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The information contained in this document is of a general nature and not intended to address the
circumstances of any particular individual.

Although we have tried to provide accurate information, it is based solely on information from the
documents provided and interviews conducted, and there is no guarantee that the information is
accurate or complete as of the date it is received or that it will continue to be accurate in the future.

Before using this information for a specific purpose, appropriate professional advice should be sought.

Beacon 2020, Inc. and True North Consultants.
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The operational review of the Services Agreement
(Agreement) resulted in the following summary
findings:

. The Agreement described 18 services and 1
activity, of which only 10 were actually
delivered

° According to the CPU auditor the Agreement
ended January 1, 2005. Subsequently the Town
received a legal opinion that the Agreement is
still in force until January 1, 2016°. Regardless,
the term of the Agreement is unclear

° Monthly payments were based on estimating
and allocating Collus Solutions Corp. {Solutions)

! STAFF REPORT: Report #CAOQ/CO0 2014-01, submitted to
Mayor and Council on July 21, 2014

? COLLINGWOOD PUBLIC UTILITIES COMMISSION -and -
COLLUS SOLUTIONS CORP - SERVICES AGREEMENT,
January 1, 2003

* Letter from Gaviller & Co. dated May 12, 2014

* Email from Aird & Berlis LLP dated August 10, 2014

staff time spent on Collingwood Public Utilities
{CPU) business, not based on individual services
delivered or service levels achieved

There was no documented record of service
performance reporting as was required under
the Agreement

There was no documented evidence of value-
for-money and few benchmarking comparators
There were some indications of value in the
working service relationship

It was difficult to find documentation related to
the Agreement and there was no official
system of record for the Agreement
Stakeholder interviews revealed a low level of
awareness of the Agreement, its status and its
content

The change in Solutions ownership and
governance in 2012 caused conflicts of interest
and role confusion in the management of the
Agreement

There is a lack of recognizable identity and
cultural cohesion in water & wastewater and
little independence from Collus PowerStream in
the management of the Agreement

An analysis of the findings resulted in the following
recommendations:

Start from first principles rather than (a)
continuing the status quo beyond an interim
period or (b) trying to update or adapt the 2003
Agreement. Set a clear vision for water and
wastewater management and governance,
clearly define required services and service
levels, decide the best delivery method for each
service, then establish any necessary
agreements.

In the interim, retain water and wastewater
under CPUSB for with increased Town
oversight, give the required 6 month notice to
terminate the Agreement before lune 1, 2015
and continue the current working relationship
for business support service provision until
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More than 60 documents related to the Agreement
were reviewed to discover relevant documentary
evidence. This included the original Agreement,
updates to the Agreement as well as a variety of
background documents describing the circumstances
and actions surrounding the implementation and on-
going management of the Agreement. It also
included all available related financial information
from CPU and Solutions. See Appendix 2 for a
complete list of documents reviewed.

More than 20 stakeholders in the Agreement were
interviewed, including members of Council,
members of the CPU Services Board, staff members
of CPU and Solutions and the Town, members of the
Collus PowerStream Board, and other stakeholders
previously involved in the Agreement. Interviews
were conducted face-to-face or by phone. See
Appendix 3 for a summary of the themes derived

from the interviews.

There was a short walk-through of the Solutions
operations and an opportunity for additional
informal discussions with Solutions staff.

Water and
Wastewater Benchmarking Initiative as well as the

Information from the National
team’s more than 50 years’ combined experience
improving performance of water, wastewater and
public works organizations was drawn upon for the
analysis and recommendations.

The Agreement was a representation of the services
to be provided by Solutions to CPU and related
payments to be made by CPU to Solutions. 1t also

detailed the rent for computer usage to be paid by
Collus Power Corp to CPU.

In the Agreement, SERVCO (Solutions) agreed to

“provide supervisory, operational, engineering,
finance, administrative and other services to PUC at
a base cost of $670,000 for the first year of the
agreement — with an automatic 3.5% increase per

annum thereafter”

In addition, Solutions (SERVCO} “will rent all
computer hardware and software from PUC at a rate
of $84,000 for the first year of the agreement — with
an gutomatic 3.5% increase per annum thereafter”

It must be noted that the relationship between
Solutions and CPU was not simply a one-way
arrangement. There has also been a Shared Facilities
Lease in place since 2000 wherein Collus Power Corp
(including Solutions) rents space from PUC (CPU).
This lease was renewed annually. The most recent
lease payment was $216,000.

The Agreement warrants the delivery of 18
identified services and 1 additional activity while it
appears that only 10 of those services were ever
delivered. There may have been an original intent for
Solutions to deliver services such as operations and
engineering, but warranting such services in the
Agreement should have been avoided or the
Agreement should have been changed. There was
no record of any such adjustments or related
adjustments in pricing between the parties.

The Table on the following page shows all the
services identified in the Agreement and indicates
those services actually delivered.
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Based on the term of the agreement, the Agreement
it was in force during 2003, rolled over for an
additional year in 2004, then appears to have
expired on January 1, 2005. On May 12, 2014 the
CPU auditor stated that the Agreement ended
January 1, 2005 while the Town’s lawyers
determined on August 10, 2014 that the Agreement
is still in force until January 1, 2016. The two
opposing opinions confirm that at the very least the
language in the term of agreement section of the
Agreement is not clear.

The cost for all the services defined in the
Agreement for 2003 was set at $670,000 with an
automatic annual increase of 3.5%. There is no
documented relationship defined between that cost
and the services provided. The first record of
payment was $544,0006 ayear later.

Based on interviews, it appears that the initial base
cost of the bundle of services in the Agreement was
an estimate based on the previous year’s actual
costs. After the first year of the Agreement’s
implementation, the actual amount allocated to CPU
was established based on an estimation of the
amount of time (and cost) individual staff members
spent supporting the water business versus the
electric business or the Town of Collingwood.
Individual staff estimates were then totalled to
calculate the overall allocation percentage.

The overall allocation was approximately 40% to
water and 60% to electricity distribution’. This cost
was then budgeted for the subsequent year and
allocated on a monthly basis at 1/12th of the
previous year’'s costs. At the end of each year, an
adjustment would be made based on the actual staff
time accrued.

It appears that the cost allocation model was used to
distribute Solutions costs to CPU as well as the Town
of Collingwood and Collus Power Corp (more
recently Collus PowerStream Corp.) since the initial
2003 Agreement. There was, however, no
documented evidence of any allocation schedule
found® until the report produced by HSG Group

based on its review of the Selutions cost allocation

® Collus Power Solutions Corp 2004 Income Statement

7 Actual allocations to CPU ranged from 38% (2004) to 43%
(2013) — see Appendix 5

® Initial documentation may no longer be available
due to limitations of storage requirements
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methodology9 in April, 2013. The HSG review also
looked at the methodology used by CPU to charge
Collus Power for use of its facility and computer
systems.

The HSG review was the first document that
explicitly related services and work performed to
payment received. It identified services provided,
estimated the time each Solutions employee spent
providing those services and identified cost drivers
to allocate costs. It also reviewed the allocation
against OEB
compliance.

. 10
model regulations to ensure

It also appears that there has never been any
relationship documented between the individual
services provided and the monies paid by CPU to
Solutions. Everything was transacted at the
aggregate service grouping level (i.e. all business
support services). There is some minor fluctuation in
the allocation % visible which may have been related
to the introduction of new legislation in water or

electricity.

There is no record of any management or
performance reporting by Solutions to CPU for the
services provided as required under the
Agreement“, nor any indication of the quantity or

quality of each service actually delivered.

The Agreement contains a number of references to
the electricity industry, makes little reference to
important water regulations and fails to conform to

? Collus PowerStream Solutions Corp. Review of Cost
Allocation Methodology, HSG Group, April 2013

% Ontario Energy Board's “Affiliate Relationships
Code for Electricity Distributors and Transmitters”
(ARC)

1 Agreement Section 3.03: Performance Standards

expected standards of good practice agreements in a
number of areas'?.

We conclude that the Agreement was never a good
representation of the actual services provided, that
the parties were likely in technical breach of the
Agreement as soon as it was signed, that the parties
did not meet the performance management
requirements set out in the Agreement and that the
Agreement was never updated as required.

A typical private sector service agreement might
include periodic reviews of performance, sometimes
performed by an independent reviewer. In addition,
service benchmarking or market reviews of costs for
resources might be used.

Good private sector service providers would also
solicit feedback on their performance by use of client
surveys or other means.

There is no documented evidence that any of the
business support services provided by Solutions to
CPU under the Agreement have ever been delivered
cost-effectively or provided value-for-money for rate
payers. The only indication of service performance
can be found by comparing expected financial results
vs actual results for CPU. Provincial legislation
requires water and wastewater facilities to operate
on a breakeven basis® and this was not achieved
from 2009 to 2013. During this time financial
management appeared not to meet outcome
standards, although the root cause of the deficit was
not apparent. A rate study was recently conducted
to address financial deficiencies and ensure long-
term financial sustainability of CPU.

2 gee Appendix 1: Elements of good service agreements
3 Bill 13, The Sustainable Water and Wastewater
Systems Improvement and Maintenance Act, 2010
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No performance results were documented as per the
Agreement and no link was ever established
between services and payments. It is therefore not
possible to identify if any of the services were ever
provided in a cost-effective manner, have improved
or deteriorated over time.

The limited benchmarking evidence available
suggests that:

1. Overall water service delivery costs are close to
the industry median across Canada and
providing good value. Average aggregate costs
for water services, including chargebacks for
indirect business support services were close
to the median for water treatment and water
distribution when compared to other water and
wastewater utilities in Canada™ between 2010
and 2012 (e.g. 3 year average water treatment
cost per ML treated was $217 versus the
national median at $207))

2.  Cost of customer billing (provided by Solutions)
is high. (Average cost of customer billing per
service connection was approximately twice
the median when compared to other water and
wastewater utilities in Canada (i.e. 3 year
average of $22.90 versus the national median
at $11.33)). It must be noted that during 2010
Collus Power moved to smart meters and no
longer shared the cost of meter reading with
crPU

3. IT Services (delivered by Solutions) are cost-
effective based on an estimated 1.0 FTEs
responsible for water-related IT support when
compared to other similar water utilities or
government agencies.

The overall water service delivery cost is reasonable
and this cost includes the business support services
provided by Solutions. There is very little evidence,
however, that further describes whether those

" National Water and Wastewater Benchmarking Initiative
= 2010, 2011, 2012 results

services are cost-effective or not outside the high
cost of customer billing and the cost-effective
provision of IT Services.

Benchmarking results are of Ilimited value
uncontrolled variables such as utility size, type of
customer mix, location, treatment type and water
source. CPU, for example, is the smallest of 45
participants in the National Water and Wastewater
Benchmarking Initiative. This likely has an impact on
results as lower relative economies of scale may
drive higher costs per customer. They are, however,
the only current source of comparison for the

services provided by Solutions.

It was not possible to perform a proper value-for-
money assessment because of the absence of
adequate performance data as well as a lack of any
relationship between specific services provided and
money paid.

The evidence shows that there have been several
corrections to the costs charged by Solutions to CPU
over the past 2 years.

1. A Town Public Works employee whose salary
and benefits were charged from 2003 to 2013
by Solutions to CPU’s budget through the
annual service payment (and shown in the
Town’s accounts as an “in-kind” contribution)
was appropriately moved to the Town’s payroll

2. The Collus PowerStream CEO, a % of whose
time was charged to CPU’s budget until 2013 is
no longer being charged to CPU. This change
may be appropriate under the new governance
structure. However, if Solutions is seen as an
external service provider it would be expected
that the management overhead associated
with the CEO position (as it relates to managing
Solutions) would be included in the overhead
portion of Solutions staff charge-our rates.
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3. The Executive Assistant of the President and
CEO of Collus PowerStream / Director of
Human Resources serves as the Secretary to
the CPU Services Board. It is not advisable for
an employee of any service provider to hold a
strategic or executive management position
within its client organization or to perform an
administrative role on its Board

4. There is no Town staff-based CPU Services
Board support and oversight outside the
attendance of the COO — thus it remains the
responsibility of the Mayor and 1 other
representative appointed by Council to ensure
proper oversight

The creation, governance and management of any
service agreement between CPU and an external
service provider needs to be driven and controlled
by CPU. The current governance structure makes this
difficult, as it does not show sufficient

independence, oversight and scrutiny.

It was difficult to locate the available documentation
associated with the Agreement and a number of key
evidentiary documents (e.g. performance reports)
were not found at all. There was no central
repository of information (e.g. document
management system) or single source of contact
with responsibility for documentation associated

with the Agreement, including:

e The allocation model or schedules

e  Performance records

e Invoices

e  Financial transactions

¢ Records of any changes associated with the
Agreement or the subsequent working
service relationship between Solutions and
CPU.

Most interviewees showed a lack of awareness and
understanding of the Agreement, its currency, its
contents and any associated information.

Healthy service agreements between clients and

service providers require clear roles and
responsibilities to be defined. This clarity is lacking in
the current service relationship between CPU and

Solutions.

The CPU executive management team consists of a
Chief Operating Officer (COQO) who is an employee
paid by CPU, and a Chief Financial Officer and
Human Resources Officer who are both Solutions
employees paid by Solutions (before being charged
to CPU through the Agreement).

All three roles and positions on the executive
management team were shown at the same level on
organization charts until recent adjustments were
made to the organization chart and reflected on the
web-site.

It is unusual for any executive management team to
include participants from a service provider as their
objectives would typically conflict. For CPU the 2012
governance change to Solutions should have
precipitated an immediate separation between CPU
and Solutions, a re-drafting of the organization
charts and a re-definition of the roles,
responsibilities and authorities of all key

management team members.

Oversight of the team is provided in a number of
ways. The COO reports directly to the CPU Services
Board while the two other EMT members report to
the President & CEO of Collus PowerStream and the
Collus PowerStream Board.

Due to its membership, Collus PowerStream
continues to have a strong presence and influence in
the CPU executive management team as well as on

10| Page

0730 _

CPS0007337_0012
CPS0007337_0001






A Y

Confidential Record

IT IS IMpPOrtant to develop service requirements Tor
CPU from first principles rather than continuing the
status quo or updating or adapting the 2003
Agreement because:

e The Agreement has been not been in effect
since the end of 2004 and has never been
market-tested

e The 2012 change in governance of Solutions
means the service provider in the Agreement is
now 50% owned by a private corporation

e  The provincial government’s intent to increase
private sector participation in the water and
wastewater industry.

The following steps are recommended:

1. Step 1: Set a new and inclusive vision for the
delivery of water and wastewater services,
including governance by the CPU Services
Board and the Town of Collingwood

2. Step 2: Clearly define the core and business
support services required to achieve the vision
through efficient, effective and quality water
and wastewater services to rate payers and
external customers

3. Step 3: Determine and prioritize options of
where and how to obtain the core and business
services. (e.g. hire external engineering firms to
deliver capital projects through an RFP process,
hire in-house staff to deliver financial services,
hire O&M contractor to deliver water and
wastewater treatment services)

4, Determine which, if any, service relationships
are required for CPU, develop and implement
those service relationships with selected
service providers.

The figure on the following page shows a proposed

framework and process to determine the

governance structure, services and delivery
methods. It also shows some of the options available
to the Town and CPU to best deliver water and

wastewater services.

A typical water and wastewater utility includes core
services like water treatment and distribution and
wastewater collection and treatment as well as a
number of business support services such as finance,
human resources and customer services and billing.

Any of the services can be delivered in a number of
ways.

Many municipalities provide core water and
wastewater services such as operations and
maintenance in-house while one or more business
support services are provided by other municipal
departments such as finance and human resources.
(e.g. City of Toronto). Some municipalities provide
core water services in-house, while wastewater
treatment is outsourced to an external provider (e.g.
Region of Waterloo / OCWA). Others outsource all
water and wastewater treatment operations and
maintenance (e.g. Region of Peel) or have used both
internal delivery and outsourcing at various times
(e.g. Hamilton).

Most municipalities outsource all engineering design
and construction services to consultants and
contractors, while some provide the overall
management of the capital program in-house. (e.g.
Region of Halton)

In municipalities that decide to deliver water and
wastewater services in-house, there are a number of
services regarded to be essential to properly
managing and controlling the business. These
include operations & maintenance, compliance,
finance.

Transactional services (e.g. customer billing, payroll
and laboratory sample analysis), services easily
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that this process is an important part of ensuring due
diligence to the public and the rate payers.

The current working relationship between CPU and
Solutions should continue on an interim basis
pending the outcome of any visioning, services
definition and resource acquisition process.

The current Collingwood Public Utilities Services
Board is one of a number of governance structures
to be considered in the future. There are a number
of other governance structures wused by
municipalities to deliver water and wastewater
services. There are also different options for
operating and maintaining water and wastewater

facilities.

Most municipalities brought water and wastewater
services into the town’s organizational structure as a
department or division after the break-up of the
Public Utilities Corporations. Collingwood, however,
like Peterborough, Kingston and several other
municipalities, kept the water service under a public
utility corporation governance structure®’.

There are a number of future considerations in
determining any future governance structure,
including the Town’s economic development
aspirations, pending government legislation and
public expectations. It is the intention of the Ontario
government to increase the involvement of the
private sector in the water & wastewater industry as
well as the electricity distribution industry. Bill 13,
The Sustainable Water and Wastewater Systems
Improvement and Maintenance Act, 2010 passed
first reading in 2010. It describes the intent to have
municipalities deliver water and wastewater services

2 5ee By-Law 04-29, enacted per the requirements of the
Municipal Act, 2001, re-forming the Collingwood Public
Utilities Commission to establish The Collingwood Public
Utilities Service Board.

through public corporations with boards that include
a majority of public members to provide increased
transparency.

During the interim period before the future
governance structure and service delivery methods
have been determined it is recommended that the
Town of Collingwood strengthen its oversight of
CPU, its services and its agreements on the CPU
Board to reflect its vision.

The following decisions are recommended to
continue its forward thinking on governance:

° Amend By-law 2012-096 to:

o Place Town CAO or his/her designate on the
CPU Services Board to increase Town
oversight

o Remove the President and CEO of Collus
PowerStream from the CPU Services Board
to avoid having a service provider on the
Board

° Consider using the Town Clerk to provide
clerking services to ensure:

o All appropriate documentation is stored in
one location and readily accessible

o Better compliance and increased alignment
between CPU's and Town’s policies and
procedures

The Town of Collingwood should have discussions
with PowerStream about efficiency improvement
opportunities beneficial to CPU before any final
decision is made about the delivery method of
business support services to CPU.

These discussions should aim to build understanding
and awareness of the business visions of both the
Town and PowerStream. They would provide an
opportunity to share capabilities of the various
parties to deliver business support-type services.
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This collaborative approach would ensure important
opportunities in the partnership between the Town
of Collingwood and PowerStream fully are explored
and considered.

The Town could then use that information along
with criteria such as efficiency, degree of control,
and information sensitivity to prioritize, evaluate and
identify the most appropriate delivery method (e.g.
through PowerStream, Solutions, CPU, the Town,
other provider).

There are a number of principles and components
that should characterize service relationships
between CPU and any service provider in the future.
Those same components would also be applicable to
similar relationships for the Town of Collingwood.

. Principles of good client service relationships:
Open Communication, Transparency, Trust
Fairness, equitable (both parties agree)
Clear accountability

Skills and experience

o 0 0 O ©

Focus on the relationship (e.g. surveys,
feedback)
o Periodic market testing

. Major Components expected in good service
agreements:
Clear description of services
Schedule of prices for all services & service
levels
o Clear roles and responsibilities for
agreement management & reporting
o Integrated service performance
management
o Leveraged experience from previous
agreements
o Explicit reflection of the spirit of the
agreement
Fair dispute resolution process

Comprehensive legal terms and conditions

o Definitions of all terms

A typical agreement would include a base agreement
with an appended schedule describing all services
and associated costs and all resources (by role) with
fully burdened fees. The schedule would also define
any specific deliverables, milestones or results
required. This makes it much simpler to adjust
services, service levels and costs without having to

change the entire agreement.

Appendix 1 provides a detailed table of the
components that should be considered base
requirement for CPU in any future agreements.

ANy Tuture service relationsnip will require a vaiue-
exchange on a fee-for-service basis. Cost allocation is
no longer acceptable. Costs need to be tracked
against each specific service, process and possibly
sub-process level rather than at the service bundle
level.

Time and costs for each service provider resource in
a relationship would be allocated to a service, a
specific deliverable or tied to the achievement of a
specified result. For example, an invoice would show
the resource’s name, the number of hours they
spent on each defined service, and a fully burdened
charge rate (e.g. Jim lohnson — 5 hours — accounting
- @ $100/hour = $500). The invoice format and
resource costing table would be specified in any
agreement. This would allow proper tracking of costs
against services.

Currently the rates Solutions charges CPU for its
resources are only used to cover the internal costs of
operations and do not reflect a profit margin. In the
future, any service provider would supply a fully
burdened rate (i.e. charge-out rate) for each of its
resources. This rate would include a mark-up based
on a target profit margin.
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In a typical service agreement with a private sector

service provider there would be additional
information submitted with monthly invoices to
reflect work performed, milestones met,
deliverables produced and/or results achieved. This
type of performance reporting would provide an

ongoing record of the proper value-exchange.

Work performed could be evidenced by time sheets
and a record of transactions (e.g. number of
customer enquiries responded to within a specified
time period).

Deliverables produced would be subject to a quality
standard and reviewed against that standard.

Results achieved would be compared to targets and
timelines. In addition, performance of the service
provider would be actively managed and
documented. See Appendix 4 for a proposed
performance management framework to apply to

any future agreement for business support services.

Any leading water and wastewater utility’s face to
the customer is clear and easily identifiable.

Customers know exactly who is locating their service
connection by the uniform staff is wearing and
through recognition of their vehicle identification
logo. They know exactly what their water and
wastewater rates pay for by the way their bill is
designed. They also know who is responsible for
providing the right water and wastewater services to
support their public health & safety, environmental
protection and economic development.

All materials are consistent so that customers see
those same messages and the same images reflected

in all communication, all documentation and all
social media.

They see names like Collingwood Water, and they
see water and wastewater pictures on websites.
They also see water logos on trucks, uniforms and
buildings and can readily access a website
specifically oriented to water and wastewater. On
that website it would show the close partnership
with the Town (e.g. coordination with Public Works
with road and sewer / watermain construction) and
mention other partnerships that help Collingwood
Water deliver its services.

Based on the review of the Agreement, the
interviews and the documents associated with the
Agreement it was not possible to perform a value-
for-money analysis of the services provided under
the Agreement.

The Agreement may have expired on January 1,
2005 and the subsequent working relationship
between CPU and Solutions has included the
delivery of services such as finance, accounting,
information technology (IT), human resources (HR),
customer service/call centre, CPU Service Board
support, customer billing and collection, and
customer connection & disconnection management.
Of those, only IT and customer service and billing
have any benchmarked information available to
determine whether they best support delivery of
efficient water and wastewater service delivery.

In summary, there is not enough documented
evidence of performance management or market-
testing of the services to determine whether or not
they were competitively delivered.

Decisions on who delivers what business support
service should only be made after a determination of
CPU's future vision and agreed governance
structure. This would be followed by a clear
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The Services Agreement Review relied on two primary sources for information; a records search, and interviews with key stakeholders. The Review is focussed on
the Agreement’s history, its management and administration, governance, and terms and specifications under which support services have been delivered to the
Collingwood Public Utilities (CPU) and the Town of Collingwood (CPU/Town), by Collus PowerStream Solutions (Collus Solutions), since 2003:

= Records Search — Task #1.2
= nterview Key Stake Holders — Task #1.3

During the course of the Records Search more than 60 documents were assembled and reviewed. These documents comprise a historic record of the Agreement,
from inception on through a variety of bylaws, amendments, staff reports, working documents, financial records, business reports and related correspondence.
This compilation provides a chronological record of the workings of the Agreement, as it was modified from-time-to-time, so as to stay current with dynamic
changes going on in the utilities industry, in terms of policies, regulations and governance structure.

All the documents provided were reviewed and any gaps were identified. Based on the gaps and for validation and further clarification a number of interviews
were conducted (see APPPENDIX 3). The table below lists and describes the documents as well as any comments relevant to this assignment.
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The Services Agreement Review relied on a records search and interviews with key stakeholders as the two primary sources of information. The Review focussed
on the Agreement’s history, its management and administration, governance, and terms and conditions under which support services have been delivered to the
Collingwood Public Utilities (CPU) and the Town of Collingwood (CPU/Town), by Collus PowerStream Solutions (Collus Solutions), since 2003:

= Records Search — Task #1.2
= Interview Key Stake Holders — Task #1.3

More than 60 documents provided by staff were reviewed during the Records Search by the consultants. Together, these documents provided a historic record of
the Agreement, from inception on through a variety of bylaws, amendments, staff reports, working documents, financial records, business reports and related
correspondence. The documents provide a chronological record of the workings of the Agreement while showing modification made to reflect changes in the
utilities industry and the Town such as policies, regulations and governance structures.

A number of Interviews with Key Stakeholders (Task #1.3) were conducted in parallel with the Records Search (Task #1.2). Interviewees included representatives
from management and staff of the service provider, the service recipient, and other stakeholders in the Agreement. Interviews were designed to form a more
complete and accurate picture of the support services that had been provided under the Agreement. The interviews helped fill in gaps found during the Records
Search. They also added to the understanding of the role of the Agreement in assuring the on-going delivery of support services to CPU/Town.

Structured interviews were conducted with a total of 22 individuals to capture the views of both service providers and service recipient groups. Interviewees
included:

= Town Counsellors (Current and Former)

= Collingwood Public Utilities Service Board Members (Current and Former)

= Managers and Staff, Collus PowerStream Solutions, Corp. (Service Providers)
= Managers and Staff, Collingwood Public Utilities (Service Clients)

= Managers and Staff, Town of Collingwood (Service Clients)

During the interviews, several common “themes” emerged. Those “themes” emerged from the collective input, thoughts and recollections of several, if not all, of
the persons interviewed. The “themes” do not represent the views or the comments of any one individual interviewed.

This collective feedback complemented the observations drawn from the Records Search, to ensure the Findings related to the Agreement were accurate.
Including how it was originally established, how it functioned in managing the delivery of support services, how well the services met the needs of the CPU/Town
of Collingwood and how much was paid for the services.
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Performance Management' can be defined as a set of management processes, often supported by information technology, that help to improve the
management, strategy execution and decision making in organisations. Performance management processes help companies define strategic objectives, measure
performance, analyse and report performance as well as align people and culture.

Bernard Marr, Advanced Performance Institute®

In July, 2014, Collingwood Public Utilities (CPU) and the Town of Collingwood (Town) initiated a Review of the Services Agreement (Agreement) they have relied
on since 2003 for the provision of certain crucial support services. One of the principle concerns of the Review was the issue of “value for money”. The Review
was to assess the provision of services, as stipulated under the Agreement with their current Service Provider (Provider), and to determine if the services, as
delivered, are sufficient to meeting the needs of the CPU/Town and cost effective when compared against what other service providers are achieving. The
“Overview” of the RFQ, as approved by Council on July 21, 2014, states that:

The primary objective of this RFQ is to obtain an independent opinion with recommendations with respect to value for money. (Emphasis
Added) Good value for money can be defined as the optimal use of resources to achieve the intended outcome. This review will focus on
water and wastewater services provided to CPU under the 2003 services agreement to the present date in terms of service necessity and
value for money estimated.

This issue of “Value for Money” can be addressed only to the extent that two underlying conditions are met:

1) Appropriate and sufficient data are available and can be used to establish the “evidence-base” required to build and populate a “Performance
Framework” that can then be used to assess the performance of the current provider of Support Services; and,

2) There are some comparative “benchmarks” available against which to assess the relative efficiency, effectiveness and quality (or, “Value for Money”} of
the measured performance in delivery of the support services.

Among the principal “Findings” of the Review was, first, a general absence of clear description and specification of the services to be delivered. And second, the
Review found a significant lack of appropriate data for application in assessing how well each of the specified support services may actually be meeting the “value
for money” criteria and expectations of the CPU and the Town of Collingwood (CPU/Town).

23 Bernard Marr, ““Corporate Performance Management Explained, What is Performance Management?”, Advanced Performance Institute, Accessed November
8, 2014.
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These two interrelated findings, when coupled with the “value for money” concerns and expectations of the CPU/Town, require an integrated corrective solution.
And that corrective solution comes in the development, implementation and on-going utilization of a systematic Framework of Performance Indicators, as
stipulated under Activity #2 of the RFQ. This Framework is a structure that can be used to collect and manage the business information needed to help address
the concerns of “value for money”. In addition, the Framework solution can function as a general model for on-going monitoring of the performance of services
provided under any future Agreement, thereby ensuring continued “value for money”. It also can be employed for strategic decision-making and for measuring
and tracking progress toward meeting the policy goals and objectives of the CPU and the Town of Collingwood, for both core or support services.

Development of a Performance Management Framework is an individualized process. The Framework must meet the specific requirements of the implementing
organization. It must “frame” the “Management Information”, or “Business Intelligence”, that will equip managers with the tools they need to make better
informed decisions (i.e. decisions that results in more efficient, effective and higher quality outcomes). Specifically, the Framework must help the CPU/Town to
address the question of what “Management Information” is required in order to ensure high-performance outcomes from its functions and operations.

The Framework also must provide a systematic format for use in monitoring and reporting performance information to other stakeholders. This will ensure that
the services received from any contract service provider, whether from an external or internal source, are competitive with the top providers in the industry.

There is a great deal of contradiction and confusion in the literature, both professional and academic, as to the meaning of the basic terms used in any discussion
of Performance Management. So, before proceeding, it is necessary to establish some common definitions.**

% There are as many definitions of the functions and variables of Performance Management as there are managers who are using them. The definitions that
follow are composites from a number of sources and are intended to clarify the concepts and practices of Performance Management as described in this
document. See, for example, the definitions offered by:

= Business Directo

= Free Manageme

®  QOak Ridge Assoc

= Business Perforn

= Advanced Perfor

= The KPI Institute
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Business Model - Refers to the logic of the organization, the way it operates and how it creates value for its stakeholders. It depicts the Content, Structure, Governance

and Transactions designed to create value in the production and delivery of goods and services.
Content refers to the goods and services, or information exchanged, as well as the resources required to make the exchange happen;
Structure refers to how the parties in the exchange are linked and the way they choose to cooperate and communicate;

Governance refers to the way flows of information, resources and goods or services are controlled by the relevant parties, the legal form of organization, the
incentives ta the participants, and the rules by which they make collective decisions; and,

Transactions refers to the points of exchange, or transfers, of information, resources, and/or goods and services, where “value” is carried forward and
accumulated until the final transaction where the finished goods or services are exchanged for the equivalent cumulative value, paid to the producer by the end
customer.

As you can see, Content, Structure, Governance and Transactions characterize the organization in a way that represents a ready framework for the

systematic measuring and monitoring of performance. But, it does require selection of the right Business Model to serve as the foundation for the
Framework. Before opening-up that discussion, however, several other definitions need to be added to the mix:

Business Intelligence (BI)25 —Is an umbrella term that includes the applications, information, tools and best practices that enable managers to troll through, compile,
analyze and organize data from various interrelated sources into an aggregate Business Framework that can help optimize decisions and enhance business performance.
In relation to Performance Management, Bl can be thought of as an integrating structure built from the Key Performance Indicators {KPls) that are the major sources of

Business Information required for strategic and tactical decision-making.

Measure — Is a number or a quantity that records a directly observable value or performance. The number provides a magnitude (how much) and the unit gives the
number a meaning (what). Performance measures are represented by single dimensional units like the number of hours, meters, nanoseconds, dollars, number of errors,
or length of time to complete a process cycle, etc. Single-dimension units of Measure represent very basic and fundamental measurements of some elemental process or
product until they are aggregated into a formula that calculates the value of a Performance Indicator. They are a tool to help understand, manage, and improve what
organizations do, especially when used as real-time input values used in strategic and tactical Key Performance Indicators (KPIs).

Performance Metrics — Are compound measurements used to characterize some quantifiable aspect of an organization's performance. Metrics are numerical values
that indicate the state of an operation or a business function or activity, at a fixed point in time. As such, Performance Metrics capture a series of “snapshots” of what is

= Also see: Ramon Casadesus-Masanell and Inan Fnric Ricart. “From Strateev to Business Models and onto Tactics”, Long Range Planning (LRP), Vol. 43, pg
195-215, 2010

® This description of Business Intelliaence is a comoosite. based on definitions found in:
= Technopedic and

= [logianalytic:
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happening at a particular point within some dynamic process or function. In this sense of the definition, Performance Metrics can be seen as a quantifiable subset of

what are understood as Performance Indicators.

Another common meaning of the term Metrics comes when coupled with “Business”. The definition, then, of Business
Metrics refers to any measurement or indication of the performance of the business functions and/or outcomes of an
organization. This is the definition that fits within the context of Business Intelligence, or 8I. 1t is this definition that will

most often be employed in the discussion that follows.

=«  Performance Indicator — Refers to a calculated value, either quantitative or qualitative that tells something important
about the strategic, tactical or operational performance of some aspect of the Business Model. Performance Indicators
are multidimensional units of measure, usually expressed as ratios of two or more fundamental units (Performance
Measures). These may be units like the number of lost time accidents per hundred-thousand hours worked, or the ratio
of the total cost per month charged against a particular repair activity, e.g. pump overhaul, divided by the number of

repairs accomplished during the month.

= Key Performance Indicators (KP1) — Are composite Business Indicators used to evaluate performance characteristics
that are crucial to the success of an organization. KPIs are limited in number and ordinarily used to measure performance against the strategic and tactical goals and
objectives of the organization. When developed to indicate the operational performance of the organization, they usually are referred to as Key Operational indicators,
or KOls.

= Performance Framework® - Is an information structure for bringing together an interrelated set of performance Indicators, Measures and Metrics, along with
associated Business Information, to populate a frame, or Framework that can aide in achieving the organization’s goals and objectives, through more informed decision-
making. This Framework is a systematic representation of the performance characteristics of the inner workings of the organization’s Business Model. It is a means of
organizing, analyzing and reporting on the performance of critical activities and outcomes of the organization in a way that is transparent and comprehensible for

interpretation and application by managers and other stakeholders, both within and outside the organization.

NOTE: In what follows, we will use the broad term of “indicators” when referring to Performance Indicators, Measures and Metrics together in a collective sense.

26 . . ey . N . . .
This definition for “Performance Framework” is compiled from the concepts and descriptions developed in:
] Dorfarmrnre Mannnosmont Cramoiunrl Canadian Tr—\nrnnrf—\i-;on Agency, V. 2, 2004

and,

] A Pe,»formance Management Frameworkfor State nnd lnral Causrnmont: Eram Monciiromont tn Ronnrtina ti Mannnomont and Imnrnuing’ National
Performance Management Advisory Council, 2010
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While on paper these terms can be differentiated, in practice, the difference between and among them is blurred and to some extent irrelevant. As long as their
purpose and use is clear and carry the same understanding for everyone using them, whether they are called Performance Measures or Metrics or Performance
Indicators is a matter of organizational cuiture and personal preference.

If you have been following along with the references included in the footnotes, then you are seeing the variety of definitions currently in use in Performance
Management and the confusion that this can cause. As you work through the proposed Performance Management Framework and the sample process for
selection of Performance Indicators and associated Measures and Metrics, please keep in mind the definitions we are using here. And remember to always
indicate what definitions you are using when discussing your own Performance Management Framework. That will help to keep your Business Information
transparent and comprehensible to your managers and stakeholders.

A great deal of work has been done to develop measures for analysis and tracking of the performance of Core Services. Considerably less work, however, has
been done in the area of Support Services. But the gap is narrowing, and much of what has been learned about the use of performance data for managing Core
Services is now being applied in the management of Support Services. As you move through the discussion to follow, you will, no doubt, see some of the cross-
over that is occurring.

The Performance Framework is a particular representation of the Business Model. The information contained in the Framework maps to, and provides
performance information about, the working of the organization, as shown in the Business Model.

There are several broad types of Business Model that can provide the foundation for your Performance Framework, all of which have been subjected to extensive
study and practical application. Following is a brief overview of the primary Business Model types we considered in determining the Framework that is best
suited to meeting the Performance Management needs of the CPU/Town of Collingwood, both now and well into the future. These include:

* Balanced Scorecard’’ — This is a Corporate or Strategic-level Framework that takes account of the interests of multiple stakeholder groups or points of
view. As originally conceived, the four different viewpoints that were defined by Kaplan and Norton are the Customer Perspective, Financial Perspective,
Internal Business Process Perspective, and the Learning and Growth Perspective. The “Perspective”, or viewpoint, may change from application to
application, but the concept of balancing the Framework to take account of various “Interests” or “Perspectives” remains the same. For example, the
Balanced Scorecard Framework is now often employed in the monitoring and analysis of competing interests in the field of Environmental Management,

7 See: Robert S. Kaplan and David P. Norton, The Balanced Scorecard: Translating Strategy into Action, Harvard Business School Press, 1996; and,

Liz Murby and Stathis Gould, “Effective Performance Management with the Balanced Scorecard: Technical Report”, The Chartered Institute of Management
Accountants (CIMA), 2005.
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in which case the “Views” usually are Environmental, Economic, Social and Governmental, or some variation thereof, depending on the particular
application.

*  Value Chain’® — Another common Framework for managing business performance is the Value Chain. This approach looks at points of hand-off, or
Transaction Points across the business, where one process or sub-process fulfills its responsibilities (i.e. has added value to the product or service by
satisfactorilv completing the assigned process or sub-process) and passes responsibility on to the next process or sub-process in line. And, that process

or sub-process will, in-turn, add additional value to the service or product being developed, and so on.
This progression, or “chain”, proceeds until the final hand-off to the client or customer of the finished
product or service, at which point, value is maximized.

This Value Chain Framework was developed to function equally well at any transaction point across the
organizational environment, from strategic planning right through to line-tasks on the plant floor. This
flexibility makes it an increasingly common choice for framing a Performance Management system.

A similar Framework that is often used in commercial and industrial applications is referred to as the
“Supply Chain”. This application functions much the same as the Value Chain, but the scope of the
Framework tends to be focused more on modeling the flow of component goods and supplies that
cumulatively assemble into some finished, high-value goods or services. But, the concepts and
techniques of the Supply Chain model are not significantly different and can be applied as supplements
to understanding the Value Chain.

=  Functionor Activityzg — This Framework is designed with hand-off points, or transactions,
defined by the completion of a specific function or activity. This definition may coincide with the completion of “Responsibilities”, as in the Value Chain
model. However, this approach also may cut across the Value Chain, establishing more than one transaction point within a Value Chain segment. Or it
may aggregate across more than one Value Chain segment. However, the basic concepts and techniques of the Function/Activity remain the same as for
the Value Chain model. It is primarily the definition of the hand-off points that is fundamentally different.

% Transnortation Performance Audit Roard. “The Value Chain Model of Performance Measures”, Review of WSP Performance and Outcome Measures, December,
2004

% Zott. Christooher and R. Amit. “Business Model Design: An Activitv Svstem Perspective”. Lona Ranae Plannina (LRP), Vol. 43, pg. 195-215, 2010.
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= Work Unit/Division30 - This is an organizationally based approach, taking Work Units, or sometimes Divisions, as the defined entity around which to
frame Performance Management. It is intentionally designed as a tactical-level Framework that assumes some discrete role for the Work Unit {or
Division) in producing a defined component of a product or service. The production of this defined component and its organizational Unit, then becomes
the basis for measuring and reporting performance. The real value of this model, based on organizational units, is that, if they have clearly delineated
Responsibilities and Authorities, Structures and Governance, then their internal integrity may ensure they have the inherent flexibility to find a place in
most any organizational restructuring. In this case, they can function as a “Drag-and-Drop” Work Unit, one that fits into most any reorganization plan.

NOTE: The Work Unit/Division is the smallest element of the business that, working together as a group, produces a defined component or sub-
component of the product or service that is the intended output of the business. It is the smallest unit of measure in Performance Management.
Performance Management, in this context, does NOT deal with the performance of individual workers. That is a matter for Personnel Management.

. Responsibiﬁty-based31 - This final Business Model is grounded in a “Responsibility-based” approach that can incorporate the elements of the Value
Chain, the Function/Activity, and/or Work Unit models. And, it can even accommodate the concepts and techniques of the Balanced Scorecard, if
needed. It can be structured in different ways, but the most common is to define the model according to the transactional responsibilities (and
authorities) of either “Business Processes” or “Business Units” across the Value Chain. This “Business Model”, or “Framework”, usually is defined by
points of hand-off, as identified by completion of assigned responsibilities, or points at which responsibility passes from one process, or sub-process to
another, or from one business unit to the next in the Value Chain. The organizational space, in which the point of hand-off between the Producer and
the Consumer occurs, is referred to as the “transaction space”.

The flexibility of defining the boundaries of the various elements of the Responsibility-based Business Model makes it ideal for any process-driven
product or service. For example, the “Recruitment and Hiring” sub-process within HR, can be analyzed linearly from “notice of vacancy” in the
organization to full “on-boarding” of a new hire into the procedures and culture of the business. Under the Responsibility Framework, performance
across the Recruitment & Hiring Cycle can be measured and analyzed as a whole or in discrete parts based on responsibility-defined hand-offs,
depending on the size and scope of the service and whatever issue(s) the responsible manager may be concerned with addressing.

As pointed out in the “Findings” of the Review, there are insufficient data available to test how the Framework functions in assessing the performance of the
various services delivered under the terms of the current Agreement. Therefore, instead of selecting a Framework by fitting the model to the available data, the
Consultants took a “clean-slate” approach and have selected a Framework that best fits the management requirements of the CPU/Town. On that basis, a

* David Teece, “Business Models, Business Strategy and Innovation”, Long Range Planning (LRP}, Vol. 43, pg 172-194, 2010.
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modified “Responsibility-based Model” was determined to be the best choice to adopt as their Performance Management Framework. This choice seems best
suited to the immediate needs of the CPU/Town for use with contracted Support Services, but also for possible application in enhancing the performance of Core
Services, long-term. And, itis this choice that will be discussed further in the “Example” Framework that follows.

The Framework Model we are recommending was selected, primarily, to address the Consultants’ Recommendation for ensuring that future Agreements,

"

...... should reflect good principles and best practices”, specifically:

Major Components expected in good service agreements:
e (Clear description of services
e Schedule of prices for all services & service levels
e C(Clear roles and responsibilities for agreement management & reporting
e Integrated service performance management
(See the “Service Review, Summary Report”, pg. 14)

The “Business Interface Model” recommended, is an application of the “Responsibility-based
Business Model”, as described above. The key feature of the model is the focus on the “transaction
space” or “interface” of the business structures that link the Client or Consumer (CPU/Town) and
the Provider. (Figure 4-1 — Business Interface Model) In this model, the corresponding points of
responsibility for provision of products or services, and the use or consumption of those services or
products, occur across the transaction space and must first be clearly defined. It also requires that
the description of services be clearly crafted, so that all concerned will have a common perception
and understanding of the exchange that occurs across the “transaction space”. Absent clarity of
both Definitions and Responsibilities, the connecting links across the “transition space” will be weak

2 Much of what has gone into the design of the Business Interface model comes from the concepts and practices ot “Object Modeling”, developed for use in the
design of complex IT systems. In particular, see:

a) David A. Taylor, Business Engineering with Object Technology, John Wiley and Sons, 1995;
b) David A. Taylor, Object Technology: A Manager’s Guide (2™ Ed.), Addison Wesley Professional, 1997; and,
c) Alistair Cockburn, “Responsibility-based Modeling”, Alistair Cockburn, 1999
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and misunderstandings and conflicts will arise. And, this is the situation that was discovered during the Review.

This interface, or transaction space, is where responsibilities are exchanged between the provider and the consumer for each of the Services that are to be
delivered, as specified in the Service Agreement. This intersection between the Provider and the Client is the organizational space across which responsibility for
products and/or services are transferred, first, from the Client to the Provider, in the initial contracting for services, and finally, from the Provider to the Client in
the delivery of services.

To illustrate, (Figure 4-2), the first step in building the Interface Model is to define the
Services required by the Client. These Services, delineated as S-1, $-2, S-3, S-4 and S-5,
are the cornerstone of any Agreement that follows. This first step is the responsibility of
the Client (CPU/Town) and is critical to all that follows in the process of developing the
Service Agreement. This step also involves designating where, within the organization, the
delegated positions of responsibility occur for managing each of the specified Services.
(Thatis, C1, C2, and C3 in the model.) The person who occupies each of these positions,
the “Client Representative”, should be the one who develops the specifications for the
assigned service(s) and provides on-going management oversight of the delivery and
consumption of the service, wherever it occurs within the Client organization. Notice that
one Client Representative may have delegated responsibility for more than one service, as
in the example where Client Representative C1 is responsible for Services S1, S3, and S4.

Once the Services to be provided by Agreement are defined, then the rest of an RFQ/RFP
document can be built and distributed to potential Providers.

After the RFQ/RFP is received by potential Providers, the process of responsibility
delegation will be repeated, but this time within the Provider organization, as the designated Provider Representatives, P,, P3, and P4, assume primary
responsibility for developing their Proposal in response to the Client’s requirements. Responsibility, then, transfers back to the Client in the form of the
completed Proposal, at which point, the Client assumes responsibility for selecting a Provider from among the firms that have submitted proposals, and
negotiating, then, a Services Agreement with the selected Provider. Beyond the Proposal stage, the Client and the Provider enter into the back-and-forth of
periodic performance assessment along with the issuance of invoices (Provider) and payment for services rendered (Client). And finally, upon delivery, it is the
responsibility of the Client Representative to accept the products or services, assuring conformance with specifications, and to authorize payment, in accordance
with the terms of the Agreement.
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This “Responsibilities Mapping”, is completed when all connection points across the -“transaction space” have been identified and detailed for all contracted
services. This Mapping, then, defines the contractual relationship for management of any Services Agreement. A map of the relationships involved in these
responsibility transactions is represented in Figure 4-2, Responsibilities Mapping.

In the model, it is clear that there are certain responsibilities that are specific to the Client Representative, responsibilities to ensure the services received are in
conformance with the specifications of the Agreement. In the same way, there are responsibilities that are specific to the Provider Representative,
responsibilities to manage production and to deliver the specified services, in accordance with the specifications of the Agreement. But, there are
responsibilities, primarily of communication and coordination, which apply jointly to the Client and the Provider Representatives. These are responsibilities to
manage the Transaction Space, so that any misunderstandings and/or conflicts over interpretation of the terms and specifications of the Agreement, or
performance issues with the services, are eliminated or reconciled before escalating into major disputes.

The Business interface Model (Figure 4-1), then, is the foundation for identifying the Performance Indicators that apply at each of the points of interface, as
defined by the Service(s) provided, and as viewed individually, and jointly, by the Client and Provider Representatives. And, it is these Performance Indicators
that provide the bricks and mortar for the Performance Framework we are recommending for the CPU/Town of Collingwood.

The partially completed input table for the sample Business Interface Model (See Table 4-1, Pg. 16), shows what the Responsibility-based Framework looks like
when populated. And, you can see the value of the approach in setting up a systematic format that identifies and catalogues Performance Indicators. It also
clearly identifies the corresponding Indicators that define the responsibilities across the interface, or Transaction Space, between the Provider and the Client
(CPU/Town of Collingwood).

The example (Pg. 16) uses the HR sub-process of Recruitment and Hiring to illustrate how the Framework is populated. The indicators and associated
performance measures and data points used are suggestive of what might be developed and adopted for use, both by the Client (CPU/Town) and the Service
Provider, in the provision of contracted Support Services. A final populated Framework would have to be developed jointly, and cooperatively, by the parties
involved, for each service proposed for inclusion in a new Services Agreement.

To illustrate how the Interface Model works, we will follow a twelve (12) step process to populate the Performance Framework (Table 4-1). And, we will see how
the model fits together to produce the management information needed to make better business management decisions™.

* The literature identifies several schemes for developing a Performance Management Framework. One of the better works is: “Performance Measurement
Strategy Framework: A Guide to Developing Performance Measurement Strategies,” Treasury Board of Canada, Centre of Excellence for Evaluation, Accessed
November 8, 2014,
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Management Information: Determine the Management Information you need to make better Business Decisions. This is always the starting point
for building an effective Performance Management Framework. You must understand why you are developing the Framework and how you intend
to use it. Your first and foremost concern as a business manager is to understand your decision-making role, and then to become more effective in
fulfilling the requirements of that role.

Service Definition: |dentify and clearly define the Service(s) to be delivered, including identifying the corresponding points of responsibility for the
Provider and the Client, acting individually and/or jointly. This is the cornerstone upon which to build a solid Services Agreement. It is also the
foundation for establishing a Performance Management Framework that can be a powerful tool in management decision-making. If this is done
clearly and completely, it will ensure that both parties to any Agreement will have a common starting point for jointly managing the services as
specified. Clear and complete service definitions are absolutely necessary if you are to avoid, or at least limit, misunderstandings that otherwise will
arise when the expectations of the Client do not match the intentions of the Producer.

Process Identification: |dentify the primary processes and/or sub-processes that are employed in the production and delivery of the specified
services. A clear statement of the processes that underpin a contracted service, gives both Provider and Client a clear picture of “how” the
processes of production and delivery of services function, back-and-forth, across the organizational interface.

Responsibiiities: This is a critical step in the design and development of any Performance Management Framework. You must know the individual
and joint responsibilities at each connecting point between the Provider and the Client, as the roles and responsibilities are different from the Client
perspective, the Provider perspective, and from the joint perspective of the Provider and Client acting together. This is especially important when
the scale and/or complexity of sub-processes may be such that they require very different responsibility definitions and assignments, as may be the
case in large bureaucracies.

Performance Indicators: Identify the Performance Indicators, Measures or Metrics that will form the basis for understanding and managing the
performance of some component of the service. This is the point where you bring your management experience into the picture. Think through
what business and/or operational information you need in order to make more informed decisions about each service. Look for information that
will give you the greatest return on your investment, in time, effort and budget outlay. And then, develop the Indicators, Measures, and/or Metrics
that will provide the information that will help you to better fulfill your management responsibilities.

Indicator Calculations: Develop the formula you will use to calculate each Indicator of Performance. Remember, Indicators do not stand alone.
They are generated through a set of analytic functions that calculate the information you need, using data relating to the performance
characteristics, you have identified, as input variables for each service. Different formulas can generate different Indications of Performance, using

See also: Jack Diamond, “Establishing a Performance Management Framework for Government”, International Monetary Fund, Fiscal Affairs Department, May,

2005.
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the same input data. So, be sure the formula you are using actually generates the Indicator you want. In developing these formulas, keep in mind
the mathematical axiom of “Occam’s Razor”, that basically states the simpler the equation, the better will be the result™.

7) Data Requirements: |dentify the data needed to drive the formula behind each Performance Indicator. In general, Quantitative Indicators are
preferred over qualitative. Qualitative Indicators can be important sources of management information and seem to be used with increasing
frequency.35 Remember, however, they are indirect and inferential rather than direct, as is the case with Quantitative Indicators. In either case,
there usually is some form of data that goes into any formula that produces performance indicators. Stating the data requirement behind any
indicator tells what must be measured in order to drive the formula that generates the desired management information.

8) Data Source(s): Determine the source for the data required for each Indicator. Having listed the data requirements behind your Performance
Indicators, the next step is to identify where each bit of necessary data is going to come from. This step may also involve identification of substitute
or surrogate measures in cases where the primary data are not available.

9) Data Collection: Determine the method and frequency of data collection. Note here the form of the data that is available from each source, i.e.
electronic or hardcopy. Look for automated electronic importation of data rather than having to rely on manual input which usually is labour
intensive and can be prohibitively expensive. The expense of developing a software application for data collection and import may be significantly
less than the cost of manual entry, over even a very short period of time. Always make a credible benefit/cost analysis, spanning an appropriate
time period (say 3-5 years), before making any choice that by-passes investment in an electronic solution for your data collection needs.

10) Baseline Data: ldentify the baseline data that are required for trending performance over time, so you can build an adequate and credible starting
point for analysis. Trends are an important form of management information. It is always helpful to know if some aspect of production or delivery
of service(s) is trending positively or negatively. The range and application of management decisions intended to enhance performance can be quite
different depending on whether the measurements are trending up or down. So, establish a baseline for comparative trending as soon as possible
in the process of developing the Performance Framework.

** Occam's (or Ockham's) Razor is a principle attributed to the 14th century logician and Franciscan Friar William of Ockham. The principle states that "Entities
should not be multiplied unnecessarily." Or, “keep it simple, stupid!” This principle has been famously restated by such giants of science as Sir Isaac Newton,
Albert Einstein and Stephen Hawking, among many others, and it has become a core organizing principle of mathematics, physics and the biological sciences.

% See: Jonathan Becher, “Qualitative KPIs”, Manage by Walking Around, August 26, 2006.

And: Stacy Barr, “Quantitative versus Qualitative KPIs”, The Measure Specialist, May 21, 2013
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Now, going to the SAMPLE Input Table (Table 4-1), we will walk through the process of populating one element of the Performance Framework (HR — Recruiting &
Hiring), and you will see how it fits within the context of the 12 steps:

You can now start populating the Performance Management Framework. To lllustrate the process from the ground up, we will start by using the Input Table for
Recruitment & Hiring. (See page 70) Beginning in the Title Block, the Service (or sub-service) is clearly noted as HR — Recruitment & Hiring, and the term of the
Agreement is noted (2015-2018). This is the minimum you need in order to have some idea of what the boundaries are, or the scope, for the Performance
Framework. If additional sub-processes are of interest, as perhaps New Hire Orientation {(Corporate and/or Work Unit), then that breakdown could be included in
the NOTES as part of the Hiring Process. Or, it might require further “drill-down” of the Hiring Process, in which case additional in-put sheets would be needed
for the Framework. For example, Candidate Screening, Candidate Interviewing, and Candidate Offer and Acceptance might be analyzed as sub-processes, or drill-
downs, in the Interface Model, depending on the scale of the HR function or the level of management concern and/or focus. In this SAMPLE, however, we
assume that the overall “Hiring” Process is sufficiently detailed for performance analysis and reporting.

In a fully mature Framework, you would also use some space in the title block to show any Tactical Objectives the
organization may have established related to Recruitment & Hiring. For example, as part of an overall performance
enhancement initiative for 2015-2018, management may have set an Improvement Target of 25% reduction in Avg. Cycle
Time for Recruitment and Hiring, which, hypothetically, might translate to a 2.5 FTE reduction in staffing, for a typical mid-
sized organization. These targets, or objectives, would be included in the Table so all stakeholders who see the numbers
would have some context for understanding just what is being indicated and why.

Moving, then, to the left-hand column, Indicator, the first line shows “Level of Effort”, defined as the first Indicator of

performance for the combined processes of Recruitment and Hiring. The management interest in this Indicator is defined

as, “.........the amount and/or value of the effort that goes into the combined Recruitment & Hiring Processes”. Notice this

Performance Indicator does not provide any quantitative information that, in-and-of itself, can be used in any performance

analysis. But, it does indicate what a manager might be most interested in knowing about the Service(s) being examined (i.e. HR — Recruitment & Hiring).

Moving on to the next column over, Provider, the Framework shows the specific information that conveys some quantitative indication of performance the
Provider may need to know in order to better manage the production and delivery of the Recruitment & Hiring Service being analyzed. In this case “Labour”, the
identified measurement of performance, is calculated as the “Avg. staff effort in hrs./cycle of Recruitment & Hiring.” This is a number, or Performance Measure,
that can be calculated from measured data and tracked over time to provide an indication of the staff hours needed to deliver this particular service to the Client.
Or, when compared against some established baseline, it also can indicate a trend toward or away from the baseline, implying enhanced or deteriorating
performance, something that certainly would be of interest to the Provider of the Service.
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Jumping over to the last column, Client, we see the performance information that is of specific interest to a manager on the Client side of the business
relationship. Here the specific indicator of interest, “Hiring/Cycle Time”, is calculated as the “Avg. time in days/cycle of recruitment & hiring.” The Client
manager may be more concerned with the length of time that a position remains open than with the amount of labour that goes into the process of Recruitment
and Hiring. The longer a position is open, the longer the disruption and the greater the impact on the mission of the Client organization. Here, you can see the
real value of the Business Interface Model. In this case the Model allows for different views and different performance measurements for the Provider and the
Client. And, these may be quite different, requiring very different perspectives on what constitutes “Performance”.

Now, returning to the space between the Provider and the Client, i.e. the column labeled as Joint, shows the performance measures that are of common concern
to the Responsible Managers in both the Provider and the Client organizations. Once again, you can see the benefit of this approach in accommodating the
separate and discrete performance concerns of the Provider and the Client. It can also point to common ground that will help bring the two sides together
around shared performance concerns. In this case, the common performance management concern, or joint interest, is around “Cost”, which is calculated as
“Avg. cost/cycle of recruitment & hiring”. And, in the example of the Provider and the Client views, the performance measure yields quantitative information
about costs that can be analyzed and tracked over time, giving both Provider and Client managers information they need to make better informed decisions
about the service of Recruitment & Hiring.

The same logic applies through the remainder of the Performance Indicators that are listed as being of interest to the Responsible Managers on either or both

sides of the Provider/Client relationship. This three-way view of performance is formatted so you can tell at a glance what the focus of performance

measurement and analysis is in any Provider/ Client relationship. And, you can set up the form to follow trends in performance as seen from the perspectives of

both Provider and Client, or from the combined perspective of the two sides acting together. This combined perspective helps to facilitate communication in the

relationship in that both parties have a mutual interest in the joint Indicators, i.e., those which provide common ground for sharing in the analysis, interpretation
and communication of the information generated.

Looking now at the context of the example, you can see that Recruitment & Hiring is only one element of the Support
Services Catalogue. (Figure 4-3) The overall Catalogue is built by taking the input sheets for each process or sub-
process that comprise the Support Services to be included in a Services Agreement, and compiling them into a
systematic set of services and associated indicators. You can see how this same process of using the input sheets to
populate the Performance Indicator Table, for each Support Service, is a cooperative way to build the Support
Services Agreement. Using the same format for capturing the input for all of the Support Services provides an easy
structure for cross-referenced Indicators throughout the Catalogue. This cross-referencing can give you a visual
means for identifying indicators for reuse in more than just one Service, cutting down the time required to develop
and maintain any repeating indicator. This way, you can do a calculation once and duplicate the value for other input
sheets, as appropriate.
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As you can see, one of the primary advantages of the Performance Management Framework approach is that all parties to the Services Agreement are putinto a
position where they are forced to share some level of mutual understanding of, and shared responsibility for, development and on-going production of the
contracted services. Thisis a major advancement over the current situation where the Review found fertile ground for misunderstanding and conflict over what
services were produced and how those services were to be monitored and managed.

Keep in mind the Framework is a built from your “Catalogue”, of Indicators, Measures and Metrics that can be used to indicate the status of different aspects of
your business or operations. But, just because you have identified Indicators or Measurements for all of your service processes and sub-processes doesn’t mean
that you should use them all. On the contrary, you should identify just a few of the more critical measures that provide necessary information about the
business. What you have done with the Performance Framework is to develop a catalogue of Indicators, Measures and Metrics from which to select only the
ones that provide the management information that best satisfies your particular need, i.e. Performance Indicators or Business Metrics that will facilitate your
decision-making. And, after all, that is what you are trying to accomplish with your Framework.

And, this comes back to the concept of KPIs, or Key Performance Indicators, as defined on page 5% 1f you try to keep up with too many indicators, you may find
yourself bogged-down analyzing data, instead of spending your time managing the business. You should start with those Indicators you think will provide the
most useful information. Keep track of how you are using the information generated through your KPIs, and add or delete different Indicators, Measures and
Metrics as you see what is most useful for understanding the performance of your service(s).

And this leads to two further considerations that can help you select KPIs that are best suited to addressing your management information needs.

First, always start by determining the purpose behind any indicator you select. If you can’t identify the need for a particular indicator, then don’t use it. This goes
back to the core of what you are trying to accomplish, and that is to develop some specific performance information that will help in your management decision-
making. So, start with the question, “What is the purpose of this indicator?” And, the answer should be found somewhere in the following:

= Production —You may be interested in knowing how effective some process in your business is in maximizing the output, or production, of products or
services. You may want to know if production is maxed-out, relative to overall capacity. Perhaps you need to know if you can ramp-up production to
meet some new market challenge or opportunity. In both business and aperations management, you often will have a need for Production Indicators.

% For a more detailed discussion of KPls, see: David Parmenter, Key Performance Indicators (KPI): Developing, Implementing, and Using Winning KPIs, 2™ Edition,
Wiley, 2010 (NOTE: 3" Edition forthcoming early 2015);

Bernard Marr, “How to design Kev Performance Indicators — Management White Paper”, Advanced Performance Institute, V. 6, June, 2010.

Bernard Marr, “What are Key Performance Questions — Management White Paper”, Advanced Performance Institute, V. 11, June, 2010.
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But, you can’t measure everything all the time, nor do you want to. You must plan your Performance Framework carefully, so that you get the most
benefit from your indicators at least cost, in money and time.

Productivity — You may want to see how well you are doing in efficiently applying your resources in optimizing productivity in the development and
delivery of products or services. This may be done, for example, in conjunction with a reengineering study, or to be included as performance targets
(objectives) in your annual Business Plan. You may need unit cost numbers for capital investment planning for plant expansion or modernization. Ask
yourself, “Why do | need to understand unit cost for ?” (In money or other resources.) Understand your need, and then select an indicator, or
set of indicators, accordingly.

Status — You may need to know how far you have come in achieving some goal or objective. Or, you may need to check on the availability of resources
that go into a product or process, as, for example, knowing how far along you are in achieving energy saving objectives, as set down in last year’s
Business Plan, or in your region. Or, a Roads Manager will need to know the amount of road salt available, say six-weeks into the winter season.
Anytime someone is apt to ask, “Where are we with ?”, then you need some indicator of status to give your answer.

Variance - You may need to monitor and report on whether some aspect of your business is functioning as planned or some process is in compliance, or
at variance with some specification(s), as stipulated in the legislative and regulatory requirements of your

business. If you have specified regulatory tolerances you must meet, you likely will have to have some need

for variance measurements to meet your reporting requirements.

Trending — Often, you will need to understand the trend, or pattern, behind what you are observing and
measuring. You may have introduced some new technology and need to see what the impact is of these
changes over time. Or, you may need to know when the planned capacity of your plant is going to be
reached, triggering a major expansion or shift in product line. Whenever a time-line is involved in your
decision-making, you likely will want some trending data to support your decisions. And, this doesn’t
usually happen quickly, so plan ahead for what you need!

So, begin with how you are going to employ each indicator or measure. Ask yourself, “What management
information do | need, and what indicator, or set of indicators will supply that information?” Each of these
applications may require a different indicator, or set of indicators, in order to satisfy both internal and external requirements for performance information.

Another view that is important when selecting KPlIs is the “type” of indicator needed. Once you understand your need for measuring performance, you now need
to determine what type of indicator will best meet that need. Traditionally there have been three broad “types” of performance indicators identified for
application in the Framework:

= Effectiveness — refers to the production of results (outputs) expected from strategic policy directives or tactical business decisions without regard to
the expenditure of resources (inputs). Effectiveness deals with maximizing outputs and most often is expressed as total units produced;
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that tells you about what you most need from a management perspective. Don’t put too much effort into measuring a small, simply managed service just
because its performance is easily measured and reported. The matrix will show you where you need to put the most emphasis when developing KPIs that
comprise the Performance Management Framework.

Once you are satisfied that the Framework adequately reflects the performance of your business, then you can design a “Dashboard” you can use to tell, at a
glance, how the service in question is performing. Properly designed, a Dashboard can give you a quick visual check of the status of your Performance Indicators.
How you set up your Dashboard will depend on who are the intended users of the information displayed. An operational Dashboard is intended to give you a
quick check on the operating parameters of some production process or, perhaps, several critical elements in your “Supply Chain”. On the other hand, a Business
Management view will be quite different from what you see in an operational Dashboard. From a Business Management perspective, the Dashboard is most
often designed around the KP/s you have established to indicate the performance status of the most critical aspects of the business.*’ But, in an operating
environment, the Dashboard also is ideal for display of Key Operational Indicators (KOIs). Any time you have a systematic collection of Performance Indicators,
whether aggregated at a policy level or at an operational level, you probably can benefit by building a dashboard display of the more crucial indicators.

The Performance Management Framework is never fixed, once-for-all. Rather, you should see it as a dynamic process, used to assess performance and to make
informed management decisions. Monitor the performance of the Framework, just as you do the performance of your services, and you will find real value for
money in its development and application.

Note that what has been described and discussed is applicable not only to contracted services but also to services supplied by internal sources. In fact,
application of the Framework to all core and support services, across the CPU/Town, can assure that services delivered, whether through internal sources or by
contract, are competitive with the best in the business. The Framework, along with a companion Dashboard, can give you an on-going basis of comparison that
can motivate all parties to perform at the highest-levels, with an assured “value for money” to the rate-payers and the citizens of Collingwood.

The Business Interface Model for Recruitment & Hiring has been used to illustrate the basic structure of the Performance Management Framework
recommended for adoption by the CPU/Town of Collingwood. But, this is only one of several possible approaches. All of the possibilities described earlier in this
document are based, in one way or another, on the concepts and practices of Business Modeling. However, the approach recommended has several advantages
over any of the other options, including:

= Makes clear the roles and responsibilities of all parties to any Service Agreement;

37 For an extended discussion of Performance Nachhnarde caa- \WWauna \W Frlrarean Dorfarmanco Nachhnnardc: Monaciirina Manitarina and Managing your
. . d
Business, John Wiley and Sons, 2™ Ed., 2011.

See, also, the interactive displays of 10 differ

And. a oractical anolication of the Dashboard can be seen in: City Manager’s Performance Dashboard, City of Phoenix, AZ, Accessed November 13, 2014,
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= Provides a framework for mutual understanding of the performance characteristics that all parties to the Agreement will find helpful in managing the
production and delivery of the contracted services;

=  Establishes a catalogue of performance measures from which Indicators can be designed and built into your Performance Management Framework to
monitor and report on the performance of the contracted services during development and production and on into delivery;

= Establishes a logical process for measurement, monitoring and managing the support services of the CPU/Town, including those supplied by internal
providers; and,

= Gives the CPU/Town a general model which can be extended to cover the performance of all Core Water and Waste Water Services.

On all counts, the Business Interface Model seems best suited to the Performance Framework requirements of the CPU/Town of Collingwood. Any Producer of
Support Services can also benefit by participating in developing the Framework and employing it to assure compliance with the specifications of any future
agreement that may be reached.

You will find that a somewhat limited range of possible Performance Indicators, Measures and Metrics has been developed for Support Services. But, you will
find enough to give the results you need from a management perspective. Remember, always start by asking yourself what management “Purpose” is behind any
indicator you are designing. Then, what specific management question or issue will you be addressing through a particular indicator. Then determine the “Type”
of indicator that can be employed to answer the questions raised by the management “Purpose” of the indicator.

Keep in mind that Quantitative measures are preferred over Qualitative. That said, however, Qualitative measures and indicators are becoming more acceptable
as important secondary sources of information. Standing alone, however, they do not provide the degree of rigorous management information, usually needed,
to make the strategic or tactical decisions that impact on the future of the organization. If you do introduce qualitative measures into your Performance
Management Framework, it is best if they are introduced as secondary to some set of quantitative measures that are primary to the calculation of your business
metrics.

The selection of Performance Indicators, Measures or Metrics for your Performance Framework is not necessarily an easy task. Before proceeding, we
recommend you go back and review the 12 Step process for populating the Performance Management Framework. That will give you a solid base for
understanding the context of the Framework when you begin to select your Indicators/Measures/Metrics (Pgs. 13-15).

And, as we move on with this discussion, remember the fundamental differences between and among Measures, Metrics and Indicators (See Pgs. 3-5). This will
help eliminate at least one potential source of confusion when discussing your Performance Framework with others.

There are any number of works available that list and describe the more common Indicators and Business Metrics used for assessing the performance of a wide
variety of Support Services. We have not tried to anticipate your specific requirements, as you will need to establish your own Framework for assessing the
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performance of your Support Services. Instead, in what follows, we have listed a sampling of the more commonly used Performance Indicators, Measures and
Metrics for each of the services we have identified as the most likely candidates for inclusion in any Support Services Agreement. These reference works will help
you expand your own knowledge base, giving you a stronger background from which to develop your overall Performance Management Framework.

When pulling together your catalogue of indicators, keep in mind, there is no-one-size-fits-all! Every situation truly is unique, and no one indicator can tell you all
you want to know in a way that you can be assured represents the reality of what you are measuring. The source and reliability of the data you use may vary
from application to application, from season to season, from reading to reporting and/or from interpretation to interpretation. Individuals looking at your
indicators will understand what they are seeing through their own lens of bias and experience. And this often leads

to interpretations that are quite different from what you may have intended. You must take special care to ensure

that each and every indicator you employ actually bears a close relationship with reality, and that they generally will

be comprehended similarly by all who may view your results. This necessarily requires special attention to the

design and application of each indicator, if you are to ensure the general validity of your results and interpretations.

There are many resources available that can give you a more in-depth introduction to the topic of Performance

Indicators. Much of what is seen in the literature comes from various academic and professional sources in the UK,

where there now is a legislative requirement for inclusion of Key Performance Indicators {KPIs) in annual Business

Reports. This legislation has opened the door to much creative and productive thinking about the development and

use of Performance Indicators in management decision-making in the UK. And, we can take advantage of that thinking for our own development and use of
Indicators for more efficient and effective management of our own business functions and activities.

The following resources, many of them UK based, describe the process of building, and employing, a systematic set of Performance Indicators. These resources
will help you to better understand the logic and the process you will need to employ in order to be fully effective in populating the Performance Management
Framework, as previously discussed. A well-constructed framework, populated from a well thought-out and systematic “catalogue” of Indicators, will provide you
with a powerful tool for decision-making.

= Andy Neely, John Mills, Mike Kennerly, et al., “Performance Measurement System Design: Developing and Testing a Process-Based Approach”,

International Inurnal of Onerational and Production Manaaement Vol . 20. No. 10. 2000. nn.1119-1145.

= Monica Francisco-Santos, Mike Kennerly, Bernard Marr, et al., “Toward a Definition of a Business Performance Measurement System”, International
Journal of Operations and Production Management, Vol. 27, No. 8, pp. 784-801, 2007.
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= David A. Ammons, “Performance Measurement: A Tool for Accountabhilitv and Performance Imnrovement”. County and Municipal Government in
North Carolina, UNC — Chapel Hill School of Government, 2007.

=  Bernard Marr, “Measuring and Managing Intangible Value Drivers”, Business Strateqgy Series, Vol. 8, No. 3, 2007, 172-178.

= Bernard Marr, Kev Performance Indicators (kpi): The 75 Measures Everv Manager Needs To Know, Pearson Eds

»  Christopher Ittner and David Larcker, “Non-financial Performance Measures — What Works and What
Doesn’t”. Knowledae@ Warton/Finance. December 6. 2000.

= Chee W. Chow and Wim A. Van der Stede, “The Use and Unsefulness of Non-financial Performance
Measures”. Manaaement Accountina Quarterlv. Vol.7 No.1. Sorine Quarter. 2006.

= Mark J. Epstein and Adriana Rejc Buhovac, “Performance Measurement for Not-For-profit Qrganizations: A Management Accounting Guideline
(MAG)’. The Sncietv of Manaaement Accountants of Canada and The American Institute of Certified Public Accountants, 2009.

®» A Guide to Kev Performance Measures — Communicating the Measures that Matter. PriceWaterhouseCoopers, 2007

= Bernard Marr, “How to design Key Performance Indicators — Management White Paper”, Advanced Performance Institute, V. 6, June, 2010.

Read through some of the general literature on Performance Indicators, Measures and Metrics, so you will have built-up a general foundation for measuring,
monitoring and reporting on all aspects of your business. From its policies and long-range strategic plans, to the operational characteristics of its functions and
activities, you then will be ready to take-on the work of developing a systematic set of indicators with which to populate your Performance Management
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Framework. Remember, what you are putting together, at this point in the generation of your working Framework, is a systematic list, or catalogue, of
Performance Indicators, KPIs, Performance Measures and Business Metrics from which to draw-upon, as needed, to populate the Framework. Every item that
goes into your list, or catalogue, likely will not be used in every instance. But, you want to ensure that you have a comprehensive set of performance
measurement tools available, so that you can build the strongest Framework possible for use in management decision-making.

But first, you should begin populating the Framework by compiling a list of indicators that relate to Support Services, generally, without specific application to one
service or another. Remember, if you are contracting-out your Support Services, you will be managing a Contract rather than a labour force. This is a very
different situation, one that usually does not get the attention it deserves. You may not be responsible for Production of Support Services, but you are
responsible for ensuring that your Contractor delivers your Support Services within the specifications you have developed for the contract.

For this first task, and for the work that follows for the individual Support Services, we have used a “Template” that catalogues the indicators. The Template also
shows the associated Calculation(s) needed to generate a specific value that represents some bit of information about the performance of a function or activity
within your organization. This Template can be (and should be) expanded to include other information that meets your particular needs. For example, you might
include the “Type” and/ or the management “Purpose” behind each indicator, etc. The Template, as is, serves as a beginning for development of your Catalogue.
But, recognize it as a starting point only, and develop your own template that best serves your own purposes.

What follows, then, are a number of Performance Indicators with associated Calculations and References, which might apply at the overall, or aggregate-level, of
Support Services Management. This template is set up based on in-house management of production of services. However, it also contains clues about how you
might want to measure, track and report on contracted delivery of the Services.

Jidil vLnLduon

1ULdl Jidli MId. JUD-TRIdLEU VVWUIK fVWEEK] ALUUY

Total Staff Hours Available {Week)

Administrative Overhead (Cost of Support Services as % of Total
Org. Budget)

Budgeted Labour Cost - Support Services X 100%
Total Budgeted Cost of Business

Complaint Resolution (No./% of Service Complaints Referred to
Division Manager for Resolution)

Number of Complaints Referred (Metric)

Number of Complaints Referred X 100%
Total Number of Complaints Received

Cost Overruns (Projection Tracking)

Total Contract Invoiced to date X 12
{No. Months Invoiced)

Training (% Staff Hours Spent in Training during the Past Calendar
Year)

Total Hours Staff in Training in Past Year X 100%
Total Hour Available for All Staff

Staff Turnover (Percent “Churning” Requiring Extraordinary
Training & Orientation Regimens)

Staff Vacancies (Yearly) X 100%
Total No. Staff

Conformance w/ Standards (Federal/ Province/ Town of
Collingwood Standards)

No. Violations per Year (This is an example of a “Metric” rather than a Performance Measure, i.e. a single
numerical value that indicates the state of an operation or a business function or activity, at a fixed point in
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You are now ready to turn your attention to the individual Support Services and the Performance Indicators, Measures and Business Metrics that can help you to
make better decisions about supporting your core functions. Remember, your support services do not stand alone........ they exist to support your core business,
ensuring that your business fulfills its mission and achieves its goals.

In what follows, we have pulled together some of the more generally used indicators, measures and metrics in the area of each of the support services the
Collingwood Public Utilities and the Town of Collingwood may expect to consider for outsourcing under a reissuance of a service contract with the current service
provider, or with some other source, either internal or external. Properly constructed, a new Support Services Agreement will give you a strong foundation of
service definitions and clear specification of levels-of-service, as backed by your Performance Management Framework.

For each support service indicated as a likely candidate for future outsourcing, we have developed a “Catalogue Sheet” that shows some of the
indicators/measures/metrics in common use today, along with one possible calculation of each indicator, if appropriate. In most cases, the formula shown is only
one of a number of possible analytic approaches to generating the indicator. Other approaches may be necessary because of an absence of required data,
dictating an alternate approach. Or, it may require the inclusion of some special consideration that otherwise would not be necessary. In most every case, care
must be exercised to ensure you are getting the right results for your needs.

Following-on the list of indicators and measures, we have included references to some of the literature that addresses the performance management of each
support service. The references shown are drawn from a broad sweep of sources, ranging from academic research to the marketing materials from performance
management consults and data management software developers. In all cases, each resource adds something to the knowledge and understanding of
performance management and the tools and techniques that support efforts to enhance the operational performance of our public utilities.

Also, be aware that these lists are far from exhaustive. They are meant to be illustrative only! You should not just pick and choose from what we have shown, as
you likely will have some particular need that is not adequately covered by the indicators/measures/metrics shown as examples for each support service.
Considering these qualifications, the tables for each service have intentional blank spaces to remind you they are incomplete and not to be relied on for direct
application. Itis up to you to develop your Catalogue from which to populate your own Performance Management Framework.

76 | Page

CPS0007337_0078
CPS0007337_0001

)1



(
Confidential Record

With this in mind, the following are sample Performance Indicators, Measures and Metrics that are in common use among the more progressive and high-

performing businesses and public agencies on the scene today, uses we can learn from and take advantage of in our efforts to enhance the performance of our

Public Utilities.

Meter reading is the critical first step in the revenue collection process. For most utilities, meter reading is a labour intensive activity. While the use of automated

meter reading (AMR) technologies is increasing, the majority of meters are still read manually once a month. Any errors or delay in the meter reading process

negatively impacts customer satisfaction. ***

In spite of what we see as the truth of this statement, there are few published examples of Performance Measures for Meter Reading. However, as an activity that

(See “Benchmarking Meter Reading Performance”, Reference, pg. 31)

is crucial to the efficient and effective functioning of the billing/collection interface between the water agency and the customer, we can apply principles of good
management practice to develop o set of Measures that will assist in assuring good customer relations. The References found at the bottom of the Table can give

you some guidance regarding those management principles.

2TATT UTillzation

10131 DI3TT ArS. JOD-rerarea ACIIVITIES { WEEK) A LUU%
Total Staff Hours Available {(Week)

Error Rate (No Reading)

No. Reading Failures all Causes X 100%
Total Meters in System

Error Rate (Meter Malfunctions)

No. Reading Failures due to Malfunction X 100%
Total Meters in System

Automation Index (Automation of System)

No. of ARM in Operation X 100%
Total Meters in System

Route Optimization (Statistical Variance from Average Route by
Time — Optimized = (+/- 10)

For Example:
No. Route Time Variances {+/- 1g) X 100%
No. of Routes

Training (% Staff Receiving Refresher Training in Past
3 mo. — 25% Optimal)

No. Staff Receiving Training in Past 3 Mo. X 100%
Total No. Staff

Staff Turnover (Percent “Churning” Requiring Extraordinary
Training & Orientation Regimens)

Staff Vacancies (Yearly) X 100%
Total No. Staff

Conformance w/Standards — Metrics (Health & Safety Standards &
Procedures)

No. Violations per Year (This is an example of a “Metric” rather than a Performance Measure, i.e. a single
numerical value that indicates the state of an operation or a business function or activity, at a fixed point in

+iemam \

- “Ivieter Keaaing rrorvies ana best Fracuces Lul4: A bencnmarking >tuay or ivieter Keading rractices”, 1ne Ascent Lroup, >eplempoer 48, ZUl4.
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(

~aes Yours Measure Up?”, Medical Practice Management, November/December, 2010.

. merane e reracsmos woreneanre g wors 1or viedical Billing”, Getting Paid, October 11, 201(

B ian s uawes. nev renunnanos mueanna- what ta Measure at Your Practice”, Power Your Practice,

This is the cornerstone of any business that relies on the connection it develops, and the relationship it maintains, over time, with its customer-base, for
continued success. This is no less true of a service-based public utility than it is for a product-based private company. Without the good will and strength of
connection between the utility and the public, the work of the utility is impeded, and the morale of management and staff will be challenged at every turn.

The variety of Indicators shown, and the range of references included, will give you a wide-reaching introduction to what likely is crucial for you to measure, and

critical to your management and operational decision-making. Study these samples carefully, along with the references included. Then, craft your own list of
indicators and calculations, all of which are specific to your circumstances and special needs.

2TarT vtinzauon

1 OTdl DTJTT ArsS. JOO-reidred ACLIVITIES {VWWEEK] A LUU%
Total Staff Hours Available (Week)

Avg. No. of Contacts by Channel

No./Website
No./Email

No./Call Centre
No./Personal contact

Average Wait Time (Time/Enquiry)

Average No. Hours per emailed Enquiry

1st Contact Resolution (%)

No. Contacts Resolved w/1St Contact X 100%
Total Contacts Received

Negative Contacts (No./%)

No. Negative Contacts {Per Mo.) x 100%
Total #Contacts (Per Mo.)

Avg. Response Time (No. of Negative Calls)

Total Neg. Response Time (Per Mo.)
No. Negative Contacts {Per Month)

Avg. Resolution Time (By Type of Contact)

Abandonment Rate (%)

No. Contact Disconnects {(Per Mo.) x 100
Total Completed Contacts (Per Mo.)

Completion Rate (%)

Total Contacts Completed w/I Specs. X 100%
Total Contacts Completed

Hold Time {Avg.)

Total Hold Time (Per Mo.} X 100%
No. Connected Contacts (Per Month)
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= Anna Mar, “70 HR Metrics with Examples”, Simplicable, Posted July 23, 2011.
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This is an area of service that deserves more performance management attention than it gets. From an effectiveness point of view, every day that a position
within your organization is vacant represents an opportunity lost to generate productive work. This is referred to as an “Opportunity Cost” and is equal to the
value of the unburdened salary or wages associated with the position. Then we have to add the ramp-up time that a new employee must go through in order to
get completely up-to-speed and fully productive in his/her new area of responsibility. Different studies have shown that the value of this ramp-up time is from 3
to 9 months, depending on the type of work and the entry qualifications and experience (or Quality) of the new employee. Here, we can see that every day the
position stays open, can represent significant loss of productive value. Itis crucial, then, in this age of shrinking budgets, to ensure every vacancy stay open no

longer than is absolutely necessary, and that the quality of the candidates, from which you have to choose, represents the very best available.

With this in mind, what follows is a list of Indicators, Measures and Metrics that can help to ensure a fully efficient, effective and quality outcome from the

Recruitment and Hiring functions:

Jran vuncauwvii

1ULAI JLAI 111D, JUMTITIOLEU AMULIVILIED | ¥VECh) A 1UU/U

Total Staff Hours Available (Week)

Avg. Days/Cost to Hire New Employee (**Labour
Effectiveness){~Cost Efficiency)

**Total Time {Days) to Hire (Year) X 100%
Number of Recruitments

ATotal Cost to Hire (Yr.) X 100%
Number of Recruitments

Opportunity Cost of Vacant Position

Value of Salary/Wages ($) + Value of Ramp-up ($)

Level of Effort (Cost Efficiency of Recruitment)

Avg. Cost per Recruitment X 100%
Avg. Staff Hours per Recruitment

Offer Acceptance Ratio

No. Offers Accepted X 100%
No. of Offers

Quality of Recruitment (Exceeds Quals. — Ratio)

No. 2 Minimum Qualifications X 100%
Total No. Applicants

Quality of New Hires (No. Short-listed)
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= Errors as % of Total Transactions {Avg.)

= Cost of Corrections per Payroll Cycle {$$ Avg.)

= Cost per Corrective Transaction {5$ Avg.)

= Retroactive Adjustments {Days of Delay — Total & Avg.)
. Comparison w/Errors Identified thru Process QC

Compliance L Compliance w/Provincial/Federal Standards, & Regulations

[} Canfarmance w/Tawn Standarde R Praradiirac

The field of Occupational Health and Safety is another area of Support Services that can deliver significant savings through the effective application of
Performance Indicators, Measures and Metrics.

Here we introduce the concept of leading and lagging Indicators, common in OH&S studies and programs. Leading Indicators refer to measures associated with
actions taken in advance of an incident occurring. For example, the estimated effectiveness of a special OH&S Program focused on physical training designed to
reduce the incidence of back injuries, is working with leading indicators. These Leading Indicators measure safety-related activity rather than safety per se. On
the other hand, Lagging Indicators refer to a focus on incidents that have already occurred and on measures to prevent recurrence. Lagging Indicators are
aimed at corrective actions taken, after the fact, that are intended to prevent or reduce recurrence of similar incidents. For example, looking at the leading
causes of back injuries that result in lost-time from the job would be considered working with Lagging Indicators. If we are estimating the impact a prevention
program will have on the reduction in, say, lost-time back injuries, then we are dealing with Leading Indicators in developing an injury prevention program. On
the other hand, if we are doing an analysis of the primary causes of lost-time back injuries that occurred last year, for example, then we will be looking at Lagging
Indicators to help design an incident reduction program.

The following Table is a compilation of several of the more commonly utilized measures (Leading and Lagging) in the field of Occupational Health & Safety.
Employing these, or similar indicators to guide your OH&S Program, can help you to achieve some of the significant savings that are possible through a
commitment to instituting a Performance Management Framework for your OH&S Program:
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Another area in which a well-constructed Performance Management Framework can make a significant contribution to the efficiency, effectiveness and quality of
the support provided to core services is in the delivery of IT services. A reliable and efficient IT system, increasingly, is the key to high-levels of performance that

we expect from our core services. More-and-more, IT is crucial to maintaining the continuing operation of all water/wastewater functions, activities and tasks,

from payroll entry to plant process automation.

The following Indicators, Measures and Metrics are representative of a few of the pointers that can be relied on to ensure the optimal functioning of IT Services

for Public Utilities:

Jdil ULIZdLIUT Rde

2ldll MI>, JUU-TEIdLEU ALLIVILIES {VVEEK] A LUU70

Total Staff Hours Available (Week)

Service Requests (Avg. Backlog)

No. Service Requests awaiting Action

Service Requests (Response Time — Avg.)

Total Time Logged on Service Requests
No. of Service Requests Completed

Service Requests (**No. and A% First Time Resolution)

**No. of Requests Completed ~ 1st Response
ANo, Reguests. Completed — 1st Response X 100%
Total No. Requests Completed

Service Requests (**No. and A% Reworks)

**No. Reworks (Analysis Period, i.e. Month)
ANo. Reworks {Analysis Period, i.e. Month) X 100%
Total Service Requests (Analysis Period)

Service Requests (Avg. Cost per Contact)

Total Cost of Time Logged to Completed SRs
No. of Service Requests Completed

Capacity Management (Capacity in Use as % of Total Capacity)

Data Storage Capacity in Use {Avg.) X 100%
Total Data Storage Capacity

Capacity Management (No. of Service Interruptions)

No. of Service Interruptions (Analysis Period)

Capacity Management (Avg. Duration of Service Interruptions)

Total Duration Service Interruptions {Analysis Per.)
Total No. Interruptions {Analysis Period)

Security (No. of Major Security Incidents/Year)

No. Major Security Incidents (Year)

Security (Average Lost Time due to Security Incidents/Year)

Total Lost Time due to Security Incidents (Year)

U NS CUUSR SRR I I SR S IOUNURY [V SR Y

= FTRAASER MONTOCSSE OGN TLASSENRS T OGS N SESTISRISCONEL DRSS MUSRITISSI VAIUC UL L, T FHIUNLIWT IVICLIILD YIS, AP 1O/ TCUTIVIVEY DUDITIEDYD IWVIdIdECITICIHIL VWIHILE Fdpci, £ULd. ‘
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There is a rule of thumb in the world of Data Centre Infrastructure Management (DCIM) that says the volume of digital data is doubling every year. (To put thisin
perspective, it is estimated that in 1993, totz mounted to approximately 100 Terabytes (TBs) for the year. As of June 2008

estimated Internet traffic at 160 TB/s. In other words, the amount of Internet traffic per second in 2008 exceeded all of the Internet traffic in 1993.)"" Add to this
the increasing complexity and sophistication of data-driven business applications, and the importance of Data Management, as a universal Support Function, has
become more than many public utilities can absorb. Consequently, the need for DCIM resources, both full-time/in-house staff, and through support services
contracts, has also been increasing exponentially. As a result, more and more public utilities are turning to contract provision for Data Collection, Tracking and,
most especially Database Management. Reliance on outside DCIM resources leaves in-house staff available for frontline support of the end-users, and for
managing contract resources, as is the case with IT services, as described above.

But, regardless of whether Data Services are provided in-house or by Agreement, there is a growing need for qualified staff to manage the provision of what has

become a critical, and universal, support service for our utility services.

So, reliance on a solid Performance Management Framework is becoming increasingly important to ensure reliable and secure provision of efficient and effective
DCIM services to support the growing number of applications that are dependent on timely access to data that are current, accurate and secure.

In what follows, you will find some of the more crucial indicators of performance being employed today in the field of Data Centre Infrastructure Management.
Notice that many, if not all, of the indicators shown are the same as those needed to manage IT resources. You will find many others that may be adaptable to
water and waste water applications, especially drawing from the electrical industry. But, you should find the right mix of indicators that meet your specific needs,
and build them into your Performance Framework, as soon as possible.

31aIT UTHizaton 101al >IaTT HIS. JOD-related ACIIVITIES {WeeK] A 1UU%
Total Staff Hours Available (Week)

Capacity Management (Capacity in Use as % of Total Capacity) Data Storage Capacity in Use {Avg.) X 100%
Total Data Storage Capacity

39
See
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Variance — Cost (A Bid vs. Estimate)

Actual (Bid-S) —Plan (Est. $) X 100%
Plan (Est. S)

Variance — Cost (A Actual vs. Estimate)

Actual {Final-$) — Plan (Est. $) X 100%
Plan (Est. S)

Variance — Schedule (A Actual vs. Estimate)

Actual {Final-Days) — Plan (Days) X 100%
Plan (Days)

Variance — Changes (C.O.s as % of Total Cost)

Actual {C.0.s-5) X 100%

Actual (Total Payment excluding C.O.s)

Compliance with Specs. — Construction (No. of Failing Tests as % of
Trtal Tackel

No. of Failing Tests X 100%

TAt+al NlAa Af Tacte

The selection of performance measures is a highly individualized process, one that is different for every organization wanting to enter into the world of data-
driven decision-making. This is especially true in the area of Support Services where you should think carefully about the indicators/measures you employ.

There is one additional point that needs to be made clear regarding Performance Indicators, Measures and Metrics. You may have noticed that there is no
mention of services relating to Policy or Strategic Business Planning that are listed as candidates for out-sourcing. As a Consulting Team, we are united in our
belief that Policy and Strategy are the exclusive purview of the Utility and, as a matter of practice, should never by contracted to another agency. What's more,
the Utility, or more specifically the Public Utility Board of Directors, has the fiduciary responsibility, under Provincial law dealing with Corporate Governance, to
guide and direct the affairs of the Utility. And, this responsibility, as stipulated under the law, cannot be delegated to another entity. We, therefore, do not ever

advocate contracting out any activity that includes any degree of strategic planning or policy determination.
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The selection of benchmarks is even more highly individualized than is the choice of Performance Measures. The use of benchmarks can be effective in

establishing improvement targets and in conveying comparative performance to decision-makers as a means of capturing attention and support. However, any
benchmark you may decide to compare your own performance against will have pitfalls that must be well understood and taken into account when making
comparisons with others.

Once again, it must be recognized and emphasized, that the situation behind any benchmark is unique, in that there never is a clear one-to-one relationship

between one set of local conditions and circumstances and another. None-the-less, if benchmarks are used, they may be effective, but only with careful

qualification of any inference that may be drawn.

It's generally recognized that there are four different types, or categories, of benchmarking:

Competitive Benchmarking against direct competitors. Most often used in business and industry, this looks at the performance of another organization
of similar processes and outcomes and with common circumstances, as might be the case if Collingwood were to benchmark water services against, say,
Owen Sound. This can be useful if local factors and circumstances are markedly similar between the two parties to the comparison. This type of
benchmarking can be especially effective when one party has adopted some new technology or process, for example, and you want to test the outcomes
of traditional technology against the results from the new.

Process Benchmarking is used when comparisons against industry-wide experience and/or standards may be appropriate. This is benchmarking against
the average experience of a group of non-competitive providers with the same mission, function and product or service, but in different service regions
or different client groups, for example. This is the basic concept behind the National Water & Wastewater Benchmarking Initiative (NWWBI) that seeks
to develop a base of pooled experience against which local comparisons can be drawn. This can be very effective for water agencies that approach the
norm in size, local expenditure, etc., as this kind of pooled data always fits the statistical patterns of a “bell-curve”. But, unless your water agency falls
within, say, one standard variance of the curve, any comparison will begin to deviate further and further from the norm, making any benchmarking
conclusion less and less valid.

Generic Benchmarking looks at similar processes across different product lines or industries. In the field of water and wastewater, for example, it is not
uncommon to find benchmarking against the technologies, practices and organizations in the petroleum industry. Once again, this kind of benchmarking
can be very effective, but it must take account of the inherent differences between industries.

Internal Benchmarking is done, usually, when you have established, or have had imposed, some performance targets against which you need to
demonstrate progress, as in the case of a major change initiative. Here, benchmarking can be especially effective. For example, your initiative may
involve implementing new technologies, different practices and/or reorganization, and you are running into significant resistance. In this case, “seeing is
believing”, and so, demonstrating actual progress toward achieving the goals of change can be a strong motivating factor in breaking-down the
resistance you are encountering.

89| Page

CPS0007337_0091
CPS0007337_0001

)1



(  07337_

Confidential Record

When it comes to benchmarking, again the message is, there is no-one-size-fits-all. Every situation is unique, and employing benchmarks without taking careful

account of local conditions and circumstances, can lead to false interpretations.

The two most significant issues to be aware of in potential Benchmarking for the CPU/Town are:

1)

2)

Compatibility of Size, or Scale, and general circumstances. When talking about benchmarks, it is especially difficult to find a small-scale comparator for
the CPU/Town to measure against. Most of the benchmarking found has been done for mid-size organizations and larger. In all case where
benchmarks were found, the CPU/Town falls on the very lowest-end of the size spectrum and out of any range that could be construed as typical.

Area of focus, i.e. core or support service comparators. Most of the work of comparative benchmarking comes from the core services of water supply
and wastewater treatment and disposal. There is littie information available for benchmarking against support services, especially for support services
specific to water/wastewater. The CPU has been a participant in the National Water Wastewater Benchmarking Initiative (NWWBI), having submitting
data on water operations since 2009 and adding data for wastewater in 2013. However, these data, for Collingwood, as for most other reporting
agencies, are largely operational (or core services related) with administrative data (for support services) limited, primarily to Customer Service, or in
some cases, Billing & Collection. Much the same situation is found as you look into the larger private industrial arena of administrative and general
support functions. There has been much more comparative data generated for core functions than for support services, making benchmarking very
difficult to justify.

Before launching into any benchmarking initiative, we recommend you become familiar with the experience of others, as described in the following references:

Matt Waldram, “How to Benchmark in Strategic Management”, eHow, 2012,

). Delayne Stroud, “Understanding the Purpose and Use of Benchmarking”, Six Sigma, Accessed November 14, 2014.

Scott Madden, “HR Shared Services Benchmarking Survev: Inaugsural Benchmarkine Studv Canducted in Partnershin with APOC”. Seott Madden,
Management Consultants, 2012.

National Water & Wastewater Benchmarking Initiative, Canada, 2014 (current

Dean Elmuti and Yunus Kathawala, “An overview of benchmarking process: a tool for continuous improvement and competitive advantage”,
Management & Technology, MCB University Press, Vol. 4, No. 4, 1997, pp. 229-243,

“Administrative and Support Services Benchmarking Report for the Financial Year 2012-2013", New Zealand Government, Treasury, May 2014.
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February 12, 2015

CAO Town of Collingwood &
Clerk Town of Collingwood

Reference: Addendum to the “Service Agreement Review Summary Report” dated December
22,2014

Dear Mr. Brown,

We want to thank everyone for the time they spent commenting on the “Service Agreement Review
Summary Report” dated December 22, 2014 (“the Report”) and submitted by Beacon 2020, Inc. and
True North Consultants, Inc. to the CAO Town of Collingwood and COQ Collingwood Public Utilities.

Conclusion:
Based on the responses received, the recommendations and conclusions in the Report remain the same.

Validation Process:
Steps in the Report validation process:

(1) The Report was reviewed for factual correctness during the validation process by the Town CAQO
and the COO of CPU. It was also reviewed and validated for factual correctness by the Town
Treasurer and the Town Clerk before being submitted by the consultant;

(2) Comments were received from the President & CEO of Collus PowerStream, the CPUSB and 6
other respondents;

(3) 4reviewers and 2 respondents found the Report to be factually correct;

(4) Updates to the Report based on the remaining 6 responses are set out below.

Adjustments to the Report

e Page 3, Column 1, line 22: add “it appears” after “which”

e Page 3, Column 2, Line 8 and Page 7, Column 2, Line 20: add “for business support services”
after “comparators”

e Page 3, Column 2, Line 18 and Page 9, Column 2, Line 7: add “potential” after “caused”

e Page 5, Column 2, paragraph 1 and paragraph 2: remove quotation marks

e Page5, Column 2, lines 7 & 8, Page 5, Column 2, line 11, and Page 6, Column 2, line 3: replace
“an automatic” with “a default” and replace “thereafter” with “provision”

e Page 7, Column 2, Footnote 13: add “and Sustainable Water and Sewage Systems Act, 2002.”

e Page 8, Column 1, Line 7: add “for business support services” after “available”

I”
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e Page 8, Column 1, Line 37: add “direct” after “little”

e Page 8, Column 2, Line 12: add “albeit indirect,” after “current”
e Page9, Column 2, Line 20: add “potential” after “of”

e Page9, Column 2, Line 25: add “Solutions” after PowerStream
e Page 12, Column 1, line 5: add “/” after “has been”

e Page 15, Column 2, line 35: add “external” after “any”

e Page 40, Column 6, Line 16: change “#034b” to “#026b”

e Page 92, Column 11: delete.

Clarification

e Respondents with comments relating to services, financial consideration, associated changes
and performance management are referred to the clauses in the services agreement cited
below. They are the basis for the consultant’s assertions that the documented evidence that is
required under the agreement in relation to these was not provided to the consultant:

o Section 3.01: Services “Unless the parties otherwise agree in writing (emphasis added) and
subject to the terms, covenants and conditions contained in this Agreement and to the
observance and performance by PUC & SERVCO of all terms covenants and conditions
hereof, SERVCO will provide or cause to be provided to PUC the following services” (followed
by the list of 18 services and 1 activity).

o Section 5.01: Financial Consideration “SERVCO agrees to provide the services as outlined in
the terms of this Agreement to PUC for an annual base cost of 5670,000.00 for the year
ending December 31, 2003. The base cost will be reviewed annually (emphasis added) and
may be adjusted upon agreement between the PUC and SERVCO. If a review is not
performed and/or PUC and SERVCO fail to reach agreement, then a 3.5% per annum
increase will be applied to the previous year’s amount.”

o Section 3.04: Changes “PUC and SERVCO may, from time to time, agree to modifications to
the Services, by negotiating appropriate changes to the descriptions of the services and the
consideration in connection with such changes and shall initial and attach amended
schedules hereto.”(emphasis added)

o Section 3.03: Performance Standards “{a) SERVCO will endeavour to perform in the top
quartile of industry standards. (emphasis added) (b) SERVCO will make all reasonable efforts
to meet or exceed performance measures established by the PUC. (c) PUC/SERVCO commit
to attempting to provide distribution price stability for customers. (d) SERVCO will use their
bid policies to ensure that the most efficient purchases are made.”

e Page 92: Financial Analysis Matrix: Description of columns: Column 1: Year - Column 2:
Consumer Price Index - Column 3: Estimated Population Growth in Collingwood - Column 4:
Base Cost ($670,000) in the multiplied by the growth factors in columns 2 and 3 - Column 5:
Actual Expenditures Paid by CPU to SERVCO (based on Collus PowerStream Solutions Corp.
Income Statements) - Column 6: % Allocation factor used to determine Solutions costs to be
allocated to CPU — Column 7: % change year to year of the actual costs paid by CPU to SERVCO —
Column &: Expected cost based on multiplying the 2004 actual cost (earliest one provided -
$544,442) by the annual growth factors in columns 2 and 3 — Column 9: the difference between
the actual expenditures paid by CPU and the expected cost based on applying the annual growth
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factors in columns 2 and 3 — Column 10: Building Lease payments paid by SERVCO to CPU —
Column 12 (now labelled 11): Computer Equipment Rental paid by SERVCO to CPU.

Sincerely

Rienk de Vries, President F.G. (Sandy) Scott, President
Beacon 2020, Inc. True North Consultants, Inc.
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