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niroductions

Ted Mulyk
= Asset Management Analysis and Model/Tool Design

= Previously municipal engineer for small-mid size municipalities
across Alberta and B.C.

Katie Geoghegan
= Asset Management Policy, Governance, and Strategy

' = Previously Manager of Corporate Asset Management at the
City of Regina
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KPMG'S ASSEl a Uperations Praciice

Asset Management Diagnostic / Assessment (ISO 55000: PAS55)

Diagnostic engagement that allows for an overall scan of an organization’s asset management landscape and results in
identification of gaps and creation of a roadmap. KPMG’s Asset Management Competency Center has developed various
diagnostic tools and a maturity framework for asset management.

Asset Management Strategy, Operating Model and Organization

Creation of a holistic asset management strategy (people, process, information and technology) to achieve business objectives
including the appropriate asset management operating model with enabling asset management organization, governance
mechanisms and roles and responsibilities.

Asset Investment Planning (Capital Planning and Investment Decision Support)
Implementation of asset investment portfolio planning and investment optimization processes and tools to enhance transparency
and defensibility in investment planning and decision making. Alignment of investment with service and business outcomes to
provide a sound foundation for prioritization and rationalization. Use ofbusiness casing and performance measurement to
demonstrate value-for-money throughout the investment cycle.

Asset Information Management (Governance, Quality, Asset Data Improvement Program)
Asset data and information is critical to the asset management process. An understanding of what data, levels of quality, process
controls and governance enable effective planning and execution of processes.

Asset Performance and Analytics (Levels of Service, Asset Health Index, Life Cycle

Analysis, Predictive Forecasting)

Utilizing our KPMG Asset Management expertise and Analytics capabilities we are able to interrogate asset performance and
condition data to determine remaining life, probability of failure and develop strategies to develop a plan to maintain the
appropriate level of asset health.

Enterprise Asset Management Technology Planning and Support

Working closely with KPMG's Management Consulting and IT Advisory teams, KPMG's asset management team is able to
support clients develop requirements, evaluate software technologies, create business cases and assist with the implementation
of enterprise asset management systems.
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JUrgoals for today

To explore practices and tools to link financial planning to asset management
principles, and to provide some starting points so that you can:

Understand the financial realities of your current and future
position based on asset management

V Make wiser investment decisions, aligned with your customers’
and stakeholders’ needs.



[Ne Alberta context

Some key outcomes of the recent Municipal
Government Act Review:

= Regional decision making and inter-
municipal collaboration in services
and infrastructure delivery

= Corporate planning standards that
require adoption of long-term
planning (three-year operating, five-
year capital) by end of 2019

Broader environmental considerations:
= Economic environment and financial realities
» Changing citizen expectations

Your staff and Council are working to change and improve the way your
municipality plans, in order to respond to changing requirements.



[ne strategic context

Legislation _
and Capital and
Regulation Operating
Plans

Customer Long-
Expectations Range
Financial
Long-term Plan(s)
Community Asset
Plans_ & Management
Municipal Plan(s)

Strategic Plan Business

and
Operational
Plans



LaSCading decision-making processes

Corporate/
Organizational Strategic Goals Organization

Management
Capital Investment optimization Manage Assel
and sustainability planning Portiolio

Asset Performance;
Risk Assessment and
Asset Needs Analysis

System performance, cost
& risk optimization

Optimize life cycle Manage

acti_vities_ (O&M, Create N ASSets Renew
Engineering etc.) / Acquire Utilize /Dispose

Data Collection
and Analytics

Connecting life cycle management activities to strategic goals, and vice versa
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JISCUSSIon foday

We will split the financial planning
discussion into two sections:

1) Council’s Role in Decision Making

2) Administration’s Role in Decision
Making

I I

Accounting (i.e., TCA) | Financial Planning I
= Current and past looking I = Current and forward looking :
» Costs/ values typically based on age (book: » Costs / values based on a variety of |
value) I factors (market value) :

= Typically loosely-linked to organizational 1 = Aligned to organizational priorities I
priorities l l
S — d
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Louncllconversations

We can barely afford
to keep the lights on

This infrastructure
deficit is huge and
unmanageable

How do we prioritize
across services?

Can you make do
with what you
have?

We make plans, but we
always have to change
them

We don’t know the long
term investment needs
of our services

What is asset
management?

What conversations are you having with your Council?



What decisions are your Gouncll wresting with?

Investment decisions are not always apples to apples:

= Asset Type A versus Asset Type B Roads vs. Drainage

= Asset versus Program Fixing a pothole vs. improving a
swimming program

= Asset versus Project Fixing a manhole vs. installing a

new piece of public art

12



A SEIVIce dellvery perspective

Municipality

Corporate
Level-of-Service
(i.e. Why we’re here...)

(i.e. How we deliver it..)

c
§e
= o Customer
o q
s 3 Level-of-Service
O 3 (i.e. What we deliver...)
o
= (@)
[&) n .
= Technical
2 v Level-of-Service
=

Infrastructure
Asset-Base
(i.e. Current Assets)
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MeasLring and comparing investment need

. Very Good Almost all assets in the portfolio are

State achieving the desired targets

o Good Most assets in the portfolio are achieving
State the desired targets

o Fair Many assets in the portfolio are not
State achieving the desired targets

O Poor Most assets in the portfolio are not
State achieving the desired targets

. Very Poor  Almost all assets in the portfolio are not
State achieving the desired targets

Region of Peel: 2017

Wrore W= [ [y -

Local Infrastructure Reports

el L=l ]
INFRASTRUCTURE ELEMENTS MAP
52 assens ¢ 1 it

I | m
E="
=

Sold Wexste Folice Fire & Paramedic Community Mhurucipal Tt Ietormation
ey Services. Services. Services.
555 276 176 5326 s512 S760 5199

City of Winnipeg: Infrastructure Status Report 2018
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Measuring current State and key outcomes

» Infrastructure ‘deficit’ CISS SUIAcHan SRS Oy Sarvicas

. . 880/0 overall City services
» Physical condition scales

= Broader rating scales /a\ a8% B 49% (ﬂ 4%

with major streets with residential " management
of rush hour traffic

84%

Total Infrastructure Deficit @ i localparks drinking water
Bi ;
“rostatod) e 87%
$6.9 Billion - e ! - garbage
transportation™* * E2spondents mere permitied 10 prowdde more than

one response

** Those who indicated they have used the service

$3 Billion

DEFICIT DECREASED

City of Winnipeg: Infrastructure Status Report 2018
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LONNecting the dots Tor Gouncliand Senior ieadership

= Communicating a compelling vision
= What are the outcomes of good asset management?
= Balancing consideration of cost with benefit and risk

= Connect to existing processes
Integration = Integrate Finance resources into the AM planning process
= Timing is everything!

= |dentify gaps and improvement areas in processes and data
= |dentify and develop practical tools
= Develop people and skills

mwnn 16






[Ne Investment pianning process

= How to get the organization moving in
a consistent direction?

= How do you get the data and analysis
to support those Council decisions?

» What tools are you using to support
analysis for investment planning?

= Are you using your data effectively?

KPMG 18



Maxing difficult choices

How can we provide comparability across interventions?
What are the unanticipated outcomes of your decisions?

Investment Choice #1: Investment Choice #2:
Asset Replacement Renewal Program

L]
Although this asset replacement, on The proposed program addresses the
average, improves numerous levels of level of service deficiency on Criteria A,
service, it fails to bring the level of but does not provide the overall
service Criteria A up to the appropriate improvement that the Asset
level. Replacement would have.
kPm& CKPMG Intermaiional. a Swiss enly. Al ights reserved. The KPMG name and ogo are regstored rademarks o rademarks of KPMG ntemational |+ o 19



RISK-Dased Investment prioriization

What risks can you reduce with this investment plan?

KPMG

Likelihood

Safety of Building and Occupants Public Profile # Praduction Building and Mechanical
$10MM $22MM

$30MM $3MM

Consequence
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Asset Repair/Replace Cost

RISK-Dased Investment prioriization

What risks can you reduce with this investment plan?

$60,000,000 - $9,000,000
$8,000,000
$50,000,000 -
$7,000,000
$40,000,000 $6,000,000
$5,000,000 é
$30,000,000 - E
$4,000,000 2

$20,000,000 -

- $3,000,000
$2,000,000

$10,000,000 - -
I $1,000,000

$‘ ’ T T T T $—
2016 2017 2018 2019 2020 2021 2022 2023 2024 2025
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peNelIS-Dased Investment prioriization

How does this investment plan align to your priorities?

Total Benefit

5,000

Project Benefit by Cost-Benefit

4,500

I W ""WITTN (U GERRRLO 1 il M il | i
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2,000
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2,000
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1,000

500

- M NMONSNOLBOWBO NN
- Lal - Lol ] Lol
Project ID
W Maint H&S W Maint ELOS = Maint QLOS B Maint ILOS H New Reg = Enhance QLOS H Enhance ILOS
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JSINg Scenario analysis

What are the long-term impacts of investing one way or another?
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F\VOIVING your Integrated planning maturty

Formalize your asset
management policy with
Council

Define and baseline key
financial planning and
sustainability metrics
(both asset- and non-
asset related)

Link asset register with
financial information

Identify gaps in data,
systems, process

Directly connect your
asset management
policy with financial
policies

Document standards and
procedures for planning
asset investment

Develop simple tools for
prioritizing investment
that represent defensible
process that compares
risks and benefits

Formalize key asset-
related inputs to financial
planning

Share your investment
planning process with
Council

Evolve asset planning
tools to consider more
complex scenario
analysis

Streamline and automate
key processes

Develop a long-range
financial model and plan

Evolve key financial
planning inputs to
include service levels
and risk
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KPMG!

ank you

Get in touch:

Ted Mulyk
tmulyk@kpmg.ca
403 691 8516

Katie Geoghegan
kgeoghegan@kpmag.ca
306 550 8400
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