Joint Municipal Service Review

January 29, 2026
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Today's Objectives

v" Respond to the Board’s request for an illustration of a service-based budget for SSEA

v" Review the recommended changes to the Letter Of Agreement
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Recap

To date, we accomplished these activities:

v Data review and stakeholder consultations

v’ Letter of Agreement Review and recommendations for updates
v" Reviewed alternative funding formula options with the board

v' Developed an activity-based view of SSEA’s budget (illustrative only), as requested by
the Board at its last meeting
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Current Budget Presentation

The existing funding formula reflects longstanding practice, using allocations that reflect conditions since SSEA was formed. It emphasizes cost distribution among

members; it does not provide members or the board with performance insights or information about progress toward strategic objectives.

The funding formula for municipalities follows two main steps:

* 45% Based on Core Services: This portion of the funding is determined by analyzing the cost of core services, which are evenly distributed across the eight

municipalities.

* 55% Based on Watershed MPAC Assessment and Property/MPAC Share: The remaining 55% is allocated based on an equation that considers each municipality's
Watershed MPAC Assessment Share and Property/MPAC Share relative to other municipalities within the SSEA. The resulting values are averaged, and the total is

proportionately divided among the municipalities.

Base (45% shared

Watershed MPAC

Municipalities Base (.:OSt with each WatersI?ed S Assessment Jile Average AL Al Total
Split I Properties Share , Share Share (55%)
municipality) (In000's)
Georgian Bay 5.63% $ 57,135 2114 5.27% $ 478,457 5.93% 5.60% $ 26,402 |$ 83,537
Midland 5.63% $ 57,135 6181 15.41% $ 1,366,967 16.94% 16.18% $ 76,261 |$ 133,397
Oro-Medonte 5.63% $ 57,135 4256 10.61% $ 1,112,903 13.79% 12.20% $ 57,525 |$ 114,661
Penetanguishene 5.63% $ 57,135 3446 8.59% $ 734,452 9.10% 8.85% $ 41,709 |$ 98,844
Severn 5.63% $ 57,135 3358 8.37% $ 687,467 8.52% 8.45% $ 39,819 [$ 96,955
Springwater 5.63% $ 57,135 2343 5.84% $ 486,289 6.03% 5.93% $ 27,977 |$ 85,112
Tay 5.63% $ 57,135 6101 15.21% $ 809,898 10.04% 12.63% $ 59,518 [$ 116,653
Tiny 5.63% $ 57,135 12303 30.68% $ 2,392,111 29.65% 30.16% $ 142,190 [$ 199,326
$ 457,083 40102 $ 8,068,544 $ 471,401 |$ 928,484

*Final figures may have
a minor difference
relative to true values

as a result of rounding
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Funding Formula Option Comparison

The funding formula is being reviewed to ensure it continues to meet the required key criteria. Three options are outlined below.

Criteria: 1) Fairness (F), 2) Predictability (P), 3) Affordability (A), and 4) Transparency (T).

MPAC

MPAC/Properties +
Activity Based

Activity Based

Description

Implications

This model will focus on splitting core costs
solely based on MPAC assessments, with
municipalities contributing based on property
values.

Consistent with approaches for
distributing other municipal costs,
where municipalities that have higher
assessments bear a higher share.

This model will focus on splitting all core
operating costs based on a combination of the
MPAC share assessment/properties share
while also accounting for the activities that
are predominately used by each municipality
(e.g., service use or demand).

Aligns contributions with service use;
more complex than current model
because it requires more data
management.

This model will focus on splitting all core
operating costs based on the volume of
service used by each municipality. Budget
costs are assigned to SSEA' services and are
then allocated to members based on volume
of services each consumed.

More equitable because it aligns
service costs with usage; introduces
more variability in YOY costs as usage
changes; most

administratively complex option.

Criteria
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Leveraging the Current Funding Formula

When supplemented with performance details to support a discussion about SSEA's value and its service efforts, the current
funding formula is a reasonable option.

Description Areas to Explore Accomplishes
Introduce Activity-Based Costing (ABC) * Strengthens transparency by showing how municipal
to track and report service costs for contributions align with specific services and outcomes.
Current municipalities

* Ensures fairness and relevance over time through periodic

reviews that reflect changing property values, service demands,
and capacities.

The current model allocates core costs by

Periodic Formula Reviews
splitting 45% equally among municipalities

and 55% based on property numbers and tax * Builds accountability and trust by linking annual reporting to
assessments within the watershed. Each measurable environmental results.

municipality’s share is the average of these Annual Performance/ Outcome

two factors. Reporting * Enhances collaboration and engagement through regular

briefings and workshops with municipal partners.

Semi-Annual Team * Maintains the stability and predictability of the current funding

Briefings/Workshops model while improving understanding and confidence in how
funds are used.

Current Funding Formula - FPAT rationale

The equal distribution of 45% ensures municipalities with smaller tax bases or . . S T . .
. ) ) . .re The formula is straightforward, making it easy for municipalities to predict their
Fairness fewer properties are not disproportionately burdened. The 55% based on a Affordability A ) ) o
. N . . . . contribution. The split between equal share and proportional share is fixed and
High combination of property numbers and assessments is more reflective of capacity Medium
. . easy to understand.
and property value, balancing equity.

The formula has clearly defined factors (equal share and property-based
Transparency assessments). It’s easy for municipalities to understand how their contributions
Medium are calculated. However, the formula does not currently give insight into how the
costs are supported.

. .1.... The combination of equal shares and proportional shares makes it moderately
Predictability L . S
High affordable for most municipalities. However, wealthier municipalities may feel
g the cost burden is heavier, even with the shared model.

strategycorp.com 7



Activity-based

costing approach
reflects funding

formula criteria

o

VT

\\\m\\\\\\\\\\\\\\L\\a\\\u\\gt
W il Tl

ov

\\\\\\\\\\

7/ N 3 v i
strategycorp.com



Activity-based View

e Defines the service catalogue (5 services)

e Summarizes 2023 activity volumes for the first 4 services
e Allocates the 2023 municipal levy across services (total: $928,484)

e |llustrates unit costs

Based on 2023 municipal levy, services, volumes, and illustrative unit costs
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What an Activity-based View Enables

Transparent levy story

Connects the municipal levy to clearly defined
services.
Shows what is funded, and how much.

Decision support

Unit costs help test scenarios:

more monitoring, fewer projects, different standards.

Informed allocation choices

Supports discussion on appropriate cost drivers:
stations, visits, projects, systems, engagement
outputs.

Governance clarity

Separates governance/admin from delivery services.
Makes overhead allocation explicit.
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SSEA’s Service Catalogue

Environmental Monitoring and Data Analysis

Maintains monitoring stations and field programs.
Collects samples and site data; analyzes and reports.

Drinking Water Source Protection Authority

Source protection authority role for drinking water.
Coordination and compliance with provincial
framework.

Organization Governance and Administration

Governance, finance, HR, corporate admin.
Shared support for delivery services.

11

Stewardship and Restoration

Tree planting/distribution and restoration projects.
Natural heritage reviews; invasive species monitoring.

Community Engagement and Partnerships

Events, presentations, inquiries, tours, and outreach.
Web/social content and partner coordination.
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AcTivity Levels

Service Key workload volumes (2023)

605 monitoring stations

Environmental Monitoring and Data Analysis

Stewardship and Restoration

Drinking Water Source Protection Authority

Community Engagement and Partnerships

1,112 site visits / sampling events
2,158 samples collected

439 projects
18,870 plants

38 drinking water systems

795 engagement outputs (events, posts, tours, inquiries, etc.)
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Translating Line-item Budgets Into Service Cosfs

Services | $ Cost Associated to Service
Environmental Monitoring and Data Analysis $ 415,853
Stewardship and Restoration $ 149,622
Drinking Water Source Protection Authority $ 72,581
Community Engagement and Partnerships $ 130,981
Organization Governance and Administration $ 159,446
Total Service Cost to Municipalities $ 928,484

 Map costs and revenues, including staff time and direct expenditures, to the service that primarily
drives the work

* General administrative and governance costs, applicable to all services, grouped and allocated across
services using a consistent, transparent basis
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Unit Cost Indicators (illustrative)

Environmental Monitoring

Cost per site visit: $374
Cost per sample: $193
Cost per station: $687

Drinking Water Source Protection

Cost per system: $1,910

Stewardship & Restoration

Cost per project: $341
Cost per plant: $8

Community Engagement

Net per engagement output:$165

These are preliminary, illustrative unit costs, not prices, based on 2023 volume estimates and levy, to support understanding and

discussion.

14
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2023 Municipal Levy (Service-Based View)

Total levy: $928,484
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Environmental Monitoring and Data Analysis Stewardship and Restoration

Governance/admin is shown as its own service
so overhead is explicit.

DrinkingWater Source Protection

Community Engagement and Partnerships

Governance and Administration
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Key Performance Indicators

* Provide important context - KPIs work with any budget format to help develop a shared understanding
of the services and their value

« Offer multiple views of the organization - trends, efficiency, quality, progress toward outcomes

* Support effective governance - helps the Board develop judgments about performance without
pulling it into daily operations

* Improve transparency and accountability — helps the Board and members understand performance
in clear, non-financial terms that complement financial reporting

* Are most useful when stable and limited to a “critical few” — a small, consistent set of indicators is
more valuable than frequent changes or excessive detail
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Key Performance Indicators

Sample KPIs from staff’s work included here from FY23:

i i . 11 icipal ti
4 rain gauges, 1 air temperature Responded to 70 risk management 3 mun|C|pa. proper ies sgrveyed
logger and 3 temperature loggers on inquiries to assess invasive specifies
rooftops installed. . presence

SSEA participated in 62 communit SSEA’s Instagram follower count 14,740 seedlings planted across all 8
P P . Y increased by 14% while Facebook municipalities with 288 volunteers
events/meetings/conferences o
grew by 23% participating.

Identified 4,400 stream
invertebrates, biennial monitoring at
11 stations.

Bottom line: KPIs are an effective governance tool. They add value regardless of how the
budget is presented, and they help the Board focus on results, trends and accountability.
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Next Steps

* Decide whether to use activity-based reporting as:

* A transparency and business planning tool: Keep the current funding formula and use this
information to accompany SSEA's traditional budget and funding model.

Or,

* A replacement for existing budget reporting: Replace the current budget and identify
funding requirements for each member based on service costs and the benefits attributable to
each [NB: requires more, and different, data than is currently available to distribute costs
applicable to each member].

Or,

* A periodic exercise: Keep the current funding formula. There would be no regular, direct
relationship to annual planning, budgeting or reporting processes. Instead, use this
information as part of strategic planning, or new Board member orientation.
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