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City Council Referral 	 Report

FA-11-218 

To: Council in Committee of the Whole Item: Date of Report: 

AG-11-08 August 3!, 201 1 

From: Ron Foster File: Date of Meeting: 

Auditor General C-I 000 September 6,201 1 

Subject: 	 Review of the Proposed Relocation of the Municipal 
Law Enforcement staff to 44 Simcoe Street South PUBLIC REPORT 

1.0 PURPOSE 

To present a report on the review the proposed relocation of the Municipal Law 
Enforcement staff to 44 Simcoe Street South. 

2.0 RECOMMENDATION 

It is recommended that the following suggestions for improvement which are contained 
within report AG-11-08, dated August 31, 201 1, be endorsed by Council: 

1. 	Facilities Management Services staff be engaged to manage future requests for 
facilities and that a systematic review of space available within City facilities be 
undertaken prior to engaging Development Services staff to identify external 
facilities that are available for purchase or lease; 

2. 	 Facilities Management Services staff be engaged to manage the building condition 
assessment and cost estimation process for improvements to both owned and 
leased facilities; 

3. 	 Facilities Management Services staff obtain conceptual drawings and a high-level 
written cost estimate when preparing budgets for facilities maintenance projects 
including leasehold improvements with costs over $250,000. A detailed written cost 
estimate should be obtained prior to tendering these projects or committing the 
corporation legally to a leasehold agreement; 

4. 	 Whenever possible, significant leasehold renewals and acquisitions be planned six 
months in advance so the competitive purchasing practices within the Purchasing 
By-law can be followed; 

5. 	 Significant risks be reported to Council on a timely basis; and 

6. 	Staff reports with proposed capital or operating expenditures of $250,000 or more 
be provided to the Auditor General at least two business days prior to their issue to 
Committee or Council to allow sufficient time for review and comment. 
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3.0 EXECUTIVE SUMMARY 

On September 7, 2010, Council endorsed staffs recommendation that a lease be 
negotiated and executed for 44 Simcoe Street South. Council's approval was subject to 
terms and conditions acceptable to the City Solicitor and the City Manager as outlined in 
the Financial Implications Section of Report FA-10-236 which indicated that leasehold 
improvements for the property were required but would be capped at $300,000. 

On June 29, 2011, staff advised the Finance & Administration Committee in Report FA-11-
174 that a detailed cost estimate of approximately $900,000 had been received for the 

-

leasehold improvements at 44 Simcoe Street South. 

On July 11, 2011, Council directed the Auditor General to perform a complete and full 
review the entire issue. 

The findings of this review include the following: 

Other than the fees for the initial design work and detailed cost estimate, staff made 
no commitments to spend money on the proposed leasehold improvements at 44 
Simcoe Street South prior to receiving direction from Council on Report FA-11-174 
which was issued on June 29,2011; 

The initial design work for the leasehold improvements was sole-sourced primarily 
due to time constraints but also because floor plans had recently been completed 
for the building by the contractor that the City engaged; 

Staff had sufficient authority to submit an Offer to Lease 44 Simcoe Street South. 
The Offer to Lease is legally binding even though the lease has not been finalized; 

Insufficient work was completed to validate the accuracy of the original cost 
estimate of $300K for the leasehold improvements primarily because limited time 
was available to assess the building and accurately identify the leasehold 
improvement requirements and costs prior to September 7,2010 which was the last 
regular Council meeting before the fall election; 

c Issues with the original cost estimate for leasehold improvementsthat was provided 
to Council in Report FA-10-236 were not detected until after September 7, 2010 
which is when Council gave the approval to proceed with the negotiation and 
execution of a lease for the property on 44 Simcoe Street South; 

0 Staff within the Facilities Management Services Branch was not engaged to mange 
key elements of the project until after September 7, 2010 primarily because 
Development Services staff had been reviewing potential office locations with 
MLELS staff for some time and the project had not received approval yet from 
Council; 
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o A detailed estimate of the cost of the leasehold improvements had still not been 
obtained on November 15, 2010 when the Offer to Lease was finalized and 
s~brnittedt~ the awne: of 44 Simcee ST:n?eiScuih; 

On March 23, 2011, the problems with the original cost estimate of $300K became 
fully evident to staff with the receipt of the detailed cost estimate for $960K; 

Staff did not report back to Committee and Council until June 29, 2011 primarily 
because they were working on alternatives to mitigate the risks associated with the 
Offer to Lease 44 Simcoe Street South; and 

There was insufficient time available on September 1, 2010 for the Auditor General 
to complete a detailed review of Report FA-10-236 prior to its issue. 

4.0 INPUT FROM OTHER SOURCES 

4.1 Input from Management 

9 During this review, informationwas obtained from the following individuals: 

r City Manager 
City Solicitor 
Commissioner, Corporate Services 
Commissioner, Development Services. Director, Municipal Law Enforcement and Licensing Services (MLELS) 
Director, Facility Management Services 
Director, Economic Development 
Director, Finance Services 

o Assistant Solicitor 
Manager, Real Estate 

o Manager, Business Development 
Manager, Purchasing Services 

o Denis O'Connell, Independent Project Managers 

5.0 ' ANALYSIS 

5.1 Objectives 

9 The objectives of this review were to identify and report to Council on the relevant facts 
related to the proposed relocation of Municipal Law Enforcement (MLELS) staff to 44 
Simcoe Street South and to recommend best practices for managing facilities 
management and related real estate transactions. 
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5.2 S c o p e  

P 	 i n i s  review focused on events reiatedt~ the offer t~ :ease 44 Sirncoe Sireet South. It 
did not directly address the proposal to relocate MLELS staff to the Arts Resource 
Centre. 

5.3 Procedures 

> 	This review included best practice research, interviews with management and staff, 
field inspections, analysis of correspondence and emails as well as an extensive 
review of background documents related to the 2010 Offer to Lease 44 Simcoe Street 
South and the rental of 22 King Street West. 

P 	 Committee and Council reports that are directly related to these properties are included 
as attachments to this report. A binder containing the minutes of Committee and 
Council meetings that addressed these reports as well as all related lease agreements 
is available to Members of Council in Clerk Services. 

5.4 List of Report Attachments 

Attachment 1 - Key Dates and Events 

Attachment 2 -CM-11-36 - Municipal Law Enforcement Office Relocation - Update which 
contains: FA-11-174 - Municipal Law Enforcement Office Relocation and FA-10-236 -
Municipal Law Enforcement Reorganization Initiatives Update and Proposed New Office 
Location 

Attachment 3 - FA-11-123-Municipal Law Enforcement Office Relocation 

5.5 Background 

On September 7, 2010, Council endorsed staffs recommendation that a lease be 
negotiated and executed for 44 Simcoe Street South based on terms and conditions 
acceptable to the City Solicitor and the City Manager as outlined in the Financial 
Implications Section of Report FA-10-236 which indicated that leasehold improvements for 
the leased property would be capped at $300,000. 

On June 29, 201 1, staff advised the Finance & Administration Committee in Report FA-1 1- 
174 that a detailed cost estimate of $900,000 had been received for the leasehold 
improvements at 44 Simcoe Street South. 

On July 12, 202 1, Council directed the Auditor General to perform a complete and full 
review the entire issue. 



-
Item: AG-11-08 

804 
Report to Council in 
Committee of the Whole (Continued) - 5 - Meeting Date: September 6,2011 

5.6 Findings 

Anthority !O Ssbmit Offer to iease 44 Simcoe Sireei Souih 

9 On September I,2010, Report FA-10-236 was issued to the Finance & Administration 
(F&A) Committee to overview recent reorganization initiatives within Municipal Law 
Enforcement and to recommend a plan to relocate and consolidate Municipal Law 
Enforcement operations to 44 Simcoe Street South. 

9 On September 2, 2010, the F&A Committee endorsed the report's recommendation 
that the F&A Committee recommends to City Council that a lease be negotiated and 
executed for 44 Simcoe Street South based on terms and conditions acceptable to the 
City Solicitor and the City Manager as outlined in the Financial Implications Section of 
Report FA-10-236. 

9 On September 7, 2010, Council endorsed the report's recommendation that a lease be 
negotiated and executed for 44 Simcoe Street South based on terms and conditions 
acceptable to the City Solicitor and the City Manager as outlined in the Financial 
Implications Section of Report FA-10-236 which indicated that: 

0 The annual current office space lease cost for MLELS is 5144K (including 
utilities) for 7,766 square feet. The annual lease cost for 6,600 square feet at 
the proposed location is still under negotiation but will be substantially less than 
what the City is currently paying at 22 King Street West; 

The savings will be offset by the leasehold improvement costs which are 
estimated to be in the 5300K range. These renovation costs are required to 
more fully utilize the building and ensure accessibility needs are met. Significant 
leasehold improvements would also be required if MLELS were to make 22 King 
Street West their permanent location; 

It is proposed that a ten-year lease be negotiated and executed (with the option 
for a further five-year extension), and that leasehold costs be capped at 
$300,000 and included in the monthly lease payment; and 

0 Based on a 10-year payment period, the additional monthly cost would be 
approximately $2,500 and the annual savings would still be significant. 

9 While staffs original intention was to include the leasehold costs in the monthly lease 
payment, the owner was not willing to finance these costs for a reasonable fee. As a 
result, Finance staff recommended that these costs be financed by the City using a 10-
year InterFund note and that the costs be charged to MLELSS on a monthly basis. 

P On November 4, 2010, Finance staff identified a potential opportunity to fund the 
leasehold improvement costs at 44 Simcoe Street South using unspent infrastructure 
stimulus funding. 
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9 On November 10, 2010, Ontario Ministry of Agriculture, Food and Rural Affairs staff 
confirmed that the leasehold improvement costs were eligible for potential funding but 
that %heCiiy ml r t  provide a format coi-ilrnitment io iease the property at 44 Simcoe 
Street South with its application. 

9 On November 11,2010, the Business Development Manager concluded the drafting of 
the Offer to Lease in consultation with the owner and with input from Legal Services to 
ensure that that the draft's terms and conditions were consistent with Council's 
September 7, 2010 direction. The final draft of the Offer to Lease was then circulated 
to the Directors, MLELS, Facilities Management Services, Economic Development 
Services and to the Commissioner Corporate Services. 

> On November 15, 2010, Finance staff submitted an application for infrastructure 
stimulus funding to renovate and remodel 44 Simcoe Street South to accommodate 
the City's Municipal Law Enforcement staff. The application indicated that the total 
eligible project cost for 44 Simcoe Street South was $360K with proposed Federal ISF 
funding of $120K and Provincialfunding of $l20K. 

> On November 15, 2010, the Offer to Lease 44 Simcoe Street South was signed by the 
Commissioner of Development Services in compliance with Council's September 7, 
2010 direction and the Delegation By-law and submitted to the owner of 44 Simcoe 
Street South. 

9 The Offer to Lease would not have been submitted if it had not been an eligibility 
requirement of the application process for infrastructure stimulus funding. The normal 
process followed by the City for leasehold transactions is to not commit to any binding 
agreement until mutually satisfactory terms and conditions have been negotiated with 
the owner. 

9 On March 31, 2011, the City Solicitor issued a memo to the Commissioner Corporate 
Sewices and advised the City Manager as well as Development Services and Facilities 
Management Services staff that the Offer to Lease gives effect to Council direction, 
survives the execution of any formal lease, and is binding on the parties. 

9 The findings of this review include: 

Other than the fees for the initial design work and detailed cost estimate, staff made 
no commitments to spend money on the proposed leasehold improvements at 44 
Simcoe Street South prior to receiving direction from Council on Report FA-11-174 
which was issued on June 29,2011; 

e Staff had sufficient authority from Council to submit an Offer to Lease 44 Simcoe 
Street South; and 

e Although the lease for 44 Simcoe Street South has not been finalized, the Offer to 
Lease is legally binding. 
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Proiect Mana~ement 

3 	E-..", abilities Managemen: Services Branch was net asked to participate in the project ' 

management process for the leasehold improvements at 44 Simcoe Street South until 
late September 2010 primarily because Development Services staff had been 
reviewing potential office locations with MLELS staff for some time and the project had 
not received approval yet from Council. 

9 	The property at 44 Simcoe Street South was not identified as being available for lease 
until July 13, 2010. A limited amount of time was available for staff to assess the 
property, identify and estimate required leasehold improvement requirements, 
negotiate tentative lease terms with the owner and report to Committee and Council 
prior to the last Council meeting which was scheduled for September 7, 2010. 

9 	On July 13, 2010, the Director of MLELS contacted Abbot Drafting & Design (Abbott) to 
obtain a quote for the preparation of conceptual drawings after reviewing the building 
with the owner's agent and receiving approval to investigate from the Commissioner 
Corporate Services. 

9 	On August 19, 2010, the Director of MLELS fotwarded a written estimate to the 
Commissioner Corporate Services from Gay Company Limited for $428K for the 
leasehold improvements at 44 Simcoe Street South. This estimate was based on 
preliminary conceptual drawings that were prepared by Abbott in August 2010. 

> 	On August 30, 2010, Independent Project Managers (IPM) provided a verbal cost 
estimate of $300K to the Commissioner Corporate Services for the leasehold 
improvement costs at 44 Simcoe Street South. This estimate was based on 
conceptual drawings for the ground floor that the Director of MLELS had shown IPM 
and was net of amounts to be contributed by the owner of the building. 

9 	Report FA-10-236 implied that both floors at 44 Simcoe Street South would be 
renovated to more fully utilize the building and clearly stated that the leasehold cost 
would be capped at $300K. 

9 	On September 15, 2010, the Director of MLELS emailed the Commissioner Corporate 
Services to advise him that he spoke with Denis O'Connell at IPM who indicated that 
IPM's original pricing did not include the basement of 44 Simcoe Street South. Denis 
O'Connell advised the.Auditor General in July 201 1 that IPM's original cost estimate of 
$300K excluded design costs and was for construction costs on the main floor at 
approximately $100 per square foot and was net of amounts to be contributed by the 
owner. Their cost estimate for both floors would have been $600K. 

P 	 On September 28, 2010, the Commissioner Corporate Services advised the Director of 
MLELS to proceed with the preparation of construction drawings which were to be 
used to obtain more accurate costing information. 
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9 	On September 28, 2010, the Director of MLELS requested that Peter Paton, a Project 
Manager within the Facilities management Services Branch, take responsibility for the 
project management f r m  this point forward so he could liaise with the designer, 
mechanical engineer and structural engineer. 

9 	On September 28, 2010, the Director of Facilities Management Services advised the 
Commissioner of Community Services that, based on a conversation with a cost 
estimator, the original estimate of $300K from IPM may be extremely lean. This 
information was passed on to the Commissioner Corporate Services by the 
Commissioner of Community Services. 

9 	On September 29, 2010, the Director of Facilities Management Services issued a 
project charter (terms of reference) to Facilities Management, MLELS, Finance and IT 
staff engaged in the planning process for the leasehold improvements. The project 
charter specifically notes that the total budget is very low for a 2-floor, 7,000 ft 
renovation. It also states that, based on the available budget of $300K, only one of 
two floors will be renovated. 

9 	A detailed estimate of the cost of the leasehold improvements had still not been 
obtained on November 15, 2010 when the Offer to Lease was finalized and submitted 
to the owner of 44 Simcoe Street South: 

9 	On December 21, 2010, after reviewing detailed drawings for the leasehold 
improvements at 44 Simcoe Street South, IPM submitted a written cost estimate of 
$600K to the Director of Facilities Management Services which included a quote for 
construction management fees from IPM. 

9 	On January 10, 2011, staff advised Council in CM-11-02 that the City was seeking 
funding for a number of infrastructure projects including the Municipal Law 
Enforcement Services. Office Renovations project which had total eligible costs of 
$360K. 

P 	 On January 19, 201 1, Finance staff learned that the City's application for infrastructure 
stimulus funding had been denied. 

9 	On March 4, 201 1, the Commissioner Corporate Services asked the Director, Facilities 
Management Services to get a cost estimator to review the drawings and specifications 
in order to get a detailed cost estimate for the leasehold improvements at 44 Simcoe 
Street South. 

9 	On March 11, 201 1, the Director of Facilities Management Services received CM2R's 
quote for $5,500 to generate a detailed cost estimate for the leasehold improvements 
at 44 Simcoe Street South. 
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9 On March 23, 2011, a detailed cost estimate of $960K excluding contingency and the 
iion-iefindabie potiion of HST was received bj: the Dirsctar af FaciilQ Manage~enl 
Services from CM2R for the leasehold improvements at 44 Simcoe Street South. 

9 In late March 2011, after being advised by the Commissioner Corporate Services of 
the cost estimate for $960K, the City Manager concluded that the Offer to Lease 44 
Simcoe Street South should be terminated and that the Arts Resource Centre be 
considered as an alternate site. 

9 On March 31, 2011, Facilities, Real Estate and Legal staff met to discuss options 
available to address the increased cost estimate for the leasehold improvements. 

> On March 31, 2011, the City Solicitor issued a memo to the Commissioner Corporate 
Services and advised the City Manager as well as Development Services and Facilities 
Management Services staff that the Offer to Lease gives effect to Council direction, 
survives the execution of any formal lease, and is binding on the parties. 

9 In April 2011, Facilities, Real Estate, Recreation and Finance staff began reviewing the 
option of relocating MLELS staff to the Arts Resource Centre. 

9 On June 29, 2011, Corporate Services and Community Services staff prepared Report 
FA-11-123 "Municipal Law Enforcement Office Relocation" for Joint Finance and 
Administration and Community Services Committee. 

9 On June 29, 2011, Finance staff prepared Report FA-11-174, "Municipal Law 
Enforcement Office Relocation"for the Finance and Administration Committee. 

9 The findings of this review include: 

Insufficient work was completed to validate the accuracy of the original cost 
estimate of $300K for the leasehold improvements primarily because limited time 
was available to assess the building and accurately identify the leasehold 
improvement requirements and costs prior to September 7, 2010 which was the last 
regular Council meeting before the fall election; 

e A detailed estimate of the cost of the leasehold improvements had still not been 
obtained on November 15, 2010 when the Offer to Lease was finalized and 
submitted to the owner of 44 Simcoe Street South; 

a Issues with the original cost estimate for leasehold improvementsthat was provided 
to Council in Report FA-10-236 were not detected until after September 7, 2010 
which is when Council gave the approval to proceed with the negotiation and 
execution of a lease for the property on 44 Simcoe Street South; and 
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Staff within the Facilities Management Services Branch was not engaged to mange 
key elements of the project until after September 7, 2010 primarily because 
Development SerAces staff had been reviewing potential office locations with 
MLELS staff for some time and the project had not received approval yet from 
Council. 

9 It is recommended that: 

Facilities Management Services staff be engaged to manage future requests 
for facilities and that a systematic review of space available within Ciw 
facilities be undertaken prior to engaging Development Services staff to 
identify external facilities that are available for purchase or lease; 

Facilities Management Services staff be engaged to manage the building 
condition assessment and cost estimation process for improvements to both 
owned and leased facilities; and 

Facilities Management Services staff obtain conceptual drawings and a high-
level written cost estimate when preparing budgets for facilities maintenance 
projects including leasehold improvements with costs over $250,000. A 
detailed written cost estimate should be obtained prior to tendering these 
projects or committing the corporation legally to a leasehold agreement. 

Purchase of Desiun Work 

9 The initial concept plan for 44 Simcoe Street South was authorized in July 2010 by the 
Commissioner Corporate Services and completed by Abbott Drafting & Design (Abbott) 
on August 16,2010. 

9 A purchasing requisition for Abbott was not finalized until November 15, 2010. 
Purchase order #I4152 was issuedto Abbott on November 23,2010 for $37,535. 

9 For professional and consulting services between $10K and $50K, the Purchasing By-
law indicates that the initiating Department Head and the City Manager shall obtain 
where practicable, at least three (3) bids for the provision of the required services and 
may, when required, obtain the services directly without issuing a formal bid 
solicitation. 

P Staff indicated that one of the conditions of the Purchasing By-law for non-competitive 
procurement was met i.e., an unforeseeable condition of urgency existed with respect 
to the need to find alternate facilities for MLELS staff. 

9 The property at 44 Simcoe Street South was not identifiedas being available for lease 
until July 13, 2010. A limited amount of time was available for staff to conduct initial 
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assessments of the property, identify leasehold improvement requirements, negotiate 
preliminary lease terms with the owner and report to Committee prior to the last 
Council meeting which was scheduled b r  Sepiember 7, 2010. 

9 	The City had been leasing property at 22 King Street West for City staff since April 
2008 when renovation of City Hall commenced. This lease expires in October 201 1 
but has a 6-month renewal until April 30, 201 2. 

9 	This review indicated that the initial design work for the leasehold improvements was 
sole-sourced primarily due to time constraints but also because floor plans had 
recently been completed for the building by the contractor-that the City engaged; 

9 	It is  recommended that, whenever possible, significant leasehold renewals and 
acquisitions be planned 6 months in advance so  the competitive purchasing 
practices within the Purchasing By-law can be followed. 

Risk Manaclement 

9 	Sound risk management includes having effective processes in place to inform senior 
staff and Council about significant risks that are faced by the municipality. 

b The Commissioner of Corporate Services is responsible for handling the financial 
affairs of the municipality and for keeping members of Council apprised of significant 
financial risks. 

9 	On September 7, 2010, Council endorsed staffs recommendation that a lease be 
negotiated and executed for 44 Simcoe Street South subject to terms and conditions 
acceptable to the City Solicitor and the City Manager as outlined in the Financial 
Implications Section of Report FA-10-236 which indicated that leasehold improvements 
for the property were required but would be capped at $300,000. 

9 	By September 15, 2010, it was apparent that the original cost estimate of $300K for 
the leasehold improvements might be significantly understated. 

> 	The Commissioner of Corporate Services briefed the City Manager on more than one 
occasion between September 2010 and March 2011 regarding the escalating cost 
estimate for the proposed leasehold improvements. 

b 	On March 23, 201 I ,  the problems with the original cost estimate of $300K became fully 
evident to staff with the receipt of the detailed cost estimate for $960K. 

> 	Council was advised of the problems with the original cost estimate and difficulties 
encountered negotiating the lease for 44 Simcoe Street South on June 29,201 1. 
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9 his review indicated that staff did not report back to Committee and Council until June 
29, 2011 primarily because they were working on alternatives to mitigate the risks 
associaied with the Offer te Lease 44 Simcoe Siieei Souih. 

9 	It  is  recommended that significant risks be reported to Council on a timely basis. 

Other Controls over Capital Expenditures 

> 	In July 2007, Council passed the following motion to improve controls over large capital 
expenditures: 

1. 	That seven business days shall separate the receipt of a reporVpresentation 
and the scheduling of a meeting teach-in to receive direction or consider a 
capital expenditure exceeding $500,000; 

2. 	 The Auditor General be asked to attend all meetings pertaining to capital 
expenditures exceeding $500,000; and 

3. 	 The Auditor General be given the discretion to hire a peer consultant to review 
all capital expenditure plans that the Auditor General deems are worthy of 
further investigation with costs to be accrued to the project account. 

9 	In practice, staff has been referring all reports with proposed capital and operating 
expenditures of $100,000 or more to the Auditor General for review and comment. 

9 	FA-10-236 was referred to the Auditor General by staff at 9:15 am on September 1, 
201 0 for review and comment. 

P 	The Auditor General commented on the Financial Implications of Report FA-10-236 
after consulting the Commissioner Corporate Services regarding the adequacy of the 
space available and the budget for leasehold improvements at 44 Simcoe St. South. 

9 	FA-10-236 was issued to members of the Finance & Administration Committee in the 
afternoon of September 1,2010 for a meeting on September 2,2010. 

9 	This review indicated that there was insufficient time available on September 1, 2010 
for the Auditor General to complete a detailed review of Report FA-10-236 prior to its 
issue. 

9 	It is recommended that staff reports with proposed capital or operating 
expenditures of $250,000 or more be provided to the Auditor General at least two 
business days prior to their issue to Committee or Council to allow sufficient 
time for review and comment. 
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6.0 FINANCIAL IMPLICATIONS 

9 	Implementing the recommendatrons wrthln this report will Improve controls over future 
leasehold improvement transactions. 

7.0 RESPONSE TO THE COMMUNITY STRATEGIC PLAN 

9 	Completion of internal audits assists Council in holding itself and its administrators 
accountable for the quality of stewardship over public funds. Taking action and 
ensuring accountability is one of the objectives contained within the Community 
Strategic Plan. 

Auditor General 

Attachments 



Key Dates and Events 	 .- 8 1  3 

9 	June 2006 - The Municipal Enforcement and Licensing Branch (MLELS) is 
establisnea oy combining staff from a number of oranches within the City. 

9 	2007-2008 - One location is sought to bring the Municipal Law Enforcement 
staff together into one suitably outfitted and secure facility. Development staff 
reviews the availability of space for MLE staff within several locations 
including McLaughlin Square and at 1 Mary Street prior to entering into the 
existing lease for office space at 22 King Street West. 

9 	March 2009 - Municipal Law Enforcement staff are temporarily relocated to 
22 King Street West as a result of renovation work at City Hall. Lease costs 
are high, location is not ideal and problems exist with the building. 

9 	June 28, 2010 - The last regular meeting of Council before the summer 
recess. 

9 	July 13, 2010 - MLELS staff made aware of the availability of 44 Simcoe 
Street South by Development Services staff. 

9 	July 13, 2010 - The Director of MLELS contacted Abbott Drafting & Design 
(Abbott) to obtain a quote on preparation of conceptual drawings after 
reviewing the building with the owner's agent and receiving approval to 
investigate from the Commissioner Corporate Services Department. 

9 	August 16, 2010 - Abbott provided initial quote to the Director of MLELS for 
$26,410 for design services. This quote excluded shop drawing review, site 
inspections and permit fees. 

9 	August 16, 2010 -Abbott submits initral concept plan to the City. 

9 	August 19, 2010 - The Director of MLELS receives a written cost estimate 
from Gay Company Limited for $428K for the leasehold improyements for 
both floors at 44 Simcoe Street South. This estimate was based on 
preliminary concept plan prepared by Abbott on August 16,2010. 

9 	August 19, 2010 - The Director of MLELS forwards the written cost estimate 
from Gay Company Limited to the Commissioner of Corporate Services. 

9 	August 30, 2010 - IPM provided a verbal cost estimate of $300K to the 
Commissioner Corporate Services Department for the leasehold improvement 
costs at 44 Simcoe Street South. This estimate was based on conceptual 
drawings for the ground floor that the Director of MLELS had shown IPM and 
was net of amounts to be contributed by the owner of the building. 

9 	September 1, 2010 -Auditor General asked for comments on Report FA-10- 
236. 

9 	September 1, 2010 - Auditor General provides comments on the Financial 
Implications of Report FA-10-236 after consulting the Commissioner 
Corporate Services Department regarding the adequacy of the space 
available and the budget for leasehold improvements. 
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9 	September 1,2010 - Report FA-10-236 issued to members of the Finance & 
Administration Committee. 

9 	September 2, 2010 - F&A Committee reviews and approves staffs 
iecornmendation "That a lease be negoiiaied and executed for 44 Simcoe 
Street South based on terms and conditions acceptable to the City Solicitor 
and the City Manager as outlined in the Financial Implications Section of 
Report FA-1 0-236 dated September 1, 201 0." 

9 	September 7,2010 -Council approves the recommendation "That a lease be 
negotiated and executed for 44 Simcoe Street South based on terms and 
conditions acceptable to the City Solicitor and the City Manager as outlined in 
the Financial Implications Section of Report FA-10-236 dated September 1, 
2010." 

9 	September 9, 2010 - Director of Finance Services advised the Commissioner 
Corporate Services Department, Director of MLELS and Economic 
Development staff that the City could finance the leasehold improvement 
costs using a ten-year InterFund Note and charge the costs to MLELS if they 
couldn't get the owner to include the improvement costs in the monthly lease. 

9 	September 15, 2010 - Director of MLELS emailed the Commissioner 
Corporate Services Department to advise him that he spoke with Denis 
O'Connell who indicated that IPM's original pricing did not include the 
basement of 44 Simcoe Street South. 

9 	September 28,2010 - Commissioner Corporate Services Department advised 
the Director of MLELS to proceed with the preparation of construction 
drawings asap. 

9 	September 28, 2010 - Director of MLELS requested that Peter Paton, a 
Project Manager within the Facilities management Services Branch, take 
responsibility for the project management from this point forward so he can 
liaise with the designer, mechanical engineer and structural engineer. 

9 	September 28, 2010 - Director of Facilities Management Services advised the 
Commissioner of Community Services that, based on a conversation with a 
cost estimator, the original quote may be extremely lean. This information 
was passed on to the Commissioner Corporate Services by the 
Commissioner of Community Services. 

9 	September 29, 2010 - The Director of Facilities Management Services issued 
a project charter to Facilities Management, MLELS, Finance and IT staff 
engaged in the planning process for the leasehold improvements. The 
project charter specifically notes that the total budget is very low for a 2 floor, 
7,000 ft renovation. It also states that, based on the available budget of 
$300K, only one of two floors will be renovated. 

9 	October 25, 2010 - Abbott provides updated quote for $33,735 to include 
$3,125 of environmental assessment work to address potentially hazardous 
substances. 
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9 	November 4, 2010 -Finance staff identified a potential opportunity to fund the 
leasehold improvement costs at 44 Simcoe Street South using unspent 
infrastructure stimulus funding. 

P 	 November 8, 2010 - Updated quote for $37,535 of des~gn services provided 
by Abbott 

9 	November 9, 2010 - Purchase requis~tion for Abbott Drafting & Design 
prepared by Peter Paton, Project Manager in Facilities Management 
Services. 

9 	November 10, 2010 - Memorandum for consulting services prepared by 
Peter Paton for Abbott Drafting & Design for $37,535. 

9 	November 10, 2010 - OMAFRA staff confirm that the leasehold improvement 
costs are eligible for potential funding but that the City must provide a formal 
commitment to lease the property at 44 Simcoe Street South with its 
application. 

9 	November 11, 2010 - The Business Development Manager concluded the 
drafting of the offer to lease in consultation with the owner and with input from 
Legal Services to ensure that that the draft's terms and conditions were 
consistent with Council's September 7, 2010 direction. 

9 	November 11, 2010 - The Business Development Officer circulated the final 
draft to the Directors, MLELS, Facilities Management Services, Economic 
Development Services and to the Commissioner Corporate Services 
Department. 

9 	November 15, 2010 - Finance staff submitted an application for infrastructure 
stimulus funding to renovate and remodel 44 Simcoe Street South to 
accommodate the City's Municipal Law Enforcement staff. The application 
indicated that the total eligible project cost for 44 Simcoe Street South was 
$360K with proposed Federal ISF funding of $120K and Provincial funding of 
$120K. 

9 	November 15, 2010 - Offer to Lease 44 Simcoe Street South signed by the 
Commissioner of Development Services in compliance with Council's 
September 7, 2010 direction and the Delegation By-law. 

9 	November 15, 2010 - Purchase requisition for consulting/professional 
services from Abbott for $37,535 authorized by Commissioner Corporate 
Services Department and City Manager. 

9 	November 23, 2010 - Formal purchase order #I4152 issued to Abbott for 
$37,535. 



9 	December 21, 2010 - After reviewing detailed drawings for the leasehold 
improvements at 44 Simcoe Street South, IPM submitted a written cost 
estimate of $600K to the Director of Facilities Management Services. 

9 	January 10, 2011 -Staff advise Council in CM-11-02 that the City is seeking 
funding for a number of infrastructure projects including the Municipal Law 
Enforcement Services Office Renovations project which has total eligible 
costs of $360K. 

9 	January 19, 2011 - Finance staff learn that the City's application for 
infrastructure stimulus funding has been denied. 

9 	February 3, 2011- - Change order issued to Abbott for $3,650 for add~tional 
work to cover IT communications to be prepared by Durham Energy 
Specialists bringing the Purchase Order to $41,185. 

9 	March 4, 201 1 - The Commissioner Corporate Services asked the Director, 
Facilities Management Services to get a cost estimator to review the drawings 
and specifications in order to get a detailed cost estimate for the leasehold 
improvements at 44 Simcoe Street South. 

9 	On March 11, the Director of Facilities Management Services received 
CM2R's quote for $5,500 to generate a detailed cost estimate for the 
leasehold improvements at 44 Simcoe Street South. 

March 23, 201 1 - Cost estimate of $960K excluding contingency and the non- 
refundable portion of HST received by the Director of Facility Management 
Services from CM2R for the leasehold improvements at 44 Simcoe Street 
South. 

9 	March 24, 2011 - Cost estimate of $960K shared with Commissioner 
Corporate Services Department, City Solicitor, Director of MLELS, Facilities 
Management Services staff and Economic Development staff. 

9 	Late March 2011 - After being advised by the Commissioner of Corporate 
Services of the cost estimate for $960K, the City Manager concluded that the 
Offer to Lease 44 Simcoe Street South be terminated and that the Arts 
Resource Centre be considered as an alternate site. 

9 	March 31, 2011 - Fac~lities, Real Estate and Legal staff meet to discuss the 
status of the Offer to Lease and actions necessary to avoid incurring $960K 
renovation costs. 

9 	March 31, 2011 - City Solicitor issues a memo to the Commissioner 
Corporate Services Department and advises the City Manager as well as 
Development Services and Facilities Management Services staff that the 
Offer to Lease gives effect to Council direction, survives the execution of any 
formal lease, and is binding on the parties. 

9 	April 2011 - Facilities, Real Estate, Recreation and Finance staff begin to 
review the option of relocating MLE staff to the Arts Resource Centre. 



P June 29, 201 1 - Corporate Services and Community Services staff prepare 
Report FA-11-123 "Municipal Law Enforcement Office Relocation" for JKnt 
Finance and Administration and Community Services Committee. 

8 17 

P June 29,201 1- Finance staff prepared Report FA-11-174, "Municipai Law 
Enforcement Office Relocation" for the Finance and Administration 
Committee. 
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From: Bob Duignan File: Date of Meeting: 

City Manager 
A-2 130 July 11,201 1 

Rick Stockman, Commissioner ITreasurer 

Corporate Services Department 


Subject: 
Municipal Law Enforcement Office Relocation - Update 

PUBLIC MEETING 

1.0 	 PURPOSE 

The purpose of this report is to respond to the joint Finance and Administration and 
Community Services Committee's direction of July 6, 201T to effectively relocate 
Municipal Law Enforcement staff to 44 Simcoe Street South within the funding envelope 
provided by Council on September 10, 2010 in response to Report FA-11-174 
(Attachment 1). 

It is recommended to City Council: 

1. 	 That Report FA-I 1-174 dated June 29, 201 1, Municipal Law Enforcement OfFice 
Relocation be received and filed. 

2. 	 That Municipal Law Enforcement staff remain at 22 King Street West until the 
October 31,2011lease expiry. 

3. 	 That the requirements of the Purchasing By-law be waived and the Manager, 
Purchasing Services be authorized to issue a tender on an invitation only basis. 

4. 	 That staff work towards resolving the issues related to 44 Simcoe Street South 
and execute a final acceptable lease. 

5. 	 That staff review the detailed cost estimates for 44 Simcoe Street South to 
determine deletionsladjustments necessary to complete the project within the 
$300,000 approved funding envelope while providing functional work and 
customer service space for a consolidated Municipal Law Enforcement 
operation. 

6. 	 That should deletions/adjustments necessary to remain within the $300,000 cap 
not be sufficient to provide an acceptable and functional work and customer 
service space, that staff report back to Council. 
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7. 	 That Council affirm the Auditor General perform a complete and full review of the 
entire issue and bring it back at the earliest possible convenience. 

3.0 	 EXECUTIVE SUMMARY 

-	 Not applicable. 

4.0 	 INPUTFROM OTHER SOURCES 

4.1 	 General 

P 	Finance Services 

4.2 	 Auditor General 

P 	The Auditor General has no comments. 

-	 5.0 ANALYSIS 

9 	The joint Finance and Administration and Community Services Committee at its 
July 6, 2011 meeting received and filed Report FA-11-123 recommending 
relocation of the Municipal Law Enforcement staff to the Arts Resource Centre 
and, referred report FA-?1-174, 'Municipal Law Enforcement Office Relocation' 
to the July II,2021Council meeting with the following motion and directed staff 
report back. 

1. 	 That Municipal'Law Enforcement be relocated to the Mary Street Parkade 
and to the surplus space at City Wall at the first opportunity according to 
the current agreements that we have; 

2. 	 That staff continue to work towards resolving the issues related to 
44 Simcoe Street South; 

3. 	 That all work on the main floor of 44 Simcoe Street South be 
accommodated within the monies provided in the 2010 budget; and, 

4. 	 That the Auditor General perform a complete and full review of the entire 
issue and bring it back at the earliest possible convenience. 

9 	The motion is discussed as follows: 

I. That Municipal Law Enforcement relocate to the Mary Street Parkade and to 
the surplus space at City Hall. 

9 	The current lease for 22 King Street West continues until October 31, 201 1, 
and therefore there is no benefit to hanging locations prior to the end of the 
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lease. Additionally, there would be a significant cost associated with a move 
to another location which cannot be estimated due to the limited time to 
investigate. There would also be a disruption to the staff and public resulting 
from a move to an interim location. 

9 	Staying at the current location until occupancy of 44 Simcoe Street South can 
occurwould avoid this additional cost and disruption. 

9 	It is recommended that Municipal Law Enforcement remain at 22 King Street 
West until the Ocfober 31, 2011 or until the leasehold improvements to 
44 Simcoe Street South are completed. 

9 	Under normal circumstances leasehold improvements of this nature and 
value would be publically tendered and open for a period of no less than two 
(2) weeks. 

9 	By fast tracking this project, staff are hopeful that 44 Simcoe Street South 
can be ready for occupancy by October 31 and avoid the cost and disruption 
of moving twice. 

9 	Staff can expedite the process by inviting bidders that that have performed 
well on past City projects to ensure work is delivered in a timely and 
satisfactory manner. 

9 	It is recommended that Council waive the requirements of the Purchasing 
By-law and issue a competitive bid on an invitation-only basis to expedite the 
project. 

9 	Should 44 Simcoe Street South not be ready for occupancy by October 31, 
2011, it may be more cost effective and less disruptive to operations and 
customer service to negotiate a one or two month extension at 22 King Street 
West. 

2. 	 That staff continue to work towards resolving the issues related to 
44 Simcoe Street South. 

9 	Staff will work towards resolving the issues related to 44 Simcoe Street South 
and executing an acceptable lease. 

9 	It should be noted that staff requested that the landlord provide a rent holiday 
until the date of occupancy and that the lease agreement be extended for the 
period of the holiday. The landlord refused the request. 
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3. 	 That all work on the main floor of 44 Simcoe Street South be 
accommodated within the monies provided in the 2010 budget. 

9 	The approved project budget is $300,000; however, detailed cost estimates 
for 44 Simcoe Street South identtf'y a cost of approximately $450,000 per 
floor. 

9 	Staff will diligently adjust aspects of that plan to respect Council's established 
cap. If the adjustments cannot be  achieved without negatively impacting 
operational functionality and customer service, staff will report: back to 
Council on the results of the undertaking. 

> 	It is recommended that staff review the detailed cost estimates for 44 Simcoe 
Street South to defennine adjustmenis necessary to complete the project 
within fhe $300,000approved funding envelope while providing functional 
work and customer setvice space for a consolidated Municipal Law 
Enforcement operation. 

P 	 It is also recommended that, should this not be achievable, stat7 report back 
to Council. 

4. 	 That the Auditor General perform a complete and full review of the entire 
issue and bring it back at the earliest possible convenience, 

> 	Council needs to affirm this recommendation. 

6.0 	 FINANCIAL IMPLICATIONS 

> 	There are no financial implications arising from the recommendations of this report. 

7.0 	 RESPONSE TO THE COMMUNITY STRATEGIC PLAN 

9 	This report addresses the Community Strategic Plan objectives of taking action and 
ensuring accountability. 

Corporate Services Department 

Bob Duignan, 
City Manager 

Attach. 
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Garth Johns, Interim Commissioner 
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Subject: 
Municipal Law Enfofcemenf Office Relocafion 

PUBLIC MEETING 

1.0 PURPOSE 

The purpose of this report is to recommend to Council that Municipal Law Enforcement 

staff be consolidated into one facility and relocated to the Arts Resource Centre. This 

report should be read in conjunction with companion Report FA-If-174 which provides 

relevant legal considerations. 


2.0 RECOMMENDATION 

That the Joint Finance and Administration, and Community Services Committee 
recommend to City Council: 

I. That Municipal Law Enforcement be relocated from its current location at 22 King 

Street West to the Arts Resource Centre as outlined in Report FA-1 1-123 dated 

June 29,201 1 ; 


2. 	 That staff be authorized to relocate curremt Community Services programs offered at 
the Arts Resource Centre to other City-owned and operated recreation facilities; 

3. 	 That other programs at the Arts Resource Centre as detailed in this report no longer 
be offered by the City; 

4. 	 That an additional $100,000 in fundins be approved and added to the funds 
authorized in confidential Report FA-10-236 for'ienovations necessary at the Arts 
Resource Centre to meet the branch's operational needs; and 

5. 	 That the applicable office tenants and impacted rental organizations be advised that 
the Arts Resource Centre will be no longer be available to them as of September 1, 
2011. 
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3,O EXECUTIVE SUMMARY 

Staffs preferred location for Municipal Law Enforcement (MLE) staff is the Arks Resource 
Centre (ARC), 

There are many benefits for this proposed move: the ARC is adjacent to City Hail; the 
WAC system has recently been upgraded; alterations have been made to meet 
accessibility siandards; and the move is financially advantageous to the City. There wilt 
on the other hand be a loss of revenue (offset by reduced overhead costs); displacement 
of programming to different City facilities; the toss of soma programming that cannot be 
accommodated elsewhere; and several current rental tenants will be displaced. 

The Durham Shoestring Performers woufd be allowed continued accommodation until 
April 30, 2012. The ARC has been home to the Durham Shoestring Performers for the 
past 37 years. The organization pays $4,500 in rent per year. 

To facilitate this relocation, a further $100,000 is necessary to supplement the previously 
approved funding envelope of $300,000 required for renovation costs necessary to 
accommodate the consolidation of MLE staff at the ARC. This additional amount can be . 
funded without any tax levy impact by extending the repayment tern of the interfund note, 
already budgeted in 2011, from eight to ten years. 

4.0 INPUT FROM OTHER SOURCES 

4.1 General 

9 Municipal Law Enforcement 
P Legal Services 
9 Economic Devetopment Services 
P Recreation and culture Services 
> Facilities Management Services 

4.2 Auditor General 

P 	The Auditor General has reviewed this report and his comments are shawn in 
Atfachment 1. 
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9 	On September 2, 2010, the confidential Report FA-10-236 (attached to companion 
Report FA-11-174), was presented to the Finance and Administration Committee. The 
report detailed the reasons for consolidating all MLE staff into one facility. Council 
approved this recommendation on September 7, 2010 and staff continues to proceed 
to implement Council's direction. 

> The ARC is prineipally a prime-time facility delivering arts and culture programs on 
weekday evenings between 4:90 pm and 9:00 pm and on the weekends. Weekday 
use has also included corporate and City staff meetings. 

9 	The use of the ARC is not attracfive to recreation, arts and culture clients due to 
parking restrictions and paid parking resulting in an underuse of the facility during 
weekdays. 

9 	Community Services has recently confirmed they are able to relocate a significant 
component of their programming from the ARC to other recreation centres effecfive 
September 1,2011 to accommodate the use of ARC by MLE. 

9 	The ARC has been recently upgraded with a new HVAC system, meets accessibility 
standards and is wired for fibre opZics necessary to connect to City Hall. 

5.2 Rental Dispiacements and Programming impact 

> Eighty percent of the programs offered at the ARC can be relocated to other City 
facilities. 

9 	Those programs not able to be transferred will result in a loss of revenue. 

9 	The following programs and groups would be affected by this proposed relocation: 

= 	 Programming has already been scheduled for the Durham Shoestring Performers 
for the 2011t2012 year and tickets have been and continue to be sold. As an 
interim measure, the Durham Shoestring Performers, who pay rent of $4,500 per 
year, could continue to operate at the ARC until April 30, 2012 as there is no other 
City-owned facility with a theatre for live performances and workshop necessary for 
the preparation of stage sets. 

There is no acceptable alternafive City space available for the Oshawa Folk Arts 
Council. However, it may be possible for the Folk Arts Council to develop a 
collaborative partnership with the BIA as its event occurs in the downtown. 

There is no acceptable alternative City space available for the Block Parents 
Association. The association wilLbe asked to find alternative office space. 
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I I --	 TL- Pottery Program cannot be relocated to another City community centre due to 
the requirement for dedicated space to accommodate the kilns in a room with fire 
retardant walls, program space for pottery wheels, worktables and storage. 

Birthday Parties, which are reliant upon fhe Pottely Program, will not continue 

= 	 Church Rentals for Sunday and Monday meetings cannot be relocated to another 
City facility as there is no facility large enough. 

There are approximately 60 meetings held annually at the ARC (totaling over 300 
hours) involving community groups, corporate meefings and training. It is expected 
that most of these meetings cannot be accommodated in other City facilities. 

9 	The required renovations can only accommodate the Durham Shoestring Performers in 
the short-term. After April 30,2012, only MLE staff will have access to the ARC. 

9 	In summary, the relocation of MLE staff to the ARC will result in the loss of 
approximately 20% of the facility's arts programs and annual revenue of approximately 
$49,000. Due to the need for dedicated and exclusive space at the ARC, overhead 
costs would be reduced for Recreation and Culture Services of $55,500 per year. 

5.3 Annual Budget Savings 

9 	The ARC has annual operating costs of $17,400 for utilities and $38,100 for 
maintenance and repairs for a total of $55,500. These costs would be assumed by 
Municipal Law Enforcement and Licensing Services (MLELS) which woufd reduce the 
overhead burden on Recreation and Culture Services' total program costs. 

9 	It is anticipated that Recreation and Culture Sewices will lase $26,Q00 in rental income 
and $23,000 in program revenue, however, it will no longer be responsible for 
operating overhead costs of $55,590. 

9 	The annual rent including utilities at MLE's current location, 22 King Street West, is 
approximately $130,000. The relocation af NILE staff to the ARC means that no rent 
would be payable at the City-owned facility. Instead, MLELS would assume the annual 
overhead operating costs of the ARC of $55,500, thus saving approximatefy $75,000 
per year. 

P 	The rent savings would be partially offset by the need to provide an additional 
$100,000 in funding for required renovation costs at the ARC. Council previously 
approved $300,000 in funding for renovation costs for the relocation of MLE on 
September 7, 2010. tn the interim, $45,000 was expended on improvement drawings 
and specifications for another potential site, thereby leaving $250,000. 
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9 	The funds approved for renovation costs by Council on September 7, 2010 are being 
iunded through an interfund noie QFN) and can be retired by annual payments of 
$40,000 over a period of eight years, which is currently included in the annual budget. 

9 	The repayment of the additional $100,000 can be made by extending the terms o i  the 
ptanned [FN another two years. 

9 	Annual budget savings through a move of MLEstaff to the ARC are still expected. 

5.4 Conclusion 

9 	The ARC was the preferred site for the relocation of MLE staff in 2009; however, it was 
unavaitable at the time of staffs evaluation of potential locations for the relocation of 
MLE sfaff. 

9 	Designation of the ARC for a different City use with an effective date of September 1, 
2011 will require effort to move programs and tenants. However, it provides the best 
location for MLE staff. 

> A majority of the arts programs can be relocated to other City recreation facilities with 
the exception of the pottery programs which would be discontinued. 

9 	The repurposing of the ARC will not impact the Durham Shoestring Performers at this 
time. 

6.0 FINANCIAL IMPLICATIONS 

9 	Additional capital financing of $100,000 is required to fund the required renovations at 
the ARC, and can be repaid within current budget allocations by extending the 
repayment term from eight years to ten years. 

F 	Net savings of approximately $75,000 per year can be realized by relocating MLE staff 
from 22 King Street West to the ARC, offset by the one-time cost to increase the 
renovation funding envelope. 
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7.0 RESPONSE TO THE COMMUNITY STRATEGIC PLAN 

> This report meets the objective of a caring and responsible community by ensuring 

accountability. 


Rick Stockman, Commissioner 

Corporate Sewices Department 


lity @%vicesDepartment 

Attachment 
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Auditor General'sOffice 

To: Members of the Joinf Finance and Administration and 
Community Services Committee 

From: Ron Foster 
Auditor General 

I have read report FA-I 1-123 "Muniipal Law Enforcement Office Relocation" and have 
discussed the report staff. I support the recommendations of staff but have noted that the with 
actual amount required to renovate the Arts Resource Centre may be higher than reported as 
a detailed cost estimate is not available at this time. 

Ron Foster 
Auditor General 




