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Disclaimer

This document has been prepared and is intended solely for the use of the City of Hamilton General Issues Committee on the Service Delivery Review and
may not be edited, or relied on by any other person without KPMG LLP’s (KPMG) express written permission. KPMG will not assume responsibility or
liability for damages or losses suffered by anyone as a resuit of circulation, publication, reproduction, or use of this document contrary to the provision of
this disclaimer. The information in this document is based on the scope of the Service Delivery Review and limitations set out herein.

©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative ("KPMG International™), a Swiss entity. All rights reserved.



Project Phases

We are Here !!

1. Meet with Strategy | 5. Develop a final report and a high level
Team to clarify expectations, 3. Identify top 30 implementation road map and present to Council
refine lines of inquiry, and opportunities, Conduct

develop a subsequent work Jurisdictional Review,

program for the engagement evaluate opportunities

2. Collect relevant
information on service
profiles and finalize with
financial data

4. Identify top 8 -10 opportunities
and develop high level business
plans

© 2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG Intemational 3
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.




Identifying Opportunities - The Service Assessment Filter

How can efficiency or effectiveness

Is the service required?

What level of service shosiadn msidad? How should the service be delivered?

of the service be improved?

Service Level

Internal / e
Support?

s the service dalivery
method mandated?

Mandatory?

quunicipalies?.

Essantiai?

Service Type

Have circumstances
changed?

e

Other Is the business case
Qiscretionary?, still vahid?
Servico Not
’ Required
N . Eliminate Servica
© 2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 4
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Service Type

T
<>

The “core continuum” was defined with the following
categories:

*Mandatory (1): mandated or required by legislation
from the federal or provincial government

7

eEssential (2): critical to the operation of the City.
Without the service, the City would stop functioning

Traditional?
*Traditional (3): municipal service, provided by
virtually all large municipalities for many years

Have circumstances
changed?
Yes

Is the business case
still valid?

No

*Other Discretionary (4): service provided by the City
to respond to particular community needs, based on
a positive business case, or other specialized
purposes

Qther
Discretionary?,

¥

No
Regquired
Opportunities when
e [nternal - Shared Service, distributed service options
e Traditional - those services with a changing context or environment
e QOther Discretionary - Subject to business case, self-sustaining

©2012 KPMG LLP, a Canadian limited Hability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 5
Cooperative (“*KPMG International”), a Swiss entity. All rights reserved.




Service Level

* Assess service level as:
Below Standard (B)

>
g
§

NO

somewhat below or above standard

w;. At Standard (S), with S- and S+ indicating
No Above Standard (A)

Aro oth
approache:

qucasetily.  Service level “At Standard” is consistent with:

unicipali

exceed standard or
required level?

» the level required by legislation, or ...

Yas

* industry standards and practices, or...

* business case analysis justification, ...

sttt  service levels in other municipalities, ...

reasonable expectations

A service may be noted as “Above Standard” when
the provided service is above the service level target,
or because the service level target is higher than the
standard, as defined above

Opportunities when

e Service level is higher than standard

© 2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 6
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Service Delivery

Examination of how service is
delivered in Hamilton and other
cities

Examination of costs of service
delivery in Hamilton and other
cities

Considers any legislative
restrictions

Opportunities when
e Service delivery is different
e Costs in Hamilton are higher

the sarvice dalivery

method mandated?

Are other
approaches used
successfully in other

| - Outsourcing some, mora'or al m"semca
_ delivery compewva!y |

syslems
- Touols, equpmanl,veh las faf:shl:ea o
- Humanresources ‘
- Pmcummnttem urs&megae

- Bringing outsourced semnes'm—km:se
- Changng prowrenml appmach

©2012 KPMG LLP, a Canadian limited fiability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International
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Filtering To The Top 30 Opportunities

1. Strategic Progr

 How does the service contribute ° What woul-d the impact of .
to the successful meeting of the | | lmple:mentmg the opportunity be
Program’s mandate or strategic | ' on clients?

goals. 1. Very negative

3. Neutral
5. Very Positive

e How does the service contribute
to the achievement of the
Strategic Plan’s strategic
objectives.

(10%) (40%)
3 SpeotBudge: 4. Comparator Analysis
o What is the gross cost of the ¢ How do the cost and service level
service based on budget compare to other jurisdictions
1. No cost * Does the opportunity implement
2. <$1M a leading practice
3. $1Mto$5 M
4, $5Mto $10M
5 >$10M
(40%) (10%)
© 2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 8
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Selecting The Top 10 Opportunities

 Continued Analysas .

* Size of Budget * Establish a range of potential

e Community/Client Impact savings:

° Comparator Analysis 5. Annual6. One-time

1. Increases costs Investment

e Strategic Program Alignment 2. Neutral 0-%1 M
3. $0-$100K $1M-$5M
4. $100K - $500 K $5M-$10M
5. >$500K >$10M

7. RecentReviews 8. Barriers To Implementation

* Are there any studies or reports
that have dealt with the
opportunity in this term of Council
and that Council has made a
decision

Political environment
Legal
Labour and Contractual Obligations

Capital Costs
¢ |f so, has there been a significant
change in the meantime

©2012 KPMG LLP, a Canadian limited liability partinership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 9
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.




Process Summary

Apply Servicssment Filter

Identify List of Opportunities

Document Services in Service Profiles

Approximately 130 opportunities

Apply 4 Criteria

Top 30 Opportunities

Apply 8 Criteria

Top 10 Opportunities

-

Business Case, Implementation Plans

©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative (“‘KPMG International”), a Swiss entity. All rights reserved.
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Objectives For Today

Review Top 30 (and ties) List
» Tentative Top 10
e |[tems Already Underway
e Other Opportunities Not in the Top 10
» Opportunities Already Decided by Council

Scan Opportunities Outside the Top 30 (Appendix C)

o |dentify specific items for further evaluation

Identify Any Other Opportunity Not On The Overall List

©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 11
Cooperative (‘KPMG International”), a Swiss entity. All rights reserved.




Top 10 List

Central Fleet - move to a model of purchasing vehicles on credit The use of a credit model for fleet purchases improves the transparency of fleet
1 and charging user departments the cost of the debt payments, 217 Short |purchases since fleet costs are fullyrepresented in the operational budget; A
using lifecycle costing analysis to determine when vehicles should . Term |allows purchase of vehicles when appropriate from life-cycle costing analysis;
be retired. Balance in fleet reserve can be applied againstthe City's debt position.
. . . e
Transfer the bu.smess.o-f.food preparatlon/dehverY atthe Gity's Food preparation is a service thatcan be assumed by community user groups or
2 arenas, recreation facilities, golf courses to the private sector 19.2 [ShortTerm X ! . A
) | the private sector and reduce the City's operational costs
and/orcommunity & recreation user groups.
Undertake a Master Fire Plan with a view to optimizing the use of
existing resources and explore opportunities to achieve cost |
effectiveness and efficiencies, avoiding the need for additional Fire services is a significant cost to the City. It appears that there has notbeen a:
resources in the future. Considered an industry best practice, the full review of the Fire Service since amalgamation. There is an opportunity to |
3 Master Fire Planning process will draw a correlation between the 19 Mid Term [address many of the legacy inefficiencies carried over from amalgamation. A
City Of Hamilton’s risk profile and the resources required to Savings will largelybe avoidance of future increases - but some reductions may |
support the fire protection and public safety needs of the be possible. |
community at affordable response levels. EMS needs, in terms of
station locations and coordinated response should be considered.
©2012 KPMG LLP, a Canadian limited Hability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 12
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Top 10 List

. - . Parking is an important source of non taxation revenue for municipalities. The

Increase parking rates atexisting off-street paid lots, on-street at Short . 3 .

4 . 18.2 opportunities represented by parking should be maximized to reduce the tax A
meters and for monthly permits. Term

burden on property owners.

5 Make Fleet a competitive service provider (users can buyservices 179 Short [Allowing departments to use Fleet Services or other suppliers would make A
from Fleet or elsewhere). ) Term customerservice and better customer value imperatives for Fleet.
Increase fees for City operated recreation programs and recreation
facility rentals considering:
- cost of operations and facility maintenance, Hamilton has made a significantinvestmentin publicrecreation facilities and

6 - availability of private alternatives (avoiding unfair competition), 175 Mid Term programs. There is an opportunity for the City to determine whatis the A
- the target client group, : appropriate R/Cratio forrecreation and adjust fees accordingly. Maintaining
- the fees charged by other municipalities. access to programs for low income residents is a priority.
As part of the program, expand subsidy programs to ensure
affordabilityis maintained.

©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 13
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Top 10 List

Examine P3 (Public/Private Partnership) Operations and/or lease of i L . ! i
i s L . P3 development offers the potential to minimize capital and operating costs in
7 private facilities to replace/supplement municipal capacity for 17.2 long term ) . i . A
. R development or renovation/upgrade of municipal recreation facilities.

recreation facilities.

Improve sustainability by reducing and [imiting costs of voluntary

sewer programs by:

- Reducing the cost of the Protective Plumbing Program ($1.7Min

2011), considering lower maximum grants, shared costing, and . L .
) Hamilton offers voluntary sewer programs to its citizens thatare generous in

annual maximums Short [theirsupportin comparison to peer municipalities. There is an opportunity to

8 - Establishing a maximum annual contribution to the Sewer Lateral 17.2 i P P L P P ) P A
. Term review the terms and conditions of the sewer programs to ensure theyare
Management Program of $500,000 ($3.4Min 2011) and X R . .
Lo R . effectively applied, oreliminate them entirely.

- Limiting the flooding related compassionate grants to

circumstances where Cityfacilities created the flood, and for

repeated events, protective plumbing was installed (from $80K to

$730K per year).

©2012 KPMG LLP, a Canadian limited fiability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG Intemational 14

Cooperative {(“KPMG International”), a Swiss entity. Al rights reserved.



Top 10 List

To develop a Strategic Workforce Plan forthe next 3-5 years that N X
. P ! g . | Y . Staffing costs are the largest expenditure of the City. How staff are managed can
readies the City of Hamiton workforce to be flexible and responsive | ) . L ] e N
9 . R . i 16.9 Mid Term |either amplify or mitigate the City's labour costs. Improved flexibility can achieve | A
to the changing needs of the community, changing business strategy ) B _ |
. ] . . cost savings without layoffs or outsourcing.
requirements and the fiscal realities of municipal goverment
Review IT governance and strategy, focusing on:
-establishinga corporate GIS system (outsourcing options) Short Itappears thatthe City's IT strategyis disparate and resources are in various
10 -centralizing more IT systems such as client data banks 16.7 Term departments. Centralizing resources and addressing highest corporate priorities A
- consolidating records management would improve effectiveness.
- centralizing IT resources now in departments.
©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 15
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Top 30 Opportunities — Already Underway

11

Increase use of bus priority measures (dedicated lanes &signals)
to improve the efficiency/effectiveness of public transit.

Mid Term

Transit Priority lane pilotinitiated under developmentas a Metrolinx Quick-
Wins funded initiative. Astaff report to Council for consideration is plannedin
Q4/12

12

Decrease employee absenteeism

Mid Term

An Attendance Improvement Initiative is underwayas described in the
Management Action Plan reported to AF&A on June 11 (HUR12008). Goal is to
achieve a minimum of 10% reduction in average sick days peremployee byend
of 2014, an average of one day per employee. Savings will be reflected in
improved effectiveness and some cost reductions.

13

Consolidate corporate call handling

17.7

Mid Term

Consolidation of corporate call handlingis an opportunity to improve customer
service and achieve efficiencies. With partial implementation, there has been
approximately $281k in savings realized to date.

14

in light of all daykindergarten in schools, develop a strategy for
evolution of child care in Hamilton (as system operator) and at
Red Hill Family Centre (as facility operator) to maximize return for
funds spent

17

Mid Term

The earlyyears leaming environment is undergoing widespread change as a

result of the Province's policy shift. There is an opportunity for the City to review

its earlyyears/daycare services to ensure that they are still relevantand
efficientin the new system.

©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Top 30 Opportunities — Already Underway

Transit - focus on peak hours and days. Reduce evening and A comprehensive full system Operational Review was completed in 2010. During
15 weekend service. Use a usage/cost recovery ratio to evaluate 16.6 Mid Term {2012 budget deliberations, staff listed curtailment of low performing routes as a
routes, route sections and time of day budget mitigation option. Furtherdiscussion is expected in the 2013 budget
Implement the resuits of the review of major recreation and
community facilities to determine if the current numberis
warranted orcan be reduced, and if the configuration of facilities
can be changed as lifecycle investments are required in order to
16 reduce operating costs {e.g. consolidating). Review would 162 long term Should be considered in concert with item 7, with any new or replacement
encompass: - facilities considered as P3 approaches, for consolidation to improve efficiency
-arenas
-indoor pools
- outdoor pools
- community halls and recreation centres
17 Hospital emergencyroom - find resolution to delayed hand-off of 162 Mid Term A continuing probiem for EMS. Recently got two off-load nurses. Committee
EMS patients : active in finding other ways to address the issue.

© 2012 KPMG LLP, a Canadian limited fiability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International
Cooperative (“KPMG International”), a Swiss entity. All rights reserved.
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Top 30 Opportunities — Already Underway

Change procurement processes to emohasize value for dollar and Short An external review of the procurement process was conducted by NIGP. As of
18 g ‘p | P A p ) . 16 December 2011, 27 of the 58 recommendations had been addressed. B
good clientservice and appropriate levels of risk Term
o The Case MixIndexis a key performance indicatorand influences funding of
Long Term Care Homes - Manage the Case MixIndex to maximize Short yp. ) . . . g. k
19 155 Long Term Care homes. Continued attention to recording activities maximizes | B
revenues Term
revenues.
. . . . . A comprehensive full system Operational Review was completed in 2010. The
Transit-Establish a targetrevenue: costratio and increase transit Short . N . . A .
20 A . X . . 15.4 establishment of a target R/Cratio by Council would give cleardirection to Staff B
fares and adjustservices (see 15) as required to achieve it. Term N ) . .
on implementing the operational review.
©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 18
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Other Top 30 Opportunities — Not in Top 10

. . . . This approach can improve customerservice, and ensure clients are aware of the
Social Supports: One stop intake of clients for Ontario Works/ 3 X . . X
. , . A . . full range of services available. There is an opportunity for the City to work with
21 housing / child care / recreation / transit subsidy / water-waste 16.9 Mid Term i ) ) . A .
B the Province to implement a one stop intake for social services and improve the
water subsidy . . . "
service level while reducing the cost to the City.
The construction of a new aviaryis a significant capital expenditure ($2M) fora
Close the aviary- Gage Park Master Pian calls fora 52M upgrade to Short
22 ) v & $ PE 16.7 non essential service. Gage Park Master Plan was approved in 2010 (PW10033),
the Aviary Term A N i . . . R
with staff to report back with a detailed costanalysis priorto implementation.
Examine impacts of development on ongoing municipal costs -
P P going N P Approval of subdivisions with non-standard features can lead to costs following
storm water ponds, gateway features, landscaping, types of trees, Short . L ) . N
23 N L A A 16.6 the assumption of the subdivision even if the capital costis funded by the
illumination, winter control - change subdivision plans to Term R i . o
R developer. There is an opportunity for the Cityto limitthe features it will accept.
minimize - or recover costs
Explore opportunities for the City to become the deliveryagent for Niagara Region recently assumed ownership of ambulance dispatch; Ottawa has
24 Ambulance Dispatch and consolidate dispatch operations forall 16.5 long term |done it for some years. There is an opportunity for the City to explore the

emergency services

consolidation of all emergencyservices' dispatch into one central operation

© 2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG international
Cooperative (“KPMG Intemational”), a Swiss entity. All rights reserved.
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Other Top 30 Opportunities — Not in Top 10

The City manages/owns a large portfolio of real property and facilities. Leading !
practice suggests thata business unit devoted to corporate asset management
Improve corporate management of assets by: N A .
. . improves minimizes cost of real estate and ensures resources go to highest
25 -consolidating management of all corporate real estate assets 16.5 Mid Term priorities c
- consolidating asset management functions corporate! A .
g g P 4 This initiative is now underway through the departmental reorganization in Oct.
2012
Some health units use multiple purpose clinics and/or make greater use of
. . . - . private practice doctors and dentists to minimize costs and expand clientservice
Examine cost-effectiveness of public health clinics - opportunities ; R A R R i
26 _ o _ ) 16.2 Mid Term |options. Hamilton Public Helath has already conducted some consolidation, i o
to consolidate clinics, deliveryin otherways _ . . .
but does still have some locations with low volumes and poor costeffectiveness |
. . L . Currently outsourcing is project specific and utilizes a Roster system for
27 Expand outsourcing of design and construction supenision. 16.2 Mid Term v | §is proj P v C
consultantselection.
Consolidate provision of maintenance for central fleet, fire, . . o
R R R N B R Fleet maintenance is scattered across the organization. [t appears thatthere
28 ambulance and transit non revenue vehicles. Consider discussion 15.7 Mid Term A N . . c
. . . . are operational/facilityissues thatremain from amalgamation.
with police forinclusion.
29 Pursue legislative changes to permit the establishment of a user 152 Mid Term Would serve as key funding source for destination marketing. No authority for c
room taxto fund visitor attractions ) compulsorytax.
Redesign the budget process with a view to establishing a multi- Long term operating budgets promotes longerterm thinking, reduces annual
30 year, service-based operating budget, minimizing the length of the 15.2 Mid Term |budget process demands, service based budgets provides a real understanding c
annual budget cycle of the cost of services provided. :
©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 20
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Top 30 Opportunities — Already Decided

Transfer one Long Term Care home to non-profit operation with

Non-profit operation can lower costs over time, while providing opportunities for

31 . o R 15.6 Mid Term o i D
resident/familyinvolvementin governance familyinvolvementin governance.
Municipal golf courses are a discretionary service, and compete with private
courses with lower labour costs and generallysimilar or higherrates.
Golf Courses -Sell one of the Chedoke courses for development . . i . .
32 Urboses p 15.4 Mid Term |Consider moving PW yard and use this space as hotel complex with clubhouse. D
purp : Update the Business Plan forthe course that takes the capital requirements into
consideration. |
The new Waste collection system model was approved through General Issues
33 Solid Waste Collection - Reduce to bi-weekly. 13.96 long term X D
4 g Committee Report 12-005 in February 2012
31 Expand contracting of garbage collection and bulk waste 1.6 long term The new Waste collection system model was approved through General Issues D
collection. . & Committee Report 12-005 in February 2012
©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG international 21
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Next Steps

Following the Meeting
» Conduct any further analysis required

November 15% (if needed) — GIC to Confirm Top 10

February 2013
Final Report with Executive Business Case for each of Top 10

@

Background

> QOpportunity

* Analysis

» |mpact on finances, clients, staff
» Risk Management

» Recommendations

©

Implementation Plan
° Key Steps
° Resource Requirements

©2012 KPMG LLP, a Canadian limited liability partnership and a member firm of the KPMG network of independent member firms affiliated with KPMG International 22
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