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EXECUTIVE SUMMARY

In September 2012, a report entitled The Future of Toronto Zoo Governance' recommended that the
Toronto Zoo implement a new structure of governance. The concept of a new governance has been
discussed with the City of Toronto and, as part of the due diligence process, additional research,
investigation, and analysis are required to support a decision to move forward with this new vision for
Toronto's Zoo. This report provides the additional research and analysis.

The transfer of the Zoo to an independent non-profit entity (200Co”) will help to achieve a number of
objectives:

e Capitalize on global trends for zoos to shift to a broader conservation and education mandate, using
an entrepreneurial approach to create an exceptional visitor experience. ZooCo will accelerate
transformation to a —iving Campus” zoo, focusing on education, learning and environmental
sustainability, with strong links to surrounding Rouge Urban National Park, and partnerships with
educational institutions (e.g. UofT Scarborough, U of Guelph, etc.);

e  Strengthen community and private financial support from individuals, corporations and foundations
for the Zoo which would be otherwise difficult to achieve within a municipal operating context; and

e Create arms’ length independence from the City to enable a ‘business oriented” context of flexible,
entrepreneurial, customer-centric service delivery excellence, and de-politicize facility management
and animal care decisions.

Based on review of market opportunities, successful fundraising, and a boost in visitation triggered by the
recently arrived pandas, the Business Plan for ZooCo anticipates that over time ZooCo will be able to
eliminate (i.e. reduce to zero) the need for an ongoing operating appropriation from the City.

e  Currently the City provides approximately $11 million in annual appropriations to support ongoing
operations, plus an annual capital budget contribution of approximately $6 million to maintain
facilities in a state of good repair.

e Areview of financial projections indicates that ZooCo financial self-sufficiency is possible. Achieving
financial self-sufficiency (and thus eliminating the need for ongoing City appropriation) will depend on
ZooCo being able to achieve four critical objectives:

a. Successfully re-inventing the Zoo as a -Hiving Campus” which will help the organization to
capture new market and revenue opportunities;

b. Leveraging success and a more independent governance model to attract increased private
sector development revenues (sponsorships and donations);

c. Using exhibits (Panda) and guest experiences to attract more visitors, and mark a symbolic
milestone on the Zoo's journey towards a new and improved vision for the Zoo; and

d. Proactively managing costs.

Under a -Base Case” forecast of declining annual City appropriations, total savings to the City over a ten
year time period would be $41.8 million. After 2023, the City would save an additional $11.1 annually by
no longer having to provide ongoing appropriations to support ongoing operations of the Zoo.

Greater independence from the City will enable ZooCo to establish a -business oriented” context of
flexible, entrepreneurial, customer-centric service delivery excellence, but there is also a need to ensure
that the City retains a necessary degree of oversight, particularly while the City provides ongoing (but
declining) appropriations to support the road towards self-sufficiency. Strong City oversight will be
supported by the following:

! Mansfield Communications Inc. and Schultz and Williams, The Future of Toronto Zoo
Governance, September 5, 2012



1. City Representation on ZooCo Board — The City will have —ay for pay” in the form of Board
representation during the transition period while the City continues to provide ongoing financial
support to ZooCo. A strong ZooCo Board structure is proposed that will support -business-oriented”
independence, effective management practices, community representation, proactive fundraising,
achievement of social objectives, and effective Board-Staff working relationships.

2. Atri-partite “Ground Lease” between the City, TRCA and ZooCo — the City and TRCA will
continue to own the underlying asset, but effective control over the facility (buildings and lands) will
be transferred to ZooCo to operate the zoo.

o ZooCo will maintain the facility, support accreditations, and preserve the natural landscape with
professional management and customer service excellence.

o An updated Facility Master Plan will be approved by the City. Any major new facilities not in the
Facility Master Plan require City approval.

o The City will continue to allocate $6 million per year (inflation-adjusted) from its capital works
budget to ZooCo to cover the cost of State of Good Repair and Service Improvements to City-
owned buildings and property over the term of the agreement.

3. A “Management Agreement” between the City and ZooCo to define the ZooCo mandate, govern
financial, operating and outcome expectations, transfer ownership of the collections, and confirm
funding commitments. The Management Agreement would also allow the City to cancel or change
the Management Agreement in the face of dramatic or unforeseen negative events;

4. Capped-Reserve Fund — To the extent that ZooCo generates surplus revenues, these would be
accumulated in a reserve fund that will be used to withstand cyclical shifts in visitation, weather
variations, and economic down-turns. This will support self-sufficiency, and re-investment of
surpluses to support the long term viability of ZooCo. Strict reserve fund management policies would
be respected, and the reserve would be —apped” at $20 million, to avoid the City providing operating
appropriations if they are not needed.

5. Fully transparent system of policies, guidelines, structures, operational procedures and
strategies that will ensure that ZooCo is fully accountable and responsive to the needs of its
partners and constituents within the GTA and beyond.

As with any projection, financial self-sufficiency is not -guaranteed” and in fact most zoos in North
America rely on some form of public sector support to remain viable. In Toronto, there is a unique
opportunity for ZooCo to do something that most other North American zoos have not — but this is not a
guaranteed outcome. Faced with this uncertainty it is recommended that the City and ZooCo revisit the
terms of the Management Agreement and Ground Lease in year 6 or 7 (after the pandas leave) to assess
the progress that has been made towards financial self-sufficiency.

This process will allow all parties to re-set the business and financial terms of an ongoing ZooCo-City
partnership based on demonstrated progress that has been made to re-frame the Zoo as a -Living
Campus”, to attract private sector funding and to achieve self-sufficiency.

This will also create strong incentives for parties to collaborate to achieve the new vision for ZooCo.

e ZooCo will be highly incented to rapidly establish its new business-oriented, independent
operations, including an accelerated shift to become a Living Campus, and to maximize private
sector partnership and investment; and

o The City‘s investment in the Zoo during the initial years of the new shift in governance will allow
the Board to build its -ease for support” and demonstrate to individuals and business leaders that
the City has positioned the ZooCo for success and growth.

During the implementation of the new governance structure and thereafter, the Zoo must remain open,
and continue to engage in conservation, species preservation and ongoing education activities. Staff must
remain motivated and engaged, with appropriate attention and focus on the transition to ZooCo.
Accordingly this report includes a range of change management and transition governance tools to
ensure a smooth transition to the new governance model, with minimal impact on current operations.



INTRODUCTION

The Toronto Zoo opened August 15, 1974 in the Rouge Valley. It is currently home to more than 5,000
animals with approximately 300 exhibits in a 284 hectare (710 acre) natural setting. The Zoo has 10
kilometers (six miles) of walking trails and employs 268 permanent full-time staff, 330 part-time or
seasonal staff and approximately 400 volunteers. The Zoo is an operating enterprise of the City of
Toronto, receiving approximately 20% of its $53.3 million 2013 annual operating costs via an annual
operating appropriation from the City, plus a $6 million annual capital allocation to maintain and enhance
the Zoo facility. The Zoo is currently one of Toronto's top visitor attractions with attendance approximating
1.3 million visitors annually. In addition to its role as a visitor attraction, the Zoo also pursues a broader
global mandate regarding conservation, species preservation and education.

Since 1974 the role of Zoos internationally has changed in response to visitor demographics, expanded
environmental and educational mandates, and increasing fiscal pressures. To address these changes,
while meeting the mandate of the Toronto Zoo, its funding requirements, and expectations of the
community, there is an opportunity for a fundamental change to the Zoo's governance structure.

e Best practices in North America have shown that Zoos function optimally when they are managed
and governed independently with limited partnerships with various levels of government;

e In September 2012, a report entitled The Future of Toronto Zoo Governance recommended that
the Toronto Zoo implement a new structure of governance:

o The structure called for a greater level of independence from the City, including an
independent Board of Directors and a new not-for profit entity (referred to in this report as
-£00C0”) who will develop the plans and partnerships needed to maintain and enhance
the Zoo's position as a world class conservation, education and tourism destination;

o This new structure is designed to enable a newly formed -ZooCo” to evolve to meet
changing visitor expectations and a broadened mandate, while partnering with the private
sector to reduce dependence on City of Toronto appropriations;

o Ultimately, ZooCo will become a -Hving Campus Zoo” — an important part of the Rouge
National Urban Park (RNUP) — the world's largest urban green space that will grow to
become a distinctive and valued community asset.

At its September 5, 2012 meeting, the Board of the Zoo made the following decision regarding the
development of a new governance model:

“The Board: Requested the City Manager, in consultation with the Chief Executive Officer, Toronto Zoo and
the City Solicitor, to make recommendations to the Executive Committee and City Council on a new
governance model for the Toronto Zoo, with the request that the report entitled The Future of Toronto Zoo
Governance provide a framework for the requested report”.

At its October 2, 2012 meeting City Council adopted the following motion:

“City Council direct the City Manager, in conjunction with members of the Toronto Zoo Board of
Management and including circulating the proposal to all Zoo membership holders for comment, to fully
explore and consider the recommendations within the report, headed "The Future of Toronto Zoo
Governance" being cognizant of the City's financial position and Council direction from the Core Service
Review and report to the Executive Committee meeting in January, 2013.”

The concept of a new governance structure has been discussed with the City of Toronto and as part of
the due diligence process, additional research, analysis and investigations are being completed to
support a decision to move forward with this new vision for Toronto‘s Zoo.

This report provides additional research and analysis that is required to support a decision to approve the
new governance structure. Specifically, the analysis addresses a number of questions including:



What is the detailed governance structure that will support greater independence of ZooCo, while
at the same time ensuring appropriate oversight to ensure transparency, value for money and
achievement of public interest outcomes?

What is the business model of the proposed governance structure, and how realistic is it that
ZooCo will be able to reduce its dependence on ongoing operating appropriations from the City?
What are the key business terms that should form the basis of management and ground lease
agreements between the new ZooCo and the City?

How should implementation and transition be managed?

What are the primary risks and how should these be managed?

This report is based on a review of the many background reports that have been completed as part of the
Zoo's initial governance investigations, as well as an analysis of best practices and leading edge
governance models for zoo operations in other jurisdictions. The results are organized as follows:

Current Status of the Toronto Zoo

Overview of the New Governance Model

Business Plan and Prospects for Self Sufficiency
Detailed ZooCo Governance Structure

City-ZooCo Management Agreement

Ground Lease and Management of Capital Assets
Implementation

Appendix A: Current Committee Terms of Reference
Appendix B: Board Committee Roles and Responsibilities
Appendix C: Draft Transition Project Plan



CURRENT STATUS OF THE TORONTO 200

Currently the Zoo is a Local Board of the City of Toronto, mandated to deliver a number of animal
exhibitry, wildlife preservation, environmental and conservation education outcomes. As illustrated in the
following excerpt from the City 2012 Operating Budget Analyst Notes, the Zoo has a wide range of
programs and services to deliver its mandate.

Toronto Zoo
The Toronfo Zoo will be a dynamic and exciting action centre that inspires people fo bve, respect and protect wildlife
and wikl spaces.

. Zoo Special Z00 . ; Zoo Fundraising Zoo !
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personal delivering a effective and througfr thre cost teaching strategies areas; Annual  including the stewarding
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sustaitrable maintenatice, animal general publc al exhibits of stratogic
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In recent years the Zoo has attracted attendance averaging 1,300,000 annually, as well as a consistently
high level of visitor satisfaction through:

Addition of exciting new animals and immersion displays;

Highly interactive / experiential short-term exhibits;

Comprehensive special event plans;

Addition of new Winter based activities to stimulate attendance in the non-peak season;
Use of social media / database development in efforts to strategically build awareness,
attendance and customer loyalty;

Customer service excellence, way finding, maintenance of the grounds and facilities; and
o Growth of membership base, donor base, and school visits to build affinity and enhance
community support.

The economic spending climate in the cultural attractions market has been one of caution over the past
few years, triggered by the recession, higher Canadian exchange rate, increased restrictions on cross-
border travel, heightened competition from commercial attractions, on-line entertainment and an increase
in —thatre quality” home based entertainment. Despite these challenging market trends the Zoo has
continued to maintain its attendance level in the 1.3 million range, with final visitation counts for 2012
coming in at 1.287 million, a 3.7% increase over the previous year.

Toronto Zoo Total Attendance
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In 2012 an increase in attendance from the previous year was largely due to new animal exhibits and
good weather (such as the penguin chicks, Hudson the polar bear, and white lions). Increasing
attendance is also a testament to the role the Toronto Zoo plays as an important centre for conservation,
education and tourism. In 2012 the federal government announced RNUP will become Canada'’s first
national urban park. The park is situated within an hour‘s drive of millions of people and is also accessible
by public transit. By virtue of its location, Toronto Zoo stands to become an important feature of the
Rouge — a natural destination to visit while camping, hiking or sightseeing in the park.

Another reason for the Zoo's ability to maintain and increase its visitation levels is the consistently high
rates of visitor satisfaction, as indicated by responses to the Zoo‘s 2012 visitor satisfaction survey.



Question

Results

Overall, how satisfied are you with your visit

today?

98.7% (98.8% in 2011) of respondents rated the

Zoo as offering *good to excellent* value, receiving
an average rating of 4.47 out of 5.

Would you recommend the Zoo to a friend?

96.6% of respondents indicated that they would

*likely/strongly*recommend the Zoo to a friend with
an average rating of 4.66 out of 5.

Of the Zoo's 1.3 million baseline visitors, approximately 60% of this total (780,000 visitors) are general
admission visitors with the remaining visitors comprised of member visits, children under 4 and special
passes (partnership obligations) visits. Membership, which averages over 30,000 households, represents
approximately 25% of the total baseline visits. Members on average visit the Zoo 2.5 times a year.

Operating Budget

The City Council approved 2013 Operating Budget for Toronto Zoo is $53.6 million gross and $11.1
million net, comprised of the following services:

2012 Council Approved Budget

2013 Council Approved

Services: Budget

Gross Net Gross Net

($000s) ($000s) ($000s ($000s)
Conservation, Education & Wildlife 11,864.1 9,943.8 12,967.6 11,038.3
Marketing & Communications 7,849.5 1,315.9 9,405.9 1,777.0
Operations & Administration 17,004.4 12,520.0 19,051.3 14,167.5
Management and Development 8,809.5 6,336.0 12,004.2 9,530.6
Animal & Endangered Species 136.0 136.0 0.0
Revenue & Recoveries (19,005.0) 0.0 (25,402.7)
Total Program Budget 45,663.5 11,110.7 53,565.3 11,110.7

The Toronto Zoo's net operating budget for 2013 is within the zero percent growth guidelines established
by the City versus the 2012 net operating budget.

The significant visitor interest in the Zoo anticipated by the Panda exhibit also significantly changes the
Zoo's gross operating costs and revenues in 2013. The 2013 operating budget reflects an attendance
level of 1,600,000, an increase of over 300,000 visitors versus 2012, in consideration of the anticipated
impact of the new Panda exhibit opened in May 2013. As such, the Council approved budget for 2013
reflected revenue changes for admissions, parking, memberships, retail, rides, and food services related
to the anticipated attendance levels together with any changes related to approved user fee increases,
resulting in an estimated increase of 34% in Revenues and Recoveries.

Salaries and benefits are the largest expenditure category and account for 58% of the total expenditures,
followed by Services and Rents at 23%, Materials and Supplies at 14%, equipment at 1.4%, and Cost of
Goods Sold at 3.1%. Additional costs due to the Pandas are also factored into the 2013 budget and the
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Zoo completed a detailed review of expenditures while attempting to mitigate the impact of reductions on
activities necessary for maintaining adequate Zoo operations.

The Toronto Zoo has some flexibility to offset increases in expenditures by increasing revenues through
admission price increases, and new sources of revenues such as food and retail points of sale, new rides
and special attractions. By offsetting increased expenditures with increased revenues the Zoo has
consistently reduced the net expenditures (i.e. the annual City appropriation required to cover the Zoo's
operations) over the past 30 years. The Zoo's increase in the share of operating costs that are paid for by
an own-source or self-generated revenues has resulted in a steady decline in the City‘s share of annual
operating costs since 1975. Continuously improving self-generated revenues and cost containment has
allowed the Zoo to fund close to 80% of its operations via self-generated revenues.

City of Toronto Support — Trend Analysis

City of Toronto Support

% of Total Toronto Zoo Expenditures
< Long Term Trend >< Recent Performance >

25.1

24.8 24.3

20.7

City I CityI City

1975 1980  *1985 1990 1995 2000 2005 2010 2011 2012 **2013

*1985 Year of the Panda Year *%2013 Submitted Budget Including Panda

Capital Budget and Facility Plan

The 10-Year Recommended Capital Plan is driven by the Zoo's Strategic Plan, its Capital Master Plan
and a number of studies, including the North Zoo Site Redevelopment Study and the Animal Health
Facilities Study. The 10-Year Recommended Capital Plan includes capital improvement projects required
for the Zoo to:

e Continue to offer stimulating and enhanced visitor experiences;
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e Maintain a state of good repair; and
e Maintain accreditation status.

The 2014-2023 Recommended Capital Plan totals $60 million over 10 years (approximately $6 million
annually).

TORONTO ZOO
CAPITAL WORKS PROGRAM 2014-2023
($000's)
Total
Project Title Carryforward 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023 2014-2023
(to be placed in priority order) from 2013 Gross Gross Gross Gross Gross Gross Gross Gross Gross Gross Gross
Debt Supported Projects

Giraffe House Transition 500
New Hoofstock House / Exhibit (Old Giraffe site) 500 500 500
Wildlife Health Centre 4,150 4,750 4,100 2,500 15,500
Orangutan Il Indoor Exhibits 3,400 2,000 5,400
Gorilla Il: Outdoor Display 1,500 1,429 2,929
Breeding / Holding Facility 1,500 1,714 3,214
Hippo House & Exhibit Refurbishment 1,886 3,805 2,500 8,191
Building & Services Refurbishment 500 540 1,250 1,900 1,500 1,500 1,721 1,200 1,095 1,900 13,106
Exhibit Refurbishment 300 300 250 575 400 400 500 450 400 600 4,175
Information Systems 250 150 150 450 300 200 350 300 300 400 2,850
Grounds and Visitor Improvements 300 260 250 575 400 400 500 450 400 600 4,135
Total - Internally Funded Projects 1,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000 6,000| 60,000

Externally Funded Projects

Front Entrance & Food Services 3,000 3,000 6,000
Orangutan Ill Outdoor Exhibit 1,400 1,780 3,180
Canadian Wilderness 3,774 9,454 11,322 24,550
North Zoo Site - Tropical Americas 4,257 3,998 8,255
Educational Development 1,454 10,175 10,328 21,957
Rouge Valley Interpretive Centre 2,664 2,664
Ride & Revenue Development 2,754 2,754
Total - Externally Funded Projects 4,400 4,780 3,774 9,454| 11,322 4,257 5452 10,175 10,328 5,418 69,360
TOTAL Internally & Externally Funded Projects 1,000 10,400 10,780 9,774| 15,454 17,322 10,257 11,452 16,175| 16,328 11,418| 129,360

The 10-Year Recommended Capital Plan dedicates approximately half of capital funding to State of Good
Repair (SOGR) projects to address the renewal need of aging and deteriorating infrastructure, and half
for Service Improvement projects including the Wildlife Health Centre and completion of the Eurasia
project.

In addition, the Plan includes seven additional -Externally Funded Projects” totaling $69.36 million to
address many significant SOGR issues for the Toronto Zoo. These projects represent key requirements
for the sustainability of the Zoo. It is expected that the Zoo will raise funds for these projects via significant
fundraising campaigns.

In total, the 10 Year Capital Plan calls for $129.36 million ($60 million City-funded plus $69.36 million self
generated) to be invested to maintain, improve and enhance the value of the site, facilities, services and
visitor experience.

2013 marks the arrival of the Pandas who will stay at the Zoo for the next five years. They are the first
giant pandas to visit the country in 24 years, and experience from zoos elsewhere in the world confirms
that pandas have a unique ability to significantly influence visitation. The Pandas arrived in Toronto on
March 25, 2013 with a welcoming committee that included the Prime Minister, the Mayor and other
dignitaries. According to the Toronto Star:
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“The two giant pandas due to arrive at the Toronto Zoo have turned this city upside down with excitement. Giant pandas are a
rare species, and they’re cute and adorable, so who can blame Toronto for going ga-ga for pandas? But there’s much more
than looks when it comes to appreciating their arrival. Here then are five reasons why this city should be excited about them.

. Okay, let’s start with the fact they’re undeniably cute and adorable.

. They are a great boost for the Toronto Zoo in terms of both anticipated attendance and public relations because of
the international attention the pandas will get.

e Having them come from China can act as a springboard to boost Sino-Canadian relations.

. Giant pandas are a rare species, and this gives visitors to the Toronto Zoo an opportunity to learn more about
conservation efforts to save the species

. Children will come to the zoo in droves to see the pandas. This will afford parents a chance to introduce their kids to
other zoo wildlife, broadening their education of wildlife across many species.” March 25" 2013

Over the past ten months, the Toronto Zoo has been collaborating with the Calgary Zoo, the Canadian
government and Chinese authorities/institutions to bring giant pandas to Canada for a cooperative
conservation, scientific research and education program.

e Zoo staff have developed a plan for the Toronto Zoo‘s giant panda exhibit to be situated as part of
the Eurasia re-development plan. New Giant Panda exhibit design standards and new insights
gained from visits to giant panda facilities, result in an estimated total cost of the exhibit and
associated amenities to be approximately $3 million. In addition, as part of the annual cost to the
Toronto Zoo will contribute over the 5 years to the Panda Conservation Fund for panda research
and protection in China. This represents a significant reduction in cost from the original giant
panda proposal that was in excess of $16 million for a longer exhibit of pandas at the Toronto Zoo
alone;

e The design, build, and finance of the giant panda project did not require any additional new City
funding. As well, a shorter construction timeline was achieved to meet the timing of the giant
pandas arrival from China. The Toronto Zoo has secured other private and public sector partners
to provide some of the capital required to construct the Panda exhibit, interpretive centre and
amenities.

Further buzz” about the Pandas is contained in a Globe and Mail article covering the Panda arrival:

“The arrival of the pandas comes at a critical time for the city-owned facility, which is looking to increase attendance and
private donations and become less reliant on municipal funding.... The pandas are expected to attract an extra 300,000
visitors this year to the zoo’s sprawling grounds on the northeastern edge of Toronto. Zoo officials are hoping that once
they get inside the gate and see what else is on offer, they will become regular visitors” March 25, 2013

Clearly there is great expectation that the Panda exhibit will be a significant opportunity for the Zoo to
attract more visitors, but more importantly it marks a symbolic milestone on the Zoo's journey towards a
new and improved vision for the Zoo to become a Living Campus Zoo.

Although 2013 full year attendance figures are not yet known, year to date visitation statistics suggest that
the Pandas have triggered a significant boost in visits and revenues. Between May 17 - Aug 14 of this
year (ie since the panda opening), visitation has increased by close to 40% over the same time period

last year (803,341 visits in 2013 compared to 582,160 in 2012, an increase of 221,181).
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OVERVIEW OF THE NEW GOVERNANCE MODEL

A September 5, 2012 report —Fhe Future of Toronto Zoo Governance” recommended that the Toronto Zoo
adopt a new structure of governance. The structure called for a greater level of independence from the
City, including an independent Board of Directors created under a new zoological entity that would
develop the plans and partnerships needed to maintain and enhance the Zoo's position as a world class
conservation, education and tourism destination. This new structure is designed to enable a newly formed
-~Z£00Co” to meet changing visitor expectations and a broadened mandate, and use partnerships with the
private sector to reduce the City's requirement to provide ongoing appropriations.

Ultimately, the vision is for ZooCo to become:

e A destination of choice for both residents
and tourists to experience wildlife and its
wild places;

e A -Living Campus Zoo” — an important part
of the Rouge National Urban Park — the
world‘s largest urban green space,
becoming a distinctive and valued
community asset;

o A global leader that integrates conservation
and preservation with scientific research -
acting as a centre of excellence in
education;

¢ A flagship institution in Canada for the
preservation and protection of exotic and
endangered species, and the conservation
of their habitats around the world;

e A place to connect more Canadians to
nature and create inspirational guest
experiences;

¢ A showcase of best Canadian interactive
wildlife exhibits and programs in the world;

e An organization that is both fiscally and
environmentally sustainable; and

o Self-sufficient — eventually eliminating the
City of Toronto‘s operating appropriation to
the Zoo.

The proposed shift in governance is consistent with trends globally for zoos to transition from publicly
owned and managed to publicly-owned but independently managed operations. In most cases, these
shifts are driven by the need to change or expand the base of financial support for the Zoo, and/or to
allow the Zoo to make changes to adapt to the market more quickly.

The Governance Report identified a number of -success factors” that must be in place:

e Leadership: from the City and the community partners with the Board of ZooCo being drawn
from business and community leaders and key stakeholders of the GTA;

e Willingness: to get the deal done in the best interest of all parties; position the shift in
governance from a point of -success, not failure”;

e Financial Support and Commitment from the City: the City needs to be positioned as -the
major donor” — at least in the short-term, until the private sector donors and contributors embrace
the plan. The City needs to offer -stability” in the funding model, at least in the early years of the
transition;
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e Creativity: must be used within the creation of the key financial and operational considerations
within the agreement between the City and the ZooCo Board (the new governing entity);
e A Plan of Action: a realistic, achievable and sustainable ten-year roadmap”.

The successful transfer to a new governance model will help the City and the Zoo to achieve a number of
general objectives including the following:

o Solidify and/or reduce the City‘s financial investment (contribution) by allowing the Zoo to
maximize its own-source revenue generation to encourage self sufficiency and a long term
sustainable financial model;

e Create arms’ length independence from the City to enable a -business oriented” context of
flexible, entrepreneurial, customer-centric service delivery excellence;

e Strengthen private financial support from individuals, corporations and foundations for the Zoo
which would be otherwise difficult to achieve within a municipal operating context;

o De-politicize operating decisions to support Zoo management and animal care -best practices”;

e Build positive reserve fund balances to successfully manage shifts in visitation, weather and
economic down-turns — ensuring that what is earned at the Zoo is invested in the Zoo;

e Build strong partnerships with private and public sector partners;

e Capitalize on global trends for zoos to shift to a broader conservation and education mandate,
using an entrepreneurial approach to create an exceptional visitor experience;

e Establish a fully transparent system of policies, guidelines, structures, operational procedures and
strategies that will enable ZooCo to be fully accountable and responsive to the needs of the
constituents within the GTA and beyond;

e Support maintenance and re-establishment of accreditations;

o Optimize the tax structure to encourage donations and fundraising; and

e Preserve good working relationships with other organizations operating in the surrounding area
and/or that provide ongoing support (e.g. Rouge Park, Federal).

As noted in the “Future of Toronto Zoo Governance” report, the transition of zoos from publicly owned
and managed to publicly owned and privately managed has been the trend in cities throughout North
America. In most cases, the shift was driven by the need to change or expand the base of financial
support for the zoo, and/or to allow the zoos to make changes to adapt to the market more quickly than is
typically possible in a municipal-decision making environment. Greater independence from the City will
enable the ZooCo to establish a —busess oriented” context of flexible, entrepreneurial, customer-centric
service delivery excellence, but there is also a need to ensure that the City retains a certain degree of
oversight.

Ideally, a preferred governance structure will provide ZooCo with required independence while at the
same time ensuring City oversight to:

Achieve broad policy outcomes;

Ensure value for public money;

Assure transparent and well run operations; and
Maintain and enhance the asset.

Lessons from other jurisdictions also suggest that the term, -Good Governance” often means more than
simply Board effectiveness. Ideally there needs to be a strong and harmonious relationship between the
following three components:
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» Accountability structure
* Policy direction
» Communication

Viable Business Model
* Clear mandate
* Adequate authority
* Viable funding model

» Structure, Role & Strategy

* Level of Engagement

+ Chair/CEQO relationship
* Board dynamics

The proposed governance model presented in this report addresses all three of these dimensions, briefly
summarized below, and followed by more detailed analysis in the following chapters.

e Viable Business Model — Currently the City provides approximately $11 million in annual
appropriations to support ongoing operations, plus an annual capital budget contribution of
approximately $6 million to maintain facilities in a state of good repair. Based on review of market
opportunities, successful fundraising, and a boost in visitation triggered by the recently arrived
pandas, the Business Plan for ZooCo anticipates that over time ZooCo will be able to eliminate
the need for an ongoing operating appropriation from the City.

o Effective Board Structure — A ZooCo Board structure is proposed that will support -business-
oriented” independence, effective management practices, community representation, proactive
fundraising, achievement of social objectives, and clearly defined Board-Staff working
relationships. Also, the City will have —ay for pay” in the form of Board representation during the
transition period while the City continues to provide ongoing (but declining) financial support to
ZooCo.

o City-ZooCo Relationship — Today nearly three quarters of accredited zoos in North America are
privately managed, often by a not-for-profit enterprise. Ownership and continued financial
support is provided by the public sector. In most cases these public-private operating models are
implemented via a number of management and ground lease agreements which transfer effective
control to the zoo, while at the same time including provisions to protect the public interest. In the
case of ZooCo, there are three recommended tools by which the City/ZooCo relationship will be
governed:

1. A -Management Agreement” between the City and ZooCo governing the terms by which the
City sets out financial and outcome expectations, transfers ownership of the collections, and
confirms funding commitments and mandate for the ZooCo;

2. Atri-partite -Ground Lease” between the City, TRCA and ZooCo to transfer effective control
of the physical asset (lands and buildings) to ZooCo so that ZooCo can operate the Zoo;

3. Board representation to ensure ongoing connection and linkage with the City (the extent of
Board representation will depend on the financial relationship between the City and ZooCo).

The following chapters analyze each of these three dimensions in more detail.
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BUSINESS MODEL & PROSPECTS FOR SELF-SUFFICIENCY

Projected Operating Costs

At the current time, relatively few other formerly public zoos in North America have completely eliminated
the need for some sort of ongoing financial support from their municipal owner. In order for the Toronto
Zoo to test the prospects for achieving financial self-sufficiency a detailed Business Plan has been
prepared by the firm of Schultz & Williams — a recognized expert in zoo operations and finance. (reports
dated March 18, 2013, plus Addendum dated August 8, 2013)

A critical component of the ZooCo Business Plan is the creation of a defensible projection of future
revenues and costs, assuming that the new governance structure is implemented. According to this
analysis there are many costs and revenues that are likely to remain relatively unchanged, however there
are also a number of areas where significant changes are anticipated.

By year 10, all of the assumptions contained in the Business Plan forecast would need to come to fruition.
The reality of fluctuations in both attendance and fundraising due to external factors requires the Zoo to
be able to retain its surpluses (through a Reserve) from year to year in order to cover any unexpected
shortfalls®. A summary of the forecasted operating revenues, expenses and the net surplus/shortfall is
presented below®.

Category (All figures in $ millions) 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023

Total Operating Expenditures 51.31 50.99 51.71 52.88 49.33 49.65 50.67 51.70 52.64 53.43
Total self-Generated Revenues 38.77 37.83 38.09 40.93 41.38 40.11 41.95 44.11 45.71 46.37]
Base Operating Surplus/(Shortfall) -12.53 -13.16 -13.62 -11.95 -7.95 -9.55 -8.71 -7.59 -6.93 -7.06
Additional Revenue Opportunities 3.03 4.1 4.86 5.38 3.98 4.26 4.27 4.53 5.53 6.10
Revised Operating -9.51 -9.05 -8.76 -6.57 -3.97 -5.29 -4.44 -3.06 -1.40 -0.96
City Appropriations 11.61 11.11 10.11 9.11 8.61 8.61 6.11 3.61 0.17 0.17
Surplus/Shortfall after City Appropriations 2.1 2.06 1.35 2.54 4.64 3.33 1.67 0.55 -1.23 -0.79
Accumulated YE Resene 5.42 7.49 8.84 11.38 16.02 19.35 21.02 21.57 20.35 19.56

Under this scenario — referred to as a -Base Case” forecast — a steady decline in City appropriations is
projected, to the point where in year ten (2023), self-generated revenues come close to covering total
operating expenditures. Under this Base Case forecast of declining annual City appropriations, total
savings to the City over a ten year time period would be $41.8 million when compared to a scenario
whereby the City continues the current $11.1 million annual appropriation. After 2023, the City would
save $11.1 annually by no longer having to provide ongoing appropriations to support ongoing operations
of the Zoo.

It is evident from these projections that sufficient time must be given to cultivate relationships and to
communicate with individuals and corporations throughout the Greater Toronto Area, to support the
operating needs and growth of the Toronto Zoo. The Board must also have the time to further develop its
partnerships to create the iving Campus Zoo” — including the Rouge National Urban Park and its -iving
classroom” with local and regional universities. Thus, the goal of eliminating City operating support will
only be achieved with a diversified financial model, the -fight” Board is in place and an adequate period of
time to transition the operations to the new ZooCo governance structure.

Other observations regarding this -Base Case” projection are as follows:

e The Zoo has assumed that outside of the whole panda experience from 2013-2018, that it will
grow at a rate in line with both GTA population growth projections and historical attendance. Total

22014 beginning year reserve balance of $3.31 million is assumed, based on positive 2013 surplus from first year of Panda
All projections are in nominal dollars.
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visitation is projected to receive a boost from the pandas during the 2013-2018 period, but then
return to a level that is consistent with historic trends.

The projection has factored in approved price increases for admissions, membership and parking
over the 10 year period and believes it will begin securing approximately 15% of its operating
revenues from donations, sponsorships, and partnership revenues resulting from the new RNUP
by 2022.

All panda direct operating costs are covered by sponsorships, with multiple sponsors already
lined up, and increased attendance in each of the five years they are here.

Revenue per visitor is also a meaningful number to pay attention to as the Zoo has historically
and will continue to for the next 10 years to require a City appropriation to support operations.
The Business Plan projections for attendance over the next 10 years are reasonable, based on
the experience of other zoos with pandas, ZooCo's other planned attractions, the planned
integration into Canada'’s first national urban park at the Rouge, the projected GTA growth rate
and the Zoo's historic compound annual growth rate over the last 10 years. Including the
projected impact of the pandas, ZooCo attendance is projected to grow by 1.6% annually over the
next 10 years, after growing by 1.7% annually for the last 10.

Anticipated revenues, combined with increased attendance and greater cost control are expected to
reduce the City‘s annual appropriation to ZooCo over time, with prospects for achieving self sufficiency in
year ten of the forecast. The following illustration shows that the City‘s share of total ZooCo revenues is
projected to decline steadily, reaching zero in 2022.
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The total savings to the City over this time period would be $41.8 million when compared to a scenario
whereby the City continues the current $11.1 million annual appropriation. After 2023, the City would
save $11.1 annually by no longer having to provide ongoing appropriations.

Scenario Tests and Risk Assessment

The Base Case forecast described above contains a number of assumptions, many of which are very
important determinants of the prospects for financial self-sufficiency. To test the impact of these
assumptions, two additional scenarios — a -Best Case” and a “Worst Case” — were prepared to test the
sensitivity of the Base Case projections included in the Zoo‘s Business Plan.

Worst Case: Under a worst case scenario we tested the impact of a 5% reduction in self generated

revenues, partially mitigated by a 1% decrease in total expenditures. The results of this scenario are
presented below:

Category (All figures in $ millions) 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Total Operating Expenditures 51.31 50.48 51.20 52.35 48.83 49.15 50.16 51.18 52.11 52.90
Total self-Generated Revenues 38.77 35.94 36.19 38.88 39.31 38.10 39.86 41.91 43.42 44.05
Base Operating Surplus/(Shortfall) (12.53)7  (1454)7 (15.01)" (13.47)7  (9.52)"7 (11.05)7 (10.30)°7  (9.28)"  (8.69)"  (8.84)
Additional Revenue Opportunities 3.03 3.90 4.62 5.11 3.78 4.05 4.05 4.30 5.25 5.80
Revised Operating (9.51)  (10.64)  (10.39) (8.36) (5.75) (7.01) (6.25) (4.98) (3.43) (3.05)
City Appropriations 11617 11117 1011 " 9.11 " 8.61 " 8.61 " 6.11 " 3.61 " 017 " 0.17
Surplus/Shortfall after City Appropriations 2.1 0.48 (0.28) 0.75 2.87 1.61 (0.13) (1.36) (3.26) (2.88)
Accumulated YE Resene 5.42 5.90 5.62 6.38 9.24 10.85 10.72 9.35 6.09 3.22
Observations:
e Operational self sufficiency is not achieved during the 10 year scenario;
e Pre-appropriation net operating shortfalls range from over $9 million in the early years, declining
to a net shortfall of about $3 million in year 10 (2023);
e Because ZooCo has little or no opportunity to carry over surpluses, accumulated YE Reserves
peak in the year 2019, but then start declining rapidly thereafter.
Our sense is that the likelihood of a Worst Case” coming to fruition is relatively low based on panda and
similar governance shift experiences at other North American zoos and aquariums. Also ZooCo has
already had real traction with its fundraising efforts for both the pandas and itself.
Furthermore, the Zoo is now and always has been a leader in conservation and efficiency — the model
assumes zero gains in this area over the next 10 years, which would be breaking the historic trend. With
a strong cultural focus on conservation, a number of planned efficiency investments in buildings and a
plan to turn its manure into energy with a biogas plant, the Zoo seems well positioned to realize gains in
this area and meet its goal of carbon neutrality by 2025.
Best Case: Under a best case scenario we tested the impact of a 10% increase in self generated
revenues, partially offset by a 2% increase in total expenditures. The results of this scenario are
presented below:
Category (All figures in $ millions) 2014 2015 2016 2017 2018 2019 2020 2021 2022 2023
Total Operating Expenditures 51.31 52.01 52.75 53.94 50.31 50.64 51.68 52.73 53.69 54.50
Total self-Generated Revenues 38.77 41.62 41.90 45.02 45.52 44.12 46.15 48.52 50.28 51.01
Base Operating Surplus/(Shortfall) (12.53)7  (10.40)" (10.85)" (8.91)" (4.80)" (6.53)7 (553)" (4.21)7  (3.41)  (3.49)
Additional Revenue Opportunities 3.03 4.52 5.35 5.91 4.37 4.69 4.69 4.98 6.08 6.71
Revised Operating (9.51) (5.88) (5.50) (3.00) (0.42) (1.84) (0.83) 0.77 2.67 3.22
City Appropriations 161" 111" 1011”773 0.00 0.00 0.00 0.00 0.00 0.00
Surplus/Shortfall after City Appropriations 2.11 5.24 4.61 4.73 (0.42) (1.84) (0.83) 0.77 2.67 3.22
Accumulated YE Resene 5.42 10.66 15.27 20.00 19.58 17.73 16.90 17.67 20.34 23.56
Observations:

e Operational self sufficiency is achieved around year 2018 (the final year of the pandas), and then
there is a slight operating surplus in years 9 and 10 of the forecast period;
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e Because ZooCo has improved self-sufficiency under this scenario, there is an opportunity to
accelerate the decline of City appropriations. Under this scenario, City support would only be
required for the initial 4 years (2014-2017), allowing ZooCo to accumulate an appropriate $20
million safety net reserve which can be used to mitigate cyclical downturns in attendance and
revenues. Note the highlighted row above that only requires a total of $40.6 million from the City
over the 10 year period (all within the first 4 years), compared to a $69.2 million requirement
under a Base Case, and a $11.1 million requirement under a status quo scenario whereby the
Zoo remains part of the City.

This -Best Case” scenario is conceivable if the Zoo is successful in capitalizing on the panda visit, both in
terms of increasing visitation and maximizing contributed revenues, as well as sustaining price increases
and visitation levels after the pandas leave.

The analysis and scenario tests suggest that the significant drivers of financial performance, and risk for
the Zoo will be:

. Attendance levels;

. Revenues per visitor;

. Effective partnerships and fundraising;
. Expenditure control.

As an attraction, the Zoo's operating revenues are highly reliant on the number of visitors and how much
they spend when they arrive at the Zoo. Admission fees, parking revenues, food, rides and retail sales
are all driven by the volume of visitors and the prices set for these items. In terms of admission, the Zoo
is on the low end of other regional attractions, so there is likely some room for increases in the future
beyond what the Zoo is already planning, if necessary. More importantly, new and improved visitor
experiences can be used to help sustain premium pricing after the pandas have left.

Salary and benefits currently make up close to 60% of total budgeted operating expenses, so having
staffing flexibility (via seasonal employees) from season to season allows the Zoo to manage any cyclical
attendance numbers and limit the need to use cash reserves to cover ongoing operating expenses.
ZooCo can closely monitor its attendance related revenues (admissions, parking, food, rides, and retail)
and operating expenses in order keep margins at a safe level.

Prospects for Self-Sufficiency

Based on our experience successful governance models with zoological institutions are built on a
diversified financial model, including earned (visitor) revenues, contributed revenues (donations and gifts
from individuals and corporations) and dedicated annual operating funding from the respective public-
sector partner (City, regional, Provincial or Federal).

The planned reliance on new revenues, fundraising, sponsorship, partnerships and cost savings has
empirical evidence supporting the Zoo‘s assumptions, but this opportunity may be challenging to sustain
over the long term unless ZooCo fundamentally shifts its operating model away from a -subsidized city
operation” to an independent, business-oriented zoological society. A review of the Business Case
projections, supplemented by the scenario tests suggests that there is a unique opportunity for ZooCo to
do something that most other North American zoos have not — achieve financial self sufficiency. Under a
-Base Case” scenario this future is possible in year 10, and under a -Best Case” scenario, self-sufficiency
can be achieved considerably sooner. The potential for both fundraising and attendance related revenues
to beat projections is there and if this were to occur, it will be possible to reduce City contributions and
gain self-sufficiency years earlier than projected.

Achieving a -Best Case” scenario will depend on the following two main critical success factors:

e Re-inventing the Zoo to capture new market opportunities; and
e Attracting private sector development revenues (sponsorships and donations).

Also, the City's continued operating investment in the Zoo during the initial years of the new shift in
governance will allow the Board to build its -ease for support” and demonstrate to individuals and
business leaders that the City has positioned the new Toronto Zoo for success and growth.
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One of ZooCo's first priorities will be to undertake a strategic planning process to develop a
comprehensive plan to capture new market opportunities, accelerate the transition to a -Hving Campus
Zoo”, and attract more private sector revenues. The Strategic Planning process has not started yet, but
preliminary work completed as part of this assignment has highlighted a number of opportunities that are
likely to be considered. Some of these initial concepts are presented in the following sections, with a
caveat that ZooCo's Strategic Planning process will review these and other opportunities to confirm an
exact plan of action for ZooCo to realize its new vision.

Increased Visitation and Per-visitor Spending

ZooCo will continue to focus on its core business as a visitor attraction that derives its revenues from
admissions, parking, food, retail, and rides.

Core demographics - The Zoo's core customers are families, particularly those with young kids,
and school groups. These groups have shown good satisfaction with their experience according
to surveys conducted in 2012, with almost all participants saying they would recommend the Zoo
to a friend. The Zoo's current and forecasted admission fees are in line with industry averages,
and are less than other regional attractions such as African Lion Safari, the CN Tower, and
Canada‘'s Wonderland. Customer satisfaction survey results show that almost all respondents
thought the Zoo was good value for money, a performance level which will be maintained and
improved under a new and more business-oriented business model;

e Membership — Zoo membership is primarily made up of families who join to take advantage of
the value, and to support the mission of the Zoo. Assumptions about future membership related
revenues are in line with attendance projections and are reasonable;
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o Market Opportunities — The market opportunities identified by the Zoo in its Strategic Business
Plan include panda related sponsorships, regional partner support, and additional temporary
attractions and special exhibits. The Zoo is choosing to focus on the experience it delivers as a
way of increasing operating and development revenues. Placing a deeper focus on the visitor
experience and creating connections the Zoo is more likely to achieve its stated vision and
financial goals. Some of the revenue opportunities could include initiatives such as real life eco-
experiences within the park:

o Lodging accommodations for both Rouge National Urban Park and TZ experiences.
o Permanent education buildings (laboratories and residences) to be located with the TZ
and Rouge National Urban Park.

Overnight campgrounds within the park.

Ranger led hiking expeditions exploring the natural habitats of animals. Observe deer

and coyotes in their natural habitats.

Canoeing and fishing expeditions down the Rouge River.

Mountain biking trails.

Snowshoe & cross country ski trips during the winter months, ice skating pathways, lights

Extended stays at Zoo Camp as it expands to accommodate more fulfilling experiences

for all age groups.

o Toronto District School Board "Zoo Credits" for students wishing to enter the field of
conservation/biology studies.

o Weddings, zip lines & behind the scenes tours.

o Bio Gas operations and interpretation

O O

o O O O

The Toronto Zoo (TZ) will become an even greater visitor destination as the partners build out the
new campus, in addition to current animal education, conservation and preservation programs.

Accelerate Transition to a “Living Campus Zoo”

Ultimately ZooCo's best prospects for achieving a -Best Case” scenario of financial self sufficiency lie in
accelerating the organization’s transformation to its vision to be a —lking Campus Zoo”. ZooCo will then
become an important part of the RNUP — the world's largest urban green space that will grow to become
a distinctive and valued community asset. Within this urban outdoors context, ZooCo will need to place
an increased focus on its growing environmental and educational mandate to benefit from the site‘s
unique amenities, to capitalize on growing consumer demand for rich environmental experiences, and to
share the innovation and research being done by Zoo staff in these areas.

A -Hiving Campus Zoo” can leverage society's rapid adoption of small hand-held, internet connected
Smartphones and tablets - capable of sharing videos and pictures, making purchases, and having real-
time ongoing conversations with their private networks about their experiences.

e There is a real opportunity to further ZooCo‘ educational and environmental goals, while and the
same time enhancing its business goals;

e The trend across North American zoos and aquariums, and the attraction industry in general, is to
focus on creating experiences that bring guests back multiple times throughout the season; and

e If ZooCo guests could watch videos and interact with staff and animals while they are not at the
Zoo, the experience would not end at the gate. ZooCo could leverage this valuable connection
into online revenues and donations.

The following ideas will also assist in successfully delivering this educational experience; sharing the
Zoo's great research, conservation and species preservation work:

o The creation of a Zoo app to deliver all of this content and conversation. Advertising revenue
potential;

e Getting Zoo staff more connected with the business of the Zoo — the people on the ground have
the best ability to generate new ideas due to their day to day interaction with the animals and
visitors will create an entrepreneurial culture at the Zoo;
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e Give selected staff handheld devices connected to twitter, facebook, and youtube, and encourage
the constant sharing of real time Zoo happenings (e.g. vet: Hust completed a tiger
appendectomy! #myjobrocks #torontozoo” keeper: —rale rhino (insert name) just splashed me
with mud. What a rascal! #ineedashower #torontozoo” +picture, etc.). Would support the goal of
deepening the connection between the animals and the visitors, but also between the scientists
and keepers doing the vitally important day to day work;

e Partner with a travel company to offer vacation experiences whereby 1-2 times per year, a low
number of tourists join Zoo staff on research expeditions — further deepening their connection
with the animals’ unique habitats and the scientists who work at the Toronto Zoo. Could be an
additional revenue source and support fundraising efforts;

e Begin hosting unique wedding experiences at the Zoo — taking advantage of the Zoo's natural
beauty, as part of the RNUP, and people's love of animals and nature. Could be an additional
revenue source, support fundraising efforts and deepen connection with the Zoo;

e Add value to the property by hosting events or building structures on surplus space (e.g. build a
greenhouse, start growing food to be used at new farm to table restaurant and for animal feed, or
build a lodge, highlighting the experience of staying in Canada‘s RNUP at the Zoo;

e Open a -farm to table” restaurant, demonstrating a commitment to local buying, sustainable
agriculture and animal welfare.

e Begin selling value add admission options, such as VIP tours which include behind the scenes
access to keepers and animals, a guided tour in a solar powered golf cart, a picnic lunch; and

e Develop surrounding trail system together with Parks Canada.

With greater independence, ZooCo will be better able to identify and benefit from these exciting market
opportunities, accelerating a shift to a Living Campus vision, boosting gate revenues, and setting the
stage for accelerated financial self-sustainability (i.e. a Best Case financial projection).

Increased Sponsorship and Donations

Equally important to achieving a -Best Case” scenario of accelerated financial independence will be to
improve the prospects for attracting private sector sponsorships and donations. Increased —aentributed
revenues” (donations and gifts from individuals and corporations) has been identified as one of the Zoo's
greatest opportunities to significantly improve its self-sufficiency and long term sustainability. This
diversified financial model will require the leaders of ZooCo to attract a Board that is populated by strong
business, civic and corporate leaders.

Currently the Zoo operates within a municipal operating context which can discourage donors and
partners from contributing donations, gifts and sponsorships. Moving to a more independent governance
model, at arm‘s-length from the City, will allow ZooCo to be more successful at attracting contributed
revenues. Based on international benchmarks, the ZooCo Business Plan indicates that it should be
possible for ZooCo to increase the share of contributed revenues from its current 2% of total revenues to
potentially 12% over the next six to ten years.

Increasing sponsorships, partnerships and donations can come in many forms:

e Donations/Benefactors - The Zoo's fundraising and sponsorship efforts will be supported by the
shift in governance, based on the experience of other North American zoos and aquariums.
Historically, the Zoo has reported difficulties in raising funds from corporate partners and private
citizens as a result of its connection to the City, further supporting the notion that an
independently managed Zoo would be better able to raise operating and capital funds through
these stakeholders than the current governance structure;

e Sponsorship and Partnership opportunities — One significant panda related sponsor has already
stepped forward in FedEx Canada. Additional sponsorships and partnerships are likely, given the
projected number of visitors and the experience of other Zoos with pandas. The Zoo is
aggressively seeking promotional sponsorships; including discussions with corporate partners
and sponsors that could be brought on board of a newly constituted ZooCo; and

e The Zoo has also negotiated additional significant sponsors/partnerships valued in excess of
$500,000 with Mandarin Restaurants, the Toronto Star and the Ministry of Tourism, Culture &
Sport.
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Preliminary investigations by the Zoo and business plan suggest that the Zoo is anticipating a significant
increase in its sponsorship and development revenues as a result of the shift in governance.

Anecdotally, many potential donors have expressed hesitations to donate to the Zoo as a result of
relationship with the City of Toronto. Once this limitation is removed, the Zoo has confidence that
it can successfully raise $3-4 million per year for its operating activities;

Looking around North America at the other zoos and aquariums that have undergone similar
governance shifts supports this assumption — Calgary, for example, received $2.8 million in gross
operating donations in 2012;

Many comparable zoos average approximately 6% of total revenues, and the Zoo is projecting
that it will go from 3.1% in 2013 to 8.3% in 2022 under a Base Case forecast — and even more if a
-Best Case” scenario can be achieved;

It is also reasonable to think the Zoo will realize some revenues as a result of its location and
association with Parks Canada and University of Toronto Scarborough Campus; and

The shift to a new governance model, and transformation to a -Hving Campus” vision will provide
excellent support for development staff because a strong, well run and popular Zoo is easier to
fundraise for.

Strengthened Partnerships

Parks Canada: The Toronto Zoo has maintained long-term partnerships and collaborations with
Parks Canada for 40 years. The involvement with Parks Canada has ranged from outreach
education to captive breeding and release programs, monitoring, assessment and rehabilitation
programs, with shared interests in the conservation, stewardship and education of the Canadian
ecosystems.

Rouge Valley Park - The Toronto Zoo has also been instrumental in assisting Rouge Park with a
variety of wetland, animal habitat, educational and more recently animal release programs.
Conducting surveys and assessments of turtle and amphibian habitat in the Rouge Valley has
been critical to the implementation of rehabilitation projects. Wetlands, turtle nesting areas and
habitat have all been created within the Rouge Park boundaries and continue to be monitored by
zoo staff for population management and success

The Toronto Zoo has been working with University of Toronto, Scarborough Campus (UTSC)
since the 1970's. In recent years, based on a mutually beneficial relationship the Toronto Zoo
collaborates on research, education and sharing resources. The Toronto Zoo is interested in
further enhancing the Zoo's relationship with UTSC and developing an MOU to move forward with
planning and partnership.

Increase Regional Partnership Support: Leveraging strong community and business support
could generate additional operating revenues through partnerships with other governmental
agencies and commissions.

Cost Saving Initiatives

The new governance structure will enable ZooCo to pursue cost management strategies; however, the
reality is that only about 15% of total operating costs are —ariable”. The majority (85%) of operating
expenditures are relatively fixed - 60% of the Zoo's operating expenses are personnel/employment
related and at least another 25% of the total operating expenses are fixed annual expenditures (utilities,
animal food, vet services, cost of goods for food services and retail sales). Despite this challenge some
potential opportunities to reduce the Zoo's current operating expenses include:

Utilities: Further leverage preferred City rates for the Zoo with -annual growth caps” to minimize
the impact of utility rates changes.

Reduce the size/acreage of the Zoo: Although this is possible, it is generally not a preferred
option, because of the direct and potentially negative impact on the quality of the visitor
experience. An updated facility master plan will explore potential changes to exhibits/experiences
that serve to raise the Zoo‘s brand and awareness while reducing expenditures.
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e Assess opportunities to operate on a more -seasonal” operating schedule: less operating hours in
the winter and potential longer hours in the summer — similar to theme parks.

e Partner Advertising & Promotions: If ZooCo could partner with other well-branded companies
within the Toronto marketplace with creative advertising strategies, there could be potential
savings from ZooCo's advertising and marketing budget.

This chapter has reviewed the prospects for ZooCo to achieve financial self-sufficiency, and thus reduce
or eliminate the need for ongoing operating appropriations from the City. Under a -Base Case” projection,
financial self-sufficiency is possible, but it will take some time. Under a -Best Case” assumption of self-
generated revenues, the City‘s subsidy can be eliminated considerably sooner. Achieving a -Best Case”
scenario will depend on ZooCo being able to achieve two critical objectives:

e Successfully re-inventing the Zoo as a -Hving Campus” which will help the organization to
capture new market opportunities; and

e Leveraging success and a more independent governance model to attract increased private
sector development revenues (sponsorships and donations).

But there is also a ‘Aorst Case” scenario whereby increased own-source revenues help to reduce, but do
not fully eliminate, the City's annual appropriation. This scenario is, in fact, a common situation faced by
zoos across North America, with only a handful of the most successful operations able to achieve full
financial independence from the public sector. There is a unique opportunity for ZooCo to do something
that most other North American zoos have not — but this is not a guaranteed outcome.

This range of possible financial scenarios strongly supports a process of periodically monitoring the
progress of ZooCo to see if the prospects for self-sufficiency are being realized. It is recommended that
the City and ZooCo revisit the terms of the proposed Management Agreement between the City and
ZooCo (discussed in a later chapter of this report) in year 6 or 7 (after the pandas leave) to assess the
progress that has been made towards financial self-sufficiency.

o |If financial performance is tracking along a -Base Case” or -Best Case” trajectory then prospects
for self-sufficiency, and continued viability of the new governance structure, are good. Under this
scenario the City would accelerate the decline (or immediately eliminate) the annual
appropriations because City revenues would not be required to support ongoing operations. This
would also avoid an accumulation of accumulated reserve funds above a threshold of $20 million
— an appropriate amount to manage cyclical visitation patterns and unforeseen events.

o |If a Worst Case” scenario appears to be coming true then the assumption (and aspiration) of
ZooCo independence may need to be re-visited. Under this scenario the City may need to
establish an ongoing level of operating support that is lower than today, but it still required to
ensure that ZooCo remains viable.

This process will allow all parties to re-set the business and financial terms of an ongoing ZooCo-City
partnership based on demonstrated progress that has been made to re-frame the Zoo as a -Living
Campus”, to attract private sector funding and to achieve self-sufficiency.

This process also creates strong incentives for all parties to collaborate to achieve the new vision for
ZooCo.

e ZooCo will be highly incented to rapidly establish its new business-oriented, independent
operations, including an accelerated shift to become a Living Campus, and to maximize private
sector partnership and investment; and

e The City's operating investment in the Zoo during the initial years of the new shift in governance
will allow the Board to build its -ease for support” and demonstrate to individuals and business
leaders that the City has positioned the ZooCo for success and growth.
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AN EFFECTIVE BOARD STRUCTURE

In addition to a viable business model, ZooCo will also need to have a highly effective Board to provide
appropriate governance, assist with fundraising, and engage the community. The existing Board of
Management for the Toronto Zoo has 12 members of which three are City Councilors and one member is
an appointee of the Mayor (currently a councilor). The Board has six committees (two of which are
described as Task Forces established for a special short-term need):

Animal Acquisition Committee;
Fundraising and Sponsorship Committee;
Human Resources Committee;

Policy and Finance Committee;

Giant Panda Outreach Task Force;
Governance Task Force.

The terms of reference for these committees are outlined in Appendix A.

This chapter presents a recommended Board structure to establish appropriate ZooCo/City governance,
attract and maintain private sector fundraising opportunities, and solicit broad engagement with a wide
range of community stakeholders.

Governance Objectives

The new Board structure is designed to achieve a number of good-governance objectives including:

e Define clear roles and responsibilities for the Board, Committees and staff;

e Build structures and processes that enable a strong and effective working relationship between
the Board, staff, volunteers and other key stakeholders;

o Establish a fully transparent system of policies, guidelines, structures, operational procedures and
strategies that will enable ZooCo to be fully accountable and responsive to constituent needs;

e Provide independence for ZooCo to operate effectively and efficiently within an entrepreneurial
management structure;

o Establish a —alue added” role for the Board and its committees;

e Provide adequate -arm‘s length” from the City to facilitate private sector investment, community
partnerships and successful fundraising;

e Provide —ay for pay” representation and oversight by the City during a transition period while the
City continues to provide financial appropriations to ZooCo;

e De-politicize operational decisions concerning animal care to support ZooCo's effort to re-
establish certain accreditations and to foster business driven decision making;

e Foster good working relationships with other organizations operating in the surrounding area
and/or that provide ongoing support (e.g. Rouge Park, Federal); and

¢ Provide oversight and stewardship over public assets (lands and buildings).

Purpose of Board

The purpose of the Board is to provide overall direction, guidance and support to the organization in the
planning, delivery and management of its services.
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Key Responsibilities of the Board

The following provides a breakdown of the key responsibilities of the Board in overseeing the ongoing
operations of the organization broken down by major areas of focus.

Governance

o Establishing broad policies, guidelines and bylaws that provide context and direction to the Board and
staff in delivering on the mandate of the organization and managing the ongoing operations;

e Approving the nomination of Directors to the Board including ensuring that there is a process and
selection criteria in place for Board nominations and appointing the Board Chair and the Chairs and
members of each Board committee;

o Ensuring that there is a Board orientation program in place;

¢ Assessing annually the effectiveness and contribution of the Board, its members, the Board Chair and
the Board Committee Chairs and members, including the processes and structure of the Board;

e Developing the terms of reference for each of the Board committees; and

e Developing job descriptions for the Board Chair and the Chairs of each Board Committee.

Strategy/Business Planning and Operations Management

e Ensuring that there is a strategic planning and an annual business planning process and that they are
used to provide oversight, guidance and direction to the organization in achieving its long term goals
and objectives and to monitor ongoing performance;

e Approving the annual operating and capital budgets;

e Reviewing and evaluating the operating and financial results of the organization and initiating
corrective action as appropriate;

o Overseeing the development of, and approving, the ground lease and management agreement with
the City;

e Approving the acquisition/disposal of animals; and

e Performing other duties as may be required by law and/or the policies and activities of the
organization.

Stakeholder Engagement

e Supporting and where appropriate, leading, government relations and community engagement;

o Communicating with the stakeholders regarding the organization's ongoing operations and overall
performance; and

e Acting as champions and ambassadors on behalf of the organization.

Development

Working with staff to develop, support and implement a fundraising strategy;

Cultivation of donors and sponsors, including engagement in fund-raising;

Review and approve a multi-year fundraising strategic plan;

Monitor the activities undertaken and the progress made, toward the goals set out in the Plan;
Provide regular reports to the Board on the progress of the fundraising strategy;

Provide guidance and input on the vision and future direction of the Zoo for fundraising purposes.

Staff Management

o Developing a job description for the chief executive officer;

e Selecting and appointing the chief executive officer in light of the approved job description;

e Approving the compensation plan for the chief executive officer;

e Establishing an annual process for the monitoring and review of the performance and compensation
of the chief executive officer; and

o Ensuring that the organization has a succession plan and process in place and is proactively used by
the organization.
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Risk Management

o Establishing a risk management framework and system to identify, assess and manage identified
operating, financial and other risks that have been identified;

e Ensuring the integrity of the organization‘s internal control and management information systems in
protecting the assets of the organization; and

e Developing, approving and ensuring compliance with a code of conduct for the organization which is
intended to promote a culture of integrity and ethical behavior.

Financial Management

e Reviewing and approving the financial statements and related financial information;

e Appointing the external auditor;

¢ Reviewing and approving the annual fee policies and structures; and

¢ |dentifying and evaluating alternative revenue sources in support of meeting the Zoo's overall funding
requirements.

These responsibilities are defined for the Board as a whole. However, there is likely to be delegation of
some responsibilities to committees and staff; notwithstanding the fact the Board retains ultimate
accountability for successful achievement of ZooCo‘s mandate (a breakdown of the proposed committee
roles and responsibilities is provided in Appendix B).

Board Size, Composition and Structure

To succeed in its goal of becoming a -Hiving Campus Zoo” ZooCo will require a broad base of community
support to foster a —busess oriented” culture of flexible, entrepreneurial, customer-centric service
delivery excellence. ZooCo will also need to build strong ties with individuals, corporations and
foundations that can help raise private financial support for the Zoo. Strong partnerships with private and
public sector partners such as the Rouge Park, University of Toronto, senior levels of government will
also be required. These functions would all be in addition to typical -good governance” functions of the
Board that are designed to ensure that ZooCo fulfills its mandate, vision and is well-run.

The proposed structure of the ZooCo Board is illustrated below. The Board is composed of a number of
Committees and Task forces required to effectively govern ZooCo as well as manage the transition from
current to future state.

Board of
Directors

Executive Transition Task
Committee Force

Human Finance & Audit & Risk e Anl.m.a.l Conserva'Flon & Developmer.lt &
Acquisition Education Sponsorship

Resources Policy
Committee Committee Committee Committee Committee

Committee Committee

Each of these committees and task forces have defined roles and responsibilities corresponding to the
needs of ZooCo. Proposed roles, responsibilities, composition, and operations of each committee and
task force are outlined in Appendix B.

With the broader objectives of representation and fundraising then ZooCo‘s Board will likely require a
large number of seats — up to 30 or more — that that can be offered to community members or
benefactors. Large Boards are common in arts and cultural attraction agencies. For example, the AGO
has a 27 member board, and the ROM has a 21 member governing board plus a 27 member foundation

29



board. A larger number is required to ensure widespread participation from different groups and
benefactors within the GTA that will allow fulsome representation of the region while offering expertise in
fulfilling the mission, goals and objectives of the Toronto Zoo.

But a large Board can also be impractical in terms of day-to-day operational governance because the
entire Board would be too big to make operating decisions. It will also be challenging to get so many
individuals to meet on a regular basis which could erode attendance and engagement. To overcome
these challenges, it is proposed that the Executive Committee be delegated a number of operational and
day-to-day decision-making duties, thus becoming the key decision making body overseeing most of Zoo-
Co's operational decisions.

The creation of a Development & Sponsorship Committee is intended to maximize Zoo-Co's ability to
attract and retain private sector fundraising capabilities.

e Adedicated Development & Sponsorship Committee will help to attract private sector benefactors
and donors because there will be a shared purpose and common goal to support the ZooCo's long
term financial sustainability of ZooCo;

e The Toronto Zoo currently relies on the "Toronto Community Foundation" to manage its development
funds. This will provide assurances to investors and partners that their donations, bequests and
sponsorships will be well-managed and used to support long term objectives of the ZooCo, with no
risk that their contributions will be used to cover short term operational shortfalls, or be re-directed to
a non-Zoo purposes;

e  Members of the Development & Sponsorship Committee can be expected to make a financial
contribution; and

e There is also an opportunity to protect/shield the assets of the Zoo through the Toronto Community
Foundation.

Transitional Board to Include City Representation

During transition to a fully self-sufficient independent organization, the City will continue to provide annual
operating appropriations. The proposed Board structure needs to provide the City with appropriate -say
for pay” to reflect this investment, and to ensure that policy objectives are achieved. Specific City
objectives to be represented by City Board appointees are likely to include the following:

e Appropriate oversight of ZooCo while operating appropriations continue, while avoiding
micromanagement of Zoo operations or politicizing decisions;

e Confidence that the ZooCo Board will be appropriate -stewards” of the City‘s assets and the best
interests of the animals and collections;

e Assurance that the City's broad policy outcomes are achieved (e.g. operate as zoo, preserve
natural landscape, best-value and stewardship of public funds, professional management,
customer service excellence);

e Enable ZooCo to take advantage of the City‘s purchasing power and shared service support
structure where appropriate;

e Maintain the current status of Zoo employees;

¢ Allow the City to cancel or change the Management Agreement in the face of dramatic or
unforeseen negative events; and

o Ensure that the City's and TRCA's assets are maintained and enhanced.

Accordingly, during the transition phase the City will have representation on the Board itself as indicated
below:

e The City will have focused oversight in key Board functional areas through participation on the
main Board as well as Finance & Policy, HR and Audit committees. Participation on the Board
and these committees will:

o Provide assurances to the City that broad policy outcomes are achieved;
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o Assures the City that critical oversight and control functions are in place.

e The City should not have representation on the Development, Animal Care, Conservation &
Education or Nominating committees in order to:

o Depoliticize decision making;

o Support application to re-accredit ZooCo;

o Avoid City micromanagement of ZooCo operations; and

o Avoid potential conflict of interest that could arise if City representatives participate in the
fundraising activities of the Development committee.

e The City's representation on the main Board and selected committees should be linked to the
magnitude of the operating appropriations with reduced City representation once appropriations
sunset. Exact thresholds can be established, but for planning purposes the following parameters
might be considered:

o If the City provides over $5 million in annual operating appropriations there should be
three elected City representatives, one on each of the Finance, Audit and HR
committees, as well as a City-staff ex-officio member of the Executive Committee.

o If the City provides less than $5 million in annual operating appropriations there should
be two City representatives, one on each of the Finance and Audit committees, as well as
a City-staff ex-officio member of the Executive Committee.

; and

o If the City provides no annual operating appropriations there should continue to be one
City representative on the Finance committee to reflect the City‘'s ongoing interest as the
owner of the asset and continued provision of $6 million annual capital funding to
maintain the facility in a state of good repair, as well as a City-staff ex-officio member of
the Executive Committee.

@)

e City appointments will be political representatives, with some additional staff non-voting
appointments to certain committees to ensure access to ZooCo minutes and other
documentation.

e There should also be public involvement at Board meetings.

Board Capabilities and Nominating Criteria

The nomination and selection of Board members will take into account the following criteria outlined in the
following table. The nomination process will be led by the Nominating Committee of the Board.

Potential Selection Criteria

Corporate/Functional Experience Zoo Operations

e Large private or public corporations (on
Boards and/or senior leadership)

Zoo programming
Veterinary

e Financial/Banking Environmental/Conservation
¢ Financial Management Construction/land Development
o Strategy Development/Management Community Representation
¢ Government Relations
e Policy/Advocacy e Community Members
e Legal e Business leaders
e Marketing ¢ Youth
¢ Fundraising  Seniors
o Communications/Media Relations e Parents
e Education
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It is likely that the specific responsibilities of different Board committees will have their own capability
requirements, and this list of requirements may need to be tailored when it comes time to populate the
Board's committees and task forces. It is also advisable to have Bylaws that permit appointments of non-
Directors onto committees in order to get relevant expertise where required.

Level of Board Engagement

There are varying degrees of Board engagement in the ongoing operations of an organization as
illustrated in the following diagram:

Ideally the Board for ZooCo will be an —Egaged Board”. This means that the Board will:

Work with the CEO and staff to provide insight advice and support on key decisions and
implementation requirements;

Oversee both the overall organization and CEO performance which will involve guiding,
supporting and evaluating the CEO;

Resist and/or avoid micro-managing ZooCo operations;

Have meetings that involve substantive discussion of the key issues and decisions facing the
organization;

Provide appropriate industry, financial and operating expertise to add values to the decision
making process;

Clarify the roles and behaviors of the Board and the boundaries of Board/CEO responsibilities;
and

Demonstrate strong leadership from the City and the community partners with the Board of
ZooCo being drawn from business and community leaders and key stakeholders of the GTA.

Defining the Board and CEO/Staff Relationship

A critical element of successful governance within ZooCo will be to have clearly delineated areas of
responsibility between the Board and ZooCo staff. The following table sets out Board-CEO roles in a
number or areas of ZooCo business.

Responsibilities Board | CEO/staff
Strategic

Set corporate strategic direction (overall mission, vision, long term goals) °

Makes key strategic decisions on major/long term issues facing °

organization

32



Responsibilities

Board | CEO/staff

Communicates and builds commitment to corporate strategic direction °

among external stakeholders

Communicates and builds commitment to corporate strategic direction °
among internal constituents

Periodically reviews the company’s overall strategy to ensure the °
organization anticipates and responds to changing operating conditions

Establishes organizational structure and operating systems to ensure the ]
achievement of strategic objectives

Approves and reflects desired corporate philosophy, values, and operating °
environment

Defines core business processes ]
Serves as principal external representative of the company. o
Board Chair speaks for the Board re Board decisions (ie not the operating °

decisions)

Develops successful alliances and joint ventures L]
Protects and builds brand integrity ]
Sets strategic marketing direction °
Sets tone and direction for relations with key external stakeholders °

Sets tone and direction for relations with key internal stakeholders ]
Policy

Translates corporate vision and strategy into organizational policies, ]
directives, and procedures

Approves guidelines for use of corporate assets (people, brand, o
information)

Communicates and builds commitment to organizational policies, directives, ]
and procedures among key external stakeholders

Communicates and builds commitment to corporate strategic direction L
among key internal stakeholders

Integrates organizational policies, directives, and procedures into coherent °
framework

Ensures implementation of policies, directives, and procedures °
Monitors effectiveness of policies, directives, and procedures L
Performance Management
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Responsibilities

Sets overall corporate performance targets (balanced scorecard)

Board | CEO/staff

Translates corporate vision, strategy, and performance targets into
business unit plans and performance targets

Deploys corporate vision, strategy, and performance targets into business
unit plans and performance targets

Reviews and approves business unit strategies

Reviews business unit process performance against world-class criteria

Operations Management

Manages operations of the organization in ways consistent with strategic
goals and performance targets

Monitors operational progress against performance targets and organizes
counter-measures when required

Manages infrastructure required to support operating units

Manages resources (including people and capital) across lines of business

Resolves critical shared-resources issues

Manages corporate staff resources

Resolves issues of conflict between business units and staff functions

Functional Management

Manages financial information and compliance activities

Manages the attraction, retention, and development of a high-performance
workforce

Manages public relations

Process Management

Ensures that core business processes are in place and working effectively

Integrates organization-wide business processes

Ensures effective management processes are in place at all levels

Ensures that quality tools and methods are used in managing the business

People Management

Ensures the right leadership team is in place, with complementary skills
represented
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Responsibilities Board CEO/staff

Leads senior team °
Develops and monitors succession-planning process for top leadership ]
positions

Ensures all critical executive positions are adequately staffed °
Develops top leadership through selection, coaching, and reinforcement o
Ensures replacement personnel are suitably trained and developed ]

Information Management

Transmits top-level decisions throughout organization °

Serves as spokesperson for corporate messages (internal and external) °
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MANAGEMENT AGREEMENT PROVISIONS

A key goal of a proposed Management Agreement will be to provide independence for ZooCo to
operate the Zoo effectively and efficiently, and to facilitate private sector investment, community

partnerships and successful fundraising. At the same time the Management Agreement needs to
reflect City objectives to:

e Eliminate the City's annual appropriation within a 5 to 10 year period;

e Provide the City with -say for pay” and oversight while operating appropriations continue,
while avoiding micromanagement of Zoo operations or politicizing decisions;

e Have confidence that the ZooCo Board will be appropriate -stewards” of the City‘s assets
and the best interests of the animals and collections;

e Ensure that the City‘s broad policy outcomes are achieved (e.g. operate as zoo, preserve
natural landscape, best-value and stewardship of public funds, professional
management, customer service excellence); and

¢ Allow the City to cancel or change the Management Agreement in the face of dramatic or
unforeseen negative events.

The following are a list of draft Terms” of a Management Agreement between the City and

ZooCo. Clearly there will be additional work required to review and finalize these Terms, as well

as legal work to turn these business terms into a robust legal document. The objective here is to

provide a sufficient level of detail to allow the City and ZooCo to better understand what a

management agreement between the two parties should look like and to identify areas where

additional business terms should be articulated.

e Duration - 20 years, with a provision to require parties to commence renewal negations in
year 18 of the agreement;

e ZooCo shall be responsible for the management, operations, repairs and maintenance of the
Zoo and will bear all costs associated with these responsibilities;

e ZooCo shall operate the Zoo to a standard at or exceeding historical and industry-wide
standards, maintain accreditations, and preserve the natural landscape with professional
management and customer service excellence;

o The City shall make annual grants to ZooCo according to the following proposed schedule:

2014: $11.6 million
2015: $11.1 million
2016: $10.1 million
2017: $9.1 million
2018: $8.6 million
2019: $8.6 million
2020: $6.1 million
2021: $3.6 million
2022: $0.1 million
2023 $0.1 million

In addition, the City shall continue to provide an annual capital contributions of $6 million
needed for ZooCo to maintain the City‘s assets in a State of Good Repair, including Service
Improvements to City-owned buildings at the Zoo;
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Net ZooCo operating revenues are to be accumulated and leveraged to fund future operations
and mitigate future shortfalls;

ZooCo maintains the right to set fees and prices as it deems necessary, given that such
increases are reasonable;

ZooCo shall have the ability to seek out and secure revenue opportunities from partners such
as the Rouge National Urban Park, University of Toronto Scarborough Campus or other
academic institutions;

The City shall retain ownership of all land, real property, buildings and improvements currently
owned by the City and being utilized for the operation of the Toronto Zoo. ZooCo shall lease
all such land, real property, buildings and improvements according to the terms of a related tri-
partite Ground Lease between ZooCo, the City and TRCA,;

ZooCo will take ownership of all Zoo Personal Property, including but not limited to vehicles,
equipment, furniture, tools, supplies, merchandise, etc;

ZooCo will take ownership of all Zoo collections. ZooCo may sell, loan, trade, etc. any
component of the Zoo collections, provided that such transfers be done in furtherance of the
Zoo's mission and in compliance with AZA/CAZA standards and applicable regulations;

The City will license royalty free to ZooCo such copyrights, patents, logos, trade-marks, trade-
names, trade-secrets, visual art or similar rights currently used in the operation of the Zoo;
ZooCo will have the right to name any exhibit, building, feature or smaller item within the Zoo;
At termination or expiration of the Management Agreement, the Zoo collection, the Personal
Property, and Intellectual Property as it then exists will revert to the City;

The City will maintain development rights with regards to utilities, right-of-way, drainage, and
flood control. The City shall take all precautions and planning opportunities to minimize
adverse effects on Zoo operations;

All current staff and personnel of the Board of Management of the Toronto Zoo, including
collective bargaining agreements, will transfer over to ZooCo;

ZooCo will carry, at its expense, all necessary coverage and insurances;

The City shall continue to allow ZooCo to take advantage of its purchasing power and shared
services as it deems appropriate;

The City has the right to audit, inspect and access the Zoo site at any time, given sufficient
notice is given to ZooCo;

ZooCo shall submit annual audited financial statements to the City within 90 days of its fiscal
year end;

Within 18 months of execution of the Management Agreement and Ground Lease, ZooCo
shall submit an updated Facility Master Plan to the City. Any major new facilities not in the
Facility Master Plan require City approval;

At the end of year 6 of the Management Agreement, ZooCo and the City shall review the
financial performance of the Zoo to determine if the terms of the Management Agreement,
including City grant funding, need to be revised in order to maintain the long term viability of
the Zoo. This may include eliminating grant funding sooner than projected or extending it for
additional years;

ZooCo shall launch a 10-year capital campaign to solicit private funding for major capital
improvements and other projects contained in the Facility Master Plan;

ZooCo shall have the ability to borrow funds for capital projects if need be, provided it does
not encumber any City owned assets;

The City shall assist ZooCo as a sponsor for any grant or loan applications made; and

The City shall have the right to cancel or re-negotiate the Management Agreement in the face
of dramatic or unforeseen negative events. Participating factors to be clearly set out in
Management Agreement, to include, but not limited to:

Major disasters

Gross mismanagement or failure to comply

Consistent shortfalls/inability to achieve financial sustainability

ZooCo becomes insolvent

O 0 O O
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GROUND LEASE PROVISIONS

The goal of the Ground Lease is to transfer effective control of the land, buildings and real
property that make up the Toronto Zoo from the City and TRCA, respectively, to ZooCo, and to
insure that they are properly maintained, cared for and improved, if necessary. The Ground
Lease will replace the existing agreement between the City of Toronto and the TRCA dated June
14, 1961 and the agreement between the City, the TRCA and the Board of Management of the
Toronto Zoo dated April 28 1978, pertaining to the lands, buildings and real property of the
Toronto Zoo Property.

The following are a list of draft Terms” of a Ground Lease Agreement between the City, TRCA
and ZooCo. As with the Management Agreement there will be additional work required to review
and finalize these Terms, as well as legal work to turn these business terms into a robust legal
document. The objective here is to provide a sufficient level of detail to allow the City and ZooCo
to better understand what a Ground Lease agreement between the two parties should look like
and to identify areas where additional business terms should be articulated.

e Duration - 20 years, with a provision to require parties to commence renewal negations in
year 18 of the agreement

e The City and TRCA, respectively, shall retain ownership of all land, real property,
buildings and improvements utilized for the operation of the Toronto Zoo. At termination
or expiration of the Ground Lease, the Zoo property, as it then exists will revert to the City
and TRCA, respectively.

¢ ZooCo is to maintain the condition of the Toronto Zoo Property at or above historical
standards and in line with current building codes and applicable laws.

e ZooCo shall operate the Zoo to a standard at or exceeding historical and industry-wide
standards, maintain CAZA accreditation, and preserve the natural landscape with
professional management and customer service excellence.

o Within 18 months of execution of the Management Agreement and Ground Lease, ZooCo
shall submit an updated Facility Master Plan to the City. Any major new facilities not in
the Facility Master Plan require City approval.

e At the end of year 6 of the Ground Lease, ZooCo and the City shall review the financial
performance of the Zoo to determine if the terms need to be revised in order to maintain
the long term viability of the Zoo.

e ZooCo shall launch a 10-year capital campaign to solicit private funding for major capital
improvements and other projects contained in the Facility Master Plan.

e ZooCo shall have the ability to borrow funds for capital projects if need be, provided it
does not encumber any City and/or TRCA owned assets.

e ZooCo is to cover all applicable taxes and utilities for the term of the Ground Lease.

e ZooCo shall not mortgage, charge, place a lien or otherwise encumber this Lease or the
Toronto Zoo Property.

e The City will allocate $6 million per year (inflation-adjusted) from its capital works budget
to ZooCo to cover the cost of State of Good Repair and Service Improvements to City-
owned buildings and property over the term of the agreement. The City shall have the
right to request additional information and to audit how its funds are being allocated,
provided that it is acting in the long term interests of the Zoo.

e ZooCo will carry, at its expense, all necessary coverage and insurances.

e The City and TRCA shall have the right to cancel or re-negotiate the Ground Lease in the
face of dramatic or unforeseen negative events. Participating factors to be clearly set out
in Ground Lease, to include, but not limited to:

o Major disasters;
o Gross mismanagement or failure to comply;
o Consistent shortfalls/inability to achieve financial sustainability;
o ZooCo becomes insolvent.
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IMPLEMENTATION

This section of the report addresses the implementation of the new governance structure. It
includes communication and engagement, integration of these changes with the Zoo's operations
and the implementation plan.

Through the implementation of the new governance structure the Zoo will be undertaking a
significant transformation of its systems and approach to business. Successfully making these
changes requires more than changes to the governance structure - it will require a change in
mindset and approach to shift how the Zoo operates, and is perceived by their stakeholders
including the city, donors, and visitors. To facilitate this change it will be imperative to ensure
timely and ongoing communication leading up to, during and after the transition. The intent of this
section is therefore to outline relevant stakeholders, key messages and the timing of the
communication.

Primary stakeholders/ Audiences
Key stakeholders who must be considered during this transition include:

1. Employees - individuals employed by the Zoo on a permanent, contact or seasonal
basis. Employees can be employed on a full-time (working >30 hours per week) or part-
time basis (working < 30 hours per week). Employees who are on long-term leave
(maternity/ paternity, disability etc.) must also be considered;

2. Zoo Managers and Executives — individuals who are responsible for providing direction
and leadership of the Zoo'‘s operations and employees;

3. Visitors/ Public — individuals who visit or may visit the Zoo;

4. Donors/ Sponsors — current and potential individuals and/ or organizations who provide
monitory support to the Zoo;

5. The Board — appointed officials with accountability for overseeing and approving major
changes to the Zoo's operations;

6. City Staff — individuals employed by the city who have direct dealings with the Zoo and/
or have no direct dealings with the Zoo. Individuals with direct dealings with the Zoo
would require a greater level of communication; and

7. City Council — elected officials with accountability for overseeing and approving changes
to the City's services and operations.

Key Messages

Type of information that needs to be communicated during the implementation can be broken into
two categories. The first, referred to as the case for change, focuses on the reasons for the
change, the expected benefits and the end vision of the change. The purpose of these messages
is to build enthusiasm and engagement about the change.

The second, referred to as project communication, focuses on ensuring that stakeholders are
provided with all relevant information related to the implementation of the new governance
structure. This communication is directly linked to activities and milestones within the integrated
project plan and includes such things as: project status reporting, memos and briefing notes for
key decision makers, and updates to staff and stakeholders celebrating milestones and
successes.

The level of detail and the format used (e.g. in-person, written) to communicate both types of
information will depend on the audience being communicated with. For both types of information,
Employees, and Zoo Managers and Executives will be the target audience. The Board, City
Council, Visitors/ the Public, and Donors/ Sponsors will receive information on an as needed
basis.

39



The Case of Change

The following key messages have been prepared to support communication related to the Case
for Change. To ensure consistency with previous messages, many of these messages build on
content from the Future of Toronto Zoo Governance Report (September 5, 2012)

Why Change?

The Future of Toronto Zoo Governance Report (September 5, 2012) found that the
current governance model does not lend itself to the adoption of best practices and limits
the Zoo's future ability to serve its core mandates of education, species preservation,
conservation and public enjoyment;

The report recommended that the Toronto Zoo implement a new governance model
under which the Zoo would be managed by an independent Board of Directors; and

This recommendation is consistent with best practices in North America that have shown
that Zoos function optimally when they are managed and governed independently.

Expected Benefits

Implementation of a new governance model is expected to produce the following benefits:

An opportunity to optimize the Zoo's global programs focused on conservation, species
preservation and ongoing education;

Solidify and/or reduce the City's financial investment (contribution) by allowing the Zoo to
maximize its own-source revenue generation to encourage self sufficiency and a long
term sustainable financial model;

Create arms’ length independence from the City to enable a -business oriented” context
of flexible, entrepreneurial, customer-centric service delivery excellence;

Strengthen private financial support from individuals, corporations and foundations for the
Zoo which would be otherwise difficult to achieve within a municipal operating context;
De-politicize operating decisions to support Zoo management and animal care -best
practices”;

Build positive reserve fund balances to successfully manage shifts in visitation, weather
and economic down-turns — ensuring that what is earned at the Zoo is invested in the
Z00;

Build strong partnerships with private and public sector partners;

Capitalize on global trends for zoos to shift to a broader conservation and education
mandate, using an entrepreneurial approach to create an exceptional visitor experiences;
Support maintenance and re-establishment of accreditations; and

Preserve good working relationships with other organizations operating in the
surrounding area and/or that provide ongoing support (eg Rouge Park, Federal).

To become a -Hving Campus Zoo” within Canada‘s largest urban park;
Flagship institution in Canada for the Preservation and protection of exotic and
endangered species, and the conservation of their habitats around the world;
Connect more Canadians to nature;

Showcase best Canadian interactive wildlife exhibits and programs; and

Be fiscally and environmentally sustainable

From a staffing perspective it will be business as usual, there will be no changes to the staff
complement, HR policies/ procedures, wages, benefits etc. Additional legal and HR
investigations will be required to confirm the precise process, legal structure and
transition plan.
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Timing
From a timing perspective, communications will align with the three phases of the transition: pre-

transition, transition and post-transition. The purpose of communications during each of these
three phases is as follows:

Phase 1 (Pre-Transition) - Communication during this phase will primarily focus on
building the case for change by emphasizing the importance of the change, expected
benefits, and the end state vision. In addition information will be provided around key
decisions made, the overall transformation roadmap, timing, and next steps.

Phase 2 (Transition) — Communication during this phase will focus less on the case for
change and more on providing updates on the status of changes, accomplishments to
date, the planned changes in the next phase, as well as timing, and next steps.

Phase 3 (Post-Transition) — Communication during this final phase will focus on helping
to ensure stakeholders understand the new governance structure and their role within it.
In addition these communications will focus on building excitement and enthusiasm about
the future.

During the implementation of the new governance structure the Zoo must remain open, and
continue to engage in conservation, species preservation and ongoing education activities. Staff
must remain motivated and engaged, and appropriate attention and focus must be devoted to the
Panda exhibit. Change management and project

governance will be important tools for enabling the Zoo to

ensure a smooth transition, with minimal impact of current

operations.

Change Management

Change Management represents a systematic approach to
applying knowledge, tools and resources which support
staff and stakeholders to shift from the current state to the
desired future state. It is based largely on communications
(addressed earlier) and employee/stakeholder
involvement. A four step approach to change management
is depicted to the right.

Details on the approach, with a focus on steps one and
two, in the context of the Zoo's transformation follow.

Step One: Identify and Understand:

The first step of the change management plan focuses on developing an early understanding of
the changes required so that a strategy and plan to address these changes can be developed.
Highlights of anticipated changes include:

e The creation of a new board comprised of prominent corporate, community and
business leaders, including citizen appointments from the City of Toronto, and
University of Toronto Scarborough Campus;

e The development of a plan to fulfill the Zoo's vision to be a global leader in
conservation, preservation, scientific research, and a destination to experience wildlife;

e The development and negotiation of new management, ground lease and capital assets
agreements;

e The creation of new partnerships and funding opportunities with the private sector;

e Reduced reliance on the City's financial investment and greater emphasis on support
from individuals, corporations and foundations; and

41



e More autonomy over decisions and operations, and opportunities for a more
independent, entrepreneurial spirit.

These activities also coincide with a number of exciting milestones in the Zoo's history including:

e The federal government's announcement that that Rouge National Urban Park (RNUP) in
the spring of 2012 which the Zoo is part of, will become Canada’s first national urban
park; and

e The arrival of the Panda‘s from China on March 25, 2013 which are expected to have a
significant impact on visitor levels.

Step Two: Develop Strategy and Plan

Considering the changes that are required, as well as other available information (such as
findings in the Future of Toronto Zoo Governance, September 2012) there are three factors that
will be critical to ensuring the success of this transformation. These include:

» Leadership — ensuring that Zoo management and executives are well equipped and
supported to enable change, and implement all aspects of the implementation plan;

» Willingness and Understanding - ensuring all relevant stakeholders understand and
are working towards implementing the new governance model in a manner that is in the
best interest of all parties, and positioned as a point of -success, not failure”;

» Creativity — encouraging all stakeholders to think differently and creatively in terms of
what is possible and in identifying new partnerships and opportunities to increase the
Zoo's financial independence.

A discussion of key activities associated with each of these three factors follows.
Key Activities — Leadership

The purpose of these activities will be to ensure executives, and managers are equipped and
supported to enable change. Activities include:

¢ Identifying opportunities to involve Zoo managers and executives in all aspects of the
transformation, including through their participation on project committees;

o Building formal accountability into the leadership team’s performance plans focused on
ensuring success of the transformation;

e Providing communication materials and supports to ensure executives and managers are
supported to communicate with staff; and

e Providing individual support and coaching to the managers and executives (including
peer mentoring), to ensure full capability to manage change activities.

Key Activities — Willingness and Understanding

The purpose of these activities will be to ensure all relevant stakeholders understand and are
working towards implementing the new governance model in a manner that is in the best interest
of all parties.

Activities include:

¢ Identifying opportunities to involve stakeholders in all aspects of the transformation,
including through their participation on project committees (where applicable)

e Regular and ongoing communication

o Actively seeking and creating opportunities for feedback, comments/ concerns and
questions
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Key Activities — Creativity

The purpose of these activities will be to encourage stakeholders, particularly employees and Zoo
managers and executives to think differently and creatively in terms of what is possible and in
identifying new partnerships and opportunities to increase the Zoo's financial independence.

Activities include:

¢ Identifying and communicating challenges for staff to solve;

e Hosting information sessions to highlight and raise awareness of successful creative and
innovative solutions at the Toronto Zoo as well as other like organizations (other Zoos,
cultural sites);

e |dentifying opportunities to showcase and reward creativity;

e Creating opportunities for staff from different departments within the Zoo to work together
in order to increase the number of perspectives brought to the table;

e Providing staff with opportunities to learn about other aspects of the Zoo, outside of their
department;

o Hosting employee challenges to encourage innovation and creatively; and

e Incorporating innovation and creativity into staff performance plans (e.g. assigning
accountability for introducing something new or creative).

Step Three — Implement and Step Four - Sustain

The final steps of the change management approach are focused on implementing and
sustaining the change. This includes carrying out activities identified in step two, and sustaining
the desired change. Tactics that can be used to sustain change include:

» Celebrating successes
» Consolidating improvements (to support marketing efforts)
» Addressing areas requiring additional focus

» Institutionalizing new approaches

Based on studies for North America zoos, Shultz & Williams estimates that the transition costs”
of shifting to a new governance model are likely to range from $3MM - $4.5MM. Typically,
transition costs would include the —&rt-up” costs for the following:

. Technology: new phone system, computers/upgrades, new servers, web-enhancements,
software licenses, consultants.

. Signage/Graphics: new banners at the Zoo; printing of new maps, brochures and on-site
signs (critical for the Zoo's branding)

. Equipment for Operations: heavy equipment for maintenance & repairs, vehicles for
maintenance & operations

. Training: employee and volunteers

. Facility Master Planning: updating the Zoo's current plan

. Start-Up/Working Capital: transition planning, human resources/benefit consultants,
equipment/vehicles, supplies and services

. Visitor Amenities & Experiences: new short-term marketing experiences and programs

that creates a reason to visit the Zoo

In the case of the Toronto Zoo, it is likely that these costs would be funded jointly by the City and
the new ZooCo and, depending on the specific terms of the Management and Ground Lease
agreements, some of these costs could be reduced. For example, the Zoo already has
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technology, fleet, signage, etc, so some of these costs may be lowered by transferring these
assets to ZooCo. We note that the cost of accrued employment benefits (accrued vacation, sick
leave, pension liabilities) are NOT included in the Shultz & Williams estimate, so the magnitude
and sharing arrangement of these costs would need to be quantified.

Recognizing that the implementation of the new governance structure is contingent on the
completion of a number of activities and that the transition to the new structure must not interfere
with ongoing Zoo operations it is recommended that the Zoo create a temporary project
management office with responsibility for overseeing and managing all aspects of the
transformation. The proposed governance structure and the corresponding roles/ responsibilities
of project participants are detailed below. It is envisioned that in addition to the overall project
manager, each work steam would have a lead that would attend regular status meetings,
facilitated by the project manager, to ensure coordination across all project activities.

» Comprised of Executive Team
* Responsible forapprovals, escalated issue
resolution and overall project direction

Transformation
Steering Committee

» Overall project delivery
Project Manager » Managementof project team and working
groups

* Finalize and implementthe new governance

Governance

Ground Lease and
Management of Capital
Assets

Communication and
Change Management

structure

Finalize, negotiate and implementthe
agreementforthe ground lease and
management of capital assets

g Business Plan Finalize and implementthe operational business plan
o

S Management Finalize, negotiate and implement the City-Zoo

; Agreement Co.managementagreement

—_

2

Develop and roll- outcommunication
materials
Provide change management support

A draft integrated project plan has been prepared to facilitate the implementation of the new
governance structure. The plan consists of a number of streams of work which align with one of
the five work streams described in the previous section. Within each stream of work critical
activities have also been captured. In addition, the plan provides a means for ensuring that all
activities are sequenced appropriately, and interdependencies across work streams are identified
and managed. The plan includes:

i. Key work streams and activities;

ii. Timing and milestones;

iii. Roles and responsibilities (where applicable).

The work plan is in Draft form at this stage and presented in Appendix C. It is expected that the
detailed transition road map will be finalized in consultation with the City and Toronto Zoo staff.
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APPENDIX A: CURRENT COMMITTEE TERMS OF
REFERENCE

ANIMAL ACQUISTION COMMITTEE
TERMS OF REFERENCE

Membership: The Animal Acquisition Committee shall be comprised at least five
appointed members of the Board of Management, one of whom shall be the
scientist representative on the Board.

Responsibilities:

AACI. Review of curatorial recommendations to acquire or dispose of animals, when
those transactions will add a new species to the collection; eliminate a species
from the collection; or will exceed established expenditure limits.

AAC2: Ensure compliance with the Zoo’s animal acquisition/ disposition procedures
as set out in the "Animal Acquisition/Disposition" policy (A&P-001).

AAC3. Review periodically the Zoo’s animal acquisition/disposition policies and
procedures in relation to industry standards and, in particular, the
guidelines of the Association of Zoos and Aquariums and the Canadian
Association of Zoos and Aquariums.

Quorum: Three Committee members shall constitute a quorum.

Meetings: As needed, following the Board of Management meetings.

Approved by the Board of Management 2010-01-21

G:\BRDGRP\2013\FEB\appendix 2 all committee terms of ref.doc 45
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FUNDRAISING & SPONSORSHIP COMMITTEE

TERMS OF REFERENCE

Membership: The Fundraising & Sponsorship Committee shall be comprised of at least
two appointed members of the Board of Management and other external members who
have experience in fundraising, investment management, or particular expertise relevant
to the Committee mandate.

Responsibilities:

Strategy
FS1

FS2

FS3

FS4

FS5

FS6

Provide guidance and input on the vision and future direction of the
Zoo for fundraising purposes.

Discuss and make recommendations to the Board of Management
on major fundraising programs.

Review of recommended members appointed to the Capital
Campaign Committee and the Endowment Management
Committee.

Provide regular reports to the Board of Management on the
progress of the Capital Campaign.

Contribute ideas for fundraising, (e.g. events, activities, prospects).
Together with the Capital Campaign Committee, assist in

identifying and securing suitable corporate and government
partners.

Meetings: As needed.

Approved by the Board of Management 2009-01-22

G:\BRDGRP\2013\FEB\appendix 2 all committee terms of ref.doc 46
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GIANT PANDA OUTREACH TASK FORCE
TERMS OF REFERENCE

Membership: The Giant Panda Outreach Task Force shall be comprised of members of
the Board of Management and members of the community who have particular expertise
relevant to the Task Force mandate (e.g. educational, cultural, business, youth etc.
sectors).

Responsibilities:

GPO1 Provide guidance and advice on a community outreach strategy for the Giant
Panda program.

GPO2 Provide expertise and assistance to staff regarding cultural programming,
partnerships and events to enhance and support the Giant Panda outreach
program.

GPO3 Provide guidance, advice and assistance to staff on Giant Panda marketing

activities to reach various groups and generate visitation to the Giant Panda
exhibit.

GPO4: Review project work plans and receive status reports from staff. GPOS.

Provide updates to the Board of Management as required.

Meetings: As needed.

Term: As a Task Force, this is a time-limited committee, anticipated to disband shortly
after the Giant Panda exhibit opens.

Approved by the Board of Management 2012-07-05
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GOVERNANCE TASK FORCE
TERMS OF REFERENCE

Membership: The Governance Task Force shall be comprised of up to five members of
the Board of Management and other Board members who wish to participate.

Responsibilities:

G1 Review and develop various governance model option(s).

G2 Provide guidance, advice and information on governance model option(s)
to the Board of Management and the City.

G3 Review and develop a new operating agreement with the City that
provides for the autonomy of the Zoo Board in operating matters,
including animal management affairs.

G4 Provide reports to the Board of Management on progress,
including recommendations.

Meetings: As needed.
Approved by the Board of Management 2012-04-05
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HUMAN RESOURCES COMMITTEE
TERMS OF REFERENCE
Membership: The Human Resources Committee shall be comprised of the Chair, Vice
Chair and one other member of the Board of Management preferably with human

resource expertise.

Responsibilities:

Performance Management and Succession Planning
HR1 Annual review of Chief Executive Officer performance and
recommend CEO compensation, including allowances and
benefits.

HR2 Recommend a senior management succession plan and
responsibilities associated with succession planning.

Strategy

HR3 Provide the CEO with strategic direction for upcoming collective
agreement negotiations.

Quorum: Three Committee members shall constitute a quorum.

Meetings: Two meetings per year or as needed.

Approved by the Board of Management 2011-11-24

G:\BRDGRP\2013\FEB\appendix 2 all committee terms of ref.doc
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POLICY AND FINANCE COMMITTEE
TERMS OF REFERENCE

Membership: The Policy and Finance Committee shall be comprised of at least three appointed
members of the Board of Management.

Responsibilities:

Corporate Governance
PF1 Review of corporate governance structure periodically.

Strategy

PF2 Review of annual strategies.

PF3 Review progress to strategic imperatives as set out in the strategic plan.

PF4 Recommend management reporting processes to the Board that align
strategies, goals and performance metrics.

Financial Control, Audit and Risk Management

PF5 Review of operating and capital budget submissions to the Board of
Management and verification of alignment to strategic imperatives.

PF6 Review of audit reports and year-end financial statements.

Meetings: Four meetings per year or as needed.

Approved by the Board of Management 2011-11-24

G:\BRDGRP\2013\FEB\appendix 2 all committee terms of ref.doc
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APPENDIX B: COMMITTEE ROLES AND RESPONSIBILITIES

Committee | Role Responsibilities Composition Operations Comments
Executive o To act for the Board on | e Provide ongoing oversight, guidance and direction to the Zoo | e Chair; o Meeting frequency:
matters arising between administration, as required, between regular Board meetings | e Vice Chair; tbc;
regular Board meetings in light of the approved strategy and business plan; e 7 Standing o Preparation and
and to deal with other o Review with management any significant litigation, claim or Committee Chairs; distribution of
matters as delegated by contingency which could have a material effect on the Zoo o Chair, Transition Task minutes: tbc.
the Board. and bring such matters to the immediate attention of the Force;
Board; ¢ One ex-officio non
o Set annual goals, conduct evaluation and determine voting staff appointed
compensation of the CEOQ; by City.
o Support the work of Board committees through coordination
and communication;
o Assess any proposed major initiatives not in the annual
budget to ensure alignment with the Zoo’s long-term
direction and make recommendation(s) to the full board;
o Act on any other matter delegated by the Board.
Finance & o To oversee the financial | e Establish short and long term financial plans for the Zoo; o Chair; o Meeting frequency:
Policy systems and cpntrols to | e Review and approve the annual operating and capital budget | e Vice Chair; the;
ensure protection of goals and assumptions; o 4 additional e Preparation and
corporate assets, ¢ Recommend management reporting processes to the Board members; distribution of
compliance with legal, that align strategies, goals and performance metrics; o One member minutes: tbc.
ethical and regulatory « Review monthly/quarterly financial performance/ statements appointed by City.
requirements and the and set policies as necessary;
efficient and effective o Review the annual financial statements of the Zoo prior to
use of resources. presentation to the Board;
o Review financial policies, practices, procedures and
decisions;
o Review the adequacy of the internal control systems for
safeguarding assets, including the review of policies and
procedures;
o Review the level of compliance with legislation, regulations,
corporate objectives, policies and ethics and adequacy of
systems established to ensure compliance.
Human e Tooversee HR ¢ Review HR policies, practices, procedures and decisions; o Chair; o Meeting frequency:
administration and the o Review management and program performance regarding o Vice Chair; the;
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Committee | Role Responsibilities Composition Operations Comments
Resources efficient and effective the efficiency, effectiveness and economy in the use of e 4 additional e Preparation and
use of human resources; members; distribution of
resources.  Review the effectiveness of corporate reporting systems ¢ One member minutes: tbe.
regarding administrative and program performance; appointed by City.
o Recommend a senior management succession plan and
responsibilities associated with succession planning;
o Provide the CEO with strategic direction for collective
agreement negotiations.
Audit e Tooversee the annual | e Select the external audit firm; e Chair; ¢ Meeting frequency:
external audit of the o Review audit reports; e Vice Chair; tbc;
Zoo. o Assess organizational risks and ensure they are managed o 4 additional o Preparation and
effectively. members; distribution of
e One member minutes: thc.
appointed by City.
Nominating ¢ To ensure that the o Conduct an assessment of the knowledge, skills and e Chair; o Meeting frequency:
Board is composed of competencies of the current Board to identify any gaps inthe | e Vice Chair; the;
qualified and skilled current Board composition and operations; e 3 additional o Preparation and
members capable of, ¢ Develop and recommend selection criteria for Board and members. distribution of
and committed to, Board Committee members for Board approval; minutes: tbc.
providing effective o Identify and recommend a list of candidates for appointment
leadership to the Zoo to Board positions that reflects the required mix of
knowledge, skills and competencies necessary to provide
effective governance for the Zoo;
o Make recommendations for the Chair and Vice Chairs of the
Board and all Board Committees and the Committee
membership to the Board?;
o Make recommendations on ex-officio standing committee
members.
Animal ¢ To provide oversight,  Review of curatorial recommendations to acquire or dispose | o Chair; o Meeting frequency:
Acquisition guidance a_nc_i_direction of animals, V\(hen thos_e transactio_ns will add a new s_pecies o Vice Chair; thc;
in the acquisition of the to the collection; eliminate a species from the collection; or o 3 additional o Preparation and
Zoo’s animal will exceed established expenditure limits; members. distribution of
collections. o Ensure compliance with the Zoo’s animal acquisition/ minutes: tbc.

disposition procedures as set out in the "Animal
Acquisition/Disposition" policy;
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Committee | Role Responsibilities Composition Operations Comments
¢ Review periodically the Zoo’s animal acquisition/disposition
policies and procedures in relation to industry standards and,
in particular, the guidelines of the Association of Zoos and
Agquariums and the Canadian Association of Zoos and
Agquariums.
Conservation & | ® Toensure that the goals | e Develop and implement outreach efforts focused on o Chair o Meeting frequency: Members of this
Education and objectives of the education; o Vice Chair tc; committee could include
Zoo’s mission to « Oversee on-site and local environmental action such as o 3additional members | o Preparation and TDSB, Colleges and
promote education, recycling and reducing energy use and other such initiatives; distribution of Universities along with
conservation and e Review and promote potential partnerships with other minutes: tbe. other experienced
preservation are organizations; community notables in
fulfilled. « Promote the sustainable use of resources including the this field of expertise.
development of an Environmental Policy and conducting an
environmental audit.
Development & | o To develop, implement o Review and approve the preparation of a multi-year e Chair; o Meeting frequency: ¢ Funds may include:
Sponsorship and manage a fundraising strategic plan with annual goals and targets; o Vice Chair; the; o Corporate

successful fundraising
strategy.

o Approve the associated business development policies and
procedures;

« Monitor the activities undertaken and the progress made,
toward the goals set out in the Plan;

o Provide regular reports to the Board on the progress of the
fundraising strategy;

o To engage in fund-raising activities on behalf of the Zoo;

o Provide guidance and input on the vision and future direction
of the Zoo for fundraising purposes

o Up to 15 additional
members depending
on suitability and
prospects for
supporting
fundraising efforts.

o Preparation and
distribution of
minutes: tbe.

Sponsorship
o Individual
Donations
o Bequest
Donations

o InKind Donations

o Capital Structure

o Educational
Sponsors

o Membership
Donations

Transition Task
Force

o To oversee the
transition of the
organization to the new
corporate structure.

o To work with staff and the Board to develop a transition plan;

o Monitor the transition and provide regular reports to the
Board;

o To address issues as they develop during the course of the
transition.

e Chair;

e Vice Chair;

o 3-5 members of the
Board.

o Meeting frequency:

tbc;

o Preparation and
distribution of
minutes: thc.

The current Governance
Task force could be
transitioned to this role.
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APPENDIX C: INTEGRATED TRANSITION PROJECT WORK PLAN (DRAFT)

e E—
EstammsnNewcomoreEnsy 1| | | | | | | | | | [ [ [ | | [ | | | [ [ [ ||

Create New Legal Structure

Define Legal and Business Requirements
Frame Key Issues and Timing

Identify/ Confirm Organizational Structure of Board
Crate TZ Bylaws

Create TZ Policies and Procedures

Create Legal Entity

Identify “Founding” Board Members
Develop -Gase of Support” for Major Donors
Identify Small Group of +Founding Members”
Create —Bunding” Friends/ Partners for $$$

Identify —drget” list of Potential Donors (15-30
Individuals)

Engage -Sponsors” for Pandas as Part of TZS
Populate NewCo Board Members
Make Appointments

City Representatives on TZ Board

Inaugural Board Meeting

Dissolve Current Board

PrepareTzBusinessPlan (| | [ [ [ [ [ | [ [ ([ | | [ [ | | [ [ [ | | |

2013 Strategy and Priorities

Update Pro Forma Financial Projections
Update Panda Plan and Financial Impacts

Prepare 10 Year Cash Flow Projections
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e —
|PrepareTZBusinessPlancont. | [ | | ([ | | [ [ | (| [ [ | (| [ [ | [ | [ [ |

Transition Strategy/ Action Plan

Marketing and Fundraising
Create Capacity to Secure Private Sector Support/ $$

Prepare ManagementAgreement | | | | [ [ [ | | | [ [ | | [ [ | [ [ [ | | [ [ |

Provide examples of Management Agreements
Identify —@y Services” to be Potentially Maintained
Identify key —8rm Sheet Conditions”

PrepareGroundleases | | ([ ([ [ [ [ [ | [ [ [ [ | | | [ [ | | [ [ | | |

Clarify uses of Restricted and Unrestricted Resources

Prepare Facility Plan

|secureCityApprovats | | | [ ([ (| | [ [ [ | | | [ | [ [ [ | | | [ |

Present to Executive Committee

Present to Council

Progress Meetings with City Manager Office
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Project Work Stream & Tasks

Existing Toronto Zoo Operations
Preparations

Develop Internal Communications Plan
Outline key -Message Points” for each month

Audience Mapping/ Messaging

Determine How Best to Position ”Members”
as Part of TZS

Prepare and Implement Panda Arrival and
Launch

Communication Message Points for China on
Governance

Ramp-Up Staffing and Panda Preparations
Panda Arrival Date
Quarantine Period

Panda Opening Day
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