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Project Objectives — How
will we define success?

As municipal budget challenges
grow year after year,
municipalities are facing a host
of unavoidable pressures that
are increasing the cost of service
delivery. In 2019, to ease the
transition, the Province of
Ontario released a series of
grant programs for municipalities
to fund a review of their
operations.

We understand that the
Townships of Waterloo Region
(“the Townships”) share the
Province’s objective of greater
efficiency and effectiveness.
Accordingly, the Townships have
identified increased collaboration
in the delivery of municipal
services as a key priority and
have retained KPMG to assist in
identifying opportunities for
shared service delivery and
improved efficiency and
effectiveness.

KPMG

KPMG was engaged by the Townships of Waterloo Region (North Dumfries, Wellesley, Wilmot and
Woolwich) to undertake a joint service delivery review (the “Project” or “Service Review”) in a phased
approach. For Phase 1 of the Service Review, the Townships are focusing on five service areas — Fire,
Emergency Management, Corporate Communications, Information Technology, and Library. For Library
services, the Townships are responsible for providing the facilities in which the services are delivered;
and the Region of Waterloo is responsible for delivery of library services and programs.

Specific project objectives included the following:

« Facilitate Review — Conduct a comprehensive review to understand the current service delivery
models through documentation review and stakeholder consultation. As part of this, consider the
current service delivery approaches, cost and impact the services have on the Townships, including
high level benchmarking with comparator municipalities.

« |dentify Opportunities — Identify and explore opportunities for sustainable shared approaches to
service delivery and establishing and/or amending service levels.

< Recommendations — Evaluate and categorize opportunities to develop recommendations for
Phase 2 priorities. Provide strategic guidance to leadership on implementation and prioritization of
new, innovative and/or leading service delivery models that improve upon organizational efficiency
while balancing stakeholder expectations. In addition, advise on the risks associated with each
proposed change/option to inform management of the key factors and risks which should be
considered during the decision making process.



SCOPDE Of WOrK

A service delivery analysis provides a high-level assessment of the potential options and benefits available to the Townships for jointly delivering
selected services to local communities. An iterative approach to conducting the analysis was prepared with important input sought from each
Township at key milestones. The approach draws on the experiences of other municipalities in jointly delivering services to local communities
and outlines a roadmap for implementing potential shared service mechanisms for the five identified services.

The table below outlines the iterative approach to building the service delivery analysis. The project team composed of the four Chief
Administrative Officers (supported by their respective management teams) were consulted regularly to confirm project scope as well as better
understand each Township’s operating model, local challenges and related priorities and strategies as well as past experiences with delivering
shared services in the region. These insights were important to documenting the lessons from previous shared service initiatives and local
perceptions of what opportunities may exist for shared services in the future.

Objectives

Activities

1. Project Initiation

v Align on project
objectives and work
plan

v Kickoff meeting

v Develop project
charter
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2. Environmental

Scan

Collect relevant

information on current

methods of service
delivery

Data and document
review

Stakeholder
consultations

Comparator analysis
of municipalities
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3. Current Service

Delivery Model
Review

' v Assess current
service delivery model !

of the five service
areas

Complete service

profiles for all in-scope!

areas.

Develop and validate |

common
understanding of the
current state

Prepare Interim
Report

4. Opportunity
Identification

Identify potential
opportunities for
innovative service
delivery

Identify opportunities
for improved service
delivery

Prepare draft
recommendations and
presentation to
Steering Committee
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5. Final Report &

Presentation

Prepare Final Report
and presentation to
Steering Committee
and Council

Draft and revise Final
Report and
presentation
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Despite the potential benefits
that arise from shared service
arrangements, municipalities
can sometimes be reluctant to
identify and pursue these
opportunities. While
geography will play a major
role in dictating the extent to
which municipalities are
candidates for shared service
arrangements, it can also be
used as a default for ruling out
any form of service sharing.
Similarly, concerns over the
impact on existing service
levels are often cited as
reasons not to pursue shared
service arrangements, despite
the potential to actually
enhance the quality of service
provided to residents.

Sharing delivery of similar services across neighbouring local townships can reduce cost, enhance
efficiency and improve quality. It requires, however, careful consideration of both the structure and
governance to ensure the partnership achieves the level of cooperation required to implement an
effective shared services model.

Shared services’ are typically where two or more local municipalities jointly provide:

« External citizen-facing services — services that municipalities provide to the local community,
such as, fire protection, public transportation, recreation and library services;

« Back office functions — functions that support external services, such as information
technology, finance, legal, payroll, and human resources; or,

e Procurement — purchase of goods and services.

Shared services may also include one or more municipalities partnering with other organizations
outside of local government for the delivery of specific services. This is typically referred to as
outsourcing.

Many municipalities explore the possibilities of shared services with the goal of reducing costs,
increasing service quality and providing better community outcomes. In addition to cost savings,
there are other financial and non-financial benefits associated with shared services, including:

* Increased efficiency through the reorganization and sharing of assets;

e Improved service delivery and consistency across regions;

« Economies of scale

¢ Reduced duplication of processes;

* Improved quality of service through a larger and more skilled resource pool; and,

» Support of local economies by sustaining local employment.



shared services Delvery Models

Embarking on shared service arrangements is a complex, and
potentially costly, exercise and should not be viewed by
municipalities as simply a means of avoiding other structural
reform options and continuing with the status quo. There are
a wide range of potential delivery mechanisms available for
shared services for municipalities to consider:

¢ Resource sharing — contractual arrangements between
local municipalities to share key resources (plant,
equipment or personnel) to achieve efficiencies and lower
costs. Typically one municipality employs resource and
hires out to others on a “time and materials” basis.

e Centralized services — relocation of multiple delivery sites
or services to one centre which then serves across
multiple municipalities.

< Joint venture — establish stand-alone incorporated entity
to share costs and risks of providing municipal services
and infrastructure, e.g. public library board.

e Outsourcing — Key municipal services outsourced to
organizations typically from the private sector or external
public sector entities. In this case, participating
municipalities do not always have the sufficient size or
scale to effectively deliver the service in an economic
manner.

The adjacent table provides a comparative framework of the
attributes of each of the shared service delivery mechanisms
available to municipalities. This framework is applied to each
of the five services areas in further detail in the following
sections of this report.

KPMG

Resource Centralized Joint Venture | Outsourcing
Sharing Services

Start Up Costs Low

Enduring nature

Short-Term

of arrangement
Savmgs Low-Medium
Potential
Time required
for net benefits S T
to accrue
Scale of
structural

. Low
change (i.e.
disruption)
Exit Costs Low

Source: KPMG analysis

Low- Medium

Medium-Term

Medium-High

Short-Medium
Term

Medium

Medium

Medium-High

Medium-Long
Term

Medium-High

Medium-Term

High

High

Medium-High

Medium-Long
Term

Medium-High

Medium-Term

Very High

Low-Medium



Proposed Model - Fre Service

KPMG proposes the Resource Sharing Model — The four Townships develop a joint services framework in procurement, firefighter

training, and fire prevention/public education.

The Townships can implement
strategic sourcing for
consolidation of spend by
synchronizing procurement
requirements.

Working together, the
Townships will have greater
spending scale to negotiate best
prices and avoid potential mark-
ups.

The Townships can move to a
standardized level of service
across all four fire services.

Allows greater access to
required training certification
requirements. This contributes
to higher recruitment and
retention of volunteer firefighters

$550,000 - $850,000
10 - 15%

KPMG

Strategic
Sourcing

Cost
Avoidance

Service Level

Training

Benefits

Lack of
Collaboration

Communi-
cation
Breakdowns

One Size Fits
All

ESTIMATED SAVINGS SERVICE LEVEL IMPACT COMPARATOR ANALYSIS

q_ T_

Leadership will need to facilitate
cross-jurisdiction collaboration
and address the concerns of
staff with a inter-township
resource sharing model.

Silos and inefficient
communication channels could
prolong the coordination and
decision-making process.

Need to balance consolidated
delivery of fire support services
but also allow for some level of
variation for individual Township
needs.

BARRIERS & RISK
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Proposed Model - Emergency Management

KPMG proposes the Outsourcing Model — The Townships contract emergency management services to either the Regional Cities or
the private sector.

The Townships can leverage Access
leading practices from the City Leading
CEMC:s or the private sector Practices

Leadership will need to facilitate

Lack of cross-jurisdiction collaboration
(o%][ELeJo]E1ile] MM | and ensure local needs are
addressed

Allows greater access to
specialized emergency
management personnel,
equipment and resources

Access to
Deeper
Resources

Communication channels
Communi- between Townships and the
cation service provider need to be
EIEELCEN | formalized and signed off
between parties

Benefits

The Townships can move to a
standardized level of service
across all four municipalities
and the broader region

Service Level

Need to prepare a clear scope
(Up[el[ET@STele]o[=8 | Of work to ensure that
& Service emergency management
Level services are provided at the
required service level

Working with the Cities will
improve emergency
management service delivery
and planning for the broader
region

ESTIMATED COST SERVICE LEVEL IMPACT COMPARATOR ANALYSIS BARRIERS & RISK

$125,000 gross r - [T I A_ 1 - .

Service

Delivery

KPMG :



Proposed Model - Gorparate Lommunications

KPMG proposes the Outsourcing Model — The Townships contract communication services to a professional service provider to
provide either base-line communication services or support existing communication staff on “hot-button” issues.

Leveraging the expertise of a

communications firm will Service Level
increase service levels for Increase
Townships Leadership will need to establish

LEB STy clear objectives, terms and

on Service o . )
f the f hared - Expectations conditions with the firm to
Otthe four shared-service P optimize an outsourcing model

options, outsourcing to a
communications firm is the most
cost effective option for the
Townships

Strong consistent vendor

Vendor management practices will need
\EWEGEIWERIM | to be in place to manage service
delivery

Benefits

Professional services
agreement provides the lowest
risk option with limited liability in
the event of dissolution

Low Risk

Need to balance consolidated
delivery of communication
services, but also recognize the
unique “voice” of each
Township

One Size Fits
All

Staff gain greater access to
training opportunities on
multiple communication
subjects and channels

ESTIMATED COSTS SERVICE LEVEL IMPACT COMPARATOR ANALYSIS BARRIERS & RISK

840,000 Stand-Up costs - Jomm - Jomm Bl |
$35,000 annual fee/ Township

KPMG ]

Training




Proposed Model - Information Technolody

KPMG proposes a Modified Outsourcing Model — North Dumfries and Wellesley Townships jointly contract IT services to a professional
service provider by leveraging North Dumfries’ experience with their outsourced business model. Given the size and growth
projections, Wilmot and Woolwich Townships continue with the current in-house service delivery model but also identify IT services

that require greater support and can be contracted out.

The Townships can implement
strategic sourcing to achieve
savings through the
consolidation and synchronizing
of IT procurement

Outsourcing provides the
Townships with greater depth
and expertise in IT

The Townships can move to a
higher standardized level of
service, particularly in the area
of cyber protection

Qutsourcing of IT services has
the lowest implementation
barriers of the different options
and the fastest ROI

$50,000 - $100,000 outsourced
services per Township

KPMG

Strategic

Sourcing

Depth &
Expertise

Service Level

Lower
Implementation
EEIGETS

Benefits

ESTIMATED COSTS SERVICE LEVEL IMPACT COMPARATOR ANALYSIS

Lack of Clarity

on Service
Expectations

Vendor
Management

One Size Fits
All

1_

Leadership will need to establish
clear objectives and terms and
conditions with the vendor to
optimize an outsourcing model

Strong consistent vendor
management practices will need
to be in place to manage service
delivery

Need to balance consolidated
delivery of IT services but also
allow for some level of variation
for individual Township needs

Leadership will need to facilitate
cross-jurisdiction collaboration
and address staffing changes
with an outsourcing model

BARRIERS & RISK
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Proposed Model - Liorary

KPMG proposes the modification of the status quo through a centralized services model similar to the Wellington County model. A
stand alone Regional Library Board would be established for the Townships of Waterloo Region with a library CEO reporting directly to the Board.
The Board would be composed of elected officials and public appointees from the Townships. The Townships’ library assets would be sold to the

Region.

Clarifying the current library
board and library committee
roles and responsibilities should
improve service level standards

Centralize services is the most
cost effective option for the
Townships without the initial
startup costs of the other
options

Addressing the identified issues
with the current service delivery
model has the fastest
implementation roadmap of all
the options

Modifying the current service
delivery model is the lowest risk
option; there is lower financial,
legal and human resource risk

The capital cost of facility
maintenance is removed from the
Townships’ budget ~ $100K

KPMG

Service Level

Increase

Implementation

Benefits

ESTIMATED COSTS SERVICE LEVEL IMPACT COMPARATOR ANALYSIS
1 - T

Lack of
Collaboration

Between
Stakeholders

Communi-
cation
Breakdowns

Facility Sale

Unclear
Service Level
Expectation

T_

Leadership will need to facilitate
cross-jurisdiction collaboration
and ensure local needs are
addressed

Communication channels
between Townships and the
Region need to be clarified and
agreed upon between parties

The disposal of library assets to
the Region will require strict
adherence to approved
processes and bylaws

Need to agree on program,
service content and cost to
ensure that library services are
provided at the required service
level

r_

BARRIERS & RISK
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