O sudbiity AUDIT COMMITTEE

AGENDA

Audit Committee Meeting

Tuesday, July 10, 2018
Tom Davies Square

COUNCILLOR DEB MCINTOSH, CHAIR

Mike Jakubo, Vice-Chair

9:00 a.m. AUDIT COMMITTEE MEETING
COUNCIL CHAMBER

City of Greater Sudbury Council and Committee Meetings are accessible and are broadcast publically
online and on television in real time and will also be saved for public viewing on the City’s website at:
https://agendasonline.greatersudbury.ca.

Please be advised that if you make a presentation, speak or appear at the meeting venue during a
meeting, you, your comments and/or your presentation may be recorded and broadcast.

By submitting information, including print or electronic information, for presentation to City Council or
Committee you are indicating that you have obtained the consent of persons whose personal information is
included in the information to be disclosed to the public.

Your information is collected for the purpose of informed decision-making and transparency of City Council
decision-making under various municipal statutes and by-laws and in accordance with the Municipal Act,
2001, Planning Act, Municipal Freedom of Information and Protection of Privacy Act and the City of
Greater Sudbury’s Procedure By-law.

For more information regarding accessibility, recording your personal information or live-streaming, please
contact Clerk’s Services by calling 3-1-1 or emailing clerks@greatersudbury.ca.

DECLARATIONS OF PECUNIARY INTEREST AND THE GENERAL NATURE THEREOF
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CONSENT AGENDA

(For the purpose of convenience and for expediting meetings, matters of business of repetitive or routine nature are included
in the Consent Agenda, and all such matters of business contained in the Consent Agenda are voted on collectively.

A particular matter of business may be singled out from the Consent Agenda for debate or for a separate vote upon the
request of any Councillor. In the case of a separate vote, the excluded matter of business is severed from the Consent
Agenda, and only the remaining matters of business contained in the Consent Agenda are voted on collectively.

Each and every matter of business contained in the Consent Agenda is recorded separately in the minutes of the meeting.)

CORRESPONDENCE FOR INFORMATION ONLY

C-1. Report dated June 25, 2018 from the Auditor General regarding Status Report on 4 -46
Previous Audit Observations and Action Plans.
(FOR INFORMATION ONLY)

(This report provides information regarding the Status Report on Previous Audit
Observations and Action Plans.)

REGULAR AGENDA
MANAGERS' REPORTS
R-1. Report dated June 27, 2018 from the Auditor General regarding Performance Audit of 47 - 52

Purchasing Services.
(RESOLUTION PREPARED)

(This report provides information regarding the Performance Audit of Purchasing
Services.)

ADDENDUM

CIVIC PETITIONS

QUESTION PERIOD AND ANNOUNCEMENTS
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NOTICES OF MOTION

ADJOURNMENT
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O Sudbiiry

Presented To: Audit Committee

For Information 0n|y Presented: Tuesday, Jul 10, 2018

. . ) Report Date  Monday, Jun 25, 2018
Status Report on Previous Audit Observations P Y

and Action Plans Type: Correspondence for
Information Only

Resolution
Signed By
For Information Only

Auditor General

Relationship to the Strategic Plan / Health Impact o

Assessment Digitally Signed Jun 25, 18

This report supports responsive, fiscally prudent, open
governance.

Report Summary

To support accountability, annual reports are provided to Audit Committee and Council on the status of
management's action plans to address audit recommendations.

Approximately 69 percent of management's action plans have been fully completed whereas action plans
have been partially implemented for 19 percent.

No substantial action had been taken for 12% of the findings as two audit reports were just completed and
endorsed by Council at the end of May.

Another status report will be provided to Audit Committee a year from now.

Financial Implications

No direct financial implications
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Status Report on Previous Audit

Presented To: | Audit Committee
Observations and Action Plans Presented : | Tues, July 10,2018
Report Date: Mon, June 20, 2018
Type: Report
Background

The Auditor General's Office maintains an ongoing follow up process which consolidates
management's self-assessments of the status of their action plans to address audit
observations. Annual reports are provided to Council with the aim of documenting the actions
taken to date and anticipated dates for completion.

The self-assessment reports are not evaluations provided by the Auditor General’s Office and
provide no assurance to Council. Instead, the self- assessments provided in the "Actions
taken, results and /or actions planned" section are in management's own words and are
unedited. The Auditor General's Office reserves its authority to conduct progress audits to
independently validate the progress made in addressing audit observations.

Self-Assessment Follow Up Report Compiled by Auditor General’s Office

The appendices attached to this report contain detailed self-assessment reports for the
following audit reports:

User Fees — Sports Fields

Transit and Community Arena Advertising Agreement
Competitive Procurement

Environmental Service Waste Collection Contract

Building Services, Building Permits & Committee of Adjustment
Long Term Financial Planning

Performance Audit of Risk Management Processes
Value-For-Money Audit — Paramedic Services

Value-For Money Audit — Fire Services

Performance Audit of Capital Budgeting Process

Performance Audit of Facilities Management

Governance Audit of Greater Sudbury Housing Corporation (GSHC)

Status Report on Previous Audit Observations & Action Plans 2018 Page 1
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SUMMARY OF STATUS OF MANAGEMENT'S ACTION PLANS AT MAY 31, 2018

Year

Total # Fully or Action Plan No
Report (ot Action | Substantially| Partially |Substantial
Issued Plans |Implemented |Implemented| Action
Including Taken
Alternative
action
User Fees — Sports Fields 2012 9 9 0 0
Transit and Community Arena 2013 5 5 0 0
Advertising Agreement
Competitive Procurement 2014 15 15 0 0
Environmental Service Waste Collection Contract 2014 10 10 0 0
Building Services, Building Permits & Committee of 2015 11 11 0 0
Adjustment
Long Term Financial Planning 2016 5 1 3 1
Performance Audit of Risk Management 2017 4 0 4 0
Processes
Value For Money Audit — Paramedic Services 2017 2 1 1 0
. - . 3 0
Value For Money Audit — Fire Services 2017 3 0
Performance Audit of the Capital
Budgeting Process 2017 2 0 2 0
. - 0 1 2
Performance Audit of Facilities Management 2018 3
. 0 0 6
Governance Audit of GSHC 2018 6
Total 75 52 14 9
% By Status 100% 69% 19% 12%
Status Report on Previous Audit Observations & Action Plans 2018 Page 2
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Conclusion

Approximately 69 percent of the above audit action plans have been fully completed whereas
action plans have been partially implemented for 19 percent. No substantial action had been
taken for 12% of the findings as two audit reports were just completed and endorsed by Council
at the end of May. Another status report will be provided to Audit Committee a year from now.

Status Report on Previous Audit Observations & Action Plans 2018 Page 3
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AUDIT Follow Up Report
To : Audit Committee

From : Ron Foster, Auditor General

Re: User Fees — Sports Fields audit

Audit Report released November 2012

Original # of Observations 9

# of Action Plans Previously Completed 5

# of Action Plans Now Closed 4

# of Action Plans on Next Follow Up 0
Status as of May 31, 2018 Complete

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Community Development) Status

Observation 1

Evaluate whether the youth ‘per participant rate’ should be replaced with .
an hourly rate. If any changes are required, it should be reflected within [FsaEEELRLELY
the User Fee By-law approved by Council. complete

Original Management Response

Review impact of any potential changes to minor sports playfield user fees and prepare a
report to Standing Committee with options re: participant rates vs. hourly, etc. The review will
be conducted in time for the 2014 playfield season.

Actions Taken, Results and /or Actions Planned - As of May 31, 2014

The original deadline to submit a report to the Community Standing Committee as identified on
June 30, 2013, was not realized. The analysis will be completed and presented to the
Community Standing Committee for direction in early 2015.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

The analysis regarding youth participant rate vs. hourly rate charges will be presented to
Council as part of the 2017 budget process.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

A business case will be prepared for the Executive Leadership Team regarding implementing an
hourly rate vs. the existing per youth participant rate as part of the 2018 budget process.

Status Report on Previous Audit Observations & Action Plans 2018 Page 4
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Actions Taken, Results and /or Actions Planned - As of May 31, 2018

At the Finance & Administration Committee meeting of May 15, 2018, Council received a report
titted 2019 Budget Direction and 2019-2020 Two Year Financial forecasts. The report included
a recommendation for changes to user fees that reflect the full cost of providing the program or
services including capital assets, net of any subsidy approved by Council. Leisure Services will
work with Finance to review user fees as directed by Council, including youth playfield rates.

Observation 4

If the City continues to charge a per participant fee for youth
associations, Leisure Service should consider including a provision for Substantially
participant number verification rights within the Facility Agreement for complete
youth leagues similar to other revenue generating contracts within the
City.

Original Management Response

Contingent on any decisions made from Observation #1. The requirements would have to be
incorporated into the facility use agreement.

Actions Taken, Results and /or Actions Planned - As of May 31, 2014

The department will be requesting a signed letter from each minor sports organization
confirming the total number of registrations.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

At the beginning of each field season (June), each youth sports group must submit their
confirmed registration numbers. Based on this figure, groups are billed their participant rate
amounts for the current year. After the season is over in September/October, they are asked to
confirm their numbers and a reconciliation process is performed based on any changes in
participant numbers over the term of the season.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Minor sports associations are still required to confirm participant numbers in June of each
season. The reconciliation process will still take place at the conclusion of the season
(September/October). Sports associations will be asked for additional supporting
documentation to confirm participant numbers (e.g. copies of information submitted to
respective provincial sports governing body).

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Minor sports associations continue to submit numbers in June of each season. Reconciliation
takes place at the conclusion of the respective sports season (usually September or October).

Status Report on Previous Audit Observations & Action Plans 2018 Page 5
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In addition to final numbers, sports associations are asked for supporting documentation
(rosters, information submitted to PSOs, etc.)

Observation 5

A best practice for user fees is for the City to set a policy framework that
provides transparency and clarity, promotes consistency, and makes cost Substantially
sharing amongst users more equitable. Management should present user complete
fee target recovery options to Council after performing a full cost analysis.
Since the decision for establishing user fees rests with Council, full cost
analysis will better inform Council of cost recovery target options as well as their impact on user
fees. Management may want to consider implementing these Observations within Leisure
Services prior to rolling it out to other departments within the City.

Original Management Response

The City's Base Budget Preparation Policy states "that when establishing user fee rates, the
(a) Cost of service, including direct, indirect costs, allocation of capital costs etc. should be
considered." In addition, policy #7 of the Long Term Financial Plan states "Ensure operating
revenues are sustainable and consider community-wide and individual benefits (taxes versus
user fees)". In addition, there are a number of principles that provide guidance to management
regarding user fees. For example, principle 3.3 states "Establish target proportions of program
costs to be raised through user charges based on reviews of benefits received; Principle 3.6
states "Ensure both operating and capital costs are considered when establishing user fees
(full program costing)".

Management agrees that the City should expand the use of the existing policy framework
when setting user fees. As a first step, the Finance and Leisure Services department will
prepare a report to Finance and Administration Committee which discloses the current and
historical user fee recovery percentages for the larger programs in Leisure Services, and to
seek the committee's direction regarding increasing user fees to address the City's
infrastructure shortfall or to reduce the tax levy.

In addition, as part of the 2013 budget planning session, Council requested a detail breakdown
on the operational costs for the following programs:

a) camp Sudaca / Wassakwa

b) summer playground programs
9)] fitness facilities

d) trailer park operations

Actions Taken, Results and /or Actions Planned - As of May 31, 2014

The fitness fees are currently being reviewed and an observation will be presented to CS
Standing Committee in 2015. The department is using the City's base budget preparation policy
as a guide in establishing user fee rates. In addition the Parks, Open Space, Leisure Master
Plan review as part of the implementation strategy have identified an action plan on user fees &

Status Report on Previous Audit Observations & Action Plans 2018 Page 6
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cost recovery. The plan recommends that Staff regularly assess rates and fees for Leisure
programs and facilities to ensure that they represent a fair and equitable balance between true
costs and public benefits. It is recommended also to include annual capital requirements within
the cost recovery targets to provide a true indication of the balance between user fee
contributions, taxation, and other funding sources. The master plan review provides
Observations on developing an Affordable Access to Recreation policy in order to bolster
universal access to physical activity and recreation opportunities based on an ability -to-pay
model. The draft Parks, Open Space, Leisure Master Plan review will be presented to CS
Standing Committee on June 16th, 2014.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

As part of the 2013 budget planning process, a user fee strategy was presented for summer
programs and adopted by City Council. A similar strategy was presented for fitness facility fees,
however was rejected by Council. The Director of Leisure Services will be resubmitting a user
fee strategy for fitness fees and an overall user fee strategy to the Community Services
Committee in late 2016, early 2017.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

The Leisure Services Division has researched user fee frameworks from other municipalities
including Barrie. The user fee framework developed by Northern Leadership Project
participants has been piloted by Finance in other areas. Leisure Services to work with Finance
to develop a user fee framework for review by the Finance and Administration Committee.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

At the Finance & Administration Committee meeting of May 15, 2018, Council received a report
titted 2019 Budget Direction and 2019-2020 Two Year Financial Forecast. The report included
a recommendation for changes to user fees that reflect the full cost of providing the program or
services including capital assets, net of any subsidy approved by Council. Leisure Services will
work with Finance to review user fees as directed by Council, including rates associated with
summer day camps, playground programs, fitness centers and trailer park operations.

Observation 9

Ensure the Joint Use Agreements are updated in a timely fashion with all
school boards participating in this agreement. Ensure they accurately
reflect the current understanding amongst all the parties in regards to field
maintenance, usage and restrictions.

Substantially

complete

Original Management Response

Leisure staff have been working on renewing the joint use agreement since the fall of 2011. A
number of meetings have been held with representatives from all Boards of Education in order
to revise and update the Joint Use Agreement. A draft agreement will be circulated to senior

Status Report on Previous Audit Observations & Action Plans 2018 Page 7

11 of 54



staff and will be presented to Council for feedback. The objective is to finalize the agreement
by year end 2013.

Actions Taken, Results and /or Actions Planned - As of May 31, 2014

The draft is being reviewed by the respective boards and legal departments. The draft
agreement is scheduled to be completed and presented to Council for their review by
September 2015.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

This Observation is ongoing. This is a complex issue which the Director of Leisure Services
has taken the lead on. It is the goal of Leisure Services to provide an update to the Community
Services Standing Committee in late 2016 or early 2017.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

In order to determine the value of services provided and received through joint use
arrangements, Leisure Services staff are calculating the following:

e Value of arena ice time provided to school boards, Sudbury District Secondary School
Athletic Association (SDSSAA)

e Value of play field time provided
e Value of pool time provided
e Value of ski hill lessons provided

e Value of other maintenance services provided through Parks Services as per joint use
arrangements

e Value of school board facilities used by City of Greater Sudbury recreation programs

Information to be finalized by August 2017. Once collected, information will be shared with
school boards to help frame future joint use agreement discussions. Discussions with school
boards to commence in Fall 2017.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

The value of services provided to school boards through the Joint Use Agreement has been
calculated.

Meetings with the SDSSAA (Sudbury District Secondary School Athletic Association) held to
review ice time allocated and modifications made to the Ice Allocation Guidelines for High
School Hockey. The changes provide for more usage of ice time by minor sports associations
(paying customers) that was traditionally used by SDSSAA.

Updates to the complete Joint Use Agreement will be part of the Leisure Services 2019
workplan.

Status Report on Previous Audit Observations & Action Plans 2018 Page 8
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Re: Transit & Community Arena Advertising Agreement

Audit Report released August 2013

Original # of Observations 5

# of Action Plans Previously Completed 4

# of Action Plans Now Closed 1

# of Action Plans on Next Follow Up 0
Status as of May 31, 2018 Complete

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Transit) Status

Observation 5

Transit advertising services should be separately contracted out
(unbundled). Revise the process for issuing and awarding Transit and Substantially
Community Arena Advertising Agreement with the objective of maximizing complete

competition and potential advertising revenues for the City.

Original Management Response

Comment - Management agrees with the unbundling of the agreement.
Action Plan Lead — Director of Transit and Fleet Services — Manager of Arenas
Timing - At agreement renewal or new RFP

Actions Taken, Results and /or Actions Planned - As of May 31, 2014

The agreements will be unbundled prior to issuing and awarding a new Transit and
Community Arena Advertising Agreement with the objective of maximizing competition and
potential advertising revenues for the City.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

The agreements will be unbundled prior to issuing and awarding a new Transit and
Community Arena Advertising Agreement with the objective of maximizing competition and
potential advertising revenues for the City.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

The agreements will be unbundled prior to issuing and awarding a new Transit and Community
Arena Advertising Agreement in the fall of 2019.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

The agreements will be unbundled prior to issuing and awarding a new Transit Services and
Community Arena Advertising Agreements.

Status Report on Previous Audit Observations & Action Plans 2018 Page 9
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Re: Competitive Procurement

Audit Report released June 2014

Original # of Observations 15

# of Action Plans Previously Completed 12

# of Action Plans Now Closed 3

# of Action Plans on Next Follow Up 0
Status as of May 31, 2018 Complete

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Procurement section) Status

Observation 2.2

Currently, operating staff place reliance on manual off-line processes and
workarounds instead of using automated functionality and features of the Substantially
PeopleSoft system. complete

e Reliance on manual off-line purchase order processes has persisted
for the past three years

e Auditors estimated that 75% of dollars or 88% of transactions were supported by freeform
references in description fields. Those references were to various forms of manual purchase
orders and agreements. Only 25% of dollars or 12% of transactions were supported by a
PeopleSoft Purchase Order.

e Greater use of electronic, PeopleSoft Purchase Orders could provide the basis for efficient,
economical and effective oversight of procurement by management as suggested by the
2nd line of defense of “The Three Lines of Defense Model”.

e As was previously noted in examples listed in observation 1, this audit revealed significant
internal control exceptions that could have been identified and remediated on a timely basis
or reported to Council for approval, if automated functionality of PeopleSoft was used for all
purchase orders.

Original Management Response

The City has made progress on the foundational pieces to improve the City’s procure to pay
cycle. These foundational pieces include: Purchasing By-Law, business process review /
policy development and expansion of PeopleSoft functionality. Once the foundational pieces
are complete, and resources are identified in operating departments, management plans to
amend City policies to make the use of electronic purchase orders mandatory. Managing the
pace of change in the organization has been top of mind to the Chief Financial Officer, and
Senior Management Team. The Finance Strategic plan outlined the required action items to
achieve the goals, in a balanced approach, at a pace that the organization can manage with
the resources it has.

Status Report on Previous Audit Observations & Action Plans 2018 Page 10
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Actions Taken, Results and /or Actions Planned - As of June 30, 2016

Request for Quotation functionality planned based on assessment of available options.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Further improvements have been made, with assistance of an ERP Project Manager, in the City’s
use of PeopleSoft to track spending on Multi-Year contracts, including Standing Offer Agreements.
The multi-year contracts used by the City are now routinely setup and maintained in the PeopleSoft
Procurement Contracting Module.

The pilot project is underway to start using internal PeopleSoft POs for one-time contracts for
processing progress payments through PeopleSoft and tracking change orders on capital projects
where currently it is a manual process. Request for Quotation functionality will not be pursued
through PeopleSoft enhancements. Instead, the new and more robust systems for e-Tendering
have emerged that can accommodate many of the features contemplated with quotation
functionality. Those systems may be offered to municipalities free of charge as the providers model
it on vendors subscription models. City’s Purchasing, together with other departments, is
evaluating potential e-Tendering solutions for the City to enable not only posting the bids
electronically but receiving and evaluating bids electronically as well. The work is currently
underway in this respect.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

The lessons learnt from the pilot project will be used while integrating and implementing the project
in consultation with the user departments and identifying training needs for various users.

Observation 2.4
Application of an appropriate effective internal control framework over

procurement activities may continue to be negatively impacted until all Substantially
purchase orders across the City are issued from PeopleSoft. complete

Original Management Response

As outlined above in 2.2.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

In progress.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Progress per the above update in 2.2

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Status Report on Previous Audit Observations & Action Plans 2018 Page 11
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As outlined in 2.2 above, improvements to PeopleSoft and the results of lessons learnt from the
pilot project will be used while integrating and implementing the project in consultation with the user
departments and identifying training needs for various users.

Observation 2.6

In 2012, Finance informed staff that PeopleSoft Commitments Control
would be implemented in 2013. In September 2013, the Finance Substantially
Division reported to Council that the PeopleSoft Purchasing Contracts complete
functionality had been implemented in 2012. However, during the audit,
we noted that testing continued for certain contract types during fall of
2013 (e.g. notifications and progress payments).

During the audit, we were advised that the PeopleSoft program still did not allow for all
contracts to be entered (e.g., Revenue Bearing, Multiple Account #s, and Blanket Purchase
Agreements).

Original Management Response

As above in part 2.2 above.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

Various improvements are planned subject to resource availability.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Progress per the above update in 2.2

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Further improvements have been made, with assistance of an ERP Project Manager, in the
use of PeopleSoft “non-receipt PO” functionality to enable tracking the actual spend on
multi-year contracts, including Standing Offer Agreements. The multi-year contracts used by
the City are now routinely setup and maintained in the PeopleSoft Procurement Contracting
Module. As of 2016, Purchasing is able to automatically track renewal and expiry dates of
multi-year contracts and provide automatic notifications by Contract for timely renewal
and/or re-tendering of procurement requirements. A separate pilot project is underway with
several departments to start using internal PeopleSoft POs with non-receipt PO functionality
to process progress payments on one-time contracts through PeopleSoft and track change
orders on capital projects where currently it is a manual process.

Status Report on Previous Audit Observations & Action Plans 2018 Page 12

16 of 54



Re: Environmental Service Waste Collection Contracts

Audit Report released July 2014
Original # of Observations 10
# of Action Plans Previously Completed 9
# of Action Plans Now Closed 1
# of Action Plans on Next Follow Up 0
Status as of May 31, 2018 Complete

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Infrastructure and Growth) Status

Observation 4.2

In light of restrictions imposed by most cities in Ontario on the quantity
and frequency of bulk item collected curbside, opportunities for cost Substantially
reduction may be explored. complete

Original Management Response

The unlimited weekly collection of defined bulk items is an approved service level. A change
in service level would require the consent of Council.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

A change in service level would require the consent of Council which approved continuation of
the current program with a new ‘Call in/E-mail in’ service. Opportunities for cost reduction will
be explored as new programs are developed under the new Waste Free Ontario Act.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Council supported the continuation of the current bulky (Furniture & Large Items) program in
2016. The frequency of this program will be reduced once garbage collection changes from
weekly to every other week in 2021. Opportunities for cost reduction will be explored as new
programs are developed under the Waste Free Ontario Act.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

The collection frequency for Furniture and Large Items will be reduced to every other week
commencing in February 2021. Additional opportunities to reduce cost in this area may become
available once the Minister of the Environment and Energy designates materials such as
mattresses and furniture under producer responsibility regulations (timeline of 2021 identified in
the “Strategy for a WASTE-FREE ONTARIO — Building the CIRCULAR ECONOMY” document.
In the meantime, staff have conducted a mattress & box spring recycling pilot in order to be
prepared to divert this material before or after funding programs become available.
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Re: Building Services, Building Permits & Committee of Adjustment

Audit Report released June 2015

Original # of Observations 11

# of Action Plans Previously Completed 9

# of Action Plans Now Closed 2

# of Action Plans on Next Follow Up 0
Status as of May 31, 2018 Complete

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Building Services) Status

Observation 2.1

The Building Services department relies on multiple systems relating to
information such as Building Permits, inspection notes, cash collections,
taxes and tracking of issued ‘Orders to Comply’. These systems are not
integrated and contain limited information about a property that may be
more meaningfully used if they were integrated. Integration of multiple systems would be
beneficial and may be attempted considering the information need, workflow and privacy
provisions.

Substantially

complete

Original Management Response

We agree that having a single property database inclusive of all these various legal,
departmental interests, impediments or requirements to be dealt with at permit review so they
may be conveyed to owners and consultants would be beneficial. This is why we have
committed to the development industry to move forward with a new integrated land and property
management system. This is why we have committed to the development industry to move
forward with a new integrated land and property management system. This would be a City-
wide, property centric system that provides a comprehensive history for all properties and land
in the City. A scoping study has already been initiated with staff, Information Technology and an
outside consultant including a financial budgeting program, for this Land Property Management
System (LPMS). A report was provided to Council on May 12, 2015, on the project. The LPMS
would replace a number of pre-existing solutions, simplifying the current complex systems
environment and providing key functions.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

Although the scoping document for the Land Property Management System software was
completed, the financial budget commitments for the larger scope of project with additional
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departments was not available. However, recently the “Gearing Up For Growth” Advisory Panel
of Council Resolution (June 14, 2016) identifies Land Property Management System (LPMS) as
key step for the City to become a more development friendly community. As well, the
development of a LPMS software package forms part of Council’s Strategic Plan passed earlier
this year. A Business Plan is to be presented to Council later this year to assign budget dollars
from Building Services’ Reserve funds, to accomplish the smaller scoped project, including
Planning and Compliance & Enforcement.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

The Building Services Reserve Fund to accomplish the smaller scaled project including
Planning & Compliance & Enforcement has been established for the Land Property
Management System (LPMS). Staff are currently working on project charter, governance model
and allocating staff to core project team, Directors Steering Committee and Business team. A
contract project manager’s job description and selection are to be completed by the 4th Quarter
of 2017. Currently a process rationalization review is underway for all Planning Act processes
scoping and Business Plans for site plan control, rezoning, Committee of Adjustment and the
Consent process within the building permit regime in anticipation of the LPMS tender call.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

e Process rationalization and mapping of Planning Act process of Site Plan Control
Agreements have been undertaken by Colliers Consulting.

e The hiring of a Project Manager will occur in the next quarter of 2018, who will initiate a
Business Plan review for the larger project, which has been prioritized as part of the larger
Corporate Information Technology Strategic Plan to be presented to Council shortly by the
Perry Group Consultants.

Observation 4.3

Building inspections are scored a ‘Pass’ or a ‘Fail’. While the current
“Inspectors Plus” system has functionality to record reasons for failure this
functionality was not always being used. Recording results of inspection
areas that partially pass (or fail) would facilitate a subsequent follow-up
inspection. For example, reasons such as “Work-in-Progress”, “Work Not Started”, “Work
Suspended”, “No Access to inspect”, etc. can all be documented and acted upon during a
follow- up inspection. Such an analysis could potentially result in savings by avoiding
repetitive inspections of an area, and a database of such analysis would identify particular
weakness of contractors in objectively assessing performance.

Substantially

complete

Original Management Response
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InspectorPlus has the functionality to record reasons for failure. It includes ability to field print
out inspection notices documenting those deficiencies for the information of the
contractor/owner and follow-up inspections. The base document is electronically stored in
the building permit database and time stamped. With respect to an analysis of particular
contractor weakness by having a database of our most frequent deficiencies, we agree that
this would be useful and will be built into our Request for Proposal (RFP) for new Land
Management Property (LMPS) software discussed in Observation #2.

Actions Taken, Results and /or Actions Planned - As of June 30, 2016

See response for 2.1 on the Land Property Management System (LPMS)

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

See response for 2.1 on the Land Property Management System (LPMS).

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Project Manager for LMPS project will work with the Director of Building Services and the
Director of Information Technology to prepare a Business Case for the LMPS project to be
presented to Council as a 2019 Budget Option.
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Re: Audit of Long Term Financial Planning

Audit Report released September 2016

Original # of Observations 5

# of Action Plans Previously Completed 1
# of Action Plans Now Closed 0

# of Action Plans on Next Follow Up 4

Status as of May 31, 2018 On Schedule

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Corporate Services) Status

Observation 2

The City should ensure its boards and wholly-owned corporations have
established appropriate LTFPs if they are dependent on the City for No Substantial
financial support of any type. Action Taken

Original Management Response

Not specifically addressed.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

The City will request that the Outside Boards and GSHC consider developing Long Term Plans.
This does not extend to the GSU or SACDC as these entities do not receive financial support
from the City.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

The City recently received the updated Long Term Financial Plan from KPMG that identified the
status and forecast of the 12 financial indicators. Staff will be reaching out to our business
partners (Conservation Sudbury, Public Heath Sudbury & District and Police Services) to
encourage them to develop long term plans for their operations.

Original Management Response

Management will work throughout 2017 and 2018 to develop goals and specific action plans to
support the achievement of the principles and policies within the revised LTFP once it has been
presented to City Council.
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Observation 3

Specific, measurable, action-oriented, and realistic goals should be
developed to support achievement of the principles and policies within the Partially

new LTFP currently under development and incorporated into annual Implemented
budgets.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Staff will identify goals, priorities and issues in the 2018 Budget. In addition, staff will
recommend changes to policies as identified in the LTFP.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Based on the updated LTFP, the General Manager of Corporate Services presented to the
Finance and Administration Committee the status of the 12 financial indicators in comparison to
the City’s peer municipalities. Staff will identify priorities and issues for the Finance and
Administration Committee’s consideration in the 2019 Budget based on the updated LTFP.

Observation 4

Progress toward the principles and policies within the new LTFP should be
reported to Council within the annual budgeting process. Partially

Implemented

Original Management Response

Management will work throughout 2017 and 2018 to develop goals and specific action plans to
support the achievement of the principles and policies within the revised LTFP once it has been
presented to City Council.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Progress in achievement of the principles and policies identified in the LTFP will be reflected in
the 2018 Budget document under the Financial Section of the Overview tab.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Staff are currently updating the Purchasing By-law to incorporate new thresholds as
recommended by KPMG. It is also being updated to include provisions under the trade
agreements (CETA & CFTA) and electronic tendering provisions. Improvements have been
made in capital budget reporting, which will be formalized in the updated Capital Budget Policy.
Staff will also be reviewing other financial policies to ensure alignment with the principles
identified in the LTFP.
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Observation 5

Staff should provide Council with current information on the City’s financial _
condition with the annual budget and any presentations on major capital Partially
project proposals.

Implemented

Original Management Response

Previous annual budgets included a section on “Toward Fiscal Sustainability” which was based
on the LTFP to illustrate the challenges facing the City along with the key principles and action
items.

The annual budget document, as well as the City’s annual financial report in conjunction with
the City’s audited financial statements, has included key financial information such as reserves
and reserve funds, total debt, and key performance indicators. Also, the annual capital budget
includes an unfunded list that illustrates the significant unfunded capital needs by service area.

Management has implemented several financial policies, processes and by-laws approved by
various City Councils to manage the City’s financial condition now and for the long-term. This
includes the Operating Budget Policy, Capital Budget Policy, Debt Management Policy and the
Reserves and Reserve Fund By-Law.

Management agrees with the limited progress made with the infrastructure deficit. Since 2002,
management presented various City Councils with an option for a capital levy in accordance
with the Observations of the LTFP to assist with the growing infrastructure deficit. Previous City
Councils approved a capital levy in the following years: 2005 of $3.2M; 2006 of $3.3M; 2007 of
$0.8M; 2008 of $3.7M. This was partially offset by a permanent reduction to the capital
envelopes of $5M in the 2010 Capital Budget.

Actions Taken, Results and /or Actions Planned - As of May 15, 2017

Financial indicators will be included in the 2018 Budget as deemed appropriate.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Financial indicators will be included in all future budget documents and annual updates of the
LTFP.
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Re: Performance Audit of Risk Management Processes

Audit Report released May 2017
Original # of Observations 4
# of Action Plans Previously Completed 0
# of Action Plans Now Closed 0
# of Action Plans on Next Follow Up 4

Status as of May 31, 2018 On Schedule

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by CAO) Status

Observation 1

According to the CSA Standards, risk management is the identification, .
assessment, and treatment of "risks" that may affect an organization, . Partially
business or municipality, negatively, including those which can occur implemented
through accidents, disasters, natural causes, legal or financial liabilities or
opportunities, or positively, such as new technologies, business ventures or
continual improvement.

A risk management policy has not been developed to define risk management terms and

responsibilities for risk management within the City. As a result, responsibilities for risk
management are not clear.

A formal risk management policy should be developed to codify risk management terms and to
clarify responsibilities for risk management.

Original Management Response

We agree. The recommended policy will be developed and presented to Council by the Chief
Administrative Officer for approval before the end of the third quarter.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

This action is still on track for presentation to Council by the end of the third quarter. A policy
has been created by the CAO and is in draft form and being scheduled for a review and
decision by ELT at a June ELT meeting.
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Observation 2

A risk management process has not been developed to identify a standard
approach for risk identification assessment, mitigation and reporting. As a
result, responsibilities for risk management are not clear and different
approaches to risk management have been adopted within the City.

Partially

implemented

A formal risk management process should be developed to standardize enterprise risk
management (ERM) processes in the City. The ERM process encompasses risk identification,
assessment, mitigation and reporting processes to ensure that significant risks are managed
effectively. When reporting on implementation progress, the criteria within Attachment 1 should
be referenced. Attachment 2 illustrates the ISO 31000 risk management process which is a
component of CSA 31000 which is Canada’s national standard for risk management.

Original Management Response

We agree. Management’s view is the capacity to understand risk begins with a clear
understanding about the services, work processes and projects staff are responsible for
delivering. Starting in 2017, an enterprise-wide process and related technology applications will
be introduced to facilitate the creation of a “common language” describing the corporation’s
programs and services. In parallel, Greater Sudbury’s participation in the Municipal
Benchmarking Network Canada will provide important contextual data to help identify both the
factors that influence performance and, where Greater Sudbury may be an “outlier”, prompt
consideration of whether some change may be needed. These will inform the Executive
Leadership Team’s judgment in discussions designed to identify and assess risks, which are
anticipated to occur as part of the annual business planning process.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

A formal ERM process is well developed at this point and meetings with Executive Leadership
Team and Directors have taken place to introduce the concept, tools and scope. The framework
and tool are aligned with measurements of risk in our new Asset Management Policy and
related Capital Budget prioritization tool. The AG has attended Executive Leadership Team,
presented the approach and delivered an initial enterprise level risk register for review by ELT
based on feedback from ELT and Directors.

Observation 3

Other than legal risks, Council does not receive an annual report on the
major risks faced by the City, how they are currently being managed and Partially
what steps, if any, are recommended to further mitigate them. implemented
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To complement the periodic reports to Council on significant legal matters, an annual report on
non-legal risks should be prepared for Council in conjunction with the annual budget and
business plans.

Original Management Response

We agree. Discussions about major risks are likely most effective at the start of the annual
business planning process. Beginning in 2018, staff will incorporate the recommended report
into a meeting about 2019 budget directions.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

A summary was included in the 2019 budget directions and staff continue to work with the AG
on reporting relating to the enterprise risk registry. This will be a great asset to assist with
upcoming strategic planning with a newly elected Council.

Observation 4

The City has a moderate level of readiness to implement ERM processes
as members of the Executive Leadership Team are already employing Partially
various risk management techniques within their daily management
activities.

implemented

An implementation plan that is tailored to the readiness of the City to adopt standardized risk
management processes and to integrate them with other management processes should be
developed.

Original Management Response

We agree. The recommended policy will be developed and presented to Council by the Chief
Administrative Officer for approval before the end of the third quarter.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

The work to date is on track to meet or exceed this deadline for a presentation of our approach
and initial outcomes for Council.
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Re: Value-For-Money Audit Paramedic Services

Audit Report released May 2017
Original # of Observations 2
# of Action Plans Previously Completed 0
# of Action Plans Now Closed 1
# of Action Plans on Next Follow Up 1

Status as of May 31, 2018 On Schedule

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Emergency Services) Status

Observation 3

Paramedic Services currently operates from 11 stations, eight of which
are cohabitated with Fire services. Condition assessments prepared by
CCl in 2013 and 2014 indicate that maintenance programs over the last
20 years have not kept up with the pace of deterioration in the City’s
stations which on average are over 40 years old. Some maintenance was
also postponed pending the outcome of the optimization project that was
recently completed.

Partially

Implemented

Coordinate with facilities maintenance and finance staff to develop a multi-year program to
catch up on essential station maintenance that has been deferred.

Original Management Response

We concur with the Auditor General’s recommendation.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Community Safety are coordinating with facilities staff in carryout building condition
assessments and air quality assessments to assist in developing a prioritized plan to catch up
on building maintenance requirements.
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Observation 4

The Division’s senior staff, operational support staff and administrative staff presently operate
from the Lionel E. Lalonde Centre in Azilda.

At least 4,000 hours are incurred annually driving ambulances between the
City and Azilda where operational staff control the medical supplies and
relIstock the ambulances. Relocating the Division to the City core would
result in operational efficiencies that may outweigh the costs for the
relocation.

Substantially
complete

Prepare a business case to determine if the benefits exceed the costs for relocating the Division
to the City Core, including the eligibility for 50% cost sharing with MOHLTC.

Original Management Response

The 4,000 hours are accumulated by the majority of paramedics starting and ending their shifts
at the Lionel E. Lalonde Centre located in Azilda outside of the core deployment response area.
Relocating Headquarters to a more centralized location would increase deployment and realize
additional significant efficiencies. We would be amenable to preparing a business case that
would demonstrate value for money and operational effectiveness by investing in a central
headquarters that not only benefit the delivery of Paramedic Services but also all of Fire

and Paramedic Services.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Paramedic Services submitted a business case to develop a new Headquarters for Community
Safety located in the city core as part of the 2018 Capital Budget. Council did not support this
business case.
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Re: Value-For-Money Audit Fire Services

Audit Report released May 2017
Original # of Observations 3
# of Action Plans Previously Completed 0
# of Action Plans Now Closed 0
# of Action Plans on Next Follow Up 3

Status as of May 31, 2018 In progress

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Emergency Services) Status

Observation 1

The GSFS presently operates with 95 career firefighters that are assigned
to the Van Horne, Minnow Lake, Leon Avenue and Long Lake Stations. Partially
The Val Therese composite station has 9 career firefighters and 18 complete
volunteers. Nineteen other stations operate across the City with 10 to 20
volunteers each.

The City’s By-Law 2014-84 establishes and regulates the GSFS but does not set out service
level standards to allow management, Council and the public to assess the performance of the
City’s firefighting services. Most fire services use the standards of the National Fire Protection
Association to measure performance.

Significant risks that associated with the GSFS’ firefighting service arise from the number and
location of fire stations and number and mix of firefighters presently assigned to each station.

In 2016, the GSFS conducted a review of risks to people and property in response to IBI’s
comprehensive review of fire services that identified potential gaps in the existing response
capacity of the GSFS outside of the City core. The potential gaps relate to the number and
location of stations outside the City core and the level and type of staff in each station. Our
review of service levels indicated that 45% of the responses to fire calls from the volunteer
stations in 2016 took greater than 9 minutes while 24% of the responses took less than 6
minutes. This compares to 16% and 67% in the City core.

Our review of the skill sets of staff identified gaps in the GSFS’ capabilities for technical rescue
such as auto extrication, ice and water rescue, confined space, trench and hazardous material
(HAZMAT). The depth of expertise in technical rescue currently varies from one community to
the next and is not commensurate with the community risk profiles. Staff currently only has an
awareness level for HAZMAT response which is insufficient for communities with a large
industrial economy and major networks of railways and roads.

Status Report on Previous Audit Observations & Action Plans 2018 Page 25

29 of 54



Our assessment of the participation rates of volunteer staff in training programs and response
rates to fire calls identified significant concerns. The response rates per volunteer in training
indicated that the average rate of participation was only 37 percent.

In 2013, the City agreed to pilot the 24-7 hour shift for its career firefighters. We noted that the
City has not yet evaluated the effectiveness or efficiency of this shift. Our audit identified risks to
both staff and the public from the adoption of this shift as well as concerns about its efficiency
between 2300 hours and 0700 hours when the volume of fire calls is significantly lower.

Recommendations:
i.  Establish reasonable and attainable service level targets for responding to fire calls,
formalize them within the Establishing and Regulating Fire Services By-law,
communicate them to the public and report annually to Council on them;

i. Prepare a business case for specialized training and equipment to bolster the GSFS’
technical rescue capability as well as HAZMAT response capability;

ii.  Establish minimum participation rates of 65% for volunteers for training to improve their
effectiveness;

iv.  Develop revised fire call response protocols and provide improved communications tools
to facilitate improvements to call response rates for volunteer staff;

v.  Establish minimum call response rates of 50% for volunteers to improve their reliability
and effectiveness; and

vi.  Continue to pilot the 24-7 shift and, in conjunction with staff from Human Resources and
Organizational Development, assess its costs and benefits relative to other shifts.

Original Management Response

We concur with the Auditor General’s (AG’s) findings. It should be noted regarding the 24 hour
shift recommendation that the fulltime fire firefighters association and fire administration are
subject to interest arbitration as per the provisions of the Fire Protection and Prevention Act and
as such it would not be prudent to comment on this recommendation.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

i.  The Community Safety Department is continuing to develop for implementation a suit of
department business analytics both Fire and Paramedics Services based upon current
service levels and regulatory requirements that will provide both situational awareness
and performance monitoring capabilities through a set of dashboard metrics and analytic
tools. These analytics should be in place by 3" quarter of 2018. In addition, the Ministry
of Community Safety and Correctional Services has adopted Public Reporting
regulations that will come into force on January 1, 2020 that mandates specific
performance reporting for the fire service. A report on the current enabling by-law and
service levels will be developed and presented to the Emergency Services Committee
by 3™ quarter 2018. Any additional resources required to meet regulatory requirements
will be identified at that time as well as in the budget for 2019.
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ii. Any additional training or equipment required to meet regulatory requirements will be
identified following the establishment of service level metrics in Q3 of 2018.

i. “The City negotiated a minimum training attendance rate of 1 weekly training night per
month or 12 per year as part of the 2017-2019 collective agreement with CLAC Local
920 for volunteers. The adequacy of this rate will be reassessed relative to the new
regulatory requirements for training that are being phased in commencing July 2019.

iv.  The Fire Service is reviewing fire call response protocols and will make changes in an
effort to optimize service levels within current approved budgets. The Fire Service
continues to review our communications and paging systems in order to identify
opportunities for improvements.

V. The City negotiated a minimum 25% attendance rate for incidents as part of the 2017-
2019 collective agreement with CLAC Local 920. The adequacy of this rate will be
reassessed following the establishment of service level metrics in Q3 of 2018.

vi.  The interest arbitration award that the City received last August imbeds the 24 hour shift
into the agreement.

Observation 2

The GSFS has operated 24 stations across the City with few changes for
the last 16 years since amalgamation. Condition assessments prepared by
CCl in 2013 and 2014 indicate that maintenance programs and budgets
have not kept up with the pace of deterioration in the City’s stations which
on average are over 40 years old. Our analysis indicated that essential
station maintenance has been deferred over the last several years due to
budget constraints as well as recommendations to rationalize the number of stations from IBI's
comprehensive fire services review. Our analysis indicates that budgets for fleet have also not
kept pace with the annual cost increases for front line vehicles which include pumpers, aerials,
bush trucks and other rescue equipment.

Partially

complete

Research on fire master plans and fire location studies indicated that residents and property
owners would very likely benefit from a modest relocations of the stations when they reach the
end of their useful lives. Research also indicated that the most effective locations for
replacement stations can be determined by modeling techniques which examine actual fire call
volumes. Modeling techniques also show the potential benefits to response times that can be
achieved by placing stations in alternative locations.

Recommendations:
a) Coordinate with facilities and finance staff to develop a program for essential station
maintenance;
b) Prepare a business case for a fire station location study to effectively plan for the
replacement of stations that are approaching the end of their useful service lives; and

Status Report on Previous Audit Observations & Action Plans 2018 Page 27

31 of 54



c) Where budgets are insufficient to maintain existing service levels, prepare a business
case for the replacement of front-line equipment that has reached or is about to reach
the end of its useful service life.

Original Management Response

We concur with the Auditor General’s observations.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

a) The coordination with facilities and finance is currently underway as we await the follow-
up on building condition assessments including designated substance assessments and
air quality testing that will help determine a longer term plan to replace, renew and repair
those stations based on priority needs.

b) As above
c) The business case for equipment that was tabled as part of the 2018 budget was not

approved by Council. The requirements for equipment will be revisited in conjunction
with the development of a long- term capital plan.

Observation 3

Prevention, Training and Support section provides prevention, training,
mechanical, business improvement, and administrative services and had a Partially
$4.5 million budget for 2017. It includes the Chief Mechanical Officer, Chief complete
Prevention Officer, Chief Training Officer, two Training Officers as well as 8
technical and 4 administrative staff.

Section 2 of the FPPA states that, "every municipality shall, establish a program in the
municipality which must include public education with respect to fire safety and certain
components of fire prevention. Our analysis also indicates that the number Public Safety Fire
Educators is insufficient for a municipality of our size.

One additional Fire Education Officer is required to provide sufficient coverage across the
broader City.

Our audit analysis also indicated that the current complement of training staff is insufficient to
develop and deliver an adequate firefighter training program that responds adequately to
significant risks that stem from the City’s unique geography and industrial properties. An
additional trainer is required to provide technical rescue and Hazmat response training. Another
trainer is required to help develop and deliver a more robust training program to the volunteers.

Administrative staff monitor overtime for the GSFS which has averaged $640K over the last 4
years and is comparable with most of our peer municipalities. Our analysis indicates that
overtime costs for career firefighters account for approximately 76% percent of the total
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overtime for the GSFS. The amount of overtime incurred annually for career firefighters is
directly impacted by the timing of retirements and vacation of existing Value for Money Audit of
the Operations of the Greater Sudbury Fire Services staff, timing of new staff hires and the size
of each platoon of firefighters which is currently specified within the collective bargaining
agreement. We also noted that overtime costs were 1.5 times higher than average in 2015

as a result of the hiring freeze during the P6M project. Over the last 4 years, monthly overtime
costs averaged $30K for the first half of the year and $50K for the second half.

Recommendations:

1. Prepare a business case for an additional Fire Prevention Officer and Public Safety Officer
to ensure compliance with the FPPA;

2. Prepare a business case for two additional training officers to ensure all firefighters are
trained and able to participate in a meaningful way that best serves the needs and
circumstances of the community;

3. Revise the timing of the annual recruitment of career firefighters to Q1 to ensure that new
recruits are available to work when the peak vacation period begins in Q3.

Original Management Response

We concur with the AG’s findings and, if warranted, will provide business cases for Council’s
consideration for the 2018 budget.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

1. A business case submitted for additional Fire Prevention Officers was not supported by the
Council in 2018. Resource requirements will be reviewed annually to ensure continued
compliance with regulations.

2. As above.
3. Career retirements are being reviewed to determine potential over compliment staffing

needs. The timing of hiring of new staff will be reviewed as well to ensure we are properly
managing our OT costs.
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Re: Performance Audit of Capital Budgeting Process

Audit Report released Oct 2017
Original # of Observations 2
# of Action Plans Previously Completed 0
# of Action Plans Now Closed 0
# of Action Plans on Next Follow Up 2

Status as of May 31, 2018 On Schedule

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Corporate Services) Status

Observation 1

During the annual capital budgeting process, insufficient funding is
allocated to the capital envelopes to maintain the City’s tangible capital Partially
assets which have an estimated replacement cost of $7.2 billion. Funding Implemented
levels for the reserves also do not cover the replacement costs of these
assets. As a result, the City will be required to issue debt or employ
alternative financing techniques to replace its aging tangible capital assets which have
deteriorated significantly over the years. Unless steps are taken to extend their lives, over 40%
of these assets will be approaching the end of their useful service lives over the next 10 years.

According to KPMG, an estimated infrastructure funding gap of $3.1 billion will exist by 2026.
Approximately $1.9 billion is required to replace the tangible capital assets that are presently
operating beyond their useful lives and an additional $1.2 billion of investment will be needed by
2026. To address these gaps, KPMG recommended that the City implement a 2% special levy,
rationalize its service levels and tangible capital assets and use debt to finance major capital
projects.

Our audit indicated that the funding gap has been growing for some time because of insufficient
funding of annual capital budgets relative to current levels of service. Despite periodic as well as
small annual increases to capital budgets, the City’s tangible capital assets have continued to
age and deteriorate to the point that higher taxes and debt are likely required to maintain the
City’s current level of services.

Our analysis indicated that raising taxes via a special annual levy is unlikely to raise sufficient
funds to meet the $3.1 billion of infrastructure funds that KPMG projected would be required by
2026. As shown below, less than one tenth of the required funds would be raised by a 2%
annual special levy. Given the size of this funding gap, raising taxes and issuing debt or
employing alternative financing techniques such as public private partnerships to replace the
City’s aging assets will not resolve this growing problem on their own.
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Special Levy | 10 Years 20 Years 30 Years 40 Years

2% 0.30 billion 1.28 billion 3.17 billion 6.28 billion

Unless the City experiences significant growth in the future or receives significant funding
assistance from the upper tiers of government, it will be unable to replace all its tangible capital
assets at the end their useful service lives. To ensure financial sustainability, steps must be
taken to develop formal asset management programs, rationalize capital assets and service
levels, and shift funding from operating to capital budgets. These steps will align the annual
capital budgeting process with the long-term financial plan and asset management plan.

Recommendations:

1. Continue to seek additional funding from upper tiers of government to address the City’s
infrastructure funding requirements;

2. Continue to move forward with plans to develop a financially sustainable asset management
program to rationalize the City’s tangible capital assets and manage their lifecycle costs more
effectively;

3. Identify options to increase the capital budget to help address the $3.1 billion of infrastructure
funding requirements that were identified by KPMG in the City’s asset management plan;

4. Initiate a core service and service level review program to rationalize service levels to allow
funding to be directed from operating budgets to capital budgets;

5. Examine the potential merits of using alternative financing strategies such as public private
partnerships when planning for the replacement of the City’s aging tangible capital assets; and

6. Require business cases to be prepared for all new infrastructure projects to demonstrate their
need as well as their affordability within the long-term financial plan.

Original Management Response

City management and staff understand the pressures facing the City of Greater Sudbury and its
capital infrastructure funding requirements since the first long term financial plan completed in
2002. It is important to note that all municipalities are experiencing the same pressure with its
capital infrastructure. For example, the President of the Association of Municipalities of Ontario
has been quoted relating to understanding Canada’s municipal infrastructure deficit by saying:

“The infrastructure underinvestment problem has emerged over the last two decades. In
the early 1990s, the federal government transferred a significant portion of its operating
deficit to provinces and territories by drastically cutting funding transfers. In Ontario, in
turn, the provincial government downloaded part of its operating deficit to municipalities
by downloading costs for programs such as welfare, social housing, ambulance services
and 5,000 kilometers of provincial highways and related bridges. The results are clear.
Federal and Provincial historical budget deficits have been transformed into a municipal
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infrastructure deficit. As a result of the massive shift in financial responsibilities,
municipalities have had to increase taxes year after year, reduce services in the
community, and defer infrastructure rehabilitation to later in its lifecycle.”

Staff has presented options for past and current Councils for a special capital levy during the
annual budget process. As stated by the Auditor General, past City Councils have approved a
special levy to improve the capital budget during the years of 2005, 2006, 2007, 2008 and 2012
which have been partially offset by permanent reductions in years 2010 and 2015.

In addition, staff agrees with the recommendations from KPMG within the Asset Management
Plan that was presented to City Council in December 2016. The recommendations include the
following:

a) Establishing service levels that consider employment of assets beyond the end of their useful
lives

b) A multi-year program of affordable tax increases (e.g. 2%) that would be restricted to capital
(special capital levy)

c) The increased use of debt for the financing of major capital projects

d) The realignment of the City’s capital envelopes to ensure appropriate balancing

e) A focus on asset rationalization

f) Service rationalizations

These recommendations will be reviewed by staff and presented to Council(s) for consideration
of any changes to service levels, use of debt financing (such as for the large projects) as well as
special capital levy to improve the infrastructure requirements. Also, staff is preparing a revised
Capital Budget Policy which will have one capital envelope that will be used to fund capital
projects based on ranking of certain criteria/ranking system. This will ensure that the capital
funds are allocated to the capital projects with highest priority for the overall City as opposed to
by department/division. This new Capital Budget Policy will also include recommendations from
the Asset Management Coordinator, which was a new position that City Council approved
during the 2017 Budget.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

The first draft of the new Capital Budget Policy will be presented to the Executive Leadership
Team (ELT) on June 21, 2018. Based on feedback from ELT, the Policy will be updated and
presented to Council in early fall. Consistent with previous years, the consideration of a capital
levy was provided in the 2018 Budget.
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Observation 2

The current capital budgeting process employs capital envelopes to
allocate funding to program areas and requires individual departments to Partially
prioritize their capital projects each year. While some departments, such Implemented
as roads, employ sophisticated methodologies to prioritize capital
projects, important projects are deferred every year as the envelopes are
not sufficiently funded and an enterprise-wide approach is not used to
prioritize these projects.

Finance staff has identified the need to change the capital budget policy and is working towards
the development of a new capital budget approach that would evaluate projects using common
criteria that align with the City’s corporate strategic plan and enterprise risk management
program. Our review of best practice literature from the Association of Municipalities of Ontario
and the Federation of Canadian Municipalities indicates that this change would be prudent as it
would support a move to more financially sustainable infrastructure.

Recommendations:

Discontinue the capital envelope system in 2019 and adopt a funding model that is similar to the
one shown at Attachment 1 which would allow funding to be directed to capital projects which
align with strategic and operational plans, facilitate the delivery of core services, and address
significant risks.

Original Management Response

Currently, each department has a different priority setting approach/criteria due to the unique
nature of capital assets in their respective area. The existing Capital Budget Policy authorizes
an amount to each department and then each department Management decides on the
prioritization of required capital projects based on available capital funding.

Staff has identified that a change should be implemented with respect to the capital budget and
envelope system. Staff is proceeding with updating the capital budget policy along with
establishment of an appropriate criteria and ranking system to prioritize all capital projects with
funding from the overall capital envelopes.

Meetings have been held during 2017 with each department (Growth and Infrastructure,
Community Development, and Community Safety) that included Executive Leadership Team
members, Directors and Managers to discuss and obtain their feedback for these principles
along with possible criteria that should be considered to properly evaluate each capital project.
As departments have unique nature of capital assets, additional criteria may relate to one
section than another (ie. specific legislation).

As a result of staff's progress on changing the policy and capital envelope system, staff
requested the Auditor General to provide his opinion of possible ranking criteria for us to
consider. Staff prepared a preliminary listing of criteria along with possible system of ranking
and this was provided to the Auditor General as part of his review. However, the criteria are a
work in progress which has not been approved by the Executive Leadership Team until all
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concerns are considered for respective capital projects (ie. health and safety, legislation, asset
condition/beyond useful life, resident enjoyment, economic development, etc) from meetings
with departments. Staff will work with the Auditor General on our process moving forward.

The overall goal is to have a new capital budget policy along with approved criteria with an
appropriate ranking system for use in the 2019 Budget. Staff will continue to work and refine
criteria to ensure each asset class evaluated properly relative to other asset classes to
determine which is in the greatest need of rehabilitation. This will ensure that the City will
properly assess and invest in the capital projects with the highest priority and importance for the
overall City and its residents.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

Staff have developed and vetted through the Business Leadership Group, a priority ranking tool
for capital budgeting in an attempt to ensure that investments are made in capital assets that
receive the highest priority rankings.

The priority ranking tool will be used for the 2019 Capital Budget.
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Re: Performance Audit of Facilities Management

Audit Report released May 2018
Original # of Observations 3
# of Action Plans Previously Completed 0
# of Action Plans Now Closed 0
# of Action Plans on Next Follow Up 3

Status as of May 31, 2018 On Schedule

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Corporate Services) Status

Observation 1

The Asset Management Plan (AMP) prepared in November 2016 pointed
out that the City has ageing infrastructure with estimated replacement [EENEESTNSE T
costs of $7.2 billion including $3.1 billion which is operating beyond or near Action Taken
the end of its useful life. According to KPMG, approximately 43% of the
City's facilities are now either at or near the end of their useful lives and
will require an investment of approximately $325 million to replace within the next 10 years
unless the City rationalizes its facilities and service levels or takes significant steps to extend
their useful lives.

The report entitled “Asset Management Strategy” that was presented to Council in October 2017
identifies the City’s legislated requirement to prepare an asset management plan and sets out
the steps that will be taken to prepare an asset management strategy. A draft enterprise asset
management policy was also recently developed to address the risk of failure of the City’s
ageing infrastructure assets. Once staff obtain condition assessments for all City facilities, they
can finalize the asset management strategy. Until the strategy is complete, however, the
service level, cost and risk implications associated with the City’s ageing facilities and other
infrastructure will remain unclear.

Recommendations

To ensure the corporate strategic goal of sustainable infrastructure can be met, it is
recommended that staff move forward expeditiously with the development of the asset
management strategy and provide Council with annual updates on how the service levels, costs
and risks associated with the City’s ageing facilities and other infrastructure are being managed.

Original Management Response: Agreed

e Staff has advised Council that the City is moving forward with the production of
comprehensive asset management plans that will have defined service levels, asset
condition data and risk considerations.

Status Report on Previous Audit Observations & Action Plans 2018 Page 35

39 of 54



e Staff has outlined the new legislative requirements and deadlines for asset management in
a report to the Finance Committee on April 17, 2018. Included in this report is the City’s
completed Asset Management Policy. The deadline for completion of this policy is July 1,
2019. The City is well ahead of schedule.

e Staff will continue to work towards meeting and/or exceeding the legislated deadlines while

ensuring Council is kept apprised of the status of this work and any implications resulting
from it.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

In progress

Observation 2

While recent steps have been taken to improve the coordination of
maintenance services within the Assets & Fleet Services Section of the
Corporate Services Division, many of the responsibilities for maintaining
the City’s facilities continue to be dispersed between various operational
departments. This service delivery model which includes both centralized
and decentralized functions presents the following risks:

Partially

Implemented

e Lack of integration increases the risk of completing work that extends the life of individual
building components past the residual life of the buildings/structures;

e Lack of expertise in managing facility maintenance requests initiated by operating
departmental managers with authority over operating budgets; and

e Missed opportunities to build internal capacity and to achieve economies of scale for
maintenance work that may currently be outsourced.

Recommendations

Consider establishing a matrix reporting relationship between operational department heads
and the Director of Assets & Fleet to ensure that effective communication and coordination
occurs for asset maintenance and management initiatives.

Original Management Response: Agreed

e Management has adopted an approach which will, over time, centralize the management of
facilities in Corporate Services. Staff favour and have created a structure which has a single
point of accountability for delivery of each city service, including those services such as
facilities and fleet management with a business partnership approach within the operational
departments. The risks you have identified will be minimized over time with an evolution to
centralized facilities management which respects the continuity of services and operational
realities.

Status Report on Previous Audit Observations & Action Plans 2018 Page 36

40 of 54



The Facilities Management section implemented a formal work management system in
2016, which has enabled the section to exploit scheduled preventative maintenance on
facility assets thereby reducing reactive and often more costly repairs. The use of this work
management system could be expanded to include other facilities across City of Greater
Sudbury (C.G.S).

In the past, Leisure Services staff has maintained libraries and museums in the City. In
December of 2017, the Facilities Management section accepted responsibility for the
maintenance of 3 libraries and 2 museums. This revision has allowed staff to further expand
the use of internal skilled labour and expertise to prevent costly repairs and minimize
downtime of facility assets. This expertise will also allow the City to benefit from lower costs
over the long term as proper maintenance treatments are provided for in a timely manner.

The Capital projects section currently assists Citizen and Leisure services in designing and
delivering the facility portion of their capital program. The Capital projects section can add
value and efficiency to other departmental facilities via the knowledge of buildings systems,
and ensuring high quality work through a consistent approach.

The Asset Management Coordinator that was authorized by Council for the 2017 budget will
be assisting all departments in designing, developing and delivering on formal asset
management plans that will assist in ensuring capital dollars are allocated to the highest
priority projects identified in the capital budgeting process.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

In progress

Observation 3

The Facilities Management section employs skilled tradespersons in
electrical, plumbing and HVAC (heating, ventilation and air conditioning). No Substantial
These tradespersons have been utilized amongst the most sophisticated Action Taken
equipment that C.G.S. owns and operates. The attention to and
familiarity with these systems has led to a reduction in overall cost of
ownership and reduced downtime.

Notwithstanding the above achievements, our analysis indicated that the City spent almost $1.4
million in 2017 compared to $522K in 2016 on contractors that provide specialized facilities
maintenance services including electrical, plumbing, millwright and HVAC services. With such a
large increase in the annual volume of work being contracted out and so many facilities that will
be approaching the end of their useful service lives in the next ten years, opportunities may

exist to perform additional work in-house using skilled trades people.
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Recommendation

Prepare a business case to examine the opportunity to create additional specialized facilities
maintenance positions to reduce the City’s reliance on contractors.

Original Management Response: Agreed

e The Assets and Fleet section will work with operating departments to convert contract
services budgets and expenditures to internal skilled labour where possible. Business
cases will be produced where and when it would be advantageous to the City.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

In progress
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Re: Governance Audit of the Greater Sudbury Housing Corporation

Audit Report released May 2018
Original # of Observations 6
# of Action Plans Previously Completed 0
# of Action Plans Now Closed 0
# of Action Plans on Next Follow Up 6

Status as of May 31, 2018 On Schedule

Observation and Summary of Progress Self-assessed
(Based on Self-Assessment conducted by Corporate Services) Status

Observation 1

The Shareholder Declaration & Operating Framework is dated and

requires formal review and updating. No Substantial
Action Taken

Recommendation

The City should review and update the Shareholder Declaration & Operating Framework to
ensure there is a shared understanding of the respective roles, responsibilities and authorities of
the GSHC and the City. The position of General Manager, Economic Development and
Planning Services should be revised to General Manager, Community Development.

Original Management Response: Agreed

CGS will look at best practices in the industry and make recommendations to the Community
Services Committee on any proposed changes.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

No substantial action taken yet.

Observation 2

The City’s orientation process for new and returning City Councillors does
not provide sufficient content with regard to the role of the GSHC or No Substantial
sufficient context with respect to the role and obligations of Councillors Action Taken
participating on the GSHC Board.
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Recommendation

The City’s Orientation processes for Councillors should be updated to increase the content
related to the GSHC and to focus on the general role and obligations of Councillors when acting
as Board members of the GSHC.

Original Management Response: Agreed

At a Corporate Strategic Planning session held in January 2018, discussion took place
regarding the content of Councillor Orientation and areas for improvement. External Boards
will be given additional consideration with respect to orientation.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

No substantial action taken yet.

Observation 3

The GSHC'’s orientation process for new Board members does not
provide sufficient context with respect to the duties and obligations of No Substantial
Councillors as Board members, in particular, the potential conflict Action Taken
between the interests of a Councillor as a representative of the City and
as a member of the GSHC Board.

Recommendation

The GSHC’s Board Orientation process should be updated to focus on the general role and
obligations of Councillors when acting as Board members of the GSHC.

Original Management Response: Agreed

The GSHC accepts the findings and will work with City staff to implement the recommendations.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

No substantial action taken yet.
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Observation 4a

The monthly reporting package to the GSHC Board provides significant
information but a formal, comprehensive Performance Management No Substantial
Framework — including specific Key Performance Indicators (KPI) — is not
in place.

Action Taken

Recommendation

To improve their alignment the GSHC should consider developing a formal Performance
Management Framework that incorporates Key Performance Indicators and use it when
reporting to the Board.

Original Management Response: Agreed

The GSHC accepts the findings and will work with City staff to implement the recommendations.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

No substantial action taken yet.

Observation 4b

Neither the City’s oversight process nor the performance monitoring practice
include a review of the GSHC’s strategic plan and related initiatives to ensure No Substantial
they align with the GSHC’s obligations and authorities as set out in the Action Taken
Operating Framework.

Recommendation

The performance monitoring practices of the Board should include a review of the GSHC’s strategic
plan and related initiatives to ensure they align with the GSHC’s obligations and authorities as set
out in the Service Agreement.

Original Management Response: Agreed

The City will review the alignment of the GSHC Strategic Plan as it relates to the CGS Strategic
Plan and the Provincial Service Agreement.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

No substantial action taken yet.
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Observation 5

The governance audit of the GSHC was performed to evaluate the _
effectiveness of the design of oversight structures and processes and was No Substantial
not intended to assess whether the oversight processes are operating as Action Taken
designed.

Recommendation

An operational review is recommended to be undertaken. This review would allow the City’s
Manager of Housing Services, in consultation with the General Manager of Community
Development, to evaluate the effectiveness of the current oversight structure and processes and
to recommend changes to better align the strategic objectives, initiatives and budgets of the
GSHC with the City’s objectives and plans.

Original Management Response: Agreed

The GSHC accepts the findings and will work with City staff to implement the recommendations.

The CGS has begun the procurement process of hiring a third party to complete an operational
review of Greater Sudbury Housing Corporation. The operational review will assess the
oversight processes, and evaluate the effectiveness of the current organizational structure and
reporting relationship.

Actions Taken, Results and /or Actions Planned - As of May 31, 2018

No substantial action taken yet.

Status Report on Previous Audit Observations & Action Plans 2018 Page 42

46 of 54



O Sudbiiry

Presented To: Audit Committee

Request for Decision Presented: Tuesday, Jul 10, 2018
. . . Report Date = Wednesday, Jun 27,
Performance Audit of Purchasing Services P 2018 Y
Type: Managers' Reports

Resolution ]
Signed By
THAT the City of Greater Sudbury approves the

recommendations as outlined in the report entitled "Performance
Audit of Purchasing Services" from the Auditor General, Auditor General

. . . Ron Foster
presented at the Audit Committee meeting on July 10, 2018. Auditor General

Digitally Signed Jun 27, 18

Relationship to the Strategic Plan / Health Impact
Assessment

Completing audits supports responsive, fiscally prudent, open governance.

Report Summary

Significant progress has been made to address the recommendations from our previous audit in 2014.
Standing Offers have been established, and multi-year contracts have been recorded to enable purchasing
initiatives to be better planned. A more cost effective procurement card program has been established and a
customer service model has been adopted to improve service levels within each division.

In spite of these improvements, this audit identified a need for further revisions to purchasing processes to
improve value for money. While customers are generally satisfied with the services provided by the
Purchasing Section, they are concerned about the timeliness of Tenders, Requests for Proposals, and
Requests for Pre-Qualifications as well as the value of these processes. Opportunities were identified to
refine the City’s procurement processes to improve their flexibility to allow for negotiation with vendors,
more timely procurement and greater participation by bidders.

Financial Implications

No direct implications.
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SUMMARY

Objectives

The objective of this audit was to assess the extent of regard for efficiency, effectiveness and economy within the
Purchasing Services Section of the Finance, Assets and Fleet Division.

Scope
The scope of the audit includes activities from January 1, 2015 to December 31, 2017.
Background

The Purchasing Services Section plans, develops, and coordinates the City’s procurement activities and facilitates
compliance with the City’s Purchasing By-law which mandates fair, open, transparent, competitive and economical
purchasing. In 2017, the Section had 7 full-time equivalent staff, revenues and recoveries of $566K, expenses of $915K
and net expenses of $349K.

Report Highlights

Significant progress has been made to address the recommendations from our previous audit in 2014. Standing Offers
have been established and multi-year contracts have been recorded to enable purchasing initiatives to be better
planned. A more cost effective procurement card program has been established and a customer service model has
been adopted to improve service levels within each division of the City.

In spite of these improvements, this audit identified a need for further revisions to purchasing processes to improve
value for money. While customers are generally satisfied with the services provided by the Purchasing Services
Section, they are concerned about the timeliness of Tenders, Requests for Proposals (RFPs), and Requests for Pre-
Qualifications as well as the value of these processes. As a result, we recommended a number of changes to the
Purchasing Bylaw and policies to improve the efficiency, effectiveness and economy of the largest purchases which
account for approximately 75% of the value of annual competitive purchases which are processed by the Purchasing
Services Section.

Audit Standards

We conducted our audit in accordance with Generally Accepted Government Auditing Standards (GAGAS). Those
standards require that we adequately plan for the audit; properly supervise audit staff; obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions; and prepare audit documentation related to
the planning, conducting, and reporting for each audit.

We believe that the evidence obtained provides a reasonable basis for our findings and conclusions based on our audit.
For further information regarding this report, please contact Ron Foster at extension 4402 or via email at
ron.foster@greatersudbury.ca
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OBSERVATIONS AND ACTION PLANS

Purchasing Limits and Volumes

The City’s purchasing limits provide controls over the authorization of purchases but also impose significant workloads
on Purchasing staff. Benchmarking with our municipal peers such as Thunder Bay, Windsor and London identified an
opportunity to improve the efficiency of purchasing transactions. Revising the limits and reducing the number of
qguotes required for lower dollar purchases would allow highly skilled buyers to spend more time planning and assisting
operational staff with requests for tenders (RFTs) and requests for proposals (RFPs) for purchases of $25,000 or more
which accounted for approximately 75% of the value of purchases but just 10% of the volume of purchase orders
processed in 2016 and 2017.

Purchase Orders by 2016 PO | 2017 PO | 2016 2017 2016 PO 2017 PO 2016 % | 2017
Size excluding Change | Volume | Volume | PO % PO % S ) %
Orders

Less than $2,000 504 289 22.9 14.3 459,781 267,268 1.1 0.6
$2,000 to $9,999 1177 1225 53.5 60.3 5,622,283 5,796,813 12.8 13.9
$10,000 to $24,999 302 301 13.7 14.8 4,446,064 4,450,087 10.1 10.7
$25,000 to $49,999 137 128 6.2 6.3 4,749,322 4,642,300 10.8 11.1
$50,000 to $99,999 33 37 15 1.8 2,198,606 2,451,454 5.0 5.9
Over $100,000 47 51 2.2 2.5 26,482,156 24,079,711 60.2 57.8
Total 2200 2031 100.0 100.0 43,958,212 41,687,633 | 100.0 100.0

Recommendations

To allow staff to plan large purchases more effectively, it is recommended that the Purchasing By-law and purchasing
thresholds be revised to the following levels which are similar to those in several of our municipal peers. To manage the
risks associated with decentralizing purchasing, it is also recommended that purchasing staff monitor annual spending
trends to ensure continued usage of standing offers for recurring purchases.

Purchasing Requirements Present Thresholds Suggested Thresholds
P card or purchase order Less than $2,000 Less than $5,000
Minimum of 1 quote $2,000 to $9,999 $5,000 to $24,999
Minimum of 3 quotes $10,000 to $49,999 $25,000 to $99,999
RFPs and Tenders $50,000 or more $100,000 or more

Management’s Response & Action Plan

Agree with the recommendation to change the current purchasing thresholds to address the large number of Purchase
Orders issued by the Purchasing Coordinators. A change to the purchasing limits would align with the Canadian Free
Trade Agreement and the Comprehensive Economic and Trade Agreement (CETA). Purchasing staff would have the
ability to concentrate on the larger S value procurements. Currently, the Purchasing By-law 2014-1 is being updated to
reflect trade agreement rules and future electronic bidding. To execute the suggested thresholds, the Purchasing By-law
2014-1 and the Purchasing Authority Policy would require updating to match spending authority.
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Procurement Planning

Purchasing staff track the status of contracts and standing offers within a contract database to assist with procurement
planning. Prior to the end of contracts, staff receives notifications that these contracts will be expiring. The notification
period varies with the size, complexity, anticipated procurement process and length of time for the last procurement
initiative. An examination of the notification periods for multi-year service contracts that were to be bid in the future
indicated that insufficient time continued to be provided for planning these major purchases.

The MBCAN benchmarking data for 2016 indicates the City lags its municipal peers in the number of bids received from
purchasing initiatives as well as the costs per $1,000 of centralized purchasing. The Purchasing Section’s efforts to
establish Standing Offers in the last couple years have, however, improved the percentage of goods and services that
are subject to central purchasing and will help the City to achieve greater economies of scale.

Key Performance Indicator London Thunder | Windsor ;::Ie);aeg: Aitel::ye Sudbury
2014to | Bay2014 | 2014to 2014 to 2014 tgo 2016
*
2016 to 2016 2016 2016 2016 Only
Average Number of Bids per Bid Call 3.9 3.2 5.2 4.1 4.7 3.5
Centralized Costs per $1,000 of Purchases $4.39 $6.20 $5.84 $5.48 $4.99 $6.69
Goods and Services Purchased Centrally 49.1% 59.9% 57.4% 55.5% 55.7% 61.9%

*Prior year’s data was not available

Analysis of the comments from bidders which opted to not participate in several major bidding opportunities in 2017
indicated that insufficient time was provided by the City for them to prepare their bids or to assemble the equipment
required to provide the services required. Analysis of all major tenders and RFPs issued by the City in 2016 to 2017 also
indicated that bidders were given insufficient time to prepare and submit their bids.

Year # of Largest Average Planned Size of Purchase Average Bidding Period Provided
Purchases

2016 55 $1.4 million 21.3 days

2017 56 $1.1 million 24.5 days

Recommendations

Purchasing staff should extend the bidding periods available within Tenders and RFPs to support more competitive and
economical purchasing. Adopting the minimum timelines within the new legislation will address this concern.

Management’s Response and Action Plan

Agreed. The minimum timelines for Tenders and RFPs are prescribed within the trade agreements. CETA timelines are
indicated within the agreement and when it is the CFTA, the timelines are indicated as a reasonable amount of time for
bidding purposes. Purchasing will review on a case by case basis and determine the optimal allowable time for bidding
purposes depending on the complexity and urgency of the requirement.

Requests for Proposals
In 2017, the Purchasing Services Section issued 80 Requests for Proposals (RFPs) for services with an annual value of

approximately $40 million. Analysis of the largest 9 RFPs indicated that staff had assigned a weighting of 20% to 40% to
price within the evaluation process for these initiatives. Our analysis of better practices in public procurement indicates
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that increasing the weight assigned to price to not less than 30% of the score in the bid evaluation process would
bolster the economy received by the City.

Recommendation

Price should receive not less than 30% of the weighting within the scoring criteria for RFPs to support more economical
purchasing. The Purchasing By-law should be updated to reflect this minimum requirement.

Management’s Response and Action Plan

Agreed. RFPs will have a minimum weighting of 30% for pricing within the scoring criteria. RFP Policies and Procedures
will be updated to reflect this change. Where an Operating Department requires a lower weighting, written approval
would be required from the ELT member.

Customer Satisfaction Survey

To assess the level of customer satisfaction with purchasing services, processes and tools, 36 surveys were issued
randomly to system users with delegation authority level 3 (up to $250,000) and 4 (up to $500,000). The 24 responses
received indicated that the average satisfaction level with the services provided by the Purchasing Services Section was
73 percent.

Survey participants rated the services as very good or good except for the quality of training support which was rated
lower. Several respondents were very appreciative of the management’s recent decision to assign specific purchasing
staff to support the divisions. Survey respondents identified a need for improvements to most of the existing
purchasing processes — except the standing offers which were recently established and seen to add value. Respondents
also identified opportunities to improve purchasing tools. Areas for improvement included:

e Length of time required to issue RPFs, Tenders and RSPQs;
e lack of flexibility to negotiate within the RFP process;
® Need to increase purchasing limits of directors to allow for more timely decisions; and

* Need to make greater use of prequalification process and standing offers.

Recommendation

It is recommended that steps be taken to review and respond to the areas for improvement identified in the survey to
improve the efficiency and effectiveness of the City’s purchasing processes. When revising processes, care needs to be
taken to establish efficient processes which continue to support economical and effective procurement within the City.

Management’s Response and Action Plan

Agreed. Upon approval of changes to the Purchasing By-law, increased thresholds, Purchasing Authority Policy updates,
and electronic bidding, Purchasing will provide training sessions where by attendance will need to be mandatory for all
staff with Purchasing Authority. Staff receiving the mandatory training will benefit from the new updates and have a
better understanding of how to administer their procurements with the best possible outcomes within compliance of the
Purchasing By-law and Trade Agreements. Training regarding the new updates will address benefits of a pre-
qualification process, existing Standing Offers and will increase the usage of these Standing Offers which are a more
efficient and effective way to purchase for their respective departments. The length of time to issue RFPs, RFTs, and
RSPQs should be reduced with the majority of the Requests for Quotations completed by the Divisional staff with
increased thresholds. Increasing purchasing limits for directors will require a change in the Purchasing By-law and the
Purchasing Authority Policy limits.
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Charter

WHEREAS Municipalities are governed by the Ontario Municipal Act, 2001;

AND WHEREAS the City of Greater Sudbury has established Vision, Mission and Values that give direc-
tion to staff and City Councillors;

AND WHEREAS City Council and its associated boards are guided by a Code of Ethics, as outlined
in Appendix B of the City of Greater Sudbury’s Procedure Bylaw, most recently updated in 2011;

AND WHEREAS the City of Greater Sudbury official motto is “Come, Let Us Build Together,”
and was chosen to celebrate our city’s diversity and inspire collective effort and inclusion;

THEREFORE BE IT RESOLVED THAT Council for the City of Greater Sudbury approves, adopts
and signs the following City of Greater Sudbury Charter to complement these guiding principles:

As Members of Council, we hereby acknowledge the privilege to be elected to the City of Greater
Sudbury Council for the 2014-2018 term of office. During this time, we pledge to always represent the
citizens and to work together always in the interest of the City of Greater Sudbury.

Accordingly, we commit to:
e Derform our roles, as defined in the Ontario Municipal Act (2001), the City’s bylaws and City policies;

*  Act with transparency, openness, accountability and dedication to our citizens,
consistent with the City’s Vision, Mission and Values and the City official motto;

*  Follow the Code of Ethical Conduct for Members of Council, and all City policies
that apply to Members of Council;

*  Act today in the interest of tomorrow, by being responsible stewards of the City,
including its finances, assets, services, public places, and the natural environment;

*  Manage the resources in our trust efficiently, prudently, responsibly and to the best of our ability;

*  Build a climate of trust, openness and transparency that sets a standard
for all the City’s goals and objectives;

*  Always act with respect for all Council and for all persons who come before us;

*  Ensure citizen engagement is encouraged and promoted;

*  Advocate for economic development, encouraging innovation, productivity and job creation;

* Inspire cultural growth by promoting sports, film, the arts, music, theatre and architectural excellence;

*  Respect our historical and natural heritage by protecting and preserving important buildings,
landmarks, landscapes, lakes and water bodies;

*  Promote unity through diversity as a characteristic of Greater Sudbury citizenship;
*  Become civic and regional leaders by encouraging the sharing of ideas, knowledge and experience;

*  Work towards achieving the best possible quality of life and standard of living
for all Greater Sudbury residents;

City of Greater Sudbury

53 of 54



Charte

de la Ville du Grand Sudbury

ATTENDU QUE les municipalités sont régies par la Loi de 2001 sur les municipalités (Ontario);

ATTENDU QUE la Ville du Grand Sudbury a élaboré une vision, une mission et des valeurs qui guident

le personnel et les conseillers municipaux;

ATTENDU QUE le Conseil municipal et ses conseils sont guidés par un code d’éthique, comme I'indique
I'annexe B du Reglement de procédure de la Ville du Grand Sudbury dont la derni¢re version date de 2011;

ATTENDU QUE la devise officielle de la Ville du Grand Sudbury, « Ensemble, batissons notre avenir », a été

choisie afin de célébrer la diversité de notre municipalité ainsi que d’inspirer un effort collectif et I'inclusion;

QU’IL SOIT RESOLU QUE le Conseil de la Ville du Grand Sudbury approuve et adopte la charte suivante de

la Ville du Grand Sudbury, qui sert de complément a ces principes directeurs, et qu'il y appose sa signature:

A titre de membres du Conseil, nous reconnaissons par la présente le privilege d’étre élus au Conseil
du Grand Sudbury pour le mandat de 2014-2018. Durant cette période, nous promettons de toujours
représenter les citoyens et de travailler ensemble, sans cesse dans I'intérét de la Ville du Grand Sudbury.

Par conséquent, nous nous engageons a :

* assumer nos rdles tels quils sont définis dans la Loi de 2001 sur les municipalités, les reglements
et les politiques de la Ville;

* faire preuve de transparence, d’ouverture, de responsabilité et de dévouement envers les citoyens,
conformément a la vision, a la mission et aux valeurs ainsi qu’a la devise officielle de la municipalité;

*  suivre le Code d’éthique des membres du Conseil et toutes les politiques de la municipalité
qui sappliquent a eux;

* agir aujourd’hui pour demain en étant des intendants responsables de la municipalité, y compris
de ses finances, biens, services, endroits publics et du milieu naturel;

o gérer les ressources qui nous sont confiées de fagon efliciente, prudente, responsable et de notre mieux;

*  créer un climat de confiance, d’ouverture et de transparence qui établit une norme pour tous
les objectifs de la municipalité;

*  agir sans cesse en respectant tous les membres du Conseil et les gens se présentant devant eux;
* veiller & ce qu'on encourage et favorise I'engagement des citoyens;

* plaider pour le développement économique, a encourager I'innovation,
la productivité et la création d’emplois;

*  étre une source d’inspiration pour la croissance culturelle en faisant la promotion de I'excellence
dans les domaines du sport, du cinéma, des arts, de la musique, du théatre et de I'architecture;

*  respecter notre patrimoine historique et naturel en protégeant et en préservant les édifices,
les lieux d’intérét, les paysages, les lacs et les plans d’eau d’importance;

* favoriser I'unité par la diversité en tant que caractéristique de la citoyenneté au Grand Sudbury;

*  devenir des chefs de file municipaux et régionaux en favorisant les échanges d’idées,
de connaissances et concernant I'expérience;

* viser l'atteinte de la meilleure qualité et du meilleur niveau de vie possible pour tous les résidents
du Grand Sudbury. 54 of 54



