 2001, c. 9, Sched. B, s. 13 (5).

Agreement

(3) A trustee may not authorize an agent to exercise functions on the trustee’s behalf
unless a written agreement between the trustee and the agent is in effect and includes,

(a) a requirement that the agent comply with the plan or strategy in place from time
to time; and

(b) a requirement that the agent report to the trustee at regular stated intervals.
2001, c. 9, Sched. B, s. 13 (5).

Trustee’s duty

(4) A trustee is required to exercise prudence in selecting an agent, in establishing
the terms of the agent’s authority and in monitoring the agent’s performance to ensure
compliance with those terms. 2001, c. 9, Sched. B, s. 13 (5).

Same
(5) For the purpose of subsection (4),
(a) prudence in selecting an agent includes compliance with any regulation made
under section 30; and
(b) prudence in monitoring an agent’s performance includes,
(i) reviewing the agent’s reports.

(i) regularly reviewing the agreement between the trustee and the agent
and how it is being put into effect, including considering whether the plan or strategy of
investment should be revised or replaced, replacing the plan or strategy if the trustee
considers it appropriate to do so, and assessing whether the plan or strategy is being
complied with,

(iii) considering whether directions should be provided to the agent or
whether the agent’s appointment should be revoked, and

(iv) providing directions to the agent or revoking the appointment if the
trustee considers it appropriate to do so. 2001, c. 9, Sched. B, s. 13 (5).

Duty of agent
27.2 (1) An agent who is authorized to exercise a trustee’s functions relating to
investment of trust property has a duty to do so,

(a) with the standard of care expected of a person carrying on the business of
investing the money of others;

(b) in accordance with the agreement between the trustee and the agent; and

(c) in accordance with the plan or strategy of investment. 2001, c. 9, Sched. B, s. 13

(5).
No further delegation
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(2) An agent who is authorized to exercise a trustee’s functions relating to
investment of trust property shall not delegate that authority to another person. 2001, c. 9,
Sched. B, s. 13 (5).

Proceeding against agent

(3) If an agent is authorized to exercise a trustee’s functions relating to investment
of trust property and the trust suffers a loss because of the agent’s breach of the duty owed
under subsection (1) or (2), a proceeding against the agent may be commenced by,

(a) the trustee; or

(b) a beneficiary, if the trustee does not commence a proceeding within a reasonable
time after acquiring knowledge of the breach. 2001, c. 9, Sched. B, s. 13 (5).

Protection from liability

28. A trustee is not liable for a loss to the trust arising from the investment of trust
property if the conduct of the trustee that led to the loss conformed to a plan or strategy for
the investment of the trust property, comprising reasonable assessments of risk and return,
that a prudent investor could adopt under comparable circumstances. 1998, c. 18, Sched.
B, s. 16 (1).

Assessment of damages

29. If a trustee is liable for a loss to the trust arising from the investment of trust
property, a court assessing the damages payable by the trustee may take into account the
overall performance of the investments. 1998, c. 18, Sched. B, s. 16 (1).

Regulations, agents

30. The Attorney General may make regulations governing or restricting the
classes of persons or the qualifications of persons who are eligible to be agents under
section 27.1 and establishing conditions for eligibility. 2001, c. 9, Sched. B, s. 13 (6).

Application, ss. 27-30

31. Sections 27 to 30 apply to a trust whether it is created before or after the date
section 13 of Schedule B to the Government Efficiency Act, 2001 comes into force. 2001,
c. 9, Sched. B, s. 13 (6).

32. Repealed: 1998, c. 18, Sched. B, s. 16 (1).

33. Repealed: 1998, c. 18, Sched. B, s. 16 (1).

34. Repealed: 1998, c. 18, Sched. B, s. 16 (1).
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Appendix D - CFA Institute Code of Ethics and Standards
of Professional Conduct

Preamble

The CFA Institute Code of Ethics and Standards of Professional Conduct are fundamental
to the values of CFA Institute and essential to achieving its mission to lead the investment
profession globally by promoting the highest standards of ethics, education, and
professional excellence for the ultimate benefit of society. High ethical standards are
critical to maintaining the public’s trust in financial markets and in the investment
profession. Since their creation in the 1960s, the Code and Standards have promoted the
integrity of CFA Institute members and served as a model for measuring the ethics of
investment professionals globally, regardless of job function, cultural differences, or local
laws and regulations. All CFA Institute members (including holders of the Chartered
Financial Analyst [CFA] designation) and CFA candidates have the personal responsibility
to embrace and uphold the provisions of the Code and Standards and are encouraged to
notify their employer of this responsibility. Violations may result in disciplinary sanctions by
CFA Institute. Sanctions can include revocation of membership, revocation of candidacy
in the CFA Program, and revocation of the right to use the CFA designation.

The Code of Ethics

Members of CFA Institute (including CFA charterholders) and candidates for the CFA
designation (“Members and Candidates”) must:

e Act with integrity, competence, diligence, and respect and in an ethical manner
with the public, clients, prospective clients, employers, employees, colleagues in
the investment profession, and other participants in the global capital markets.

e Place the integrity of the investment profession and the interests of clients above
their own personal interests.

e Use reasonable care and exercise independent professional judgment when
conducting investment analysis, making investment recommendations, taking
investment actions, and engaging in other professional activities.

e Practice and encourage others to practice in a professional and ethical manner
that will reflect credit on themselves and the profession.

o Promote the integrity and viability of the global capital markets for the ultimate
benefit of society.

¢ Maintain and improve their professional competence and strive to maintain and
improve the competence of other investment professionals.
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Standards of Professional Conduct
|. PROFESSIONALISM

A. Knowledge of the Law: Members and Candidates must understand and comply with
all applicable laws, rules, and regulations (including the CFA Institute Code of Ethics and
Standards of Professional Conduct) of any government, regulatory organization, licensing
agency, or professional association governing their professional activities. In the event of
conflict, Members and Candidates must comply with the more strict law, rule, or
regulation. Members and Candidates must not knowingly participate or assist in and must
dissociate from any violation of such laws, rules, or regulations.

B. Independence and Objectivity: Members and Candidates must use reasonable care
and judgment to achieve and maintain independence and objectivity in their professional
activities. Members and Candidates must not offer, solicit, or accept any gift, benefit,
compensation, or consideration that reasonably could be expected to compromise their
own or another’s independence and objectivity.

C. Misrepresentation: Members and Candidates must not knowingly make any
misrepresentations relating to investment analysis, recommendations, actions, or other
professional activities.

D. Misconduct: Members and Candidates must not engage in any professional conduct
involving dishonesty, fraud, or deceit or commit any act that reflects adversely on their
professional reputation, integrity, or competence.

Il. INTEGRITY OF CAPITAL MARKETS

A. Material Nonpublic Information: Members and Candidates who possess material
nonpublic information that could affect the value of an investment must not act or cause
others to act on the information.

B. Market Manipulation: Members and Candidates must not engage in practices that
distort prices or artificially inflate trading volume with the intent to mislead market
participants.

lll. DUTIES TO CLIENTS

A. Loyalty, Prudence, and Care: Members and Candidates have a duty of loyalty to their
clients and must act with reasonable care and exercise prudent judgment. Members and
Candidates must act for the benefit of their clients and place their clients’ interests before
their employer’s or their own interests.

B. Fair Dealing: Members and Candidates must deal fairly and objectively with all clients
when providing investment analysis, making investment recommendations, taking
investment action, or engaging in other professional activities.
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C. Suitability
1. When Members and Candidates are in an advisory relationship with a client, they
must:

a) Make a reasonable inquiry into a client’s or prospective client’s investment
experience, risk and return objectives, and financial constraints prior to making any
investment recommendation or taking investment action and must reassess and
update this information regularly.

b) Determine that an investment is suitable to the client’s financial situation and
consistent with the client’s written objectives, mandates, and constraints before
making an investment recommendation or taking investment action.

c) Judge the suitability of investments in the context of the client’s total portfolio.

2. When Members and Candidates are responsible for managing a portfolio to a specific
mandate, strategy, or style, they must make only investment recommendations or take
only investment actions that are consistent with the stated objectives and constraints
of the portfolio.

D. Performance Presentation: When communicating investment performance
information, Members and Candidates must make reasonable efforts to ensure that it is
fair, accurate, and complete.

E. Preservation of Confidentiality: Members and Candidates must keep information
about current, former, and prospective clients confidential unless:
1. The information concerns illegal activities on the part of the client or prospective client,

2. Disclosure is required by law, or
3. The client or prospective client permits disclosure of the information.

IV. DUTIES TO EMPLOYERS

A. Loyalty: In matters related to their employment, Members and Candidates must act for
the benefit of their employer and not deprive their employer of the advantage of their skills
and abilities, divulge confidential information, or otherwise cause harm to their employer.

B. Additional Compensation Arrangements: Members and Candidates must not accept
gifts, benefits, compensation, or consideration that competes with or might reasonably be
expected to create a conflict of interest with their employer’s interest unless they obtain
written consent from all parties involved.

C. Responsibilities of Supervisors: Members and Candidates must make reasonable
efforts to ensure that anyone subject to their supervision or authority complies with
applicable laws, rules, regulations, and the Code and Standards.

V. INVESTMENT ANALYSIS, RECOMMENDATIONS, AND ACTIONS

A. Diligence and Reasonable Basis:
Members and Candidates must:
1. Exercise diligence, independence, and thoroughness in analyzing investments,

making investment recommendations, and taking investment actions.
2. Have a reasonable and adequate basis, supported by appropriate research and
investigation, for any investment analysis, recommendation, or action.
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B. Communication with Clients and Prospective Clients
Members and Candidates must:
1. Disclose to clients and prospective clients the basic format and general principles of

the investment processes they use to analyze investments, select securities, and
construct portfolios and must promptly disclose any changes that might materially
affect those processes.

2. Disclose to clients and prospective clients significant limitations and risks associated
with the investment process.

3. Use reasonable judgment in identifying which factors are important to their investment
analyses, recommendations, or actions and include those factors in communications
with clients and prospective clients.

4. Distinguish between fact and opinion in the presentation of investment analysis and
recommendations.

C. Record Retention: Members and Candidates must develop and maintain appropriate
records to support their investment analyses, recommendations, actions, and other
investment-related communications with clients and prospective clients.

VI. CONFLICTS OF INTEREST

A. Disclosure of Conflicts: Members and Candidates must make full and fair disclosure
of all matters that could reasonably be expected to impair their independence and
objectivity or interfere with respective duties to their clients, prospective clients, and
employer. Members and Candidates must ensure that such disclosures are prominent,
are delivered in plain language, and communicate the relevant information effectively.

B. Priority of Transactions: Investment transactions for clients and employers must
have priority over investment transactions in which a Member or Candidate is the
beneficial owner.

C. Referral Fees: Members and Candidates must disclose to their employer, clients, and
prospective clients, as appropriate, any compensation, consideration, or benefit received
from or paid to others for the recommendation of products or services.

VIl. RESPONSIBILITIES AS A CFA INSTITUTE MEMBER OR CFA CANDIDATE

A. Conduct as Participants in CFA Institute Programs: Members and Candidates must
not engage in any conduct that compromises the reputation or integrity of CFA Institute or
the CFA designation or the integrity, validity, or security of CFA Institute programs.

B. Reference to CFA Institute, the CFA Designation, and the CFA Program: When
referring to CFA Institute, CFA Institute membership, the CFA designation, or candidacy in
the CFA Program, Members and Candidates must not misrepresent or exaggerate the
meaning or implications of membership in CFA Institute, holding the CFA designation, or
candidacy in the CFA Program.
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