r‘) Town of Newmarket COUNCIL WORKSHOP

AGENDA

Newmarket Monday, November 21, 2016 at 1:30 PM
Council Chambers
Agenda compiled on 21/11/2016 at 9:41 AM
Notice

In accordance with the Town's Procedure By-law, no decisions are to be made
but rather this meeting is an opportunity for Council to have informal discussion
regarding various matters.

Declarations of Pecuniary Interest

Items

1. Mr. Dean Rurak of Yaku Consulting to address Council with a PowerPoint p. 1
presentation regarding the draft Asset Management Strategy Summary.

2. The Director of Financial Services to address Council with a PowerPoint p. 53
Presentation regarding 2017 Budget Financial Sustainability Pillars.

Adjournment
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Executive Summary

The integrated asset management strategy documents the findings of an independent assessment of
the Town of Newmarket’s Asset Management capability undertaken in August to September 2016. It
provides an analysis of the current state of practice and identifies the needs in terms of asset
management projects to achieve a higher level of practice. Projects in an implementation plan have
been scheduled over a 5-year period outlining the sequence, cost and resources required.

Overall compared against best practice, the Town is at an early state of maturity of asset management
practice. Many of the asset lifecycle processes are in place but are not fully tleveloped, documented or
applied consistently throughout the asset lifecycle or across the entire asset portfolio. This state of
maturity is consistent with many other municipal organizations iri Ontario although many are working to
improve their current level of practice.

The implementation plan in this strategy addresses the chalienges to itiiprove the state of asset
management by considering practices, technology and resources. The Town is well positioned to
significantly improve its state of practice by following this implemeniation plan

Implementation Plan

The asset management implementation plan will guide the overall development of the asset
management system (program) within the Tow:. It is comprised of about 30 individual improvement
projects organized in five asset management program objectives. The focus of each of the five asset
management program obijzctives is cutlined below:

¢ Governance: huilding Town wide asset management frameworks such as risk and levels of
service, and building organizational capacity such as through skills development

* (Capital Program Deacision-Making: improving the decision-making process for capital
spending by developing lifecycle models and incorporating into the asset strategy tying spending
with service levels

« Data and Inforrmation: improving data and information standards including new technology
and integration of existing systems to support the asset management system

* Maintenance Management: improving maintenance practices and implementation of a new
computarized maintenance management system (CMMS)

* Optimizing Asset Management: ongoing works to further advance asset management
practices and incorporate results of previous improvements into long-range financial plans
including rates and reserves

An overview of the plan together with the estimated schedule, new resource requirements and cash
flow is provided in the figure below, Figure 1: Overview of Implementation Plan.
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The cost indicated are for the asset management strategy projects and do not include the cost of staff
time on the projects or the cost of recommended new staff resources. In 2019 the focus and costs
include the purchase of a computerized maintenance management system (CMMS). A CMMS is a
significant investment, which is why the costs are higher than in other years. '

Governance *  Organization
; *  Frameworks

Capital Decision-Making

Data & Information

Maintenance Management

5 s Advanced AM model
Optimizing AM Updated Financial plan

2017 | 2018 | 2019 2020 - 2021
New Resources Asset Manager E Fgg;ggﬁ'?ﬁ (23)
Cost $170,000 = $200,000 | $370,000 $320,000

Figure 1: Overview of Implementation Plan

Based on the current [avel of practice of asset management within the Town and the requirements to
continuously deliver at tha higher levz| anticipated in this strategy, additional staff resources would be
required. The positions and responsibilities are:

* Asset Manager: oversee and provide direction across the Town to implement asset
management practices in a coordinated and integrated fashion.

* Technical staff. technologists or engineers to develop asset specific programs to measure and
monitor asset performance, collect, manage and analyze asset data and support the program

* Information Technology staff: support the configuration and ongoing maintenance of asset
management software including a computerized maintenance management system (CMMS),
advanced (capital) decision-making software, and the integration of various systems to facilitate
asset management.
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Asset Management Vision

The development of this integrated asset management strategy is part of an initiative adopted under
the Council’s Strategic Priorities for the 2014-2018 term under the theme of Efficiency / Financial
Management.

The asset management vision, collaboratively developed by Town staff, demonstrates aiignment with
the Town’s approach to service delivery.

Managing service delivery through asset manage:'?“:entm )

Our vision for asset management is to be innovative znd fiscally responsible
stewards of our infrastructure assets for the benefit of the community we servs
and the people we employ, now and in the future. We will develop and
continuously improve how we manage our infrastructure assets throughout their
lifecycle to ensure they support our goal of a heaithy, happy, thriving, dynamic and
extraordinary community in which to live, work and play.

We seek to:

* Reach out and build understanding among residents, usiness, staff and
elected officials about the role infrasiructure plays in providing services
that make our quality of life even better.

* Recognize and respond to curtent ard emerging trends in regulations,
society and environment.

* Maintain a balance between an acceptable level of service and a cost that is
sustainabls for residents and businesses now and into the future.

* Ensure that funding levels and revenue sources are sufficient to meet
current and future infrastructure demands.

We will put best practices in asset management into effect, including an asset
management strategy that links disciplines and departments, integrates data and
software rescurces and coordinates decision-making so that we will be able to
invest capital resources wiszly and make informed choices about how we maintain
our assets and deiliver our services.

The asset management vizion provides the direction for the level of development for the asset
management program in the Town. Ultimately to achieve this vision for asset management the Town
will have to develor: a high level of practice of asset management. Given the Town’s vision, a reasonable
target level of maturity for asset management within a five-year time frame is a level above the current
level of practice.
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Assessment of Asset Management Program

Assessing Asset Management maturity against a framework of best practice in asset management is a
fundamental method to identify the needs to improve an asset management system (program). The
process to assess maturity level is to evaluate current practices by each asset sector considering the
context of the assets against the standard of best practice.

The assessment was conducted through a structured workshop format with each of the Town's
departments or groups responsible for the different asset sectors in the Tcwn. A series of questions
related to asset management was presented for discussion that includes ¢xamples of the practice level
for each of five states of maturity.

The questions are structured around 10 different areas of asset management practice that inciudes
Strategy and Planning, Performance and Demand, Organization and People, Asset Data anc information
and Data Management.

The results of the assessment including current state, end state atter completing the Implementation
Plan, and of the asset management vision is shown in the figure belcw.

Maturity
Level

2

I
L i
i | s . 1 ' I |
1 V_@ 1 1.
Ranah, - I -~

w

Estshlishing 9 Deveiopiilg

i . "
Current State . Implementation . AM Vision
’ Plan

5 -

Figure 2: Asset Management Maturity Levels

This independent Maturity Assessment of the capability of the Town’s asset management system
(program) provides insights to understand how the Town may advance its practices and is the basis for
the development of the implementation plan.
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A summary of the current state findings is presented in the table now.

ID

Assessment Area

Description of Results

100

Strategy and Planning

The Town has recently developed or is completing the major AM
documents (policy, strategy, plan) as a result of a Corporate strategy.
Although developed, the AM policy has not yet been fully communicated,
and the AM Plan has only been developed for major asset classes. Although
there are a few gaps, the Town has a solid foundation from wiiich to
progress.

200

Performance and

" Demand

Within its AMP, performance indicators have tzen ideniified for the major
service assets (e.g. roads, water). There is limited formal customer levels of
service, and no link between customer LOS and t=chnical perfarmance
indicators (KPIs) or program KPIs. Or & pczitive note the Town regularly
conducts customer surveys including questions about the services delivered
and their cost.

300

Organisation and
People

Like many smaller Town’s and Cities, Newwmarket has yet to formally identify
and develop its asset managerient team through dedicated or defined
roles. The Town has however forrned an Asset Management Committee to
oversee its AM program and initiatives. This is an important step in program
development already accomplished.

400

Life Cycle Practices

Operations arid maintenance activities are rzlatively well formulated
although formal cost madels linked with the asset strategy (e.g. the trade-
off between G&M and capiat rehabilitation) are not in place. In addition
deterioration cuives to understanc future performance based on current
state or conditior have not been d=veloped.

500

Asset Data and
Information

The Town uses JD Edwards as its financial system and asset register. While
essential, it lacks data and capability of a comprehensive asset management
systemn to track assets cendition and performance. The asset hierarchy,
asset identification, anid asset attribute systems are not well defined for
assetimanagement purposes.

600

Manitoring &

Improvement

There is no standard framework for condition measurement {(e.g. 1 to 5)
across asset classes and frequency of data collection, depending on asset
class, may not be optimal for asset management purposes. Whereas
coriciit'en is measured for most assets, overall performance assessment
frarmework is not in place, e.g. asset capacity, reliability, etc.

700

Risk Management

A risk management framework applicable for the Town as a whole is not in
place or a standard method to assess risk. Critical assets have not been
formally identified nor asset specific plans to address risks.

800 |

Decision Mizking

There is good practice for capital planning and integration in place. What
the Town lacks is a coordinated and developed process to identify and
define optimal alternatives at the project, program and service level.

900

Finance

Within the context of available asset and service information, the Town’s
financial planning {contained in Capital Financing Strategy/Asset
Replacement Fund (ARF) Study) appears well developed and
comprehensive. As asset information is improved the Town should easily
be able to update and improve their financial planning.
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10

ID Assessment Area Description of Results
For the formal hallmarks of robust data management practice, the Town
does not achieve a high level of practice. The Town has not adopted a data
1000 | Data Management management strategy, standards or for the most part identified data

stewards. The legislated requirements such as FIR and PSAB are well met, as
well as the GIS system in particular for water and wastewzter.

2017 Projects

The overall schedule of implementation considers a five-year period and is included irs Appendix L:
Implementation Schedule. The table below includes the projects recommendiad for the first year of the

Implementation Plan.

Strategy and Planning

WBS | Assessment Area Assessment Element 16 Project
il Governance
Asset M t | 120-1Ad ket A
11 Stratepyand Planting sset Managemen 12041 | 1.10 oplt Newmar et Asset Management
Strategy Strategy (this project)
1.3 | Strategy and Planning Asset Managemant Plan 140-1 1A0RER e dnd sedign responslhility tar
stormwaier assets
1.4 | Strategy and Planning Asset Managerment Plan 140-2 | 140-2 Develop AMP for missing asset classes
: i 310-2 Create or designate Asset Manager
N Asset Managemerit ! " . :
1.2 | Organization and People 310-2 | position to provide guidance and oversee
Structure ; 3 o
i implementation of AM within the Town
Asset M t 310-1 Develop AM rol ibili
1.6 | Organization and Pecnie . » AnBgemEn 310-1 ; eve‘op o e% and. responsn' ! {ty
Structure matrix and incorporate into job descriptions
1.9 | Organization and Feople Corpetency 320-1 Feluel ety rquired Al SREitle tranfung'
: and develop learning plan for the organization
Asset Data and » | 510-1 pevelop asse‘F hierarchy from FIR .
1.5 : i Asset Hierarchy 510-1 | reporting to the maintenance managed item
Information
) level
17 Bats Miamagemans DalsBdinar 1020-1 1020-1 Establish data roles - owners, users,
collectors
210-1 LOS Model: define LOS and KPIs, and
1.8 | Farformance and Demand | LOS 210-1 | model associated activities and costs
associated with it.
2 Capital Program Decision Making
34 | Decision Makina Capital Blans 820-1 820-1 Opttmrzg the current capital plan with
updated asset information
- 620-1 Establish standard condition grading
Monitoring & 5 i
2.3 Condition Assessment 620-1 | framework and align to asset class/sector
Improvement i
| condition scales
‘ 160-1 Evaluat dd t lif |
2.3 Asset Strategy 160-1 ELARAR R R RIREI NS

| practices

Details of these projects are provided in various sections of this strategy.
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Project Objectives

. The Town views this prOJect as:

- an essential first step in implementing an Integrated
Asset Management Strategy

» Leads to a more comprehensive deployment of a
fulsome municipal - wide asset management program

* Program expected to balance leading practices with the
needs, requirements and expectations of the
municipality as a whole




Project Approach

x | : ' Framework ' Implementation

* determine * establish best * identify current * evaluate gaps * consolidate the e recommend
vision of asset and current asset and Needs Needs in and provide a
management municipal management between themes of plan to
and challenges practices for practices, current improvement implement the
to service asset procedures, practices and based on proposed

delivery managemen and tools best practice priorities strategy
| 4 ‘H 6 3 &

How was the
TAMS
developed?
+ The project
approach




Context
4

Best Practice

5

Current State

B0

Gap Analysis

7

Framework
Synthesis

Implementation
Plan

9

Project Approach

o

Build awareness and
participation through

workshops

Discovery through cross
functional reviews across

Town services

Evaluate opportunities or gaps
that can be systematically
addressed

Identify priorities using Town
objectives

Develop plan for
implementation based on At
vision and resources op—
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The case for asset management

Competing priorities
* Where funding is limited -
Bias towards lowest initial cost rather lowest whole-life cost

External factors
Understanding and adapting assets to climate change (extremes of temperature,
more frequent flood events, etc.)
Changes in demography and the way customers interact with infrastructure

Economic challenges

increasingly difficult to fund infrastructure in a period of economic uncertainty
Shortage of critical skills and knowledge

Limited ability to detect deterioration unless visible

Difficult to understand relationship between condition and probability of failure
Ineffective data capture and knowledge management




Systematically address 1ssues

Enhances rigour
and consistency
in addressing
needs and
priorities of
infrastructure

Asset
Management
System

Performance
aligned with
service
outcomes

Optimized
total cost of
ownership

Why asset
nmnns:ement?

+ The case for
asset

mmsmmta




Service Asset
Levels Portfolio

Asset management core
activities 54

Community .
Assets organized for Expectations inanptHinrchy
effective management
Asset condition and Technical LOS Tombstone
importance used to assess Predictive Analytics
ris Risk
A defined level of service Asset Strategy
Asset strategy to define

interventions tied to LOS

Non-Infrastructure

Cagital plan optimized by
budget and risk to support Project Portfolio

service levels Maintenance Optimization

Renewal Project Prioritization

Result is transparent evidence of

service level achieved and the P Bh
outcome with full or partial
funding

Scenario Analysis

Why asset
management?

+ The case for

gy




Example: Current Capital Planning

Traditional approach- $S26M in Needs

$100,000,000
$90,000,000
$80,000,000
$70,000,000

$60,000,000 -

$50,000,000
$40,000,000
$30,000,000
$20,000,000
$10,000,000

$-

2025 Value by Condition and Class

Some of most
important assets i
poorest condition

=]
«~.. Importance
Teast™ 5

4

3

-2

Most m 1

B 1 2 3 — 4
est = ~

’

p S

Decisions based primarily on condition
Essentially worst first approach
Reliance on judgment / expert opinion

10

Condition of Roads in
2025 based on current
plan

— Cost of Road assets on Y axis
— Condition of Road assets on X axis

— Importance of Road assets based on
colour

Why asset
management?

+ The case for
asset

managemem




Example: Current Capital Planning

2025

1 2 3 4 5

Light blue is current plan (same
information as previous slide)

Dark blue is applying decision
logic of current plan with
predictive analysis

Required spending is $64M




Example: Modeled Capital Planning

Traditional approach- $S26M in Needs Lifecycle modeling approach - S37M

$100,000,000 -
$90,000,000 - 2025 Value by Condition and Class 2025 Value by Condition and Class

$80,000,000 - Some of most None of most

i guee S Rmmey . .
$70,000,000 important assets i ,; Importance important assets in
poorest condition Teast™ =~ poorest condition

$60,000,000
$50,000,000
=4

$40,000,000 3

$30,000,000
-2

$20,000,000

$10,000,000
N - 1

2 3
Condition

Best e = -~
~

— g -

Decisions based primarily on condition *  Decisions based on condition and CoF
Reliance on judgment / expert opinion »  Use of predictive analysis & scenarios
/hy asse
management?

+ The case for
asset
m:magement-

3




Vision for Asset Management

Managing service delivery through asset management

Our vision for asset management is to be innovative and fiscally responsible stewards of our infrastructure
assets for the benefit of the community we serve and the people we employ, now and in the future. We will
develop and continuously improve how we manage our infrastructure assets throughout their lifecycle to
ensure they support our goal of a healthy, happy, thriving, dynamic and extraordinary community in which to
live, work and play.

We seek to:

1. Reach out and build understanding among residents, business, staff and elected officials about the role
infrastructure plays in providing services that make our quality of life even better.

Recognize and respond to current and emerging trends in regulations, society and environment.

Maintain a balance between an acceptable level of service and a cost that is sustainable for residents
and businesses now and into the future.

Ensure that funding levels and revenue sources are sufficient to meet current and future infrastructure
demands.

We will put best practices in asset management into effect, including an asset management strategy that links
disciplines and departments, integrates data and software resources and coordinates decision-making so that
we will be able to invest capital resources wisely and make informed choices about how we maintain our assets

and deliver our services.




Influences on Newmarket

Asset Management Driver

Why this may be a driver

Asset Replacement/Renewal or
Ageing Infrastructure

Ageing Infrastructure drives rehabilitation and replacement needs, this could be significant if the predominant age of the assets is more
than half useful life, or there is significant value of assets that have less than 50% useful life remaining. Asset renewal also could be a
concern where detailed knowledge of assets is lacking or where renewal spending has consistently been cut back.

Asset Maintenance

Maintenance practices may not be formalized in a strategy, or for other reasons there is a predominance of reactive maintenance, or if it's
necessary to focus more on short term lower spending maintenance practices than on more expensive but longer term needs.

Operational Efficiency

When facing resource constraints a way organizations respond is to look for efficiencies in current operations. Efficiency in current
operation may also be a part of a continuous improvement program.

Sustainability

Sustainability can be driven by resource constraints but it may also reflect an organization's limited understanding of their long-term asset
needs.

Service Level Improvement -
customer expectation

A common belief is that the public is increasingly demanding higher levels of service. While customer surveys may be employed and even
indicate satisfaction, a lack of full understanding customer expectations limits ability to increase customer satisfaction

Regulation and Compliance

All organizations are driven by regulations with some services more heavily regulated than others. This is a specific driver when the
organization is challenged to meet its requirements whether because of current operational performance or because of new or impending
legislative changes.

Knowledge of Assets

Most organizations have a good degree of confidence in the basic inventory. Beyond this data needed to support comprehensive asset
management plans may be missing. In some cases inventory knowledge may be good for major assets but not for all.

Comtext




Standards and Best Practices for AM

ISO 55000 - 2014
BSI PAS 55 - 2008 (withdrawn January 2015)

Global Forum on Maintenance and Asset Management
(GFMAM) The Asset Management Landscape - 2014

The International Infrastructure Management Manual
(IIMM) - 2011




Asset Management Maturity Assessment

* Maturity Assessment 1s the process of measuring
asset management capability against standards and/
or best practices.

It is a tool to 1dentify asset management maturity
level and helps to determine gaps between current
and desired practice.

==




Performance and Demand

Organisation and People

Acest Mata and Infarmatinn

—

Asset Demand

Asset Managpement Structure

(2)Question
(2)Question
(@ Question
(@ Question

.Questlon
& .‘ () Question
®@Question

. @aQuestion

Hawe the Levels of Service been identified and the link
between performance, risk and cost been established?




Measuring Maturity

Maturity Level

AM Structure

Is there an established including
defined roles and responsibilities,
appointing AM manager, providing
sufficient resources, acceptance by
senior management, and elected
officials of the importance of asset
management?

‘

Best Practice

Fully complies with standard

2 3

Establishing Developing

4

~ Competence

Defined roles and
functional
responsibilities
identified

Roles and
responsibilities
reflected in cross
asset activities

Current State

18

| Gap Analysis

| Implementation
Plan




Asset Management Vision

Managing service delivery through asset management

Our vision for asset management is to be innovative and fiscally responsible
stewards of our infrastructure assets for the benefit of the community we serve
and the people we employ, now and in the future. We will develop and
continuously improve how we manage our infrastructure assets throughout their
lifecycle to ensure they support our goal of a healthy, happy, thriving, dynamic and
extraordinary community in which to live, work and play.

We seek to:

- Reach out and build understanding among residents, business, staff and
elected officials about the role infrastructure plays in providing services
that make our quality of life even better.

Recognize and respond to current and emerging trends in regulations,
society and environment.

Maintain a balance between an acceptable level of service and a cost that is
sustainable for residents and businesses now and into the future.

Ensure that funding levels and revenue sources are sufficient to meet
current and future infrastructure demands.

We will put best practices in asset management into effect, including an asset
management strategy that links disciplines and departments, integrates data and
software resources and coordinates decision-making so that we will be able to
invest capital resources wisely and make informed choices about how we maintain
our assets and deliver our services.

Current State




Vision for asset management

2 3 4
1 5]
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State of practice in North America

Barrier to Asset Management Drivers for Asset Management

Complexity, Effort and Cost Need to Increase System
of Implementation Reliability

Lack of Adequate Data for ~> €2 O/ Need to Understand Risk of
Rigorous Analysis and Planning <J /0 Asset Failures

Difficulty in Developing Useful Need to Improve Service Levels
Service-Level Measures and Targets at Same or Lower Cost

e According to research by McGraw Hill

| ‘ A At
R (e Gap Analysis RSNk e

|




Findings

The Town is at an early state of maturity of asset management
practice

Many of the asset lifecycle processes are in place but
 not fully developed
* documented

* or applied consistently throughout the asset lifecycle or across the
entire asset portfolio

This state of maturity is consistent with many other municipal
organizations in Ontario although many are working to
improve their current level of practice

Best Practice Current State




Maturity Assessment Results

A reasonable target for improvement
in the next 5 years

1
4
i

" Com petiance

- =
| [ |
I [=

Current State




Composite results for Newmarket

100 Strategy and Planning 500 Asset Data and Information 900 Finance

110 Asset Management Policy 510 Asset Hierarchy 910 Financial and Funding Strategy
120 Asset Management Strategy 520 Asset Management Data 920 Reserve Fund

130 Master Plan 530 Asset Management Data Availability 930 PS315

140 Asset Management Plan 540 Information Systems
150 Contingency Planning
160 Asset Strategy

200 Performance and Demand 600 Monitoring & Improvement 1000 Data Management
210 LOS 610 Performance Assessment 1010 Data Standards

220 Asset Management Strategy 620 Condition Assessment 1020 Data Owner

630 Performance Improvement 1030 Information Quality
1040 Communication

300 Organisation and People 700 Risk Management
JT0 Asset Management Structure 710 Risk Management
320 Competency 720 Risk Assessment
330 OQutsourcing
400 Life Cycle Practices 800 Decision Making

410 Acquisition 810 Optimized Decision Making
420 Operations & Maintenance (O&M} | 820 Capital Plans

430 Performance Modelling 830 Capital Projects Integration
840 Non-Capital Projects

OCurrent Assessment




Visualizing the Gap

The Corporation of the Town of Newmarket
Needs Assessment and Gap Analysis

ID Assessment Area [ID Score |[Assessment Element
800 |[Decision Making [840 47 Non-Capital Projects

910 35 Financial and Funding Strategy
900 |Finance

920 60 Reserve Fund

930 60 PS3150

1010 30 Data Standards
Data 1020 33 Data Owner
Management 1030 30 Information Quality
1040 60 Data Sharing
Overall Average 45 2 3 5

Establishing Developing Optimizing &

Analysis




Identifying the Needs

Assessment Element Needs Assessment
Asset Management Program Formal improvement program has not been established

Asset Management Policy
Asset Management Strategy Completion and adoption of a formal Asset Management Stra

Master Plan Master planning process not linked with AM Plan

AM Plan not developed for all asset classes; weak link betwee

Asset Managermert. Flan for Stormwater not well defined

Contingency Planning Business continuity and asset specific contingency plans not it
Asset Strategy Current AM practice not fully reflected in AMP asset strategy

LOS Limited formal customer LOS, and no link between customer |

Asset Demand Asset demand not formally captured for many assets

What the Need is for the Gap




Strengths and Opportunities

Area Description of Results

The Town has recently developed or is completing the major AM documents (policy, strategy,
Strategy and plan) as a result of a Corporate strategy. Although developed, the AM policy has not yet been
Planning fully communicated, and the AM Plan has only been developed for major asset classes.
Although there are a few gaps, the Town has a solid foundation from which to progress.
Within its AMP, performance indicators have been identified for the major service assets (e.g.
roads, water). There is limited formal customer levels of service, and no link between
customer LOS and technical performance indicators (KPIs) or program KPIls. On a positive note
the Town regularly conducts customer surveys including questions about the services
delivered and their cost.

Like many of the smaller Town’s and Cities, Newmarket has yet to formally identify and
Organisation and | develop its asset management team through dedicated or defined roles. The Town has

People however formed an Asset Management Committee to oversee its AM program and initiatives.
This is an important step in program development already accomplished.

Operations and maintenance activities are relatively well formulated although formal cost
Life Cycle models linked with the asset strategy (e.g. the trade-off between O&M and capital

Practices rehabilitation) are not in place. In addition deterioration curves to understand future
performance based on current state or condition have not been developed.

Performance and
Demand

Crap Analysis




Strengths and Opportunities

Area

Description of Results

Asset Data and
Information

The Town uses JD Edwards as its financial system and asset register. While essential, it lacks
data and capability of a comprehensive asset management system to track asset condition and
performance. The asset hierarchy, asset identification, and asset attribute systems are not well
defined for asset management purposes.

Monitoring &
Improvement

There is no standard framework for condition measurement (e.g. 1 to 5) across asset classes and
frequency of data collection, depending on asset class, may not be optimal for asset
management purposes. Whereas condition is measured for most assets, overall performance
assessment framework is not in place, e.g. asset capacity, reliability, etc.

Risk
Management

A risk management framework applicable for the Town as a whole is not in place or a standard
method to assess risk. Critical assets have not been formally identified nor asset specific plans
to address risks.

Decision
Making

There is good practice for capital planning and integration in place. What the Town lacks is a
coordinated and developed process to identify and define optimal alternatives at the project,
program and service level.

Finance

Within the context of available asset and service information, the Town’s financial planning
(contained in Capital Financing Strategy/Asset Replacement Fund (ARF) Study) appears well
developed and comprehensive. As asset information is improved the Town should easily be able
to update and improve their financial planning.

Data
Management

For the formal hallmarks of robust data management practice, the Town does not achieve a high
level of practice. The Town has not adopted a data management strategy, standards or for the
most part identified data stewards. The legislated requirements such as FIR and PSAB are well
met, as well as the GIS system in particular for water and wastewater.




Assessmant Element

Maeds Assessmant

Ornganization
and People

Asset Management
Structure
-

Drganization and responsibility for Asset Management nat
formally defined

incoffarate into job descriptions N -
310-2 Creats or YesignataAssarbdanager pdsition to provide
guidance and overses implementation of AM within the

Town

Compatency

Limnited AN specific training

320-1 Igentify required AM specific training and develop lear

Dutsourcing

Life Cycle
Practices

Acguisition

Improvements due to other elements

Dperations &
Maintenanoe (O&M)

DE M activities not integrated with asser strategy including
costs

AZ0-1 Document current O, practices, coordinate with
asset strategy, and evaluate and document O&M costs

Perfarmance Modeling

Formal daterioration curves hawe not been developed

A430-1 Develop asset perforrmance lifecycle (deterioration)
rmocel

Asset Data and
Informartion

Asset Heerarchy

Asset hierarchy, asset identification, and asset attribute
systerns are not well defined for asset management
BuUrposes

510-1 Develop asset hierarchy from FIR reporting to the
maintenance managed item level

Asset Management Data

wery likely that the data collected is not adl the required data
for asset man pLrpoSes

520-1 Evaluate data collected after identifying required and
critical data and identify gags

Aszet Management Data
Meeail abality

Improvement dus to Asset Hieranchy, Data Standards

Inforrmation Systesrms

P

Lack of a comarehensive asset management system which
tracks assets condition and perforrmance; difficult seer
interface on JDE work management module and not
deployed for all asset classes

540-1 Evaluate needs, develop user requirements for
software and develop TOR for procurement [Phase 2 of this
projpect)

S540-2 Procure asset management software, and configure
and implement, and identify key integration points with 1DE

Manitaring &
Improvement

Perfermance
MAssessment

Mo formal performance assessment system in place

610-1 Develop asset performance assesoment framework
and system

Condition Assessment

r

There is no standard framework for condition measurement
{e.g. 1to 5] across asset classes and frequency of data
ollectian rnay not be optimal

E20-1 Establish standard condition assessment framework
and align to asset class condition scales

620-2 Evaluate and establish condition assessment
frequency

Best Practice

Projects needed
to fill the gap

31 initiatives in
total




Projects to fill the gap - partial

Assessment Area |

Assessment Element

|ID

Project

Governance

Strategy and
Planning

Asset Management
Strategy

120-1 Adopt Newmarket Asset Management Strategy (this project)

Strategy and
Planning

Asset Management
Plan

140-1 Define and assign responsibility for stormwater assets

Strategy and
Planning

Asset Management
Plan

140-2 Develop AMP for missing asset classes

Organization and
People

Asset Management
Structure

310-2 Create or designate Asset Manager position to provide guidance and
oversee implementation of AM within the Town

Organization and
People

Asset Management
Structure

310-1 Develop AM roles and responsibility matrix and incorporate into job
descriptions

Organization and
People

Competency

320-1 Identify required AM specific training and develop learning plan for
the organization

Asset Data and
Information

Asset Hierarchy

510-1 Develop asset hierarchy from FIR reporting to the maintenance
managed item level

Data Management

Data Owner

1020-1 Establish data roles - owners, users, collectors

Performance and
Demand

LOS

210-1 LOS Model: define LOS and KPIs, and model associated activities and
costs associated with it.

Capital Program Decision Making

Decision Making

Capital Plans

820-1 Optimize the current capital plan with updated asset information

Monitoring &
Improvement

Condition Assessment

620-1 Establish standard condition grading framework and align to asset
class/sector condition scales

Strategy and
Planning

Asset Strategy

160-1 Evaluate and document lifecycle practices




Outcome from project
implementation

The Corporation of the Town of Newmarket
Meeds Assessment and Gap Analysis

(o] Assessment Area &) Score ] Asgsessment Element

BOD Decisian Making Bao &7 MNan-Capital Prajects
Fimancial arnd Funding

Strategy
BO Reserve Fund

60 P53150

30 Data Standards.

33 Data Owner

30 Infermation Quality
&0 Data Sharing

45 2
Establishing

35
00 Finance

Data Management

Current state score Score after completion of projects

Context | d Crap Analysis
J‘ i L




Rank and Order

Priority considered by: Projects and priority rank

- Importance of asset (sample)
management element 140-1 Define and assign responsibility for

. . stormwater assets - Rank 1
Link between driver and AM 140-2 Develop AMP for missing asset classes

element Rank - 2
Current state 210-1 LOS Model: define LOS and KPIs, and
. model associated activities and costs associated
Predecessor logic or natural withit Rapk - 14
order 310-2 Create or designate Asset Manager

T . position to provide guidance and oversee
own lnput implementation of AM within the Town
Rank- 1

Crap Analysis




Summary of project requirements

Effort (months/ S)

Annual (% or

s)

Annual (% or

5)

Total Duration

87

87 months

60 months

Management (5)

15

3%

5%

Technical staff {1 PM+ support)

31

28%

40%

Stakeholders (15)

29

2%

3%

External Cost (Town staff not

included)

$1,060,000

$146,207

$212,000

Rest Practice ' Carrent State ﬁ-'t:n'mm:.-l:l.:
] Synthesis




Themes for Implementation

1. Governance
2 Capital Planning

3.Data Information

4, Maintenance

57 it Improvement |
—

|

Governance: building Town wide asset management
frameworks such as risk and levels of service, and
building organizational capacity such as through skills
development

Capital Program Decision-Making: improving the
decision-making process for capital spending by
developing lifecycle models and incorporating into the
asset strategy tying spending with service levels

Data and Information: improving data and information
standards including new technology and integration of
existing systems to support the asset management system
Maintenance Management: improving maintenance
practices and implementation of a new computerized
maintenance management system (CMMS)

Optimizing Asset Management: ongoing works to
further advance asset management practices and
incorporate results of previous improvements into long-
range financial plans including rates and reserves

Framewnrk ' Implementation
Synthesis | Plan




Resource requirements

For the plan Available from Town

Average of ~$200,000/year OCIF grant funding for eligible

over 5 years for various projects ASECl MANAREINCTL ACLIVILICE
including capital, asset

Several new positions management planning, and salaries
* AM Manager Total OCIF grant ~ $318,000/year

* Technical staff 1 vacant position for asset
« It staff management

Framewnrk
Svnthesis




Recommended new positions and responsibilities

Asset Manager (1 immediately):

* oversee and provide direction across the Town to implement asset management
practices in a coordinated and integrated fashion.

Technical staff (2-3 in 2018/19):

* technologists or engineers to develop asset specific programs to measure and
monitor asset performance, collect, manage and analyze asset data and support the
program

Information Technology staff (1 in 2019):

* support the configuration and ongoing maintenance of asset management software
including a computerized maintenance management system (CMI\ES)

g: but there is limits to how much vendors can be relied on as ultimately Town staff

ject based

Framewnrk
Svnthesis




Schedule Details by Program Theme

Program Theme

Project Costs

Start

End

Months

Governance

$140,000

09-Jan-17

26-Dec-17

12

Capital Program Decision-Making

$150,000

05-Jun-17

29-Aug-18

15

Data and Information

$110,000

04-Jun-18

02-Apr-19

10

Maintenance Management

$320,000

29-Oct-18

22-Nov-19

13

Optimizing the Asset Management
program

$340,000

25-Nov-19

21-Dec-21

Total

$1,060,000

B

Implementation
Plamn




Schedule

. Frameworks
Capital Decision-Making
Data & Information
Maintenance Management

g %@ * Advanced AM model
Optlmlzmg AM * Updated Financial plan

11 213l4al1121314a4l2121213]lal11]213|41l1
2017 2020 - 2021

Technologists (2-3)
New Resources Asset Manager IT Support (1)

z':tj;f:;iﬁzssttafﬁ ng) $170,000 $200,000 $370,000 $320,000
| Implementation
Plamn




Success Factors

Project management to develop and monitor
detailed work plans
‘ Leadership and endorsement from Council and

. management
Regular and focused communications on
progress of the asset management program
Staff development to improve technical
capabilities for delivery of asset management
practices
Managing change and disruption to existing
operations while transitioning to new practices
and fostering commitment of staff to program « \Kﬁx

development BRRNE i

Implementation
Plamn
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Link between Policy and Strategy

Strengths A

Challenges W | .
_ - \ Vision

Opportunities

Threats M A . AM program

Strategy

» roadmap

Asset
i management plan

—




Asset Management Assessment
Framework

IAssessment
lArea

IAssessment Element

Asset Management Policy

ID

IAssessment
IArea

IAssessment Element

Asset Management Strategy

Strategy and

Master Plan

Planning

Asset Management Plan

Monitoring &

Performance Assessment

Condition Assessment

Improvement

Performance Improvement

Contingency Planning

Risk Management

Risk Management

Risk Assessment

Asset Strategy

Performance

LOS

and Demand

Asset Demand

Asset Management Structure

Optimized Decision Making

Capital Plans

Decision Making

Capital Projects Integration

Non-Capital Projects

Organisation and
People

Competency

Outsourcing

Acquisition

Life Cycle
Practices

Operations & Maintenance
(0&M)

Financial and Funding Strategy

Finance

Reserve Fund

PS3150

Performance Modeling

Asset Data and

Asset Hierarchy

Information

Asset Management Data

Data Standards

Data Owner

Data Management|

Information Quality

Communication
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Elements of a Sustainable
Financial Strategy

1. Asset Management
2. Debt

3. Investment Strategy
4. Revenues

3

. Reserves and Reserve Funds
 Asset Replacement Fund

6. Capital budgeting

2

a

Newmarket

4]



a

Asset Management Newmarket

Asset Management Strategy covered by
previous presentation

Asset Management Plan

« December 2014 — 1st plan

« Early 2017 — update

* Requirement for most grants

GG
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Debt - basics Mewrmarlet

The Municipal Act limits the use of debt:
» to capital purposes
* to an Annual Repayment Limit (ARL)

* Lower Tier municipalities must borrow
through an Upper Tier Municipality

However, this applies to external debt and not
internal debt, i.e. borrowing from our own
reserve funds

N
5P
4

96



P

Debt - Indicators Newmarket

By normal business standards, the Town's debt
levels are low

Long-term debt as a % of the net book value of
tangible capital assets

11.2%  10.4% 9.3% 8.5%




Debt — indicators (cont’'d) r)

Newmarket

However, our debt levels are higher than the
average of other municipalities

2015 Debt Servicing Cost as a % of Total
Operating Revenue

Newmarket | Median | Average _

4.1% 3.6% 3.4%

According to the Ministry of Municipal Affairs,
this is a “low level of challenge”, i.e. good

6

86



Newmarket has the capacity ”1

. ris Newmarket
to increase debt by $85 million
Debt vs. Town Debt Policy and Provincial ARL
30.00%
~—Debt Servicing
25.00% as % of
‘ Revenue
| 2000%
——ARL
| 1500%
| 1000% ——Town Debt
— Policy
0.00% ‘
FFEES LS FF PSS S LS P

6S
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Debt — policy considerations  Newmarket

Current policy focuses on limiting the use of
debt but does not provide any guidance on
when to use it.

Proposed Debt Policy changes
1. Criteria for the use of debt

2. Criteria for the use of Internal (Reserve
Fund) Loans

3. Defining debt limit and terms for debt

09
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Investments - overview Newmarket

nvestment Policy adopted - 2012
nvestment Strategy initiated - 2013
Updates — January 2016

Incremental investment income earned

$59,767 $221,951 $244,299 $ 299,447

19



Investments

— a 3 stream approach

P

Newmarket

| 1shortterm | 2 Mediumand Longterm

Term

Benchmark

Bank accounts

Source

Eligible
investments

Status

10

Less than 1 year

Interest earned on bank
balances

Operating funds

Seasonal and cyclical cash
fluctuations

Government securities,
Tier | banks
Tier Il banks (up to 6 months)

Will be implemented for 2017

1 year or more

Average yield on 5-10 year
Government of Canada bonds

Reserve funds

Projected surplus of long-term
reserve fund cash balances

Government securities,
Tier | banks

Challenged by lack of formal
multi-year capital plan

29



Investments - 3rd stream 'j

Newmarket

- 2012 2013 2014 2015

Hydro Equity  $1,369,669  $1,343,532 $1,678,520 $1,671,129

Interest on

o mifieer s $1,205,600 $1,205,600 $1,205,600 $1,205,600

Dividends $1,336,000 51,336,000 $1,336,000 $1,336,000

TOTAL $3,911,269  $3,885,132 $4,220,120 $4,212,729

Our investment in Newmarket-Tay Hydro generates
substantial income with a favourable return

11
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Revenue - overview ”ﬁ

Newmarket

2015 Revenue Components

B User charges
34.74%

® Government transfers
3.89%

B Contributions from
developers
9.98%

B Investment income
3.47%

B Taxes
45.40%
B Fines, penalties &
interest
0.93%
= Rent and Other
1.48%

12

v9



80% of our revenues are ’l)
Newmarket
Taxes and User Fees

Revenue by Source

0 ’?——"/
— Tax revenue

— ser charges

20

10

2008 2008 2010 2011 2012 2013 2014 2015  Year

13
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Property Taxes & Assessments ')

Newmarket

1. Proactive Assessment Management -
protecting our assessment base

Partnering with MPAC, and more extensive use
of tax and assessment tools

Town initiated assessment appeals
Active review of tax reductions

2. Effective policies, consistently applied

Late Payments Fees Policy which is equitable
and maintains revenues

14

99



Service Pricing Policy Update Q

Newmarket

Revenue factors to be considered in general
and with regards to updating the SPP policy:

1. Cost recovery - full or incremental
2. The market place / competitiveness
3. Incentives

4. Funding requirements

15
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Reserves and Reserve Funds ’ )
. Newmarket
- definitions

Reserve

* An appropriation from net revenue after the provision
for all known expenditures, i.e. from annual surplus

 No cash, no revenue and no expenses

Reserve Fund

* Funded either by the transfer of revenues from other
funds or by an external source of revenue

 Has segregated cash, revenues and expenses; and
earns interest on its cash balance

16
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Reserves and Reserve Funds P)k
- definitions (COnt,d) ewmarket

Obligatory Reserve Fund
* Looks exactly like a reserve fund
BUT

* |s restricted by legislation and treated as
deferred revenue (per PSAB)

The generic term “reserve” is often used to
encompass reserves, reserve funds and
obligatory reserve funds.

17

69



The Town has many different . ”ﬁk
Reserves and Reserve Funds ¢

Reserve & Reserve Funds
(in Million $)

B Reserves for operating
purposes
579

B Self-insured long-term
disability
$3.5

M Reserves for capital
purposes
s$1.8

m Newmarket Public
Library
S0.6

B Building Code Act Fees
55.4

B Asset replacement
funds

184
$ B Water & Sewer Rate

Stabilization
§2.8

18
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Reserves and Reserve Funds r—)
- indicatOrS Newmarket

On a consolidated basis, our reserves and
reserve funds appear to be adequate although
slightly less than average

Total Reserves and Discretionary Reserve
Funds as a % of Operating Expenses

Newmarket |_Median | Average _

37.9% 51.0% 51.2%

According to the Ministry of Municipal Affairs,
this is a “low level of challenge”, i.e. good

19
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Reserves and Reserve Funds ’l)
Newmarket
- our comparators

|

hart 7: Reserves and Reserve Funds as -mﬁrﬂnnﬁmmm

s ¥ 0§ 8 8 8 5§ %

20
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And the balance is essentially . ')k
Water and \Wastewater ewmarket

T o | 2013 | 201 | 2015

Tax Discretionary

Reserves as a % of 27% 32% 15% -3%

Taxation Revenue

Water Reserves as

a % of Water 132% 140% 149% 154%

Revenues

Wastewater

feserves asa% ot gog 93%  106%  116%
astewater

Revenues

21
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Comparison of Tax-supported . ”)k
Reserves and Reserve Funds o

Chart 2: 2014 Tax Discretionary Reserves and Reserve Funds as a Percentage of Taxation Revenues

T2% e fversge

Illlli

Surera Blilton Maricham Whitdy Pickering Vaughan Masizaugs Hafton Hils Toronio Ozhawa Barre Oztawa  Mewmariet

: ¥y 28 38 %8S

22
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Newmarket is a leader In
Water and Wastewater Neﬁget
Reserves and Reserve Funds

Chart 5: 2014 Water Reserves as a Percentage of Total Water Own Source Revenues

AP
150,
TR, — i

1008
u
i H

R, ____
Mo Frvint bt Maikcham Waughan

Tesala Baiia O Auiofa
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Summary of Reserve and
Reserve Funds Balances

Water/wastewater ARF

Water/wastewater rate
stabilization

Building Permits
Tax-supported ARF
Tax-supported capital
Tax-supported operations

Internal loans

24

In S millions
S 38.9
2.9

54
-20.5
12.2
14.0
-12.4
$40.5

P

Newmarket

S43.7
2.3

4.5
-22.1
11.5
12.6
-12.3

9.



Reserves and Reserve Funds ’ )
. . . Newmarket
- policy considerations

Our current guidelines are 8 years old and
need to be updated

Proposed Reserves and Reserve Fund Policy
housekeeping changes:

1. Re-categorize reserves and reserve funds
2. Define delegated authority
3. Formalize the current practices

25



Asset Replacement Fund ’ )
i Newmarket
- overview

The Asset Replacement Fund (ARF) was
created in 1998

Goal: to ensure that Newmarket can afford to
replace future capital assets as required

Contributions were based on estimated annual
contribution requirement — initially 100% for
water, wastewater and fire; 50% for other
assets (which grew to 100% by 2008)

26
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Asset Replacement Fund

- trends

@

Newmarket

Chart 1: Growth in Capital Reserves and Reserve Funds of the Town of Newmarket between 2009 and 2014

{5 Millions)

23

50

O Agpart raplacwmant Fund

27
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Consolidated balances are ’l)
Newmarket
comparable

Chart 18- 2014 Capital Reserves and Reserve Funds as a Percentage of Acoumulated Amertiration

28
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Addressing the funding gap  Newmarket

Contributions to capital reserves and reserve
funds as a % of amortization expense

T 02 | o013 | zoie | 2005

Combined 88% 86% 88% 92%
Tax-supported 69% 74% 85% 82%

Rate-supported 116% 99% 94% 113%

29



Methodologies for N ')k
Funding Capital Reserves smarket

1. Operating surplus
2. Budgeted contributions

3. Designated revenue source:
« Share of assessment growth

4. Combination of the above

30
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Asset Replacement Fund y P)k
- pOI|Cy considerations ewmarket

Proposed inclusions for an Asset Replacement
Fund Policy:

Align categories with the AMP

Set an ARF target

Define acceptable use of ARF
Dealing with the interfund imbalance

b=

31
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Capital carryovers are ’ )
: . Newmarket
Increasing

Capital carryovers occur when funds are
allocated to a capital project but are not spent

| $millions | % of budget

2012 $25.5 60.2%
2013 $28.0 67.9%
2014 $28.1 54.7%

2015 S 38.8 67.5%

32
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Good practice includes P>
multi-year capital plans Newmarket

Municipality Number of Years Covered in Capital Plan

Ajax 5 years
Aurora 10 years
Barrie 5 years
Halton Hills 10 years
Markham 5 years
Milton 15 years
Mississauga 10 years
Oshawa 9 years
Pickering 5 years
Richmond Hill 10 years
Toronto 10 years
Vaughan 4 years

33
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Capital Budget P)
- policy considerations

Newmarket

Proposed capital budgeting changes:

1.
2.

3.

Formalize multi-year capital plans

Asset Management Plan (AMP) to drive
replacement capital program

Development Charges background study to
drive growth capital program

Eliminate capital carryovers by moving to a
Capital Spending Authority model

34
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Budget Schedule ”ﬁ

Newmarket

ACTIVITY DATE STATUS
Special Committee of the Whole November 14 Complotsd
Workshop — Operating Budget 1:30 p.m. pieted
Special Committee of the Whole November 21 If BrGarEss
Workshop — Financial 1:30 p.m. prog
Committee of the Whole — November 28
remaining Fees & Charges 1:30 p.m.
Special Committee of the Whole — December 5
Preliminary draft budget 10 a.m.
Council approval of remaining December 5

Fees & Charges 7 p.m.

35
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Budget Schedule P>
(cont!d) Newmarket

ACTIVITY DATE STATUS

Draft budget information available
to public and on website

December 12

2017

Special Committee of the Whole —

Capital Budget and Asset January ;1 6
) | 10 a.m.

Replacement Fund

Special Committee of the Whole — January 30

Operating Budget 1:30 p.m.

Committee of the Whole - Draft February 6

capital and operating budgets 1:30 p.m.
February 13

Council approval of the Budget 7 p.m.

36
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