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Office of the Auditor General / Bureau du vérificateur général

September 8, 2011
Mayor and Members of Council:

| am pleased to present the 240 Annual Report of the Auditor Genera | of the City

of Ottawa. The 2010 Audit Plan consisted of new projects in addition to conducting

a follow -up of 22 previously completed audits from 2005 -2008. The results of each
of these are presented in this report as well as an overall summary and assessment
of progress made to-date against 20052008 audit recommendations. As was
directed by Council, follow -ups will now be conducted yearly.

In addition to the follow -up audits, 18 new audits were also conducted in 2010.
Two of these audits are being presented in camera: the Audit of the Glen Cairn
Flooding and the Development Review Processes within the Carp Watershed; and,
the Audit of the M ackenzie King Bridge Rehabilitation. Two other audits, the Pine
View Municipal Golf Course; and the Ottawa Municipal Campground , were also
conducted in 2010. These audits have beemprovided to their respective boards and,
as such, are not includedin thi s report.

Two 2010 audits have also been presented to Council last year: the Audit of the
Lansdowne Park Proposal (LPP) Financial Model; and, the Audit of the
Procurement Process for the SmartBus Next Stop Announcement System and the
SmartCard System The sixth annual report on the Fraud and Waste Hotline is also
presented here, including a summary of the results of audits arising from Hotline
reports.

In accordance with Council approval, the Hotline has been offered to the general
public effective May 21, 2009. The 200 Hotline report includes those reports
received from the public.

Finally, the Audit Plan for 2012 is provi de:¢
Respectfully,

; ‘/A o~ /2 {

Alain Lalonde , FCGA, CIA
Auditor General
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1 OVERVIEW OF ACTIVITIES IN 2010

The 2010 Audit Plan for the City of Ottawa has focussed on conducting both new

projects and follow -up audits on projects completed by the Office of the Auditor

General (OAG) from 2005 to 2008 Twenty two separate follow-up audits were

completed during 2010, representing 508 recommendations. It should be

emphasized that recommendations arising from audits represent the Auditor
General 6s (AG) suggested course of action t
once these recommendations are approved they become direction from Council to
management. As such, progress in implementing these recommendations should

be viewed as fulfilling Councilds direction.

Included in this volume of the 20 10 Annual Report are the results of these 22
follow -ups. As was the wish of Council, the results of follow -up audits are now
presented to Council as part of each yearly Annual Report.

In addition to the follow -up audits, a number of new audits were also completed in

2010 as a result of the Annual Work Plan, Council requests and/or Fraud and

Waste Hotline reports. These include:

Audit of the Use of City Vehicles and Mileage Claims

Audit of Selected Grant Recipients d Signed Agreements and Audit Clauses

Audit of th e Nepean Sailing Club Agreement

Audit of the Sugarbush (Action Vanier) Agreements

Audit of the Revenue Branch

Audit of a StaffingProcessi n t he Chil drends Services Bra
Auditof t he Ci tyods Maloaa fgeesmeentt of a

Auditofat he Cityods Role relfgvant di ng a Canada Da
Audit of Internet and Email Usage Policies and Procedures

10. Audit of the Macken zie King Bridge Rehabilitation (presented in camera)

11. Determination of Sampling Requirements for Audits of Payroll Accuracy

12. Audit of Compressed Work Week Agreements

13. Audit of the City's Operating Relationship with the Ottawa Centre for Research
and Innovation ( OCRI)

14.Audit of the Glen Cairn Flooding and the Development Review Processes
within the Carp Watershed (presented in camera)

15. Audit of the Lansdowne Park Proposal (LPP) Financial Model (presented June
17, 2010)

16. Audit of the Procurement Process for the SmartBus Next Stop Announcement
System and the SmartCard System (presented June 23, 2010)

© © NGk wDdE
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Two other audits, the Pine View Municipal Golf Course , and the Ottawa Municipal
Campground, were also conducted in 2010. These audits have beemprovided to
their respective boards and,as such, are not included here.

Based upon the input received from Council, no more than one report per year will
be issued by the OAG.

1.1 Fraud and Waste Hotline

The Cityds Fraud and Waste Hot | i neprowdes
an anonymous and confidential vehicle for City staff and the public to report
suspected fraud or waste. Section6 of this report contains the sixth annual report
on the Hotline. It includes overall statistics on the types and frequencies of reports
to the Hotline, as well as summary reports on specific audits undertaken on issues
arising from Hotline reports. In some cases, Hotline reports are transferred directly
to management to be addressed, while in other instances the OAG has undertaken
its own review, conducted a separate formal audit or considered the matter as part
of an ongoing planned audit. Some of the Hotline reports that resulted in an audit
being conducted are presented in Section6. In the future, all Hotline reports will be
referred to management for action. Reports to the Hotline are also used as part of
the OAG risk assessment in identifying possible future audits.

1.2 Tabling Protocol

With the creation of the Audit Sub -committee, a revised reporting protocol for the
OAG Annual Report was required. In keeping with the Terms of Reference of the
Finance and Economic Development Committee (FEDC), the following protocol
was confirmed by Council in February 2011

1. A Notice of Tabling will be provided to Council
2. Annual Report tabled at the Audit Sub -committee (ASC)

3. Annual Report referred to various Standin g Committees as directed by
ASC
4. Annual Report presented to Council for final discussion and questions

o

Any recommendations where management does not agree are to be
brought to the Audit Sub -committee or other Standing Committee as
directed by Council for resolution.

1.3 2010 Budget

aun

I n 2010, t he Auditor Gener al udgee beagdmedn de d t

from 0.08% to 0.07% of the totalC i t gpérating budget. This resulted in a 2010
office budget of $1.76 million , a reduction of $186,0000r approximately 10% from
2009 This budget reduction was possible in part due to changes to the
administration of the Fraud and Waste Hotline whereby the use of a new external
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service provider resulted in a $70,000 decrease to the cost of the Hotline. All of the
audits presented in this report, including Council requests, were conducted within
the 2010 budget.

2 APPROACH TO AUDITING AT THE CITY OF OTTAWA

Since the inception of the OAG in 2004, the focus of audis has been to identify
issuesand concernsas well as potential recommendations. The focus of audit work
has always been to offer practical suggestions to address concerns and improve
operations at the City. Recently the OAG has received comments that indicate a
perception among some that these audits have been overly critical of City
operations and negatively focussed. However, the high level of acceptance and
action by senior management to the recommendations, as evidenced bythe various
follow -up audits, clearly indicates that the audits have been successful in
generating improvements in efficiency and effectiveness throughout the City. It is
important to point out that no issue is deemed trivial in conducting audits. The us e
of specific examples and incidents is not designed to simply criticise but to clearly
describe the impact of broader system inefficiencies. Finally, information was
provided to management in 2010 outlining $39.6 million in potential savings
identified in various audits from 2005 to 2009. Details on these potential savings are
contained in Appendix B .

3 SUMMARY AND ASSESSMENT OF OVERALL
PROGRESS MADE TO-DATE ON 2005-2008 AUDIT
RECOMMENDATIONS

Audits are designed to improve management practices, enhance operational
efficiency, identify possible economies and address a number of specific issues. The
focus of the 2010 work plan was twofold; conduct both new audits and follow -up of
2008audits as well as audits from previous years that had not yet been followed up.
The follow -up audits completed in 2010 included:

Follow -up to the 2005 Audit of Internet Usage and Controls

Follow -up to the 2005 Audit of Drinking Water Services

Follow -up to the 2006 Audit of the Wastewater and Drainage Services Division

Follow -up to the 2006 Audit of the Food Safety Program

Follow -up to the 2007 Audit of 2006 and 2007 Compensation Budgets

Follow -up to the 2007 Audit of the Carp River Watershed Study and Related

Projects

Follow-up to the 2007 Audit of Parks and Recreation Branch

8. Follow -up to the 2007 Audit of Parks and Recreation Financial Management and
Revenue Processes

9. Follow-up to the 2008 Audit of the Children's Services Division

R o

~
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10.Follow -up to the 2008 Audit of the Assessment and Monitoring of Eligibility for
Social Housing Subsidies

11.Follow-up to the 2008 Audit of Information Technology Capital Expenditures
and Project Approval Process

12.Follow -up to 2008 Audit of the Long Term Care Branch

13. Follow -up to the 2008 Audit of the Ottawa Paramedic Service

14.Follow -up to the 2008 Audit of Building Code Services Process for 215 Preston
Street

15. Follow -up to the 2008 Audit of Hospitality and Other Ethical Matters

16. Follow -up to the 2008 Audit of the Parking Function

17.Follow -up to the 2008 Audit of Sick Leave Management

18. Follow -up to the 2008 Audit of Traffic Operations Division

19. Follow -up to the 2008 Audit of the City of Ottawa Water Rate

20. Follow -up to the 2008 Audit of the 2006 Sewage Spill

21.Follow -up to the 2008 Audit of the Governance and Compliance with the Access
Management Agreement of the Southpointe Community Association

22.Follow up to the 2008 Audit of the Governance and Compliance with the
Community Funding Service Agreement of the Banff Avenue Community
House.

The table below summarizes our assessment of the level of completion of each
recommendation for all 2008follow -ups completed to-date.

: Percent Number of % of Total Cumulative % of Total
Action . .
complete | Recommendations Recommendations
Little to no 07 24 0
action 13 3% < 50% complete:
8% of total
A(-JIEIOT‘I 257 49 23 5% recommendations
initiated
Partially 507 74 44 9% 9%
complete
Substantially 757 99 87 17%
complete
75 -100% complete:
83% of total
Complete 100 341 66% recommendations
Total (for
follow-ups o
completed 508 100%
to-date)

This report is not intended to provide an assessment of each individual
recommendation. Rather, it presents our overall evaluation of progress made to-
date across all completed audits. Should Council wish to have a more detailed
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discussion of specific follow -ups, OAG staff are available to do so. In the years
since the creation of the OAG in 2004, we have seen management practices
gradually evolving to better reflect the size and complexity of the City of Ottawa.
Our follow -up audits since 2005 indicate that operational improvements have
occurred in a number of areas.

As mentioned in the 2009 Annual Report, success depends ultimately upon Council
and Management wor ki ng i n synergy to
practices. We note that there isa clear commitment on the part of both Council and
Senior Management to fulfill its role as change agents and move the City toward
greater efficiency and effectiveness. Many of the follow-up audits presented here
demonstrate solid improvement with regard to this objective. We also identified
specific areas where improvements are still needed and in some parts of the City
change has been more incremental and the timing of expected progress has been
more protracted than in other public sector organizations. However, in our
opinion, the overall message arising from the follow -up exercise is that the City is
moving in the right direction in a great many areas.

We have categorized each of the follow-up audits based upon the following criteria:

A. Solid Progress = 50% or more of the recommendations evaluated at 75100%
complete.

B. Little or No Progress = 50% or more of the recommendations evaluated at 0-49%
complete.

C. Gradual Progress = All others.

Office of the Auditor General 2010 Annual Report Page5
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A. Solid Progress

Audit s

=

Follow -up to the 2005 Audit of Internet Control and Usage

Follow -up to the 2005 Audit of Drinking Water

3. Follow-up to the 2006 Audit of the Wastewater and

Drainage Services Division

Follow -Up to the 2007 Audit of the Food Safety Program

Follow-up to the 2007 Audit of the 2006 and 2007

Compensation Budgets

6. Follow-up to the 2007 Audit of the Carp River Watershed
and Related Studies

7. Follow-up to the 2007 Audit of Parks and Recreation
Financial Management & Revenue Processes

8. Follow-up to the 2008 Audit o]
Division

9. Follow-up to the 2008 Audit of Assessment and
Monitoring of Eligibility for Social Housing Subsidies

10.Follow-up to the 2008 Audit of Hospitality and Other
Ethical Matters

11.Follow-up to the 2008 Audit of IT Capital Expenditures
and Project Approval Process

12.Follow -up to the 2008 Audit of the Long Term Care Branch

13.Follow-up to the 2008 Audit of the Ottawa Paramedic
Service

14.Follow -up to the 2008 Audit of the Building Code Services
Process for 215 Preston Street

15. Follow -up to the 2008 Audit of the 2006 Sewage Spill

16.Follow-up to the 2008 Audit of the Traffic Operations
Division

17.Follow-up to the 2008 Audit of Governance and
Compliance with Access Management Agreement of SCA

18.Follow-up to the 2008 Audit of Governance and
Compliance with Community Funding Agreement of th e
BACH

19.Follow -up to the 2007 Audit of the Parks and Recreation
Branch

20.Follow -up to the 2008 Audit of the Parking Function

21.Follow -up to the 2008 Audit of Sick Leave Management

N

ok

B. Little or No Progress

No audits.

C. Gradual Progress

1. Follow-up to the 2008 Audit of the City of Ottawa Water
Rate

Page6
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There have been a number of cases where management has disagreed with the
original recommendations contained in these audits. The former Council Audit
Working Group has met to discuss the majority of these. As outlined in the May 26,
2011 report to the Audit Sub-Committee (ASC), future outstanding disagreements
will be monitored via the follow -up audit process with results presented to ASC for
resolution as required. As with the follow -ups conducted in 2009, itis encouraging
to note that, despite disagreeing with the recommended course of action;
management has typically agreed with the need to address the underlying issue
and has implemented changes to do so.

With these follow -up audits now complete, no further work to review the
implementation of these recommendations is intended by the OAG. However, as a
result of the annual work plan and/or Council requests, new audits in any of these
areas may occur in the future.

Follow -up audits to be presented as partof the 2011 Annual Report will include:
Five Specific Staffing Processes

Specific Contracts at the NNEP

Bridge Maintenance Program

Bridge Maintenance Process for a Specific Bridge

Payroll

Eight Specific Building Code Services Files

N o o bk~ wDdhdPRE

Specific House Drawings.
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4 EXECUTIVE SUMMARIES i FOLLOW-UP AUDITS

This section contains the executive summaries for each ofthe follow -up audits
completed in 2010.
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4.1 Follow up to the 2005 Audit of Internet Usage and Controls

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2005 Audit of Internet Usage and Controls was included in
the Auditor Generalds Audit Pl an.

The key findings of the original 2005 audit included:
e Updati ng t h-girusGoftvared s ant i

¢ Improving log management practices to allow for detection of malicious activity
and to track trends; and,

e Prohibiting the installation of software not officially sanctioned.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of Spring 2010.

PERCENTAGE OF
NUMBER OF TOTAL
CATEGORY % COMPLETE [RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - -
JACTION INITIATED 2571 49 7b, 7f 2 5%
PARTIALLY COMPLETE 5071 74 18a, 18b, 18c, 18d 4 10%
. 7c, 79, 12, 14, 15, 21a*,
SUBSTANTIALLY COMPLETE |75 1 99 D1b*, 21c* 8 19%
1, 2, 3, 4a, 4b, 5a, 5b 643,
6b, 7a, 7d, 7e, 7h, 8a, 8b, 9, o
COMPLETE 100 10. 11, 134, 13b, 16, 17a. 27 66%
17b, 17c,19a*, 19b*, 20*
TOTAL 41 100%
2. The table below outlines managementds asse

each recommendation as of Summer 2010n response to the OAGO assessment.
These assessments have not been audited.
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PERCENTAGE OF
NUMBER OF TOTAL
CATEGORY % COMPLETE |RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - - .
JACTION INITIATED 2571 49 7b, 7f 2 5%
PARTIALLY COMPLETE 5071 74 - -
SUBSTANTIALLY COMPLETE|75 1 99 7c, 79, 12, 21a*, 21b*, 21c* 6 15%

1, 2, 3, 4a, 4b, 5a, 5b 64,

6b, 7a, 7d, 7e, 7h, 8a, 8b, 9,
COMPLETE 100 10, 11, 13a, 13b, 14, 15, 16, 33 80%
17a, 17b, 17c, 18a, 18b,
18c, 18d, 19a*, 19b*, 20*

TOTAL 41 100%
*Confidential recom mendations are omitted from this report as they contain
i nformation that could compromise the City?o:

Conclusion

Most of the recommendations from the 2005 Audit of Internet Usage and Controls
have been implemented by the Information Technology Services (ITS) Department.
The main issues identified relate to monitoring of staff Internet and e -mail activity.
In 2009, two Cisco PIX firewalls were nearing the end of their useful life and
manufacturerds support and have been replac
This will offer increased stability and manufacturer support in case of incidents.
There was no Intrusion Detection System (IDS)/Intrusion Prevention System (IPS)
on the network at the time we conducted this follow -up audit, but the ITS
Department is in the process of implementing such devices. These efforts align with
the implementation of the Payment Card Indus try (PCI) requirements which the
City of Ottawa is subject to.

The requested Websense reports containing C
provided due to technical difficulties. The ITS Department is deploying its efforts to
provide these documents and these will be reviewed. As is, the City of Ottawa
internal network generally meets industry best practices for secure architecture and
use of appropriate protection technologies. The Security Information and Event
Management (SIEM) project will add str ength from a security standpoint to the
Cityds network, considering the I DS/IPS devi

There is no evidence that sensitive information is being encrypted on the City
network. No document has been provided indicating infor mation classification
and/or guidelines for its handling. Implementation of PCI requirements will
require such tools; as a minimum for banking and personal data that is transmitted
over the City network. Once implementation of current PCI requirements is
achieved, these deficiencies will probably be rectified.
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4.2 Follow-up to the 2005 Audit of Drinking Water Services

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2005 Audit of Drinking Water Services was included in the

Audi tor

The key findings of the original 2005 audit i ncluded:

Gener al

0s Audi t

Pl an.

e The Drinking Water Services Division complies with federal and provincial
regulations governing the safe supply of drink ing water to Ottawa residents.
While no concerns over water safety were raised, the audit concludes that there
is room for improvement in the following areas:

¢ Although not required by legislation, the City should implement a proactive
lead service replacement program;

e The

City

shoul d

require

al |

system to have written maintenance procedures;

e The

Cityods

water [

0SS

program

proi

coul d

e Responsibility for water services is dispersed with only the City Manager
having overall responsibility; and ,

e Better prioritization of meter and remote sensor repairs could generate
additional annual revenues of approximately $300,000.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of December 2009.

PERCENTAGE OF
NUMBER OF ITOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 - -
ACTION INITIATED 25171 49 - -
PARTIALLY COMPLETE 5071 74 3,4 8%
SUBSTANTIALLY COMPLETE |7571 99 6, 19, 24 12%
1,2,5,7,8,9,10, 11,
COMPLETE 100 12, 13, 14, 15, 16, 17, 20 80%
18, 20, 21, 22, 23, 25
TOTAL 25 100%
Office of the Auditor General 2010 Annual Report Pagel5
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2. The table below outlines management 0s

asse

each recommendation as of Summer 2010n responsetothe OAGO s assessment

These assessments have not been audited.

PERCENTAGE OF
NUMBER OF ITOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 - -
ACTION INITIATED 257 49 - -
PARTIALLY COMPLETE 5071 74 - -
SUBSTANTIALLY COMPLETE [7571 99 3, 19, 24 3 12%
1,2,4,5,6,7,8,9, 10,
11, 12, 13, 14, 15, 16
12,13, 14, 15, 16, 0
COMPLETE 100 17 18, 20 21,22, 23, 22 88%
25
TOTAL 25 100%
Conclusion

It was found that a significant amount of progress has been made with regards to

implementation of work associated with t he recommendations in the 2005 audit. It

appears that City staff, management, and Council have each attempted to make
progress in the areas identified in the audit.

Staff have shown that they are keeping up to date by monitoring changes in
drinking water legislation and guid elines with regards to the parameter
bromodichlormethane (BDCM). The Guideline Technical Document for
Trihalomethanes (THMs) in Drinking water was modified to remove a separate
guideline for BDCM because the maximum acceptable concentration for THMs is
protective of the health effects of all THMs, including BDCM. It will be important
for staff to continuously monitor changes in legislation and guidelines for other
water quality parameters.

Progress has been made with regards to the setup of a temporary proedure that
allows Drinking Water Services to receive invoices from Finance. This temporary
solution should be refined to reduce staff hours spent requesting and waiting for
information. Attempts should be made to have Hydro Ottawa forward two copies
of inv oices to the City, one to Finance and one directly to Drinking Water Services.
At the very least, a policy should be put in place such that when a member of
Finance staff receives an invoice for Drinking Water Services, a copy is immediately
forwarded to t he correct Drinking Water Services staff member.

Based on the documentation received and reviewed for this follow -up audit, there
has been little progress with regards to the design and implementation of a water
meter maintenance program. As the age of the meters increases their accuracy will
decrease. This could ost the City lost revenue for water that is being used but not
recorded. Part of the problem with meter maintenance is access. Access procedures
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need to be put in place and by-laws enforced with a focus on service termination or
fines for homeowners that refuse staff access.

The Automated Meter Reading project has been underway for some time. Staff have
issued aRequest for Qualifications (RFQ) which was reviewed by City staff in April
of 2009. One this technology is installed the meter reading frequency is scheduled
to increase to once per month which will increase the amount of data collected for
use by DWS, and decrease the number of estimated meter readings and bills. With
this, there should be a drop off in customer service complaints with regards to
incorrect bills.

A formal assessment of the ITX/IIMS has been completed and the City has
identified SAP as a replacement to the ITX maintenance program. SAP and ESRI
can be configured to support the many business requirements that staff have
defined. This system will be operational in late 2010 and will focus on an
infrastructure and work management system for watermains and sewers. This will
lay the foundation for subsequent phases where informatio n regarding additional
assets will be added to the system.

Procedures have been created to reconcile water accounts with property tax
accounts, reconcile water accounts with meters installed (ITX/IIMS), and to
reconcile water accounts with building permits .

The 2005 audit recommended that the internally established collections target
should be re-evaluated by Revenue and Collections Management. The year end
process for setting the collections target has been reviewed and clearly set out. The
collections target has been increased over the past few years. Continuous
improvement has been shown; however, staff should consider avenues to cost
effectively collect the remainder of the tenant lease receivables.

The City has made significant progress with regards to the implementation of a
Cross Connection Control program. The City of Ottawa website provides the public
with good background information regarding cross -connections and outlines the
public consultation process that has been taking place. Similar by-laws enacted by
other municipalities regarding cross -connects are also posed on the website. This
will help the public to understand the potential wording and implications of any
by-law that the City of Ottawa might enact and enforce.

The Drinking Water Qualit y Management System and Operational Plan are being
implemented. The City has received accreditation from the Canadian General

Standards Board and has received its Municipal Drinking Water Licence from the

Ministry of the Environment. Although the work comp leted to date is significant,

staf havendt begun to address the remainder of
audit which recommends that Quality Management Systems for Solid Waste and

Wastewater be implemented in addition to the Drinking Water Quality

Management System.
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A proactive lead services replacement program has been put in place. A public
information campaign has been initiated that includes mass mailing to residents

suspected of having | ead services asthk a por
lead services replacement program. Council has instructed staff to provide
provisions in the budget to replace the Cit)

Drinking Water Services has been identified as the group to lead and be responsible
for all water loss reduction programs. The Water Loss Control 2008 Summary
Report outlines the sources of water loss as well as the potential solutions for
reducing losses and increasing the amount of water that is billed.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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4.3 Follow-up to the 2006 Audit of the Wastewater and Drainage
Services Division

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2006 Audit of the Wastewater and Drainage Services Division

was i ncl

uded i

n

t he

Audi

t or Ge

The key findings of the original 2006 audit included:

e The City is meeting all provincial regulations for

except for required staff training. Appr oxi mat el vy

staff need additional training t o

me et

t he

Provi

ner al s

wastewater management

50% of
nceds

e Combined sanitary and storm sewers that remain in operation in the City
require upgrades, however issues regarding discharges from these sewers are
being managed in concert with the Province. No violation orders have been

issued to the City in this area.

e The City needs an overall sewer inflow/infiltration program and wet weather
strategy to better manage sewer capacity in the future.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of December 2009.

Audi t

the C
regul a

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 12,19 2 11%
ACTION INITIATED 2571 49 - -

PARTIALLY COMPLETE 507 74 - -

SUBSTANTIALLY COMPLETE [757T 99 3,4,5,7,16 5 26%
COMPLETE 100 14212 ?791? 11,13, 12 63%
TOTAL 19 100%
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2. The table below outlines management s asse
each recommendation as of Summer 2010 i n r
These assessments have not been audited.

PERCENTAGE OF
NUMBER OF ITOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - - N

ACTION INITIATED 25171 49 - - -

PARTIALLY COMPLETE 5071 74 - - -

SUBSTANTIALLY COMPLETE [7571 99 3,4,5,7,12,16 6 329

1,268,910, 11, 13,

COMPLETE 100 14, 15 17, 18, 19 13 68%

TOTAL 19 100%

Conclusion

The Wastewater and Drainage Services Division (WDSD) has made substantial
progress since the fieldwork phase of the original audit in 2006. The Division has
acted on all of the recommendations, and WDSD and ISB have developed strategic
plans and timelines, which have or will lead to the complete implementation of all
the OAGGs recommendati ons.

After reviewing the information provided by WDSD, it is apparent that the Division
has acted on the recommendations, am is continually striving to improve in all
areas and stay current with all regulations and best management practices.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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4.4 Follow-up to the 2007 Audit of the Food Safety Program

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2007 Audit of the Food Safety Program was included in the
Auditor Generalds Audit Pl an.

The key findings of the original 2007 audit included:

e The Program is currently unable to meet the legislative requirements for
inspection;

e Although there have not been any outbreaks of illness, the Provincial
Mandatory Guidelines for Food Safety are not being met by the City of Ottawa;

e Completion rates of annual inspections are significantly bel ow prescribed levels;
and,

e Management has, over the years, endeavoured to improve the performance of
the Program. However, despite an increase in the annual budget for Food
Safety of approximately 50% from 2004 to 2006, the Program has been unable to
meet legislative requirements.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of Summer 2010.

PERCENTAGE OF
NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 01 24 3d 1 3%
[ACTION INITIATED 251 49 -
PARTIALLY COMPLETE 5071 74 -
SUBSTANTIALLY 757 99 i
COMPLETE
COMPLETE 100 1, 2, 3a, 3b, 3c, 4a, 4b, 4c, 34 97%)
4d, 4e, 4f, 5a, 5b, 5c¢, 5d, 6a,
6b, 6¢C, 6d, 66€, 7a, 7b, 8, 9,
10, 11, 12, 13, 14a, 14b,
14c, 14d, 14e, 14f
TOTAL 35 100%
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2. The table below outlines managementds asse
each recommendation as of Summer 2010 in r
These assessments havaot been audited.

PERCENTAGE OF
NUMBER OF TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS

LITTLE OR NO ACTION 01 24 -

ACTION INITIATED 251 49 -

PARTIALLY COMPLETE 5071 74 -

SUBSTANTIALLY 751 99 i

COMPLETE

COMPLETE 100 1, 2, 3a, 3b, 3c, 3d, 4a, 35 100%

4b, 4c, 4d, 4e, 4f, 5a, 5b,
5c, 5d, 6a, 6b, 6¢, 6d,
6e, 7a, 7b, 8, 9, 10, 11,
12, 13, 14a, 14b, 14c,
14d, 14e, 14f
TOTAL 35 100%
Conclusion

Significant progress has been made on all of the audi®s recommendations. With the
exception of Mandatory Food Handler Training , which management has
determined it will not pursue, all other recommendations can be deemed fully

implemented.  Of particular note is the solid progress in launching an

Environmental Health Information System (EHIS), the Quality Assurance (QA)
program and on-line disclosure of inspection results. Most recent statistics
provided by management show an encouraging increase in the number of
inspections completed. While all premises received at least one inspection in 2009t
should be noted that only 33% of high-risk premises received the required three
inspections during the year. Factors identified that contributed to this include:

e Reassignment of staff during the OC Transpo strike to visit vulnerable
populations in high -risk buildings;

e Reduction in availability of Public Health Inspectors (PHIs) to conduct routine
inspections due to training of the new EHIS system;

e Rel ocation of st aff to Ottawaosssmenssth end t
the homes of flood victims;

¢ Redeployment of nearly 90% of PHIs during the HIN1 pandemic response and
mass vaccination campaign; and,

o Participation of staff in five large -scale food recalls to ensure that affected
products were removed from ret ail distribution.

Management indicates that it is on target to meet its 2010 targets however, has also
indicated that additional PHI positions are required t o0 mai nt ain the or g:¢
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ability to consistently meet these targets in the future, to sustain its achievements
and will be requested in the 2011 budget submission.

Acknowledgement
We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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4.5 Follow-up to the 2007 Audit of 2006 and 2007 Compensation
Budgets

EXECUTIVE SUMMARY

Introduction

The Follow -up to the 2007 Audit of the 2006 and 2007 Compensation Budgets was
included in the aitmplant or Gener al 6s

The key findings of the original 2007 audit included:

e Compensation/Benefit budgets for 2006 and 2007 were overstated by more than
$8 million ; and,

e The overstatement was initially reported to Council as being due to savings
from staff vacancies even though correspondence indicated that management
was aware that the overstatement actually related to compensation benefits and
not staff vacancies.

The audit identifies other opportunities for improvement including:

e Developing a budget policy, to create a provision for expected staff vacancies at
the beginning of the budgeting process; and,

e Ensuring that as soon as overstated budgets are identified that are sustainable,
the corresponding base budget adjustment be made and reported to Council.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of Summer 2010.

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 4 1 25%
[ACTION INITIATED 2571 49

PARTIALLY COMPLETE 5071 74

SUBSTANTIALLY COMPLETE|75 T 99 1,3 2 50%
COMPLETE 100 2 1 25%
TOTAL 4 100%
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2. The table below outlines management s asse
each recommendation as of Fal I 2010 in res
These assessments have not been audited.

[PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 -

[ACTION INITIATED 2571 49 -

PARTIALLY COMPLETE 5071 74 -

SUBSTANTIALLY COMPLETE|75 T 99 1 1 25%
COMPLETE 100 2,3,4 3 75%
TOTAL 4 100%

Conclusion

Substantial progress has been made towards implementing most of the
recommendations.

A Vacancy Allowance Policy has been established which includes a vacancy

all owance target of 1. 6% of the depart ment
unallocated vacancy provision of $7.4 million representing approximately 1%

which applies to all City portfolios and departments. However, this does not cover

the Transit Services Department which represents approximately 20% of total
compensation. In August 2010, management has indicated that Transit Services is

committed to working with their partners in Finance to complete this work by Q2

2011.

Management has indicated that any budget adjustment of a permanent nature
would have been captured in the 2009 budget document s under the 02008
Adj ust me mhissvias illustrated by the example of the elimination of
approximately 100 vacant full time positions which appears in the 2009 budget
under the 02008 Baseline Adjustmentsdé headi:t

A review of budget adjustments related to the unallocated budgeted vacancy
provision for 2009 and 2010 show that the Budget and Financial Planning Unit
(BFP) of the Corporate Finance Branch generates a variance report for
compensation. They would identif y to the Financial Support Unit (FSU), on a cost
centre basis the potential amounts of additional vacancy allowance that could be
allocated. This is usually done on the same frequency as the Operating Status
reports.

The OAG recommended that the variance analysis for compensation and non-
compensation line items be segregated on a line basis and reported to Council in
order to increase transparency and prevent surpluses in one area offsetting
deficiencies in another area  The recommendation remains outstanding as
management continues to disagree.
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Acknowledgement
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audit team by management.
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4.6 Follow-up to the 2007 Audit of the Carp River Watershed
Study and Related Projects

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2007 Audit of the Carp River Watershed and Related Studies
was included in the Auditor General 6s Audit

The key findings of the original 2007 audit included:
e Parts of the study and related projects were incomplete or erroneous.

e A possible conflict of interest may exist even if the requirement of the code of
ethics of the Professional Engineers of Ontario was met. The Auditor General
had concerns that an engineering firm worked concurrently for both the project
devel operds | andowners group and the City
exacerbated by the fact that the City of
landowners gro up while at the same time reviewing and approving the studies
and reports.

e Studies and reports completed as part of the Kanata West development did not
satisfy some provincial and City policies.

e Technical design components of the studies and reports were based on
erroneous drainage areas and did not properly calculate the volumes of runoff.
For instance, peak water levels in some parts of the Carp River could be more
than a metre higher than indicated in the design modelling.

e The City should require dev elopers to correct, at no cost to the taxpayers, the
design errors prior to proceeding further with the development.

e The City should ensure such potential conflicts do not occur in the future as they
put the professional engineering firm in the position of having two masters.

e Based on legal advice, the results of audit work concerning the Glen Cairn
development were not included in the report.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of Fall 2009 and Fall 2010.
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PERCENTAGE OF
NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - - -
ACTION INITIATED 2571 49 - - i
PARTIALLY COMPLETE 5071 74 - - -
SUBSTANTIALLY COMPLETE|75 T 99 2,6,8 3 230
COMPLETE 100 133 4.5,7,910,11, 12, 10 779
TOTAL 13 100%
2. The table below outlines managementds asse
each recommendation as of Fal lasseséntert. i n r
These assessments have not been audited.
PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - - 7
ACTION INITIATED 2571 49 - - -
PARTIALLY COMPLETE 5071 74 - - i
SUBSTANTIALLY COMPLETE[75 T 99 2 1 8%
COMPLETE 1,3,4,5,6,7,8,9,10, 11,

100 12,13 12 92%
TOTAL 13 100%

Conclusion

For the recommendations where management agreed or agree in principle,
management has been dutiful in implementing them, as evidenced by the large
number of completed recommendations in the Summary of the Level of
Completion .

There were three recommendations where management originally indicated
disagreement in the management responses. The update/status comment indicates
that some action has been taken which we consider a positive response to the
findings of the audit.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management
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4.7 Follow-up to the 2007 Audit of Parks and Recreation Branch
EXECUTIVE SUMMARY

Introduction
The Follow-up to the 2007 Audit of the Parks and Recreation Branchwas included
in the Auditor Generalds Audit Pl an.

At that time, management agreed with 17 of the 21 proposed recommendations.
The original audit raised issues in the following areas:

e City needs a stronger leadership and oversight of the Parks and Recreation
programs and facilities;
e Absence of a Recreation Master Plan;

e Lack of overall direction impacting low -income residents, people with
disabilities and French language programming;

e Little management reporting at all levels of the branch to facilitate decision -
making;

e Need to implement more processes to ensure a consistent approach to
program and fee determination; and,

e Develop tools and reporting mechanism to ensure proper oversight and
accountability of the individual facilities.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of February 2010

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS[RECOMMENDATIONS

LITTLE OR NO ACTION 07 24 - -

ACTION INITIATED 2571 49 2,5, 7 3 14%

PARTIALLY COMPLETE 5071 74 6,12, 16, 18, 19, 20 6 29%

SUBSTANTIALLY COMPLETE|75 T 99 1,8,9,13,14 5 24%

COMPLETE 100 3, 4,10, 11, 15, 17, 21 7 33%

TOTAL 21 100%
2. The table below outlines managementds

each recommendation as of Fall 2010 i

These assessments have been validated through discussions withmanagement.
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PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 -

ACTION INITIATED 257 49 2,7 2 9%
PARTIALLY COMPLETE 5071 74 6, 12, 16, 19, 20 5 24%
SUBSTANTIALLY COMPLETE|75 T 99 8, 9, 13, 14 4 19%
COMPLETE 100 18321 510,11, 15, 17, 10 48%
TOTAL 21 100%

Conclusion

The October 2008 corporate reorganisation (Phase Ill) saw the Parks and Recreation
Branch dissolved and the establishment of the present Parks, Recreation and
Cultural Services Department. Notably, the present department no longer includes
Child Care; however, now contains Cultural Services. The reorganization has
impacted some recommendations. Within the past year, progress towards full
implement ati on of the auditds
Recreation Master Plan as well as the completion of the threeyear Marketing Plan.
Consequently, implementation of many recommendations has been impacted
and/or delayed.

The need for a Recreation Master Plan was first identified in 2002 but as stated in
the original audit, it was only in April 2007 that the branch (now department)
started with its preliminary meeting s for this endeavour. Management made three
white papers available to the public in May 2009, with a view of receiving public
input until August 2009. Management advised that they anticipated that key
directions would be provided to Council in Q4 2009 with staff reporting back to
Committee and Council in Q1 2010 with the final Recreation Master Plan. The
consultation results including guiding principals and key recommendations for the
Recreation Master Plan were presented to City Council at their December 9, 2009
meeting.

The Recreation Master Planwas not complete as of January 2010 andas a resultfull

i mpl ementation of many of t he waspegdinghatl
the time of this follow -up. As well, as of January 2010, one of the seven
Community Associations that provide significant level of rec reational programming
out of City facilities had signed formal recreation programming/service agreements

in place.

There remains a requirement for performance measures of individual facilities.
Each facility marketing plans provide individual performance indicators and
measuring tools, however quarterly reporting of outcomes to Council occurs on
only four measures at the department |
data is useful at a very high-level but it does not provide any information or
analysis on performance by program, by facility, or by area. 06
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4.8 Follow-up to the 2007 Audit of Parks and Recreation Financial
Management and Revenue Processes

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2007 Audit of Parks and Recreation Financial Management

and Revenue Processesvas i ncluded in the Auditor Gener
The key findings of the original 2007 audit included:

¢ A need to significantly tighten financial controls and place a greater emphasis
on reporting, both performance and financial,

e The majority of financial transactions were processed at the facility level but
with very limited controls set up to ensure that certain functions are only
performed by authorized staff; and ,

e Little reporting generated as a means of ensuring compliance to financial
policies and monitoring performance.

Summary of the Level of Completion

The table below outlines our assessment of the level of completion of each
recommendation as of February 2010.Subsequent | vy, management 0s
Fall of 2010 was in agreement with that assessment.

PERCENTAGE OF
NUMBER OF ITOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 -
ACTION INITIATED 257 49 20, 24b, 26b, 30b, 30c 5 9%
PARTIALLY COMPLETE 5071 74 30d, 32b 2 3%
SUBSTANTIALLY COMPLETE[75 i 99 32a 1 2%

1, 2, 3a, 3b, 3c, 3d, 4a, 4b,

5a, 5b, 5c, 5d, 5e, 6, 7, 8,

9, 10a, 10b, 11a, 11b, 12,

13, 14, 15, 16, 17, 18, 19, o
COMPLETE 100 21 22, 23, 244, 24c, 25, 51 86%

26a, 26¢, 27, 28, 29a, 29b,

30a, 31a, 31b, 33, 34a,

34b, 35, 36, 37, 38
TOTAL 59 100%

Conclusion

The October 2008 corporate reorganisation (Phase IIl) saw the Parks and Recreation
Branch dissolved and the establishment of the present Parks, Recreation and
Cultural Services Department. Notably, the present department no longer includes
Child Care however now contains Cultural Services.
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Management has successfully i mpl ement ed
recommendations. For the most part, we observed that the department has issued
many reminders, procedures and guidelines addressing the majority of the
recommendations. However, monitoring for compliance (e.g., that the procedures

and guidelines are being followed) could be strengthened. In some cases, there is

no evidence that a review took place and that the area managers were aware of
exceptions/situations. In other cases, there was no evidence that staff had reviewed
documents. Establishing a process where reviewed documents are dated, signed
and/or initialized as well as retained for an appropriate amount of time should be
considered.

Management indicated that they had completed a review of the Cash Handling &
Corporate Policy/procedure and that it was signed off March 31, 2009. However

the Cash Handling & Corporate Policy and procedures were not posted to Ozone

until the first week of Febr uary 2010. I n addition, i n
a dv i s emails &ereeissued to staff while the manual was being revised.

Systems, such as CLASS, can be configured with hard controls that impose
limitations. We observed that the department had not developed specific CLASS
routines, as recommended due to system limitations and departmental business

practices. However, to address the spirit of certain recommendations, we observed

that some mitigating controls had been established.

Positive change was observed in the issuance of a new Refund Policy specifically as
it pertains to having the Financial Support Unit ( FSU) perform non -point of sales
refunds. Improvement in staff accuracy to minimize refunds and reviews of the
special circumstances toensure fairness is encouraged.

We noted that the department continues to have outstanding receivables although
it has implemented its Pay Before You Play policy. In addition, we observed that
clients with an outstanding receivable over 30 days or greater were still allowed to

t h

register and therefore incurred additional

Interim Procedure for Review and Collection of CLASS A/R states:

1. FSU Account Manager meeting with Division and Area Managers at the
Quarterly Financial Review meeting (the month following the quarter) to review
AR reports.

2. Area/Division Managers must ensure that all outstanding balances in CLASS
are followed up and cleared by the next quarter.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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4.9 Follow-up to the 2008 Audit of the Children's Services Division
EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of the Childrends Services
included in the Auditor Generalds Audit Pl at

The key findings of the original 2008 audit included:

e The City of Ottawa is the only Ontario municipality that allocates fee subsidies
to child care agencies rather than directly to clients, resulting in an under -
utilization of fee subsidies and an overly complex budgetary process.

e Since the City allocates fee subsidies to agencies rather than the client, those
most in need are not necessarily receiving subsidies

e The City should explore the elimination of the allocation of fee subsidies to child
care agencies in favour of a client based fee subsidy system.

e Current income testing produces mixed results where those less needy may
occupy a subsidized space while those who require significant subsidies based
upon lower income are prohibited from obtaining a subsidized spot.

e The current approach to the Centralized Waiti ng List for subsidies does not
accurately reflect the true need in the community.

e There has been only Ilimited progress to address the issues and
recommendations contained in the 2006 Audit of the Ontario Works Child Care
subsidies.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of December 31, 2010.

PERCENTAGE OF
NUMBER OF TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 - -

ACTION INITIATED 2571 49 _ -

PARTIALLY COMPLETE |50 71 74 2,23, 28 3 11%
SUBSTANTIALLY . 1, 3,7, 8, 10, 12, 14, 15, 16, o
COMPLETE 75T 99 17, 18, 19, 20, 22 14 50%
COMPLETE 100 4,5, 6,9, 11, 13, 21, 24, 25, 11 39%

26, 27
TOTAL 28 100%
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2. Thetablebel ow outlines managementds assessment
each recommendation as of Wi nt er 2011 i n
These assessments have not been audited.

PERCENTAGE OF
NUMBER OF TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS

LITTLE OR NO ACTION 07 24 _ - -

ACTION INITIATED 251 49 - - -

PARTIALLY COMPLETE 5071 74 2,23, 28 3 11%

SUBSTANTIALLY 7571 99 1,3,7,8, 10, 14, 15, 17, 18, 12 43%

COMPLETE 19, 20, 22

COMPLETE 100 4,5,6,9,11, 12, 13, 16, 21, 13 46%

24, 25, 27, 27

TOTAL 28 100%

Conclusion

The Chil drenos Services Branch has mad e S i

particularly with respect to file content and documentation standards. The staff
and management were well engaged in the policy and procedure development
process and were apprecidive of the opportunity to be involved and make change.
However, both staff and management expressed concern regarding the resources
required to develop policies and procedures and the ability for staff to be objective
in their development. It was recognized, and we agree, that it is very difficult to be
objective when one performs the duties each day over several years. The policies
and procedures that have been developed by staff and management since 2008 need
to be reviewed by an objective source to ensure that no gaps exist and that all
legislative and provincial policies are appropriately reflected. This analysis could be
undertaken within the Branch from a different program or from outside the Branch
altogether. It is important, however, that staff and management be permitted to
provide input and feedback throughout the process. We also noted that the policies
and procedures do not contain description of processes in order to ensure that each
step is undertaken on a file in a consistent manner. We recommend that the policies
and procedures be supplemented with process maps with associated decision
points, roles and responsibilities.

A review of the self-employment policy should be undertaken to ensure that the
City is assessing income adequately inall cases Similarly, the newly documented
appeal policies and processes require further review to ensure clarify .

With respect to training, the Branch has undertaken a training program in the fee
subsidy program that is currently being evaluated to ens ure its comprehensiveness.
A similar approach should be undertaken with the other programs.
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The Ontario Works Child Care (OWCC) receipt process has much improved since
2008 with the introduction of the new electronic receipt. The result is a much
impro ved approach. The review of the receipts on an ongoing basis will be helpful
in identifying any further changes required in the future .

The Branchos r Enmpymen and Finaneial wssistance (EFA) (which
became Social Services Operations Banch) has improved and participation
agreements with OWCC clients are generally current. However, the meetings that
were to occur between EFA and the Branch have not been regular to ensure that
information is shared. The Branch has issued payments to clients in a few cases
where activities were not up to date and documented. We recommend that a long
term, semi-annual schedule be developed and adhered to.

Finally, the introduction of full day kindergarten has had significant, long term
impacts on the delivery of childcare services in the province and the City. The
newest directives require that the fee subsidies follow the child rather than be
assigned to childcare agenci es. Consequent
is naturally changing to a child based subsidy approach. This will mean changes in
the manner in which the City operates as well as the agencies. The current budget
process will continue to change. That being said, in the interim, the Branch has
made some significant changes to the budgetary process with Purchase of Service
childcare agencies. Although some complications remain, the introduction of the
Child Care Service Provision Price Index (CCSPPI) has significantly simplified the
process and has shortened the timeframe for budgetary approval.

Although the Branch has some work to do, particularly in the policy and procedure
development area, there has been significant progress. The Branch has been
tracking this progress and recognizes the areas that are still under development.
We recommend that this improvement process continue and that the Branch
include a progress report at each Branch meeting.
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4.10 Follow-up to the 2008 Audit of the Assessment and
Monitoring of Eligibility for Social Housing Subsidies

Introduction

The Follow-up to the 2008 Audit of Assessment and Monitoring of Eligibility for
Social Housing Subsidieswasincuded i n the Auditor General 0:

The key findings of the original 2008 audit included:
e Management controls and oversight functions need to be strengthened.

e There is a perception among some citizens that there is abuse in this area, and
that the lack of consistency in many areas creates the real risk that these
concerns are more than just perception

e Procedures need to be formalized to guide the staff in carrying out their duties .

e Service Agreements between the City and housing providers need to be
properly executed and retained on file .

e The annual reconciliation process between the City and housing providers is
often significantly delayed.

e The current approach to the Centralized Waiting List for subsidies does not
accurately reflect the true need in the community.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of December 2010.

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 -

ACTION INITIATED 2571 49 -

PARTIALLY COMPLETE 5071 74 3,5 2 12%
SUBSTANTIALLY COMPLETE [7571 99 1,4,6,7,9, 14, 15, 17 8 47%
COMPLETE 100 2, 8,10, 11, 12, 13, 16 7 41%
TOTAL 17 100%
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2. Thetablebelowout | i nes management 06s assessment

each recommendation as of Wi nter 2011
These assessments have not been audited.

PERCENTAGE OF
NUMBER OF ITOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 -

ACTION INITIATED 25171 49 -

PARTIALLY COMPLETE 5071 74 3,5 2 12%
SUBSTANTIALLY COMPLETE [7571 99 4,6,7,9, 14, 15, 17 7 41%
COMPLETE 100 162 8,10,11,12, 13, 8 47%
TOTAL 17 100%

Conclusion

Overall, management has made substantial efforts to complete the
recommendations from the 2008 Audit of Assessment and Monitoring of Eligibi lity
for Social Housing. One of the most prevalent management responses to the
recommendations is the creation of the Policy and Procedures Manual and, sinceit
is almost complete at the time of this follow-up audit, many of the
recommendations were found to be substantially complete. However, it is
important to note that the Manual is still in draft form and has not yet been
approved or implemented. Management plans to make the Policy and Procedures
Manual official by December 31, 2010

Management has not taken action on Recommendations 11 and 12 due to the fact
that they are not in agreement with the recommendations as follows:

e Recommendation 11 refers to management seeking Council direction on the
desire to petition the Ministry of Municipal Affairs and Housing to allow the
City to require confirmation that anyone claiming abuse has commenced legal
proceedings. Management is not in agreement due to the fact that the Social
Housing Reform Act (SHRA ) disallows this practice.

e Recommendation 12 refers to the Registry reducing the types of documents that
establish that a household meets the residency eligibility requirements.
Management and the Registry feel that other forms of documentation may be
acceptable (such asOntario Works (OW) slips or Ontario Disability Support
(ODSP) slips) due to the fact that OW and ODSP have rigorous standards which
must be satisfied confirming residency status before funds are issued. While
this may be the case, management would need to be in a position to have
evidence that the OW and ODSP processes for verifying residency are in place
and operating effectively to make this assumption.
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Managementd s posi ti on i s t hdofth€e recommendatwres,sas i nf or |
well as their response to them and no request was made by Council to take any

action. Therefore, they do not intend to take further action with respect to these

two recommendations. A ssuch, no further resolution is require d.
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4.11 Follow-up to the 2008 Audit of Information Technology
Capital Expenditures and Project Approval Process

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of IT Capital Expenditures and Project Approval

Processwas i ncluded in the Auditor General ds Au
The key findings of the original 2008 audit included:

e The City needs to have a more consistent approach to setting its Information
Technology (IT) priorities;

e The escalation/resolution process for disputes arising from the priority -setting
process has not beerclearly documented;

e While the recommendations arising from t he
Force have yet to be implemented, management anticipates they will be in place
by the time the 2010 budget is presented to Council;

e The role of Executive Management Committee as the final approval authority
should be clarified;

e The current process allows departments to receive budget approval before
projects have been prioritized; and,

e There is a need to centralize IT capital funding under a single authority.

Summary of the Level of Completion

The table below outlines our assessment of the level of completion of each
recommendation as of December 2010. Subsequentl vy, management o
the Winter of 2011 was in agreement with that assessment.

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - -

ACTION INITIATED 2571 49 - -

PARTIALLY COMPLETE 5071 74 - -

SUBSTANTIALLY COMPLETE 7571 99 11,12 2 14%
COMPLETE 100 10212 1'45 6.7.8,9, 12 86%
TOTAL 14 100%
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Conclusion

In response to the budgeting and capital expenditure recommendations, the audit
recommendations have been fully addressed, through the implementation of
quarterly reporting, for both IT -owned and client owned capital expenditures.

The updating of Portfoli o Value Management Framework (PfVM) process and its
associated tools has fully addressed the majority of the audit recommendations
from the 2008 Audit of Information Technology Capital Expenditures and Project
Approval Process. The updates included:

e Providing overall guidance on Initiating an IT Project (using a 5 -step approach);
e The identification of project owners for all projects;
e The requirement of a Concept Value Case;

e The distinction of projects which are transformational in nature from those
which are sustaining or operational;

e The development of formal priority setting criteria and tool, through the
creation of the Business Value Index (BVI) Scoring Tool to aide in the
prioritization of projects prior to seeking funding approval;

e The review by the Technology Architecture Panel (TAP) to ensure overall
feasibility and performance of options analysis;

e The requirement of Business Case Template for all growth and transformation
projects;

e The clarification of voting rights for the Value Assessment Panel (VAP);

e The requirement that all projects are reviewed by the VAP or Mini -VAP
(depending on project size and cost) review prior to approval by Council;

e The communication of value score and relative priority for all IT initiatives
using the Project Scoring S¥immary; and

e The development of a new escalation process and the clarification of the
Executive Management Committee (EMC) as final authority.

One area not fully addressed, but substantially addressed, was the formal and
informal communication of overall re quests and the informal communication of ITS
capacity to address those requests.

Beyond this, the Project Management Office (PMO) maintains all of the documents
related to the new prioritization process and continues to monitor their progress.

The PMO has committed to making continuous process improvements as potential
changes are identified.
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4.12 Follow-up to the 2008 Audit of the Long Term Care Branch
EXECUTIVE SUMMARY

Introduction

The Follow -up to the 2008 Audit of the Long Term Care Branch was included in the
Auditor Generalds Audit Pl an.

The key findings of the ori ginal 2008 audit included:

e The Cityods Long Term Car e Branch needs |
managing residentsd trust haecwereohtrgestoThe a
residentsd trust accounts t hat di d not
authorization, and staff in the homes do not have access to adequate information
to determine whether or not a particular
account.

e Overall, the Branch is providing quality care to residents living in the well -
maintained City ho mes. However, the report makes a number of
recommendations for improvement and suggests that the Branch:

e Develop policies and procedures for the management of trust accounts that
are reflective of legislative standards and regulations and which clearly
define the respective roles and responsibilities;

¢ Implement an annual review process for each resident/family to ensure that
the fees charged to the trust are agreed to;

¢ Review the legislative standard for mandatory training, measure adherence
and revise acwrdingly;

e Develop a process by which compliance plans are centrally vetted prior to
submission for consistency; and,

e Review purchasing practices to ensure appropriate segregation of duties, and
that documentation and settlement processes are implemented.

Snce the original Audit was undertaken in 2008, a new piece of legislation
governing the operations of all Long Term Care Homes across the province has
been put into force. As of July 1, 2010, the City of Ottawa Long Term Care Homes
are required to comply with the Long-Term Care Homes Act, 2007 and its
regulations. This legislation and its regulations have brought substantial change to
the sector. While the Branch and its four homes have been diligent in responding to
these new requirements, this follow-up audit review is not intended to assess
operations as per the LTCH Act. Rather, the review of the recommendations and
the assessment of percentage completion are based on or consistent with the
requirements at the time of the original audit in 2008.
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Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of February 16, 2011.

PERCENTAGE OF

NUMBER OF [TOTAL

CATEGORY % COMPLETE |RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 01 24 - - -
ACTION INITIATED 251 49 27,56, 57 3 4%
PARTIALLY COMPLETE 501 74 2,39 2 3%
SUBSTANTIALLY
COMPLETE 757 99 6, 17, 30, 43, 45, 46, 47, 48, 49, 50, 59 11 15%

1,3,4,5,7,8,9, 10, 11, 12, 13,14, 15,

16, 18, 19, 20, 21, 22, 23, 24, 25, 26, 28,

29, 31, 32, 33,34, 35, 36, 37, 38, 40, 41,

42, 44, 51, 52, 53, 54, 55, 58, 60, 61, 62,

63, 64, 65, 66, 67, 68, 69, 70, 71,72, 73,
COMPLETE 100 74, 75 59 79%
TOTAL 75 100%
2. The table below outlines mavelafgenpetiontob s

each recommendation as of Winter 2011 in response to the OAG assessment.
These assessments have not been audited.
PERCENTAGE OF
NUMBER OF ITOTAL

CATEGORY % COMPLETE |RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 01 24 27 1 1%
ACTION INITIATED 2571 49 - - i
PARTIALLY COMPLETE 5071 74 39 1 1%
SUBSTANTIALLY .
CoMPLETE 757 99 17, 47, 48, 49, 56, 57, 59 7 10%

1,2,3,4,5,6,7,8,9, 10, 11, 12, 13,14,

15, 16, 18, 19, 20, 21, 22, 23, 24, 25, 26,

28, 29, 30, 31, 32, 33, 34, 35, 36, 37, 38,

40, 41, 42, 43, 44, 45, 46, 50, 51, 52, 53,

54, 55, 58, 60, 61, 62, 63, 64, 65, 66, 67,
COMPLETE 100 68, 69, 70, 71,72, 73, 74, 75 66 88%
TOTAL 75 100%
Conclusion
In conclusion, we found that there has been significant effort over the past two
years by the Branch b meet the recommendations contained in the original audit.
The Branch has evolved significantly whereby the four homes work together for the
overall benefit of residents. There is evidence of growth and evolution of the
OBrancho mod el wi t h standardi zati on i n
This can only be done with strong leadership, which we witnessed. For some

recommendations, although there remains minor action to be completed, a rating of
100% complete has been given.
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This has occurred in a time of significant change in the long term care sector. There
are clear partnerships being formed between the Branch and the corporate services
such as the FSU, PublicWorks, Corporate Health and Safety and Infrastructure
Services. Further, implementation of systems and technologies supported by
Information Technology Services and the vendor partners has improved efficiencies
and effectiveness at the operational level. Managers and staff have embraced the
changes and have supported their staff throughout the changes. This is not to say
that there are no outstanding recommendations, such as trust management policies.
However, management has indicated that these items are being addressed and
evidence indicates that this is the case.

We witnessed a highly motivated group of professionals that share a common
purpose and commitment to improvement and quality. The resident and family
surveys clearly show that the service provided by the homes is excellent and
continues to improve.
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audit team by management.
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4.13 Follow-up to the 2008 Audit of the Ottawa Paramedic Service
EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of the Ottawa Paramedic Service was included in
the Auditor Generalds Audit Pl an.

The key findings of the origina | 2008 audit included:

e The City should consider replacing its existing method of dispatching
ambulances and bring it in line with the North American standard. The City is
currently using a model of assessing calls for ambulances that is both inefficient
and inaccurate. The result is that an abnormally high number of calls are
misidentified as life threatening, creating an unsustainable burden on the
service;

e In 2007, approximately 85% of all calls received were categorized as requiring a
ol i ght s aesmbnse dompanredwith 35-40% using the North American
standard triage methodology;

e The Province currently requires the use of this ineffective mechanism despite its
shortcomings;

e Of the over 85,000 calls dispatched as lifethreatening, only 21,000 were &tually
transported to hospital as emergencies;

e The high number of calls identified as life -threatening means that frequently the
City has very few, and in many cases, no ambulances available for other
responses;

e Patient offload delays at Ottawa hospitals are a major driver of response time
erosion in City land ambulance services; and,

e The City budget process has failed to supply regular and timely ambulance
staffing growth increments to keep pace with ongoing call volume increases
occurring between 2001 ard 2008.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of December 2010:
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PERCENTAGE OF
NUMBER OF ITOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 4,6,11, 17, 25, 26 6 18%
ACTION INITIATED 257 49 30, 34 2 6%
PARTIALLY COMPLETE 5071 74 - - -
0,
SUBSTANTIALLY COMPLETE |7571 99 2,7,810,19,20 6 18%
1,3,5,9, 12,13, 14, 20 58%
15, 16, 18, 21, 22, 23,
COMPLETE 100 24, 27, 28, 29, 31, 32,
33
TOTAL 34 100%
2. The table below outlines managementds asse
each recommendation as of Winter 2011 in r
These assessments have not been audited.
PERCENTAGE OF
NUMBER OF TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS|RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 6, 11 2 5%
ACTION INITIATED 257 49 17, 25, 26, 27, 30, 34 6 18%
PARTIALLY COMPLETE 5071 74 - - -
. 1,2,7,10, 19, 20, 21, 22, 11 33%
SUBSTANTIALLY COMPLETE|75 T 99 23, 32,33
3,4,5,8,9, 12, 13, 14, 15 44%
COMPLETE 100 15, 16, 18, 24, 28, 29, 31
TOTAL 34 100%
Conclusion

Management has made significant progress in completing or rigorously addressing

three quarters of outstanding recommendations associated with the original 2008

Audit of Paramedic Service. A number of o0no
be acted upon by the Paramedic Service or management for valid timing reasons o

these O0no acti ond as s meosrepnesenttasackmfycommineent OAG d o
on the part of the Paramedic Service or management.

Of particular note from an audit follow -up perspective is the pivotal role played by
the recently completed Paramedic Service 20112020 Master Plan. The 2012020
Master Plan has comprehensively addressed/resolved a wide range of complex
system planning, operational and performance measurement/reporting challenges

originally raised in the 2008 Audit of Paramedic Service. The remaining
outstanding 2008 audit recommendations should be addressed by a series of issue
specific special projects and reports to be executed/conducted in 2011.
Management compliance with al most all outstanding 2008 audit recommendations
(i.e., 95% compliance rate) should be achieved no later than end of Q1 2012.
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4.14 Follow-up to the 2008 Audit of Building Code Services
Process for 215 Preston Street

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of the Building Code Services Process for 215
Preston Street was included in the Auditor ¢
The key findings of the original 2008 audit included:

e The owner proceeded with demolition and the renovations without the
appropriate demolition and building permits;

e During the time from the last Stop Work Order, the City Inspector did not
monitor the site;

e Staff had the duty to enforce the legislative requirements of the Building Code
but did not;

e The City issued a Partial Occupancy Permit without having received all the
required professional engineer and architect reports; and,

e The City should have used stricter methods to prevent what appears to be
blatant disregard for the Code, the Building By -law and the requirements of the
policies, guidelines and standards.

Summary of the Level of Completion

The table below outlines our assessment of the level of completion of each
recommendation as of September 30,2010. Subsequent |l vy, managemen !
in the Spring of 2011 was in agreement with that assessment.

CATEGORY % COMPLETE RECOMMENDATIONS NUMBER OF PERCENTAGE OF
RECOMMENDATIONS [TOTAL
RECOMMENDATIONS
LITTLE OR NO ACTION 071 24
ACTION INITIATED 257 49
PARTIALLY COMPLETE 5071 74 2,5 2 17%
SUBSTANTIALLY COMPLETE [7571 99 -
COMPLETE 100 113;21' 6.7.8,9,10, 10 83%
TOTAL 12 100%
Conclusion

The City has addressed all the recommendations of the original audit, and has
completed most of them. The two recommendations that are not complete are in
progress and, in our opinion, the process for completing them appears sound.
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4.15 Follow-up to the 2008 Audit of Hospitality and Other Ethical
Matters

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of Hospitality and Other Ethical Matters was
included in the Auditor Generalds Audit Pl at

The key findings of the original 2008 audit included:

e Since a City echle nmadyrer2003 prchibiting City staff from
accepting gifts, entertainment and hospitality, virtually all such activity has
stopped.

e Prior to the City Manager s memo of June 1
was widely prevalent throughout the Corporation. There was a very positive
change after this time, as nearly all staff have adhered to the new directive.

e However, the audit conclude d that some employees continue to have close
personal relationships with suppliers or have a conflict of intere st and there
remains a need for vigilance, to ensure that former practices are not revived.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of December 2010

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS

LITTLE OR NO ACTION 071 24 - -

ACTION INITIATED 2571 49 - -

PARTIALLY COMPLETE 5071 74 7 1 14%

SUBSTANTIALLY COMPLETE |7571 99 1,2,3,4,6 5 72%

COMPLETE 100 5 1 14%

TOTAL 7 100%
2. The table below outlines managementds asse

each recommendation as of Winter 2011 in r

These assessments have not been audited.
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PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - -

ACTION INITIATED 2571 49 - -

PARTIALLY COMPLETE 5071 74 7 1 14%
SUBSTANTIALLY COMPLETE |7571 99 1,4,6 3 43%
COMPLETE 100 2,3,5 3 43%
TOTAL 7 100%

Conclusion

The majority of the recommendations made in the original 2008 audit have at least
been partially implemented, including one which has been fully completed.

Progress on some recommendations might appear to have been slow, however, a
new Code of Conduct has a major impact, with the objective of a culture change.
There were consultations at executive and management levels, with staff
associations, and with the Corporate Services and Economic Development
Committee (CSEDC). The Code was officially distributed in the third quarter of
2010. Some parts of the recommendations still need to be put in place and there
remain some small gaps.

There is only one recommendation for which management had initiated

implementation, and th en decided to stop the implementation process, and for
which there is a significant gap. The gap is for the ITS retention period of purging
all calendar emails older than 90 days, and the change in the retention period to two
years, which represents the statutory limitation period.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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4.16 Follow-up to the 2008 Audit of Parking Function
EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of the Parking Function was included in the
Auditor Generalds 2010 Audit Pl an.

Recommendations 1, 2, 3, 6, 7, 12 and 1ihat were assessd as 100% complete by the
OAG in the 2009Interim Follow -up of the 2008 Audit of the Parking Function were
not followed up during this audit .

The key findings of the original 2008 audit included:

There is no overall strategy to manage the entire parking operations within the
City of Ottawa.

No plan exists that encompasses all aspects of parking including zoning
changes, cashin-lieu, residential on-street permits, new areas, rate setting and
on and off-street operations.

There has not been a lead group responsible for the overarching parking
function at the City to ensure an appropriate and coordinated direction.

Management will develop a park ing management strategy that is strongly
aligned with the Audit. With respect to parking occupancy rates, Management
agrees to undertake a comprehensive study, as part of the overall strategy.

Several areas, some outside the responsibility of the ParkingOperations Section,
are not being proactively and comprehensively managed.

The City is collecting, on average, fees based on occupancy of only 23 hours per
weekday per parking space. Management should conduct a review of parking
occupancy rates.

No formal , standard reviews of revenues are in effect to ensure dollars collected
is reasonable based on past experience.

Meters are not tested regularly to ensure they are working.

Summary of the Level of Completion
1. The table below outlines our assessment of the ével of completion of each

recommendation as of December 2010
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PERCENTAGE OF
NUMBER OF ITOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - - -
ACTION INITIATED 2571 49 10, 11 2 11%
PARTIALLY COMPLETE 5071 74 4,9, 14 3 18%
SUBSTANTIALLY COMPLETE [7571 99 5, 8, 16 3 18%
COMPLETE 100 172 3,6,7,12,13,15, 9 53%
TOTAL 17 100%
2. The table below outlines managementds
each recommendation as of Winter 2011i n r esponse to the
These assessments have not been audited.
PERCENTAGE OF
NUMBER OF ITOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - - -
ACTION INITIATED 25171 49 10, 11 2 11%
PARTIALLY COMPLETE 5071 74 - - -
SUBSTANTIALLY COMPLETE [7571 99 4,5,8,9, 14, 16 6 36%
1,2,3,6,7,12, 13,

COMPLETE 100 15,17 9 53%
TOTAL 17 100%
Conclusion

Parking Operations is recognized as having made significant strides in addressing
the recommendations of the 2008 Audit of the Parking Function. A comprehensive
Municipal Parking Management Strategy has been developed and approved by
Council, substantial progress has been made in building a supportive operational
and performance measurement framework, and integrating parking planning has
been reinforced within municipal priorit y policies such as the Official Plan and
Transportation Master Plan.

Parking Operations specifications and current documentation identifies a series of
measurements that would appear to significantly leverage Pay-and-Display
technology to increase the availability of detailed and disaggregated parking
revenue, maintenance and utilization information. While only fully implemented
late in the summer of 2010 and not yet fully operational, system reports are
expected to routinize the collection of timely and comprehensive performance and
audit information. Proposed Pay -and-Display variance and compliance reports will
include parking revenue and o ccupancy discrepancies by geographic areas. This
departmental initiative is expected to enable the Department to address key 2008
Audit concerns.
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At the conclusion of the follow -up audit review and interviews, it remained un clear
what internal processes and staff responsibilities have been installed to analyze new
data streams, to provide the necessary reporting narrative that would qualify key
variances and lessons learned Moreover it remains unclear what measures will be
used to determine administrativ e and contractual compliance with performance
standards, most notably the Pay and Display Contract Revenue Guarantee

Limited progress is being made in addressing 2008 Audit recommendations on
continuing systemic uncertainties involving the Cash -in-Lieu policy, surface lots
and on-street parking. Parking Operations has not identified a comprehensive
approach to this issue; relying instead on infrequent neighbourhood Local Area
Parking studies.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.

Overall Management Response

Significant progress has been made to addre
unclear business processes and staff responsibilities as noted in Recommendations
4,5 and 14.

Comprehensive business processes were being analysed at the time of the followup
audit fieldwork, and have now been finalized and documented by KPMG. These
business processes clearly identify staff roles and responsibilities related to the
reporting of new data streams and are in the process of being fully implemented. A
copy of this work is available for review if desired. In the interim, staff are
conducting regular monthly reconciliations of revenues against cash/credit card
summary reports and audit tapes from the parking payment equipment to ensure
that all revenue streams are accurate and fully accounted for.

With regard to the OAG6s finding that there
to evaluate surface lots and onstreet parking, the implementation of the Council -

approved Municipal Parking Management Strategy provides exactly that. Funding

and resourcing levels allow for two Local Area Parking Studies to be undertaken

each year. This represents an orgoing process that is required in order to properly

consider the impact of parking changes on the local parking system and to fully

consult with local stakeholders.
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4.17 Follow-up to the 2008 Audit of Sick Leave Management
EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of Sick Leave Management was included in the
Auditor Generalds Audit Pl an.

The key findings of the original 2008 audit included:

e Decreasing sick |l eave is not, at present,
management program. A fundamental goal of any attendance management
program should be to decrease sick leave. Unless the City clearly establishes
such a goal, decreasing sick leave will continue to represent a challenge for the
City;
e For 2007, City employees averaged 10.6 paid sick days per eligple employee,
costing taxpayers approximately $27.8 million;

o City staff feel that corporate policies do not clearly define the roles of respective
managers and staff in the sick leave management process;

e Managers perceive that some employees look at shot-term sick leave as a
benefit owed to them and not for bona fide short -term disability; and,

e Some medical certificates were found to be unsatisfactory and/or questionable,
but nonetheless were accepted.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of Winter 2010.

PERCENTAGE OF
NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 25, 28 2 6%
IACTION INITIATED 2571 49 6, 13, 27, 31b 4 12%
PARTIALLY COMPLETE 501 74 15, 19, 20, 23, 24, 26, 30 7 20%
SUBSTANTIALLY COMPLETE  [757 99 5,7, 14,21, 29, 32 6 18%
Compiere 100 16, 17 150 18b, 22. 312 15 as5n
TOTAL 34 100%
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2. Thetablebel ow outlines management &8s assessment
each recommendation as of Spring 2011 in response to the OAG assessment.
These assessments have not been audited.

PERCENTAGE OF
NUMBER OF ITOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - - i
IACTION INITIATED 2571 49 13, 27, 31b, 3 9%
PARTIALLY COMPLETE 501 74 28, 30 2 6%
SUBSTANTIALLY COMPLETE  [757 99 14, 15, 23, 26, 4 12%

1,2,3,4,5,6,7,8,9, 10,

11,12, 16, 17, 18a, 18b,
COMPLETE 100 19, 20, 21, 22, 24, 25, 29,

31a, 32 25 73%)
TOTAL 34 100%
Conclusion

Management has made considerable progress in implementing the
recommendations from the 2008 Audit of Sick Leave Management. While all
actions were not implemented within the timeframes originally envisioned in the
management responses to the 2008 audit, overall good progress has been made
with the City implementing or having substantially implemented 62% of the audit
recommendations.

The 2005 to 2010 average sick bve days per City employee compared to the City of
Toronto and the Toronto Transit Commission are as follows:

TABLE 1. 20052010 Average Sick Leave Days Per Employee

City of Toronto Toronto Transit
Year City of Ottawa (1) Commission (2)
2005 10.3 8.7 Did not obtain
2006 10.1 7.6 Did not obtain

10.6

2007 7.9 12.6
2008 9.9 8.0 13.2
2009 103 7.8 12,9
2010 107 10.4 13.0

(1) Source: City of Toronte20052007 AG audit report; 2002010 Human Resources

(2) Source: Toronto Transit CommissiériHuman Resources

Table 2 below compares the 2007 AMP average to the 2010 AMP average sick leave
days per employee for the four branches that we reviewed in greater detail in the
original 2008 audit.
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TABLE 2: Comparison: AMP - Average Sick Days 2007 vs.2010
Source: Human Resources Dept.

Average # Sick Days
Branch Year per Employee

Employment & Financial Assistance * 2007 13.9
Social Services Operations 2010 15.8
Ottawa Paramedic Service 2007 14.7

2010 13.2
Long Term Care 2007 12.0

2010 10.7
Traffic & Parking Operations 2007 10.3
Roads & Traffic Operations & Mtce 2010 11.6

* Name changed in 2010

We found that new procedures and processes were put in place to address the
concerns noted in the original audit. Some of the key elements include
strengthening AMP objectives to include decreasing sick leave; establishing top-
up/top down processes; and, clawing back of uncertified sick leave days greater
than provided under individual collective agreements.

Management's attention will now be needed to address the remaining
recommendations from the 2008 Audit of Sick Leave Management where effective
action is still pending or has not progressed to expected levels These areas
include:

e Issues surrounding the AMP databases remain; the process contains manual
steps, the database contains errors and the verification process could be
improved. Specifically, we found that:

e In November 2010, we were provided both AMP databases. In total, these
contained 12,270 City employees (i.e., 11,302 fultime employees and 968
part-time employees). As confirmed by Management in their response, 266
employees were missing from the databases (144 fulitime, 28 part-time and
94 employees who had resigned). These employees all had taken sick leave in
2009 but were not captured by AMP. This represents an error rate of 2.2%.

e We provided management with a list of 836 employe es whose sick leave in
SAP did not match the sick leave reported in AMP. These 836 employees are
in addition to the 266 employees whose sick leave was not captured at all in
either AMP databases.

e Management represented that employee absence trends are mortored,
however in some areas, there was little or no documentation to substantiate
that monitoring occurred.
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e The Inventory of Existing Temporary Modified Duties/Positions  (March
2010) provided during the audit requires further development and/or
enhancement. We found the inventory provided to be limited, unfinished,
and lacking in particulars of duties.

e Since September 2009the City recovers (claws back) pay for uncertified sick
leave days greater than what is provided under individual collective
agreements.

e The City has not established objectives or set measurable targets for the
decreasing sick leave and does not report to all levels of management as well
as City Council on the status of the set targets vs. improvements in
absenteeism; and, days t&en by branch as well as related costs each cycle.

e For the most part, the Cityds average
remained constant averaging 10.3 days/employee in 2009 and 10.7
days/employee in 2010.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.

Page68 Office of the Auditor General 2010 Annual Report



Ortawa

4.18 Follow-up to the 2008 Audit of Traffic Operations Division
EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of the Traffic Operations Division was included in
the Auditor Generalds Audit Pl an.

The key findings of the original 2008 audit included:

e Traffic management at the City is not guided by a strategy, goals or priorities,
making it difficult to ensure achievement of Council approved policies
identified in the Official Plan and Transportation Master Plan;

e The Traffic Operations Division did not use any performance measurement
systems to measure work conducted nor publish statistics on its performance to
Council, although there was a corporate initiative underway to characterize
performance measurements;

e Year-to-year planning is conducted in association with the corporate budget
process, but a strategic plan for the Division does not currently exist;

e The City relies completely on a single contractor for all traffic controllers used.
This leaves the City with no recourse should this contractor be unable to meets
its obligations;

e Sewral City employees were also employed by a private engineering firm which
conducts similar work for neighbouring municipalities; and,

¢ No action was taken by senior branch or departmental management to monitor
or assess the conflict of interest by these ermployees. This issue is the subject of a
separate audit report.

Summary of the Level of Completion

The table below outlines our assessment of the level of completion of each
recommendation conducted in January 2011Subsequentl y, managemen!
in the Spring of 2011 was in agreement with that assessment.
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PERCENTAGE OF
NUMBER OF ITOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS [RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 15 1 504
ACTION INITIATED 25171 49 - - i
PARTIALLY COMPLETE 5071 74 1,25, 17 4 20%
SUBSTANTIALLY COMPLETE [7571 99 - -

3,4,6,7,8,9, 10, 11,
COMPLETE 100 12, 13, 14, 16, 18, 19, 15

20 75%
TOTAL 20 100%

Conclusion

This follow -up audit recognizes that Traffic Operations Division (now Roads,
Traffic Operations and Maintenance Branch) has undergone substantial change in
management structure since 2008 including a comprehensive change in persons
occupying the three tiers of management responsibility over the Branch. Overall,
the Traffic Operations Branch has partially to fully implemented 95% of the 2008
audit recommendations.

Substantial achievement was in evidence, as follows:

Action has been initiated to alleviate over-crowding of staff and material
handling activities at the 175 Loretta Avenue facility. The amalgamation of
Traffic Operations with Roads and Maintenance has facilitated the sharing of
various City of Ottawa yards and buildings.

Staff reported positive change in the handling of Streetlight contracts. Staff
resources have been rationalized and the Street Lighting work unit now
reports to the Manager of Roads, Traffic Operations and Maintenance Branch.

Field testing of regulatory signs minimum retro -reflectivity has been
reinstituted by Traffic Operations.

Progress has started in the development of a Performance Measures (PM)
system within Traffic Operations. A framework approach for reporting on
unit performance has been developed and presentation of a complete PM
system is expected in 2012.

The Strategic Plan for the Unit is currently under development based on a
Terms of Reference presented to Council in 2009.

Management has started seeking alternative private sector involvement in
personnel and material resourcing. Staff reported an initial effort at p rivate
sector competition in material supply that resulted in an approximately 18%
reduction in unit costs on some traffic controller equipment, representing an
annual savings of approximately $49,000 over previous sole-sourced

Page70 Office of the Auditor General 2010 Annual Report



(@
Follow-up to the 2008 Audit of the Traffic Operations Division Oda\va

contracts. Management should continue to look for opportunities for cost -
effective alternate procurements in other areas.

e Efforts have been taken by Traffic Operations staff to document technical
manufacturing standards for some traffic controller equipment. This
development of wri tten technical standards is required when considering
private sector competitive bids for supply, and also represents a transfer back
to the City of technology developed through its traffic controller research and
development program.

¢ Management made efforts to reduce overtime, but overtime costs remain
generally high and many of the individual staff members identified as very
high overtime earners in the 2008 audit continue to earn significant overtime -
related compensation in 2010. For both 2009 and 200, total actual overtime
was over budget in the Division. Management indicates that the variance in
2010 was primarily attributable to the additional work created by the
economic stimulus funding the City received which the Traffic Operations
Division ha d to support and respond to.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.

Office of the Auditor General 2010 Annual Report Page71






Ortawa

4.19 Follow-up to the 2008 Audit of the City of Ottawa Water Rate

Introduction

The Follow-up to the 2008 Audit of the City of Ottawa Water Rate was included in
the Auditor Generalds Audit Pl an.

The key findings of the original 2008 audit included:

e The water rate being charged to the Township of Russell by the City of Ottawa
includes all known City costs;

e The water rate charged to the Township of Russell is the same as the rate being
charged to all City of Ottawa consumers and covers all currently known City
costs. However, some water related expenditures are currently unknown, such
as source water protection and long-term asset requirements and are not
included in the current water rate;

e The City does not, at present, have a detailed asset management plan in place;

e A water cost of service analysis (including an asset management plan gudy)
would be required to verify if water reserve balances are sufficient for long -term
system sustainability;

e The water rate should be revised to ensure full cost recovery once new financial
regulations take effect in 2010; and,

e The current fire protection charge is based on water meter size rather than the
value of the asset being protected resulting in below average revenues for a
municipality the size of Ottawa.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of Fall 2009.

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 071 24 - -

ACTION INITIATED 2571 49 3 1 12.5%
PARTIALLY COMPLETE 5071 74 1,2,4,6,7 5 62.5%
SUBSTANTIALLY COMPLETE |7571 99 5 1 12.5%
COMPLETE 100 8 1 12.5%
TOTAL 8 100%
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2. The table below outlines management 0s
each recommendation as of Summer 2010n response to the OAGO assessment.
These assessments have not been audited.

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - -

ACTION INITIATED 2571 49 - -

PARTIALLY COMPLETE 5071 74 - -

SUBSTANTIALLY COMPLETE [7571 99 - -

COMPLETE 100 1,2,3,4,56,7,8 8 100%,
TOTAL 8 100%

Conclusion

We believe that progress has been made with regards to the recommendations put
forward in the 2008 Audit of the City of Ottawa Water Rate. While full

implementation of some significant and extensive recommendations (i.e., the Cost,
Revenue and Rate Study) are not yet complete, the basic fundamentals are in
place/in progress, and a steady progression towards the desired results has been
observed.

The Cost, Revenue and RateStudy is intended to incorporate information on the
fire supply charge, the integrated asset management plan, and the inclusion of the
requirements of O. Reg.45307 within financial plans .

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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4.20 Follow-up to the 2008 Audit of the 2006 Sewage Spill
EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of the 2006 Sewage Spill was included in the
Auditor Generalds Audit Pl an.

The key findings of the original 2008 audit included:

e The 764 million litre sewage spill into the Ottawa River was mainly the result of
i ncompetent management of t spdl wasibroyglat s
about by inadequate preventative maintenance and a lack of proactive
equipment management.

e Once the event had occurred, a culture of either not understanding, or
disregarding, the significance of sewage spills took over and the event was
never viewed as noteworthy. The audit found that legislative requirements
were ignored and the managers responsible, all of them professional engineers,
failed to perform the duties required of their positions.

e A number of other professional staff at the City failed to recognize the
significance of the spill or the responsibility for ensuring these incidents were
given proper attention.

e An additional four unreported sewage spills have occurred since 1998 bringing
the total to 16. Management has already reported two of these spills to the
Ministry of the Environment ( MOE), representing a minimum of 18 million
litres. Of the two other spills, one represents approximately 165,000 litres of
sewage while the other cannot be estimated, as data was not made waailable to
the Auditor General.

e The report recommended a complete overhaul of the maintenance and safety
procedures and the process for monitoring of sewage flows and that the City
consider pursuing a complaint with the Professional Engineers of Ontario
concerning the professional engineering staff identified in the audit.

e The audit also recommended that the City re-examine and improve its
communication and repor ting protocols regarding legislative compliance issues
across all departments to ensure thatsenior managers, Council and regulatory
bodies are informed in a timely manner.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of December 2009.
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PERCENTAGE OF

NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - -
ACTION INITIATED 2571 49 4 1 17%
PARTIALLY COMPLETE 5071 74 - -
SUBSTANTIALLY COMPLETE [7571 99 2,5 2 33%
COMPLETE 100 1,3,6 3 50%)
TOTAL 6 100%
2. The table below outlines managementds

each recommendation as of Summer 2010n response to the OAGO assessment.
These assessments have not been audited.

PERCENTAGE OF
NUMBER OF [TOTAL

CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - -

ACTION INITIATED 2571 49 - -

PARTIALLY COMPLETE 5071 74 - -

SUBSTANTIALLY COMPLETE [7571 99 4 1 17%
COMPLETE 100 1,2,3,5,6 5 83%
TOTAL 6 100%

Conclusion

City of Ottawa staff has done a good job in addressing the recommendations of the
2008 Audit of the 2006 Sewage Spill. A number of recommendations are complete
or substantially complete and only one has limited action.

A number of maintenance policies and standard operating procedures (SOPs) have
been developed for regulators that help bring the City into compliance with
legislation as well as the American Water Works Association (AWWA) guidelines.
The regulators are now being sSeserecday
and include a visual inspection of the overflow pipe and the orifice downstream of
the regulator gate. The regulators are also being inspected after heavy rainfall to
ensure that the regulator gate has returned to its proper position. A Spill Reporting
Protocol has been created that outlines the process for reporting Combined Sewer
Overflows (CSOs) and Sanitary Sewer Overflows (SSOs) which includes the
notification of the MOE Spills Action Centre. This Protocol also gives a list of
important contacts that includes downstream water treatment plants, Ottawa Public
Health Department, Emergency and Protective Services, and a list of selected City
of Ottawa staff. It will be important to ensure that these contact lists are updated
periodi cally as people change position and leave the organization.

A Condition and Safety Assessment of the regulators was completed in 2008. In
general, the regulators and float systems were seen to be in very rusty condition.
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Other maintenance issues found include: floats that are missing the vertical float
guides, poor condition of pillow blocks, seized gates, gates blocked open and poor
condition of sprockets. Some of these maintenance issues were corrected between
the initial and follow -up inspections, however, some remain uncorrected. There
were a number of safety concerns that apply to most of the regulators. There were
no fixed and permanent lighting in place; the air quality was poor because of the
lack of any ventilation; the sites were very noisy due to the flow through them; and
there was no platform to perform work on equipment. Although some work has
been completed there is no evidence that all of the maintenance and safety concerns
have been addressed. It is understood that with the implementation of the Real
Time Control project that the regulators are being reconstructed. Once this project is
completed the regulators should be re-inspected to ensure that all of the
maintenance and safety concerns have been addressed during the reconstruction.

A Standard Operating Procedure that describes the process to ensure the effective
monitoring of flow data to identify anomalies and undertake investigations and
require remediation in a timely manner has been implemented. This procedure also
outlines the list of people to contact in the event of a CSO, SSO, or failure of
monitoring equipment. It will be important to continuously monitor and update, as
required, the contact information as people may change position or leave the
organization.

An Environmental Quality Management System is currently being designed and
implemented. The goal of this project is to bring Wastewater Services in compliance
with the 1SO14001 standard. The project is scheduled for completion at the end of
2010.

The City of Ottawa has implemented a number of SOPs with regards to spill

reporting and communications protocols. The three SOPs reviewed for this follow -

up audit were the Spildl Reporting Protocol
Operator Notification of Reportable and Significa nt Operational Events. These

policies form an adequate communication framework, however, they do not

include information about notifying the public in the event of an emergency nor do

they discuss how to get relevant information to the media and other City
departments. These policies should be updated to include this information.

Legal Services has reviewed the findings co
Audit of the 2006 Sewage Spill report and has recommended that the City not

pursue a professional misconduct complaint against the individuals identified in

this report.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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4.21Follow-up to the 2008 Audit of the Governance and
Compliance with the Access Management Agreement of the
Southpointe Community Association

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of Governance and Compliance with Access
Management Agreement of the Southpointe Community Associatio n (SCA) was
included in the 2010 Auditor General 0s
2010.

The key findings of the original 2008 audit included:

e The last Access Management Agreement to Enter City of Ottawa Community
Facilities between the City of Ottawa and Southpointe Community Association
was dated July 20, 2004 and covered the period July 2004 to July 2005. This
agreement was signed by the Southpointe Community Association but was not
signed by the City of Ottawa. No Access Management Agreement has been
signed covering subsequent years.

e Article 6.h of the Access Management Agreement requires SCA to visit and
check the facility to ensure that users/organizations have secured the facility.
The Acting Building Manager advised that these visits and checks are conducted
regularly however there was no evidence of this as the Facility Inspection Form
Pre & Post Event form is not used to document the visits and checks of the
facility.

e While it is acknowledged that many grant recipient organizations are relatively
small and in many cases volunteer based, there are some fundamental
governance principles that the City needs to have in place to ensure adequate
management and oversight of City funding. The intention is not to overburden
recipients with burea ucracy and inflexible rules but rather to put in place basic
governance practices to protect the interests of both the City and the recipient
organization.

Summary of the Level of Completion

1. The table below outlines our assessment of the level ofcompletion of each
recommendation as of July 19, 2011.
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Follow-up to the 2008 Audit of Governance and Compliance with
Access Management Agreement of the Southpointe Community Association

PERCENTAGE OF

NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24
ACTION INITIATED 2571 49
PARTIALLY COMPLETE 5071 74
SUBSTANTIALLY COMPLETE [7571 99
COMPLETE 100 1,2,3,4,56,7 7 50%
TOTAL 14 100%
2. The table below outlines managementds

each recommendation as applicable, as of May 16, 2011

PERCENTAGE OF
NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24
ACTION INITIATED 2571 49
PARTIALLY COMPLETE 5071 74
SUBSTANTIALLY COMPLETE|75 T 99
COMPLETE 100 1,2,3,4,5,6,7 7 50%
TOTAL 14 100%

It should be noted that no status on implementation was received from the
Southpointe Community Association for recommendations 7 -14 and as such these

could not be assessed by the OAG.

Conclusion

The City has implemented the recommendations that pertain to its role in managing
the Agreements. The Agreements have been
recommendations; however ,

the Agreements.

compliance to

s ome

The degree of

updated to address the
gaps still remai
implementation of the

recommendations that require action from the Southpointe Community Association
could not be assessed due to lack of response from the Association.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the

audit team by management.
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4.22 Follow-up to the 2008 Audit of Governance and Compliance
with Community Funding Service Agreement of the Banff
Avenue Community House

EXECUTIVE SUMMARY

Introduction

The Follow-up to the 2008 Audit of Governance and Compliance with Community
Funding Service Agreement of the Banff Avenue Community House was included
in the Auditor Generaldés Audit Pl an.

The key findings of the original 2008 audit included:

e The funding contribution was applied to the services and activities as set out in
the agreement with the exception of a payment of $1,511 for supplies that did
not relate to the services and activities supported by the City of Ottawa.

e Included in coordination was an amount of $3,075 paid to the administrative
assistant who was engaged as a contract worker. However, this amount was
traced to the payroll records and, as such, there could be confusion as to
whether this person is an employee or should be considered selfemployed for
Canada Revenue purposes.

e Advances to employees should be accounted for as assets and not as expenses.

e The amount relating to the City of Ottawa supported administration assistanc e
and operational costs was combined with funds received from other sources and
not shown separately.

e Generally, BACH follows the Operational Principles and Guidelines Manual of a
Community House. However not all guidelines are being followed.

e While it is acknowledged that many grant recipient organizations are relatively
small and in many cases volunteer based, there are some fundamental
governance principles that the City needs to have in palace to ensure adequate
management and oversight of City funding . The intention is not to overburden
recipients with bureaucracy and inflexible rules but rather to put in place basic
governance practices to protect the interests of both the City and the recipient
organization.

Summary of the Level of Completion

1. The table below outlines our assessment of the level of completion of each
recommendation as of July 6, 2011.
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PERCENTAGE OF
NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS |[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 0 0%
ACTION INITIATED 2571 49 0 0%
PARTIALLY COMPLETE 5071 74 10 1 8%
SUBSTANTIALLY COMPLETE [7571 99 5,7 2 17%
COMPLETE 100 1,2,3,4,6,8,9,11, 12 9 75%
TOTAL 12 100%
2. The table below outlines BACHOs assessment
recommendation as of May 16, 2011
PERCENTAGE OF
NUMBER OF [TOTAL
CATEGORY % COMPLETE RECOMMENDATIONS RECOMMENDATIONS[RECOMMENDATIONS
LITTLE OR NO ACTION 07 24 - 0 0%
ACTION INITIATED 2571 49 - 0 0%
PARTIALLY COMPLETE 5071 74 10 1 8%
SUBSTANTIALLY COMPLETE|75 1 99 5,7 2 17%
COMPLETE 100 1,2,3,4,6,8,9,11, 12 9 75%
TOTAL 12 100%
Conclusion

BACH has made substantial progress toward the implementation of the
recommendations of this audit, having fully implemented the majority of the
recommendations. Where a recommendation had not been fully implemented,
steps have been taken to begin the process of addressing the recommendation.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by BACH management.
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5 EXECUTIVE SUMMARIES T 2010 AUDITS

In addition to the follow -up audits described in Section 4, several other audits were
also completed in 201Q The following presents the executive summaries for each of

these audits.
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5.1 Audit of the Use of City Vehicles and Mileage Claims

Introduction

The Audit of the Use of City Vehicles and Mileage Claims was included in the 2010
Audit Plan of the Office of the Auditor General, first presented to Council in 2008

Background

The City of Ottawa compensates employees for vehicles used for business purmpses
in several ways. Some employees have use of &City owned vehicle, some have
parking provided, and some receive a vehicle allowance. The City also provides
compensation to employees for mileage incurred for business purposes on their
personal vehicle.

An automated system was introduced in June 2009 for most employees to use when
submitting a claim for reimbursement for business mileage incurred on their
per sonal vehicle. The new system is
automated system is not available for use by some employees, including those
without network access, water meter readers, construction technicians, and some
building code employees.

The Canada Revenue Agency (CRA) requires certain benefits related to
compensation for vehicles, mileage, and parking to be taxed as income. As such,
the City is responsible to calculate the taxable benefit in compliance with CRA, and

acces

t o adj ust t he reporting of t he empl oy ees:i

accordingly.

This audit assessed the economy, efficiency, and effectiveness of the methods used
to compensate employees for vehicles used for business purposes. The audit will

al so examine the Cityds internal processes

reportin g the compensation, with a specific review of the new automated system.

Audit Objectives and Scope

This audit examined the policies and procedures in use, and the transactions that
took place to compensate employees for vehicles used for business purposes The
audit considered compensation that was provided for business mileage incurred on

personal vehicles, assignment and use of aCity owned vehicle, assignment and use
of City paid parking, and the provisions of a vehicle allowance. The scope of the
audit extended to all City departments, and covered the fiscal years 2008 8 June
201Q The audit was conducted from April 12, 2010 to December 17, 20D.
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Objective 1: To assess whether a framework exists to promote a consistent and
reasonable provision of parking and vehicle benefits, and compensation for
mileage.

Objective 2: To assess whether the most economic and efficient method of vehicle
or parking compensation is used (i.e., use of City vehicle vs. mileage
reimbursement).

Objective 3: To assess whethe parking and vehicle benefits, and compensation for
mileage are provided in compliance with City policies and procedures, and
whether the benefit is captured accurately as a taxable benefit when appropriate.

Objective 4: To assess the effectiveness of imrnal controls in ensuring that the
areas under audit are well managed, and that quality information is available for
management decision making.

Objective 5: To assess the economy and efficiency of the use of the new automated
system.

Summary of Key Findings

1. An overall management framework has not been established to ensure
management receives the information required to make informed decisions, or
to promote the comparison among options to ensure choices continue to be
economical. As such, there is currently no consistency across the City with
respect to managing these areas. Such a framework should include
comprehensive policies and procedures, a system of internal controls including
monitoring and oversight to ensure economy, efficiency and effectivene ss, and
clarity of roles and responsibilities for operational management as well as
corporate functions such as Finance, Fleet, and Human Resources.

2. Comprehensive policies and procedures are not in place to govern the business
use of City vehicles, provision of vehicle allowances, or parking passes.

3. The procedures for the use of the parking stamp are comprehensive and include
internal controls.

4. The Mileage and Parking Policy and Procedures do exist but leave room for
improvement in ensuring the most econo mical option is used, and in providing
a framework for the provision of parking passes and vehicle allowances.

5. A review of mileage claim data covering the scope of this audit found several
employees continually claimed a significantly large amount of mi leage. Fleet
services® breakeven report indicates that
claims for business use of a personal vehicle if the total mileage claimed is less
than 15,000km for a subcompact vehicle, or less than 17,00(km for a compact
vehicle. In each of 2008 and 2009, 12 and 10 employees respectively were found
to have incurred mileage in excess of 17,00(km. Considering the vehicle costs
estimated by Fleet Services for the amount of mileage submitted by these
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employees, the costs ofthese reimbursements that were greater than the 2003
Fleet breakeven point totals $88,802 for 2008009 A review of the number of
days worked (considering vacation, sick days, and other leave) for the top three
employees in terms of mileage claimed eachyear found that the employees are
purported to travel 138, 87, and 82 kilometres each day respectively in 2008. The
same employees are purported to travel 132, 129, and 84 kilometres each
working day in 2009.

6. In the absence of a management framework, in®nsistencies in management
practices were found that have lead to uneconomical provisions of travel
compensation. Specific instances found in the audit include the following:

a)

b)

d)

One manager provided parking passes to employees as part of their
compensation while another provided passes based on use. Themanager
who provided passes based on use explained that the employee uses the pass
a minimum of two times each week. However, to reimburse a daily parking
ticket twice a week would cost less than the provision of a monthly parking
pass.

One manager provided parking passes based on the need to work offsite, but
was unsure how frequently the employee wa s required to work offsite.

Five out of fifteen employees who received a monthly vehicle allowance did
not require the use of a vehicle to carry out their duties, according to the
manager who authorized payment of the allowance.

The relevant collective agreements specify that an employee is entitled to a
vehicle allowance if the employee is required to have a vehicle available for
business purposes. The CIPP collective agreement requires that the needo
have a vehicle available for business purposesbeout | i ned i n t
job description. Thirteen out of fourteen job descriptions for CUPE and CIPP
employees did not specify the requirement to have a vehicle available for
business purposes.

Fleet services has calculated a breakeven point after whid it is more cost
effective to provide an employee with a City vehicle rather than reimburse
the employee for business mileage incurred on their personal vehicle. Eight
employees received mileage compensation greater than the 2003 Fleet
breakeven point in both 2008 and 2009.

7. In many cases, information is not available or not reviewed to make informed
management decisions on the provision of local travel compensation.

8. Some compliance issues were identified, including compliance to City policies
and to Taxable Benefits Legislation.

9. The new automated mileage and parking system, designed and implemented by
the Payroll Unit has improved efficiencies and some internal controls.
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10.Cost savings opportunities of $106,000 were found during the course of this

audit, and are summarized in the following table.

It should be noted that the

savings listed are only those that were found from tests performed for the audit.
Due to limitations in the accessibility and reliability of the data, the savings
opportunities identified in the tests have not been extrapolated to the

population. The qualitative findings of this audit suggest that additional cost
savings would be found given systematic analysis and monitoring.
Average :
Cost Savings
Annual :
Expense Errors Found Found in
(Rounded) SENIDIES
Parking Pass- 16 out of 40 used $20.715
other employees infrequently
E— $402,000
arking Pass -
Parking Passes City Hall 4 out of 8 were not $8,256
justified
employees
0 passes are
Taxable Benefit N/A considered as a Estimate only*
taxable benefit
Parking Validation Stamp $140,000 No errors noted $0
Executive
Allowance $284,000 No errors noted $0
5 do not use their
Vehicle Allowances vehicle for work $9,495
CIPP and CUPE
Allowances $312,000 9 do not havetz the
requirement in 2
their job $15,045
description
Information was
. . $9,309,000 not
City Vehicles mE available/reliable $0
to identify
guantitative errors
Parking Claims $147,000 No errors noted $0
Mileage and Parking
Claims 8 > 2003 Fleet
Mileage Claims $2,225,000 breakeven point $44,401

over multiple years

1The City could be faced with an annual liability between $100,000 and $224,000
2 Management has indicated that, although the job descriptions do not specify the need for a vehicle,
these employees do reqiire one and as such management contends that this is not a potential cost

saving.
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AX/erage Cost Savings
nnual .
Expense Errors Found Found in
(Rounded) SErEliEs
In addition to 8
(above), 4 in 2008
& 2 in 2009 > 2003 $8,286
Fleet breakeven
point.
Total $12,819,000 $106,198

It should be noted that the 2006 Audit of Fleet Servicesontained the following
recommendation:

Recommendation 1(c)

That end users be held accountable to justify the identified low use vehicles directly
to Council.

To date, end users are not held accoumable to justify low usage vehicles directly to
Council. A report of low usage vehicles is provided to management, but there is no
follow up to ensure the report was reviewed and action taken as a result.

That audit also contained the following recommend ation:

Recommendation 12(a)
That Fleet Services:

Ensure that vehicle log books are used especially for light passenger vehicles and perform
random audits to determine how often the vehicle is required. Kilometres may not always
represent a good indicator to validate whether a vehicle is justified .orUnjustifiable

vehicles should breported to Council.

To date, log books are not consistently used and reviewed. Audits are not
performed to determine how often vehicles are required. This responsibility has
not been assigned or transferred to user departments. Information on how
frequently vehicles are needed and a log of business and personal use is therefore
not available in most cases. Utilization is reported to Management. Accountability
to analyze the data and follow up where required has not been assigned.
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Recommendations and Management Responses

Recommendation 1

That the City assign and document responsibility for overseeing the management
of parking passes, parking validation stamps, vehicle allowances, mileage and
parking claims. Respon sibility should be assigned to ensure the following
information is accurate, up to date, and readily available including:

Who has a City -paid parking pass;

a) Justification of minimal usage of a parking pass ; and,

b) Which positions within the City, and which employees within the City are
entitled to receive a monthly vehicle allowance.

Management Response
Management agrees with this recommendation.

Human Resources will revise the current Mileage and Parking (Local
Transportation) Policy by the end of Q2 2012 The policy will broadly cover
mileage, parking and manager accountability to ensure the most cost-effective
means of travel and employee reimbursement is selected The new policy will be
communicated to management and staff via a Management Bulletin and the
empl oyee newsletter, o0ln the Loopo

The procedures will be separated to cover the areas of:Parking Passes and
Stamps (Parking Operations, Maintenance and Development); Car Allowances
and Car Insurance Rebates (Human Resources), Mileageand Parking Claims
(Payroll); and Use of City Vehicles (Fleet Services).

A new Parking Pass Procedure will be drafted to address parts a) and the
applicable portion of part d) of this recommendation, and will be in effect by the
end of Q2 2012.

A new Vehicle Allowance Procedure will be drafted to address part e) of this
recommendation, and will be in effect by the end of Q2 2012.

Recommendation 2

That the City determine the most cost -effective means of assigning responsibility
for overseeing the management of City vehicles including the assignment of
vehicles and ensuring their appropriate use.

Management Response

Management agrees with this recommendation. A business case needs to be
prepared before proceeding. Therefore the development of the new Personal
Use of City Vehicles Policy will include analysis of the practicality, technology
needs, costs and benefits of these reporting requirements. The new Policy will
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include appropriate provisions based on the business case and will be in effect by
the end of Q2 2012.

Recommendation 3

That the City develop a management framework governing the use and control of
parking passes including, at a minimum:
a) Policies and procedures for the provision of parking passes;

b) The flow chart provided by POMD depicting the appli  cation process for a
parking pass;

c) Specific criteria that warrant the provision of a City paid parking pass;

d) Assignment of responsibility and accountability for provision, use,
monitoring use, and monitoring compliance to the Policy;

e) Reference to the guidelines in the parking validation stamp procedures that
describe specific cost based scenarios that warrant the provision of a parking
pass over use of a parking stamp or reimbursement of a daily ticket; and,

f) Assignment of responsibility to periodically revi ew pass holder data to
ensure the provision of a pass is and continues to be appropriate and
economical.

Management Response
Management agrees with this recommendation.

Human Resources will revise the current Mileage and Parking (Local
Transportation) Policy by the end of Q2 2012

Parking Operations Management and Development branch will draft a new
procedure for parking passes that addresses parts b) through f) of this
recommendation by the end of Q2 2012.

Recommendation 4

That a complete listing of e mployees in receipt of a City paid monthly parking
pass be compiled, and reconciled when appropriate. The listing should identify
the corresponding pass ID number. (Such a listing did not exist at the time of
this audit.)

Management Response
Management agreeswith this recommendation.

Parking Operations Maintenance and Development (POMD) branch will compile
a complete listing of employees in receipt of a City paid monthly parking pass by
the end of Q4 2012, and will reconcile it on a regular basis. The listing will
identify the corresponding pass ID number .
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Recommendation 5

That the justification for receipt of a parking pass be documented and kept on
file for each employee, along with the expected frequency of use

Management Response
Management agrees with this recommendation.

Approved Parking Pass Request Forms are currently kept on file by the Parking
Operations Maintenance and Development branch. The Parking Pass Request
Form will be amended to reflect policy changes requiring th e justification and
frequency of use of City -paid parking passes by the end of Q2 2012.

Recommendation 6

That the chart of specific cost -based criteria for managers to use to determine
when each option of parking compensation is appropriate be referenced or
included in the policies or appendices for each of the parking compensation
options. A similar chart should be drafted and communicated for business travel
including mileage reimbursements and the use of City vehicles.

Management Response
Management agrees with this recommendation.

Human Resources will revise the current Mileage and Parking (Local
Transportation) Policy to include both of these charts by the end of Q2 2012

Further, the parking option chart will be referenced by all parking -related
procedures, and the transportation option chart will be referenced by all local
transportation related procedures, to be in effect by the end of Q2 2012.

Recommendation 7

That the City develop a management framework governing vehicle allowances,
including, at a minimum:
a) Policies and procedures for the provision of vehicle allowances;

b) Clarification of when, according to the collective agreements, a vehicle
allowance is justified,;

c) Specification of what constitutes a job required need to have use of a vehicle
including a reference to cost or frequency of travel,

d) Criteria for revoking the allowance;

e) Responsibility for reviewing the provision of allowances for appropriateness
and accuracy; and,

f) Responsibility for measuring compliance to the Policy.
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Management Response
Management agrees with this recommendation.

Human Resources will revise the current Mileage and Parking (Local
Transportation) Policy by the end of Q2 2012.

Human Resources will also draft a new procedure for Vehicle Allowances that
addressesparts b) through f) of this recommendation, to be in effect by the end

of Q2 2012. See the management responses to Recommendations 7 and 8 for
more detail.

Recommendation 8

That a listing of positions within the City, and/or employees within the City who
are entitled to receive a monthly vehicle allowance be compiled. This listing
should be independent of the SAP accounting records that show who has
received a monthly allowance.

Management Response
Management agrees with this recommendation.

Human Resources will establish a position attribute field in SAP HR to identify

those CUPE positions identified by management as meeting the criteria for a

minimum monthly allowance. CIPP positions entitled to a grandfathered

minimum monthly allowance are tracked in SAP HR. This is only applicable to

those employees who were entitled on December 20th, 2007 and only as long as
they remain in the position and a vehicle continues to be a requirement of the
job.

In Q3 2011 Human Resources will send all manages a listing of those employees
and positions in their branch which are currently identified as eligible for a
monthly allowance. Managers will be asked to confirm if they continue to meet
eligibility criteria for receipt of a minimum monthly allowance ac cording to

collective agreement requirements (i.e., the requirement of a vehicle remains a
condition of employment) , and to identify any that have not yet been identified .
In Q4 2011 management responses will be collated. Human Resources will
update SAP to reflect the position attribute for each monthly allowance

requirement with the objective of having updated records in SAP HR by Q1 2012.

To ensure SAPHR is current, Human Resources will validate the list of positions
with managers on an annual basis. Human Resources will send managers a
listing of the positions in their branch that are identified as being eligible for a
monthly vehicle allowance. Managers will be accountable to confirm the
entitlement and to advise Human Resources of any changes through an
Organization and Position Management (OPM) form to update SAP HR. Human
Resources will provide the annual report to Payroll/Finance to reconcile against
actual SAP payments for monthly allowances.
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The annual review supplements, but does not replace,t he manager so

accountability to ensure position attributes are up -to-date and that employees are
properly compensated for mileage and parking payments.

This recommendation will be considered fully implemented after the first annual
reconciliation i s complete, at the end of Q4 2012.

Recommendation 9

The justification for receipt of a vehicle allowance should be documented and
kept on file, including the reason for the assessment that a vehicle is required in
the performance of the employeebs duti

Management Response
Management agrees with this recommendation.

The annual confirmation by managers, as discussed in the management response
to Recommendation 7, will be retained in SAP as the official business record
documenting the continued eligibility for a minimum monthly allowance. This
recommendation will be implemented by the end of Q4 2011.

Recommendation 10

That the Cityods Mil eag espodatioh) PBliayrb& eéxpagded L o c a |

to include specific and comprehensive internal controls to ensure consistent,
complete, appropriate, and accurate reimbursements. The Policy should include
responsibility to review claim data across branches for errors and a nomalies, and
should assign responsibility to review mileage incurred to ensure that mileage
reimbursements are reasonable, and continue to be the most economic option.

Management Response
Management agrees with this recommendation.

The revised Mileage and Parking (Local Transportation) P olicy will provide a
framework for managers to follow to determine the most cost -effective means of
mileage. Under the current Human Resources Level of Authority managers at
organizational level L5 and above are accountable for reviewing and approving
mileage claims. These managers are responsible for ensuring that mileage
reimbursements are reasonable, and continue to be the most economic option.

The revised Mileage and Parking (Local Transportation) Policy will be
imple mented by the Mileage and Parking Claims Procedure. Payroll will review
claims across branches for errors and anomalies. Further, Payroll will also run
audits that will help to identify instances where the most economic option
appears not to be utilized (review of claims over the breakeven point, highest
mileage claims).
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The revised Mileage and Parking (Local Transportation) P olicy will be in effect
by the end of Q2 2012.

Recommendation 11

That the City develop a management framework to govern the use of City
vehicles, covering both personal and business use, including as a minimum:
a) Policies and procedures;

b) The criteria that warrant use of a City vehicle;
c) Expectations related to the business and personal use of the vehicle;
d) A reporting requirement to track vehicle use and mileage;

e) A monitoring and review requirement to assess appropriateness and
effectiveness of the vehiclesd usage,;

f) Specific instructions on safeguarding the vehicles, including where and how
the vehicles should be parked;

g) Assignment of accountability for vehicle usage, reporting, monitoring and
safeguarding;

h) Assignment of responsibility to monitor compliance to the Policy; and,

i) Appropriate specification of consequences for non -compliance to the Policy.

Management Response
Management agrees with this recommendation.

Human Resources will revise the current Mileage and Parking (Local
Transportation) Policy by the end of Q 2 2012.

Fleet Services Branch will revise the policy currently titled Personal Use of City
Vehicles to address both business and personal use, and will put in place
supporting procedures that address parts b) through i) of this recommendation

by the end of Q2 2012.

Recommendation 12

That the City determine the most cost -effective means of compiling and
monitoring information regarding which employees operate and/or are
responsible for a City vehicle, the justification for providing a vehicle and any
special provisions (such as on call access to a vehicle).

Management Response

Management agrees with this recommendation.

Fleet Services and responsible operating departments will identify and consider
potential solutions by the end of Q2 2012 and take action as appropriate based on
this analysis.
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Recommendation 13

That the chart outlining cost based criteria to determine which form of parking
reimbursement to use be included, where relevant, as instruction rather than a
guideline.

Management Response
Management agrees with this recommendation.

Human Resources will revise the current Mileage and Parking (Local
Transportation) Policy to include the parking charts by the end of Q2 2012

Recommendation 14

That the City assign responsibility, and put in place processes to ensure

compensation for vehicles used for business purposes are provided in the most

appropriate and cost effective manner. The processes should ensure:

a) That parking passes not be provided to individuals who are not expected to
use them frequen tly enough to be cost effective ;

b) That monthly vehicle allowances not be paid to employees who do not use a
vehicle in the performance of their job responsibi lities;

c) That expenses for City vehicles not be i
minimal; and,

d) That the Fleet breakeven point b e updated and that annual mileage claims
greater than this breakeven point be minimized.

Management Response
Management agrees with this recommendation.

With respect to part a), see the management response to Recommendation 18).

With respect to part b), see the management response to Recommendations 7 and
31.

With respect to part c), Fleet Services is committed to supporting users in dealing

with low utilization units as part of the Fleet Efficiencies Program. Under that

program, 2010 and 2011 are scheduled to improve the delivery of fleet services to
enable a fleet reduction of 10% in 2012 by
Fl eet . 6

With respect to part d), management is already following this practice by
considering the breakeven point and other factors and will ensure that the Fleet
breakeven point is updated.

Pursuant to the further development of policies and tools and the existence of
better, accurate and up-to-date data, management will continue to ensure that
the best options for travel are being implemented. This will take into

consideration operational variables and additional factors as noted below.
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For the high mileage claims noted in this report, the nature of the work, unique
operational requirements, the variance in claims year to year, and the pending
changes to collective agreements are the factors that resulted inmanagement
reaching a different conclusion than the OAG. Factors that management
considers in addition to the base mileage break-even point include:

Adjustments for the down time and additional costs associated with
operating/maintaining a City vehicle. This could include extra mileage daily
to pick up/drop off City vehicles, drive to depots for gas, mileage and lost
time for oil changes, maintenance, car washes, winter maintenance etc. In
one example this could amount to an additional 2,500 km and approximately
100 to 150 extra hours per year at about $30/hour for an extra HR cost to the
City of $3,000 to $4,500 per vehicle

The need for flexibility. For example, having a fleet of two vehicles for a total
of 13 water meter positions would remove the flexibility of work assignment
by management, and require forecasting a year in advance which individual
may exceed a set limt.

Construction technicians (ISD) are assigned projects based on the Annual
Capital Program. Construction technicians (PGM) undertake inspections
work on a project-by-project basis, spanning sites across theCity. These
programs vary from year to year b oth in magnitude as well as geographic
locations. During years of heavy construction, higher mileage is incurred.
Purchasing vehicles for those years where mileage use is high would result
in vehicles being under-utilized during those years when the Capi tal
Program or construction activity is reduced.

Any extra City vehicle that would be underused below the anticipated
threshold would automatically result in extra cost to the City thus negating
some of the savings for such a small number of vehicles.

Letter of Understanding #13. In accordance with the CUPE 503 collective
agreement, construction technicians are entitled to receive payment for
mileage when traveling between the job site and home at the beginning and
end of the working day (To and From Mil eage). As per Letter of
Understanding #13 this entitlement will expire in December 2012, at which

time mileage will be significantly reduced.

Ergonomics. Priority placements and existing meter readers often deal with
back-related issues. Subcompacts are less than optimal and as a minimum,
the use and the relevant costs associated with a compact car should be the
basis of any analysis.

Office of the Auditor General 2010Annual Report Page97



@
Otta\m Audit of the Use of City Vehicles and Mileage Claims

Recommendation 15

That, in addition to the ad -hoc audits, the Payroll Unit take a risk based and
systematic approach to determining which audits to perform. The Payroll Unit
should perform the audits as planned, and follow up on the audit findings.

Management Response
Management agrees with this recommendation.

The Payroll Unit currently uses a risk based and systematic approach to
determining which audits to perform and these audits are run on a scheduled
basis. Exceptions are followed up with managers as required and written
justification is kept on file.

To further reduce the risk of overpayments, Payroll has eliminated the
requirement to perform manual audits by enhancing the SAP system to disallow
any minimum flat monthly claims for CIPP employees where there is no
grandfathered entitlement.

This recommendation will be considered fully completed after the
implementation of the procedures that will support the new Local

Transportation Policy, and the new Use of City Vehicles Policy. Once in place,
appropriate audit reports will be determined, performed, and Payroll will

follow -up on the findings, by the end of Q4 2012. After this point, audits will

continue with appropriate adjustments on an on -going basis.

Recommendation 16

That among the audits performed by Payroll, an audit of mileage in excess of the
breakeven point as calculated by Fleet Services be conducted.

Management Response
Management agrees with this recommendation.

Payroll currently runs an audit to identify mileage distances for the non taxable

mileage of over 1,000 km per month processed in SAP. In response to this
recommendation, Payroll will perform an audit of mileage in excess of the
breakeven point as calculatedby Fleet Services

It should be noted that Payroll cannot currently report on distances travelled for
the taxable mileage forms, as the distances travelled are not entered into SAP.
Payroll has added this requirement to the SAP enhancement work plan and it
will be prioritized with other initiatives.  In the meantime, Payroll will determine
if there is an interim solution for deter mining the distances being travelled by
employees using the taxable mileage form. This will be completed by Q2 2012.
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Recommendation 17

That options for travel compensation, along with criteria for determining the
most appropriate choice be documented and communicated to managers.

Management Response
Management agrees with this recommendation.

Human Resources will document the criteria for determining the most
appropriate choice for local transportation and will communicate it to managers
as part of the implementation of the revised Mileage and Parking (Local
Transportation) Policy, by the end of Q2 2012.

Recommendation 18

That the City periodically review the provision of parking passes and vehicle
allowance to ensure they are and continue to be the most economical option. The
justification for continued use should be documented.

a) Parking pass usage should be reviewed for cost effectiveness; and,

b) Job requirements should be reviewed to ensure provision of a vehicle
allowance continues to be justified.

Management Response
a) Management agreeswith this recommendation.

The periodic review of the provision of parking passes will be part of the Parking
Pass Procedures. This recommendation will be considered fully implemented
after the first review is complete, at the end of Q4 2012.

b) Management agrees with this recommendation.

As more fully described in Recommendation 7, Human Resources will
coordinate an annual review where managers will be accountable for confirming
the entitlement and advising Human Resources of any changes, when they occur.

This recommendation will be considered fully implemented after the first annual
reconciliation is complete, at the end of Q4 2012.

Recommendation 19

That the City determine the most appropriate means of assigning responsibility
to review and follow -up on vehicle -related expenses to ensure costeffectiveness.

Management Response
Management agrees with this recommendation.

Parking pass data, City vehicle data, and mileage reimbursement data will be
individually monitored to ensure the most appropriate and cost -effective manner
of local transportation is being used. Parking pass data, City vehicle data, and
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mileage reimbursement data, are however, stored in different systems thereby
making a review by individual and across branches impractical.

Managers are responsible for the approval of all claims, are responsible for any
anomalies or excesses found in the data, andare ultimately responsible for their
budgets that combine all of these expenses. There is no method, however, to
provide detailed data by individual and across branches.

With the completion of updated policies and improved tools available for
tracking and monitoring, managers will be in a better position to proactively
assess that coseffective transportation solutions are being applied.

Recommendation 20

That the breake ven report be provided to departments that incur mileage claim
expenses as well as those who useCity vehicles.

Management Response
Management agrees with this recommendation.

Human Resources will document the criteria for determining the most
appropriate choice for | ocal transportatic
use of a City vehicle, and will communicate it to managers as part of the
implementation of the revised Mileage and Parking (ocal Transportation)

Policy, by the end of Q2 2012.

Recommendation 21

That departments in receipt of the breakeven report use the information to
ensure cost effectiveness, i.e., the breakeven point should be incorporated in
periodic ana lysis to identify trends that may indicate excessive mileage claims.

Management Response
Management agrees with this recommendation.

Payroll currently runs an audit to identify mileage travelled over 1,000 km per
month for the non taxable mileage processd in SAP. Exceptions are followed up
with managers as required and written justification is kept on file.

In response to Recommendation 16,Payroll will also perform an audit of mileage
in excess of thebreakeven point as calculated by Fleet Servicesby the end of Q4
2011, and will continue to do so on a regular basis. Exceptions are followed up
with managers as required and written justification is kept on file.

It should be noted, however, that at this time Payroll cannot report on distances
travell ed for the taxable mileage forms, as the distances travelled are not entered
into SAP. Payroll has added this requirement to the SAP enhancement work
plan and it will be prioritized with other initiatives. In the meantime, Payroll will
determine if there is an interim solution for determining the dist ances being
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travelled by employees using the taxable mileage form. This will be completed
by Q2 2012.

Recommendation 22

That the City assign appropriate responsibility to monitor compliance to policies,
along with the responsibility to follow up to ensure timely remediation. Each
policy should identify the consequences of non -compliance.

Management Response
Management agrees with this recommendation.

Human Resources will revise the current Mileage and Parking (Local
Transportation) Policy by the end of Q2 2012

Each of its procedures will assign specific responsibility to monitor compliance,
to follow -up, and to ensure timely remediation. Further, each procedure will
identify the consequences of non-compliance. These new procedures will be in
effect by the end of Q2 2012.

Recommendation 23

That the City assess when the provision of a parking pass should be considered a
taxable benefit, and adjust its accounting and reporting accordingly.

Management Response
Management agrees with this recommendation.

Management would like to clarify that the summary of key findings includes a
table with a potential liability for taxable benefits that would not be incurred.
Any taxable benefit liability arising from parking p asses will be that of the
employee not the City. The only portion for which the City may be liable is for
any penalty that may be imposed.

The Payroll Unit is currently working to assess the taxability of parking passes.
The completion of this assessnent is dependent on the introduction of the new
Parking Pass Request Form which will enable the gathering of the required
information (see Recommendation 24). This recommendation will be completed
by the end of Q2 2012.

Recommendation 24

That the parking pass request form, and other forms used to authorize the
provision of a benefit or reimbursement contain information on when the
provision is considered a taxable benefit, the minimum required frequency of
use to be cost beneficial, and th e reasons it is necessary for business use.
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Management Response
Management agrees with this recommendation.

The Parking Pass Request Form will beamended in consultation with the Payroll

Unit to include information regarding when the provision of a City -paid parking

pass is considered a taxable benefit, the minimum required frequency of use to
be cost beneficial, and the reasons it is necessary for business usdy the end of
Q2 2012

Recommendation 25
That, in addition to the vehicle number, City vehicles be marked with the name
of the department to which they belong.

Management Response
Management agrees with this recommendation.

Fleet Services and theCommunications departments are currently revising the

Markings on City Vehicles and Equipment Policy in order to include department

and/or branch names as approved vehicle markings. Once the changes to the
policy are made and approved by senior management, Fleet Services will

proceed with mark ing the vehicles, in accordance with the policy .

City vehicles will be marked with the name of the department to which they
belong by the end of Q3 2011.

Recommendation 26

That in addition to reviewing the taxable benefits related to personal use of  City
vehicles, the Payroll Unit request the consultant review taxable benefit issues
related to City paid parking passes.

Management Response
Management agrees with this recommendation.

The Payroll Unit will ensure the review of taxable benefit issues relatel to City
paid parking passes, however, it should be noted that this review will likely be
conducted by City staff.

This recommendation will be completed by the end of Q2 2012.

Recommendation 27

That a City employee be tasked with keeping track of who has a City paid
parking pass, including when a pass is exchanged between employees, or when it
is revoked. Reliance should not be placed on the third party supplier to provide
this information.

Page102 Office of the Auditor General 2010 Annual Report



(@
Audit of the Use of City Vehicles and Mileage Claims Oda\va

Management Response
Management agreeswith this recommendation.

A City employee (or internal designate) will be tasked with keeping track of who
has aCity -paid parking pass. The policy and procedure will assign responsibility
for notifying that City employee whenever a pass is to be requested or revoked.

This recommendation will be considered fully implemented after the first annual
review and reconciliation is complete, at the end of Q4 2012.

Recommendation 28

That the City keep clear accounting records that indicate when an expense is
incurred for a parking pass. The records should facilitate identification of the
pass holder for whom the expense is incurred.

Management Response
Management agrees with this recommendation.

The Cityods accouibé matified to eleady iddgatewih leh an
expense is incurred for a parking pass and will facilitate identification of the pass
holder for the respective expense. These improvements will be in place by the
end of Q4 2012.

Recommendation 29

That one City employee be responsible to receive t he newly activated City paid
parking passes from the contract site manager, and distribute them to the pass
holder rather than the pass holders receiving them directly from the contractor.
Similarly, when an employee is terminated or changes duties and no longer
requires the use of a pass, responsibility should be assigned to one
individual/area within the City to retrieve the pass and update the tracking list.

Management Response
Management agrees with this recommendation.

A process for distributing newly activated City -paid parking passes will be
implemented to segregate the roles of the externally contracted supplier of the
pass from the City staff responsible for validating that the application has been
appropriately approved, and also from the Cit y staff person who physically
provides the pass to the approved employee. Management notes that although
the recommendation says O6one City employee
is to ensure an internal staff member is responsible for the role, and that it is
reasonable that the task will need to be shared with other staff to ensure backup.

The responsihility for retrieval of a parking pass from an employee is identified
on the checklist for departing employees (Termination - Resignation/Retirement
Procedures). Responsibility for retrieving passes, updating the tracking list and
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requesting regular justification reviews will be assigned in the revised policy and
procedures.

This process with be documented in the Parking Pass Procedure, to be in effect
by the end of Q2 2012.

Recommendation 30

That the City ensure that the log of parking validation stamp usage is reviewed
and approved by an individual of appropriate authority.

Management Response
Management agrees with this recommendation.

This recommendation will completed as part of the implementation of the
revised Parking Stamp Procedure in Q2 2012

Recommendation 31

That monthly vehicle allowance payments required by the  collective agreements
are paid systematically, consistently, and accurately.

Management Response
Management agrees with this recommendation.

The current vehicle allowance payments process requires manager authorization
monthly. This will be enhanced by the following initiatives: Human Resources
will establish a position attribut e in SAP, as noted in Recanmendation 7, to
define those positions which require either a grandfathered monthly allowance
(CIPP) or a monthly allowance (CUPE). This information will be provided to
managers for review on an annual basis and will also be provided to
Payroll/Finance to reconcile against actual SAP payments of monthly
allowances.

These improvements will be in place by the end of Q2 2012.

Recommendation 32

That changes made to job descriptions be made in consultation with the manager
and other impacted individuals. Care should be taken to guard against
inadvertently creating non -compliance issues with the collective agreements.

Management Response
Management agrees with this recommendation.

Changes to job descriptions are and will continue to be undertaken in
consultation with managers and affected employees.
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Recommendation 33

That when entering manual mileage claims into the system, the Payroll Unit
enter the distances being claimed for all employees.

Management Response
Management agreeswith this recommendation.

This requirement has been added to the SAP enhancement work plan and will be
prioritized with other activities. In the meantime, Payroll will determine if there

is an interim solution for tracking the distances being claimed by e mployees who
report taxable mileage. This will be completed by Q 2 2012.

Recommendation 34

That the City evaluate the cost/benefit of automating the regular monthly
payments to CIPP and CUPE employees.

Management Response
Management agreeswith this recommendation .

The cost/benefit of automation will be completed by Q2 2012.

Recommendation 35

That the City investigate opportunities to build in analytical controls into the

automated mileage and parking system. These could include

a) A flag or report that identifies when an individual or group of individuals is
projected to exceed a specified limit both for mileage and for parking; and,

b) Automated checks that help ensure exceptional mileage claimed by
Construction Technicians is appropriate (i. e., lesser of the distance from home
to work location, or from home to administrative office).

Management Response
Management agrees with this recommendation.

Payroll will investigate if there are opportunities to build analytical controls into
the automated mileage and parking system by the end of Q2 2012.

Recommendation 36

That the City include Meter Readers and Construction Technicians in the
automated mileage system to take advantage of the current improved efficiency
and controls, as well as po tential improved analytical controls.

Management Response

Management agrees with this recommendation with respect to construction
technicians.
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Payroll will add the requirement to develop an automated form for taxable
mileage to the SAP enhancement work plan and it will be prioritized with other
initiatives. This work effort will be completed by Q4 2012.

The tool will be in place for all employees reporting taxable mileage, and
management has confirmed that construction technicians will use the tool when
it is built. In accordance with the CUPE 503collective agreement, construction
technicians arecurrently entitled to receive payment for mileage when traveling

between the job site and home at the beginning and end of the working day (To
and From Mileage). This entitlement will expire in December 2012, as per Letter
of Understanding #13, at which time , mileage will be reduced.

Management disagrees with this recommendation with regard to meter readers.

The primary reason for the exclusion of meter readers from the automated
mileage system is the nature of the outside work that does not require them to
have permanent access to the City network and dedicated PCs. At present a
single computer is provided for all 13 positions to enable them access to
resources such as Ozone. It is estimated that meteregaders queuing up for access
at the same time everytwo weeks to acomputer, waiting to login and replicating
the mileage information that is already filled in from the mileage sheets after
every assignment; would result in an estimated extra 15 minutes per employee,
plus on average a 30 minute wait time , for 10 extra hours bi-weekly.

In addition, all meter readers would need to login to the available computer to
enter their data and then check back to confirm approval . This would result in
an estimated 260 hours a year, or $7,800, in lost productivity.

An alternative would be to invest in additional computers that would sit idle

except for 15 minutes every two weeks to improve data entry wait times. This is
not viable and would result in lost productivity estimated at $2,500. The loss in
productivity would not offset any efficiency gained by providing access to the
new automated system for meter readers that do not have, or currently require,

permanent access to the City network.

At this point water meter readers do not have easy access to PCs, however if that
should change, water meter readers will also be able to use the automated form.
If not, they will continue to report in hard copy as they do today.

Conclusion

The audit found a need to develop a complete management framework governing
all elements in the scope of this audit, including relevant policies and procedures
and a system of internal controls, monitoring and oversight to assist the managers
across the City in managing their operations to a consistent standard of care.
Review and monitoring practices need to be implemented with a focus on economic
choices. Tracking and oversight is needed, particularly in the use of parking passes,
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business use ofCity vehicles, and taxable benefits. The audit also found a need for
improved documentation of who has, or is entitled to a benefit or reimbursement,
along with a justification.

Some efforts have recently been made to improve the management of the processes
in the scope of this audit. A new automated mileage and parking system was
implemented by the Payroll Unit in 2009 that has built in efficiencies and enhanced
some controls in the mileage and parking claim process. The Payroll Unit has also
taken initiative in identifying weaknesses in the Personal Use of City Vehicles
Policy and the understanding of taxable benefits therein, and is taking steps to
clarify the Policy. Procedures for the parking validation stamp were recently
drafted, and include comprehensive and specific instructions on the controls
expected in managing the process.

Potential annual cost savings of $106,000 were identified in the audit, with an
additional $240,000 in liabilities related to taxable benefit reporting that could be

avoided. Due to the lack of accurate and reliable data, a more comprehensive
analysis of potential savings could not be completed.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.

Office of the Auditor General 2010Annual Report Page107






Ortawa

5.2 Audit of Selected Grant Recipients i Signed Agreements and
Audit Clauses

Introduction

The Audit of Selected Grant Recipients d Signed Agreements and Audit Clauses
was included in the Office of the Auditor General (OAG) 2010 annual work plan
presented to Council in June 2010.

Audit Objective, Scope and Methodology

The objective of this audit was to review a sample of 2009 grant agreements from
the Community Funding Program and the Cultural Funding Program to verify  that
the agreement was signed by the appropriate parties and ensure the agreement
included an audit clause.

A list of all organizations which received funding in 2009 via any of the grant
programs administered by the Community Funding Program and the Cultural
Funding Program was obtained from management. From this list, 25 agreements
from Community Funding Program and 25 agreements from Cultural Funding
Program were selected for review. Each sample of 25 files included the 10
organizations with highest funding amounts and an additional 15 randomly
selected organizations with funding amounts greater than $10,000.

Observations and Recommendation

2009 Community Funding Grants

In 2009, based on data provided by management, atotal of 222 organizations
received funding from the Community Funding Program. The total amount of this
funding was $21,865,718. Of the 25 files reviewedall contained a signature from the
City and recipient.

There are three different versions of the audit clause currently in use. The first is
within the Letter of Agreement contained in the Terms and Conditions, stating:

Accounting

a) The Recipient shakeep and maintain records, invoices and other documents
relating to the City of Ottawads
consistent with generally accepted accounting principles and administrative

practices, and shall maintain such records for a peridtireé years from
receipt of the Funding Contribution.

b) The Recipient authorizes the City of Ottawa, its agents and the City of
Ottawa Auditor General at all reasonable times to inspect and copy any

records, invoices and documents in the possession or tiredeontrol of the
recipient which relate to the Funding Contribution.
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c) The right of inspection under this paragraph includes the right to perform a
full or partial audit.

A more comprehensive version appears in the Community Funding Contribution
Agreement, stating:

7. Audit Requirements

a) The Recipient shall keep and make available proper books of account
and records of the financial management of the funds provided under
this agreement, in accordance with generally accepted business and
accounting practices

b) The Recipient shall make its books, accounts and records available at
all reasonable times for inspection and audit by representatives of the
City to ensure compliance with the terms and conditions of this
agreement.

c) Audit requirements shall survive forthree years beyond the
termination of this agreement.

d) The Recipient shall provide annual audited financial statements.

e) The Recipient shall make available program and governance
information for audit purposes.

f) The Recipient authorizes the City of Ottawa,agents and the City of
Ottawa Auditor General at all reasonable times to inspect and copy
any records, invoices and documents in the possession or under the
control of the Recipient which relate to the Funding Contribution.

Finally, there is a general statement within the Recreation Service Delivery
Agreement stating:

The Program Sponsor shall maintain and make available for audit by
representatives of the General Manager financial records indicdtiag

di sposition of t heprdiamsyad well aalhprogranb ut i o
revenues, expenses, assets, and liabilities. The Program Sponsor shall provide
annual audited financial statements for all contracts over the amount of
$25,000.

2009 Cultural Funding Grants

In 2009 a total of 227 organizatims received funding from the Cultural Funding
Program. The total amount of this funding was $8,023,435. All files except one
were found to contain appropriate signatures. The one agreement in question did
not contain a signature from the City but did con tain signatures from the recipient
organization. This has subsequently been corrected.

There are currently five different audit clauses in use for the Cultural Funding
program, including:
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1. Arts Program, Capacity Building Program and Festivals & Fairs Program:
9. Accounting

The Recipient shall keep and maintain records, invoices and other documents
relating to the funding allocation in a manner consistent with generally
accepted accounting principles and clerical practices, and shall maintain such
records dr a period of three years from receipt of funding.

The Recipient authorizes the City, its agents and the City Auditor General at
all reasonable times to inspect and copy any records, invoices and documents
in the possession or under the control of theigkea which relate to the
funding.

The right of inspection under this paragraph includes the right to perform a
full or partial audit.

2. Arts Service Agreements:

7.  Audit Requirements

a) the Arts Service Provider shall keep and make available proper books of
account and records of the financial management of the funds provided under
this Agreement, in accordance with generally accepted business and accounting
practices

b) the Arts Service Provider shall make its books, accounts and records
available at all reasable times for inspection and audit by representatives of
the City to ensure compliance with the terms and conditions of this Agreement

c) audit requirements shall survive for three years beyond the termination of
this Agreement

d) the Arts Service Provider sHalprovide annual audited financial
statements

3. Heritage Program (Project and Historical Societies)
9. Accounting

The Recipient shall keep and maintain records, invoices and other documents
relating to the funding in a manner consistent with generally atwep
accounting principles and clerical practices, and shall maintain such records for
a period of three years from receipt of funding.

The Recipient authorizes the City, its agents and the City Auditor General at all
reasonable times to inspect and copy r@tords, invoices and documents in the
possession or under the control of the Recipient which relate to the funding
allocation.

The right of inspection under this paragraph includes the right to perform a full
or partial audit.
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4. Museum Service Agreements

Audit Requirements

(a) For the purposes of this agreement, the Recipient shall keep and make
available proper books of account and records of the financial management of
any Funding Contribution which may be received pursuant to this agreement,

in accordance with generally accepted business and accounting practices;

(b) The Recipient shall make its books, accounts and records available at all
reasonable times for inspection and audit by representatives of the City to
ensure compliance with the termsdaconditions of this agreement;

(c) Audit requirements shall survive for four years beyond the termination of
this agreement;

(d) The Recipient shall provide annual audited financial statements;

(e) The Recipient shall make available program and governance inforrfation
audit purposes; and,

() The Recipient authorizes the City, its agents and the City Auditor General

at all reasonable times to inspect and copy any records, invoices and documents
in the possession or under the control of the Recipient which relate to the
Funding Contribution and the terms and conditions of this agreement.

Heritage Service Organizations Service Agreements:
Audit Requirements

a) For the purposes of this Service Agreement, the Recipient shall keep and
make available proper books of accountrecards of the financial management

of any City funding which may be received pursuant to this Service Agreement,
in accordance with generally accepted business and accounting practices;

b)  Audit requirements shall survive for four years beyond the terminaiio

this Service Agreement;

c) The Recipient shall provide annual audited financial statements;

d) The Recipient shall make available program and governance information
for audit purposes; and,

e) The Recipient authorizes the City, its agents and the City Auditeneral

at all reasonable times to inspect and copy any records, invoices and documents
in the possession or under the control of the Recipient which relate to the
funding contribution and the terms and conditions of this Service Agreement.

Recommendation 1

That the City standardize the audit clause in grant agreement documents using
the conditions set out in the Community Funding Contribution Agreement.
Where the requirement for audited financial statements does not apply, this
condition should be removed .
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Management Response
Management agrees with the recommendation.

The Community Funding Contribution Agreement will be used as a template to
standardize the audit clause in grant agreement documents, subject to review
and approval by Legal Services and the Grants and Contributions Coordination
and Oversight Committee.

Once finalised and approved, this clause will be incorporated in all new
agreements being drafted and in existing agreements as they come up for
renewal, in Q4 2011.

Conclusion

With the exception of one file, all those reviewed during the audit contained a
signed agreement between the City and the recipient organization. All agreements
also contain an audit clause however, there are various versions of this clause
currently in use. Regardless of the dollar amounts involved, in our view, it is
important that the City have the right to undertake an audit of any grant recipient

to ensure that the purpose for which funding has been provided has been achieved.
The City should standardize the aud it clause to ensure consistency across all these
agreements.

ACKNOWLEDGEMENT

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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5.3 Audit of the Nepean Sailing Club Agreement

Introduction

The Audit of the Nepean Sailing Club was included in the 2010 Audit Plan of the
Office of the Auditor General, first presented to Council in June 2010 as part of the
2009 Annual Report.

Background

The Nepean Sailing Club (NSC) is located at 3259 Carling Avenue (Dick Bell Park)
in former Nepean. Founded in 1979, NSC offers mooring, lessons, support and
sailing facilities for persons with a
members and the general public. Although NSC formerly enjoyed financial support
from the former City of N epean, it no longer receives funding from the City of
Ottawa. Nonetheless, it has both a loan and lease agreements with the City of
Ottawa.

Audit Scope, Objectives and Criteria

The Nepean Sailing Club is considered
funding, lease property or in -kind services. As such, the scope of the audit was
limited to a review of the agreement.

The objectives/criteria included:

e Does the City currently have an up -to-date and signed agreement or contract
with the NSC; and,

e Are the City and the NSC in compliance with the terms and conditions in
this agreement?

In addition, the audit included a review of the loan provided to NSC to upgrade its
dock.

Approach

The audit approach included interviews with the Commodore of the Nepean
Saling Club as well as documents review.

Detailed Findings, Observations and Recommendations

Loan:

The leaseagreement was signed in June 2002 by the former NSC Commodore, and
the Mayor and Deputy City Clerk of the City of Ottawa. The loan, to assist NSC i n
improving its dock facilities, was in the amount of $1,450,000. Per the agreement,
NSC has been remitting $100,000 (principle and interest) yearly. From 2010 on
interest on the loan repayment is estimated at 3.5%.

Office of the Auditor General 2010 Annual Report Pagel15

di sa

at a



@
Otta\m Audit of the Nepean Sailing Club Agreement

Lease Agreements:
In total, the City hastwo lease agreements with NSC and one sublease agreement:

e Lease for the building (renewed 12 May 2010);
e Lease for Dick Bell Park (renewed 12 May 2010); and,
e Sub-lease for the harbour (lease not signed off by the Ministry of Fisheries

and Oceans as atl8 February 2011 as they had some issues related to
maintenance).

On May 12, 2010,the following committee recommendation carried at City Council:

That Council approve the Lease between the Nepean Sailing Club and the
City of Ottawa for the property municipally known as 3259 Carling
Avenue for a term of fourteen (14) years and six (6) months commencing
on 1 January 2009 and ending 30 June 2023.

Relevant excerpt of the report ACS2010CMR-REP-0005 follows:

0The NSC is current | $63424lusiGSHThaCity aamch n u a | r
the NSC have a separate Loan Agreement (for repayment of funds to the City in

relation to the dock infrastructure). The term of the Loan Agreement expires in

2023. The new lease will extend the term to 30 June 2023 so that the enduate of t

lease is consistent with the end date of the Loan Agreement.

The new lease is for a term of fourteen (14) years and six (6) months, to be

computed retroactively from 1 January 2009 to 30 June 2023. The annual net

rental amounts are as follows:

2009- $85,000.00 plus GST;

2010- $110,000.00 plus GST/HST as applicable;

2011- $130,000.00 plus HST;

2012- $130,000.00 with annual CPI increase plus HST;

201320230annu a l CPlI increase to previous Yyecz¢
The original agreementdid notaddresS86s request for use of
grounds. As a result, it was necessary to create a new License of Occupation to
recognize NSCO6s use of approxi mately six

youth sailing building. The License is for one ($1)atalecognizing the Municipal
Capital Facility status in place on the property.
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To ful fild/ the | ast el ement of t he NSCO&s

entered into a Lease Agreement with the Crown for the use of the water lot. The
City has asgned the current rights under the agreement with the Crown to NSC
in order to occupy the water lot for mooring purposes. Rent for the water lot rights

is set at 20% of gross revenue generated

While the lease agreements were beingrenewed, NSC correctly continued to pay
$63,426 plus GST or HST ($5,286/month + taxes). Updating of the customer
account was not undertaken until the end of 2010 and required an inordinate
number of line items due to the change in rents dating back to January 2009.

Annual net rental amounts are as follows:

2009 2010 2011 2012 20132023
Annual CPI
$130,000.00 with increase to
annual CPI previous
Principle year net of tax $85,000 $110,000 $130,000| increase plus HST. | rent plus HST.
Principle monthly net of tax $7,083.33| $9,166.67| $10,833.33

GST (5%) | GST/HST | HST (13%)

Taxes (GST: Jardun 2010) $458.33
Taxes (HST: JuDec-2010) $1,191.67
Taxes for the month $354.17 $1,408.33
Jan to June 2010 incl. Tax $9,625.00
July to December 2010 incl. Tax $10,358.33
Total with taxes for the year $7,437.50 $12,241.67

$89,250.42| $119,900.04| $146,900.04

Updating of the rent condition was set incorrectly in SAP/RE (Real Estate module)

as a March 01 increase rather than a January 01 increase each year. Therefore,
January and February Dbillings were at t
issued outside of the Real Estate module contract to capture the January and
February 2009, 2010 and 2011 rent increases. Management has informed us that the
contract date in SAP has now been corrected to state January 01 as opposed to
March 0O1.

Recommendation 1

That the City ensure the accuracy of start and end dates of lease agreement when
setup in SAP.

Management Response
Management agrees with this recommendation.
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In this particular case, staff was required to extend end dates in order to continue
billing, as the result of an overholding tenant who had remained in the rental
premises after the tenancy had expired.

A summer student was hired to update the SAP/R eal Estate (RE)module to
capture accurate end-date information. This is now a distinct reporting option in
addition to the billing end -date.

Staff have created and implemented the use of the Agreement Summary sheet,
which includes all details of lease agreements, including start and end dates. It is
attached to the lease file and provided to the Administrator of leasing for entry
into SAP.

Recommendation 2
That th e City simplify the transactions used to update the rent in SAP.

Management Response
Management agrees with this recommendation.

When a contract is being extended and updated in SAP/RE to include new rental
data, a manual invoice is now created outside of the RE module. This has been
implemented to alleviate numerous follow -up postings to the customer account.
Memos are attached to the contract regarding any transaction occurring outside
the RE module.

Recommendation 3

That the City expedite the charging of the new rent amount and clean -up of the
account after an agreement is approved by City Council.

Management Response
Management agrees with this recommendation.

As per current practices, all supporting documentation (insurance, approved
report, fully execu ted agreement, and Agreement Summary sheet)is required for
the SAP Administrator to attach and document on the contract. Delays may
occur from Council concurrence of the report to the execution of the agreement.

Conclusion

The City of Ottawa has two signed lease agreements, one sullease agreement
(Ministry of Fisheries and Oceans) and one loan agreement with the Nepean Sailing
Club. NSC is in compliance with the terms and conditions of these.

While the lease agreements were being renewed, NSC correcty continued to pay
$63,426 plus GST or HST ($5,286/month + taxes). However, updating of the
customer account was not undertaken until the end of 2010 and required an
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inordinate  number of line items which complicated the relatively simple
transaction.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management and the Nepean Sailing Club.
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5.4 Audit of the Sugarbush (Action Vanier) Agreements

Introduction

The Audit of the Sugarbush (Action Vanier) Agreements was included in the 2010
Audit Plan of the Office of the Auditor General, first presented to Council in June
2010 as part of the 2009 Annual Report.

Background

In June 1998, the former City of Vanier signed an agreement with Action Vanier
relating to the use of Richelieu Park forest (300 Péres Blancs). Specificallythe
agreement permitted the association to re-build a sugarbush where, between 1938
and 1978t he ol d P res Blancs Missionnaires
The Vanier Sugarbush was rebuilt in 1999. No rent is received for the use of the
land.

The City also provides Action Vanier with annual renewable community funding
for the association to hold a maple syrup festival d SugarFest or Festival des sucres.

Audit Scope, Objectives and Criteria

The Vanier Sugarbush is considered at
funding, lease property or in -kind services. As such, the scope of the audit was
limited to a review of the agreement.

The objectives/criteria included:

e Does the City currently have an up-to-date and signed agreement or contract
with the Vanier Sugarbush; and,

e Are the City and the Sugarbush in compliance with the terms and conditions
in this agreement?

In addition, the audit included a review of the SugarFest grant provided to Action
Vanier to hold the yearly festival.

Summary of Key Findings

Key findings arising from this audit include:
e The current Land Utilization Agreement the City has with Action Vanier for
its use of Richelieu Park was entered into in June 1998 by the fomer City of
Vanier and has not been renewed.

The funding submission request files for 2010 and 2011 had been verified by
a funding consultant, dated and signed as: Total Package Complelait the

do /

ar mo

2010file was found to be missing two documents (the approved Tr easur er

report and a listing of subsidized activities and their impact on the
community); and, in the 2011 file five documents were missing (Annual
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Gener al Meeting minutes, Annual Report,

and a listing of subsidized activities and their impact on the community and
the audited financial statement). Funding in 2010 and the first instalment of
2011 funding were nonetheless paid to Action Vanier.

Action Vanierds 2011 Funding Submissi
calculation errors not reflecting a forecasted surplus of $21,752

In addition to the $21,752surplus, the 2011 funding consultant noted on the
2011 Funding Submission File Summary sheet under Audited Financial

Statements that t he gurpluwfput notordflected ik i gni f i
submi ssiond6; and again under Budget Pres:

e The most recent version of the Community Funding General Policy states:
Non-Profit organizations are required to operate without surplus or deficit.

The policy goes on to state:

At the Citybés discretion, an organi zaf

spending plan (staff will consult with Financial Services in cases where a
surplus exceeds 6 monthsd operating
organization to discuss and follow up on the plan for the surplus.

Consideration should be given to including further clarification regarding
the conditions under which funding could or would be altered where
continued surpluses exist.

e Since amalgamation, noc ompr ehensi ve review of o6gran

agreements has been undertaken to ensure funds are still required and that

they continue to meet Council ds funding

beneficial in confirming that this is still the case.
Recommendations and Management Responses

Recommendation 1

That, as planned, Urban Division of the Community Programs Branch in liaison
with Legal Services and Real Estate Partnership and Development Office
(REPDO) expedite the review, update and renewal of th e land utilization
agreement between Action Vanier Inc. and the City of Ottawa.

Management Response
Management agrees with this recommendation.

The Urban Division of the Community Programs branch, in liaison with Legal
Services and the Real EstatdPartnership and Development Office (REPDO), will
expedite the review, update and renewal of the land utilization agreement
between Action Vanier Inc. and the City of Ottawa by the end of Q2 2012
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Recommendation 2

That Legal Services investigate the existen ce of any other similar land utilization
agreements signed by former municipalities with a view to review, update and
renew outdated agreements.

Management Response
Management agrees with this recommendation.

The Community Programs branch will identify all operative but outdated
agreements and establish a work plan, with criteria/principles, for the review
and renewal of all agreements involving access to City-owned/leased land to
support the delivery of parks and recreation services.

This will be done as part of the development of the Community Support and
Partnership Framework planned for Q2 2012. REPDO will be consulted in this
process.

Recommendation 3

That, notwithstanding the split of Community Funding and Recreation Funding
and the matrix reporti ng relationship on some files, the City ensure that all
documents are received and put in a central file prior to funding being issued.

Management Response
Management agrees with this recommendation.

All relevant documents related to funding are received and maintained in a
central file. They are physically located with the person responsible for managing
the file.

A comprehensive review of the Sugarbush file was rendered more difficult
because of thematrix reporting relationship between Community Funding and
Recreation Funding at the time the fieldwork for this audit was underway.

The reorganization is now complete, and the central file for the Sugarbush is
housed at the 101 Centrepointe Drive location with the staff person who
manages the file.

Recommendation 4

That Customer Relation s, Business Integration and Funding Branch of the Parks,
Recreation and Cultural Services Department review all grants/purchase of
service and ensure criteria for grant renewals are fully met.

Management Response
Management agrees with this recommendation.

The funding consultant now uses a revised checklist, which is broken into two
parts: mandatory and optional documents. The mandatory items must be
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received in order to obtain funding . As examples, a mandatory document would
be a completed funding submission and an optional document would be a report
detailing an agencyo6s performance indicato

In some cases it is appropriate for management to use discretion when renewing

grants even if all criteria have not been met. As an example, if an organization is

not able to hold its Annual General Meeting prior to the funding submission

deadline, they will not be able to submit the required documentation with their

submission. Management has the discretion in such cases to approve the funding

request to avoid creating unwarranted difficulties for the recipient or for the end

users/ clients who benefit fr dmexercisiegthsar t ner
discretion, managemen t takes into account such fact
compliance with mandatory requirements, whether the funding submission is
substantially compl et e, and/ or, the organi
to fulfil mandatory requirements.

A process has been established where the consultant must seekmanage ment 0 s
approval to release funds whenever mandatory criteria will not be met prior to

approval. A policy and procedure review, which will be completed by Q3 2011

will include the new process.

Recommendation 5

That Customer Relation s, Business Integration and Funding Branch of the Parks,
Recreation and Cultural Services Department review its agreement to ensure
consistency between the French and English and between the agreement and
Funding Submi ssion File Summary.

Management Response
Management agrees with this recommendation.

A review has been completed and necessary revisions to ensure consistency in
the Sugarbush file will be made when the agreement is renewed in Q1 2012, prior
to their next event.

Recommendation 6

That the City wundertake a r eviagreements to 0 gr anc
ensure funds are stil]l required and that th
prio rities.

Management Response
Management agrees with this recommendation.

The review of the Community Funding Framework Policy planned for Q4 2011

and the Community Support and Partnership Framework planned for Q2 2012,

wi || each contain a wor Kk pl an for t he r
agreements within each program.
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Recommendation 7

That Customer Relations, Business Integration and Funding Branch ensure the
accuracy of amounts contained in the Funding Submission Request.

Management Response
Management agrees with this recommendation.

A new two -step process has been implementedto ensure accuracy of amounts
contained in the Funding Submission Request. As a first step, data will be input
into the system and verified for accuracy and completeness by an administrative
clerk. The second step will be a review of the information by the funding

consultant.

In addition to the above, the Community Programs branc h is exploring the use of
an automated business solution (already being considered by Community and
Social Services) to provide additional checks to ensure accuracy of amounts
Costs are being confirmed and the ongoing costs (i.e, licensing fees, upgrades
will be submitted and considered asa part of the 2012 budget.

Recommendation 8

That the City ensure the Funding Submission Request specifies how any increase
in subsidy will be utilized before granting the increase.

Management Response
Management agrees with this recommendation.

The Funding Submission Request document currently requests this information,
however, in the instance referenced in the audit report no details were provided
by the funding recipient. In the next round of the funding submission process,
the Funding Submission Request will require recipients to specify how any
increase in subsidy will be utilized before a submission will be considered
complete. This is expected to be done by Q2 2012.

Recommendation 9

That the City consider provi ding further policy clarification regarding the
conditions under which funding could or would be altered where continued
surpluses exist.

Management Response
Management agrees with this recommendation.

The Community Funding Framework Policy (planned for Q4 2011) and the
Community Support and Partnership Framework (planned for Q2 2012) will
provide further policy clarification regarding the  conditions under which
funding could or would be altered where ¢ ontinued surpluses exist.
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OAG Update

In May 2011, after the audit had been completed, we were informed that the
Recreation Funding Unit had been realigned and would now report through the

Community Programs Branch. As such, Management from the Community

Programs Branch provided management responses to certain recommendations
directed at Customer Relations, Business Integration and Funding Branch.

Conclusion

This audit has revealed a lack of compliance with the Community Funding
Agreement, specifically wi th the association providing the required documentation.
The 2011 Submission Request for Funding was also found to contain several errors
and omissions which were not questioned by Customer Relations, Business
Integration and Funding Branch. In addition, the need to review, update and
renew the land utilization agreement between Action Vanier and the City of Ottawa
was highlighted. A new agreement should be entered into as promptly as possible.

The current Community Fundi Nan-PGfearganizatbnsP ol i ¢
are required to operate without surplus or

In our view, further clarification regarding the conditions under which funding
could or would be altered where continued surpluses exist would be beneficial.

Finally, a review of ogr andf at heredd6 funding agreement
ensure funds are stil]l required and that t
priorities.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by City management as well as Action Vanier.
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5.5 Audit of the Revenue Branch
EXECUTIVE SUMMARY

Introduction

The Audit of the Revenue Branch was initially planned for 2010, but as a result of a
City Council motion passed August 28, 2008, the audit was added to the audit plan
for 2009, and is being reported as part of the 2010 annual report.

Background

The Revenue Branch of the City of Ottawa has approximately 158 full-time
equivalents (FTE) representing approximately 30% of the Finance Services
Department as structured in 2010. The Revenue Branch provides billing, customer
service and collection services for most City services including taxation, utilities and
user fees. For some deprtments that do their own billing and collect their own
revenues as they pertain to their programs, the Revenue Branch only provides
services on an as needed basis (such as collections and customer service). The
Revenue Branch also supports all aspects b the property assessment process
including liaison with the Municipal Property Assessment Corporation (MPAC),
calculating capping provisions for designated property classes and payments in lieu
of taxes and related tax adjustments. As a result of realignment in 2009, Cash
Operations was assigned to the Revenue Branch in order to consolidate revenues,
payments and collections.

The Revenue Branch manages an account base consisting of approximately 290,000
property tax accounts with a 2009 tax levy of $1.13billion and 200,000 water and
sewer accounts with annual revenues near $200 million. The Customer Service and
Collection Unit within the Branch performs customer service and collections
activities on property tax and water accounts as well as other amounts owing to the
City. There are approximately 243,000 accounts being managed by the collections
unit including amounts owing for provincial offences, parking fines, overpayment
recoveries and general departmental program fees.

Audit Objectives

The audit was undertaken in order to provide an assessment of the overall
administration and management of the Revenue Branch of the City of Ottawa. The
audit was intended to assess the adequacy of management systems, controls and
practices including those intend ed to control and safeguard assets.

Further, the audit was undertaken in order to assess the degree to which the
Revenue Branch has appropriately recognized revenues within its legislative
boundaries and has ensured controls are in place. The degree towhich systems
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were integrated and were aligned with Branch goals and priorities were also
explored.

In addition, critical business processes were assessed to identify opportunities for
improvement and efficiencies.

The audit criteria for this audit inc luded:

1. To evaluate the degree to which the Revenue Branch complies with
legislation regarding municipal revenues.

2. To evaluate the effectiveness of the current internal control framework with
respect to revenues.

3. To assess the extent to which the City hasmaximized its revenues.

4. To assess the extent to which the City has maximized its property assessment
for tax purposes.

5. To assess the extent to which the City safeguards assets.

6. To assess the degree to which revenue systems/policies/procedures and
processesare aligned with strategic goals and support efficient, effective
service delivery.

Audit Scope

The period covered in this audit was 2009 with some elements from 2010 and 2011
as identified in the report.

The scope of this audit focused on revenue managenent within the Revenue Branch
and compliance with legislative authorities and policies as well as financial
management and controls.  This involved audit evidence gathered within the
Revenue Branch, Financial Support Units (FSU), Client Service Centres (CSC),
Planning and Growth Management, Parking and By -Law Operations, Provincial
Offences and Information Technology Services (ITS). Some evidence of practices
utilized by other municipalities was also gathered for comp arison purposes.

Summary of Key Findings

1. The Branch had not completed the flowcharting of all business processes. As
part of this audit, the Office of the Auditor General (OAG) using documentation
prepared by the Branch, including some flowcharts, conducted a detailed
review of 20 critical business processes, including documenting and
flowcharting these processes, and looking for opportunities for improvement
and efficiencies. During the course of the audit the Branch completed the
flowcharting that Ma nagement considered the most important of their business
processes.

2. Revenue Branch staff wuse many systems
there are specialized requirements such as for calculation purposes and privacy
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purposes. This includes stand-alone spreadsheets such as for Payment in Lieu

of Taxes (PILT), tax rebates and related interest and assessment adjustments and

client inquiry tracking.  This has resulted in the need for additional staff time

for data entry and review and reconcil iations between sub-systems and SAP, the
Cityds financi al system. For the 1l ong te
automation opportunities within the Revenue Branch especially regarding

offering additional services to the public.

3. Property tax billin g processes are adequate and the property tax ratio and rate
setting process meet legislative requirements.

4. Although the tax adjustment processes within the Revenue Branch are managed
through manual processes, we found that staff are thorough with respectto the
process.

5. Management had already recognized that the current PILT spreadsheet cannot
be relied upon as a longterm solution for PILT and sought an automated
solution. The PILT database project was estimated to cost $100,000 and was
identified in the 2008 budget. Administrative savings were not specified.
Management indicated that they expect to realize some staff efficiencies when
the database solution is operational, and that they plan to redeploy these
resources to other PILT activities such asthe protection of current levels of PILT
revenue and the possibility of additional PILT revenue. As of March 2011, the
projected completion date is May 2011. The City should realize operating
efficiencies from the implementation of the PILT database.

6. The Branch approved a business case to au
Revenuedé in early 2009. The biimsgcostefss cas
$20,000 which would be offset by savings within an estimated one year payback
period. The business caseidentified a number of business problems with the
current use of spreadsheet for tracking. The project was placed on hold by ITS
in late 2009. Management indicated they have pursued off the shelf external
providers; however, they found the costs to be extremely high (i.e., $50,000
annual licensing fee for 70 users). The City should pursue opportunities for
potential automation.

7. As at the end of 2009, there was approximately $2 million in outstanding credits
on water accounts representing monies that are owing to customers, primarily
due to cases where estimated water usage has exceeded actual readings.
Management has indicated that these variances are normal for any utility using
estimated billings when fluctuations in consumption vary due to factors
including weather, equipment changes and variance in the number of
occupants. Management indicated that the new system using a radio frequency
system to collect consumption data will reduce the number of estimated bills
and substantially address credit balances on accounts. In addition, Management
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10.

11.

12.

expects operational efficiencies which will result in on -going annual savings of
$1 million.

User fee calculations are based on planned costs and volumes and we found that
there was no recent comparison of theseplanned amounts to actual costs and
volumes in order to validate that the fees charged were justified. During the
course of this audit in April 2011, Management started this process and did
some work compiling actual costs and volumes for 2009. This work should be
considered in setting future user fees. In addition, Council should be provided
with the details of the costing used to justify the user fees.

Some user fee calculationsinclude costs that in our opinion are not attributable
to the service beng provided. For example, in our opinion, the MPAC licensing
fee should not be included as a cost element for water related user fees.

The Revenue Branch undertook a comparison study of its user fees against those
of other municipalities. However, resu Its of this study were not included in
reports to Council and could be included for comparative purposes. We noted
that in November 2009 the City of Toronto provided a detailed report to their
Committee and Council with comparative information from other
municipalities for approval of new and increased user fees for property tax,
utility and parking ticket accounts .

Revenue Branch service fees (user fees) have increased each year from 2006 to
2010. The 2011 Budget proposed no fee changes as the costs ofrgee were
reduced with in the Revenue Branch in 2010.

Management approved an initiative in 2008 for an automated solution for
Property Change of Ownership by law firms.  The business case showed one
time costs of $99,000 and annual costs of $12,000 withnticipated efficiencies in
the form of redeployable savings of $89,000 per year as well as improved client
service. The business problem identified that the manual updating of the tax
system has caused unnecessary time and effort to be spent on processg forms.
This project was cancelled by ITS in 2011. Management has indicated that it is
too early for this project to be included in other Corporate projects.
Management should consider proceeding with this project.

13.The Revenue Branch staff do not curently have discretion to adjust penalties,

interest charges or other service fees. For example, there is no discretion to
adjust penalties on late payments when the ratepayer claims payment was

delayed due to death or illness. Penalties are only adjusted when the City is at

fault or when an envelope post-mark shows that the payment was mailed before

the due date. The Branch supports this approach as it provides for equal

treatment to all ratepayers.
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14.The charitable rebate processis not in compliance wit h legislative requirements
with respect to payment timeframes, interest on late payments and
recalculations based upon assessment changes.

15.For the charitable rebate program, the Branch has made reductions to charity
rebate application decisions based upon criteria that have not been included in
City policy. The specific details are also not provided to Council or the charity.

16,As identified by the Cityds External
liability related to property tax appeals is not recorded in the financial
statements. As at December 31, 2009, Management had estimated the potential
liability to be $6.7 million.

17.Vacancy Rebate Authority Levels for payments of final vacancy rebates are not
appropriately documented in writing as requir ed by the Delegated Authority
by-law.

18.Management has established several processes in order to meet the
requirements of vacancy rebates. These processes result in additional time for
manual processing and additional reviews.

19.In 2006 and 2007 vacancy rebtes in excess of $527,000 were paid to an
organization that was not the owner of the property as recorded on the tax
system. In 2009, as a result of an unrelated management review, Revenue
Branch staff identified that the applicant was not the owner, bu t rather was a
tenant and retroactively denied the rebates. The matter became the subject of an
Assessment Review Board (ARB) hearing to determine the extent of eligibility
and the ARB upheld the original Branch decision.

20.We found that payments for recreation programs were captured in CLASS
system daily, but the monies accepted and processed by Client Service Centres
for CLASS payments were only being deposited weekly. This matter was raised
with Management during the audit and the processes were subsequently
changed to daily deposits in November 2010. Management has indicated that
they, as well as the Parks and Recreation Department, were aware of the issue
and had identified it prior to the commencement of the audit. Management has
indicated that the deposit amounts are relatively immaterial.

21.The overnight client tax payment file from the cash register system at the CSC
requires the file to be uploaded by staff daily into the tax system.

Recommendations and Management Responses

Recommendation 1

That the City complete the documentation of the remaining processes and update
processes asthey change over time.
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Management Response
Management agrees with this recommendation.

Of 19 of the most important processes, all were completely flowcharted by
November 2010. Of the 49 important processes, 8 were completely flowcharted
by January 2011. The remaining 41 processes will be completed by the end of Q2
2013.

Recommendation 2

That the City continue to regularly monitor the cost of sending reminder no tices
for tax accounts and ensure they are not sent below the cost thresholds .

Management Response
Management agrees with this recommendation.

This remains current practice.

Recommendation 3

That the City realize the operating efficiencies with the implementation of the
automated meter reading system.

Management Response
Management agrees with this recommendation.

The project and migration to the new system will be completed along with the
realization of related operating efficiencies by the end of Q4 2013.

Recommendation 4

That the City provide more information to Council about user fees including the:
a) Method of calculation showing related direct and indirect cost elements
considered,;

b) Comparison of the actual vo lumes and costs to the budgeted volumes and
costs; and,

c) Comparison to other user fees in other municipalities in order to supplement
theCityds own costing data and reinforce

Management Response
Management agrees with this recommendation.

This information will be provided to Council by the end of Q4 2012.

Recommendation 5

That the City consider reviving the Property Change of Ownership project and
developing the business case to consider other automation opportunities to
realize annual operational efficiencies and improve client service.
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Management Response
Management agrees with this recommendation.

The Branch will review further automation opportunities as a participant in the
Service Ottawa Project. This review will be completed by the end of Q4 2013.

Recommendation 6

That the Revenue Branch publish a simple set of client service standards that can
be shared with the public.

Management Response
Management agrees with this recommendation.

The Branch already publishes sonme client service standards. The Branch will
determine the most effective method of publishing the remaining client service
standards by the end of Q1 2012. The remaining client service standards will be
published by the end of Q3 2012.

Recommendation 7

That Management pursue opportunities to automate the client inquiry tracking
system based on alternative automation systems.

Management Response
Management agrees with this recommendation.

The City has pursued opportunities to automate the inquiry tracki ng system.
The automation and software to capture this client activity is similar in scope to
the Client Services Management system being implemented through the Service
Ottawa initiative. The first phase of the Service Ottawa Client Services
Management system is scheduled for Q3 2011. The Branch is scheduled for the
second phase. The timing of the release of the second phase will not be
determined until after phase one is complete.

Recommendation 8

That the City review the Delegated Authority with resp  ect to discretion for
waiving fees .

Management Response
Management agrees with this recommendation.

The Delegated Authority is reviewed by the City regularly. By the end of Q4
2012, the Branch will examine each of the fees with respect to seeking discretin
for staff for the waiving of fees.
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Recommendation 9
That the City realize operating efficiencies from the implem entation of the PILT
database.

Management Response
Management agrees with this recommendation.

The project and migration to the new system will be completed along with the
realization of related operating efficiencies by the end of Q4 2012.

Recommendation 10

That the City :

a) Include the criterion for processing charity rebate applications and
adjustments to calculations in City policy and disc lose the policy to Council;

b) Provide calculation details for charity rebates to the charity; and,

c) Make available, to Council, a schedule of prior year charity rebates.

Management Response

a) Management agrees with this recommendation. The policy has already been
updated. The policy will be shared with Council by the end of Q2 2012.

b) Management agrees with this recommendation. Calculation details will be
provided to charities by the end of Q4 2012.

c) Management agrees with this recommendation. A schedule of prior year
charity rebates will be on deposit with the Deputy Treasurer, Revenue by the end
of Q4 2012.

Recommendation 11

That the City update the charitable rebate process (policies, procedures and
practises) to ensure that rebates are paid within legislative timeframes.

Management Response
Management agrees with this recommendation.

The Branch has already implemented this recommendation.

Recommendation 12

That the City update the charitable rebate process (policies, procedures and
practises) to include the requirement to pay interest as required by subsectio n
361(9) of the Municipal Act .

Management Response
Management agrees with this recommendation.
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The Branch has already implemented this recommendation and has updated the
policies and procedures.

Recommendation 13

That the City consider updating the charitable rebate process (policies,
procedures and practises) to include the requirement to recalculate charity
rebates upon assessment changes and to recover funds owed to the City and
remit fun ds owed to charities in acco rdance with the Municipal Act .

Management Response
Management agrees with this recommendation.

The Branch will review the implications of changes to the charitable rebate

process (policies, procedures and practises) to include te requirement to

recalculate charity rebates upon assessment changes and to recover funds owed
to the City and remit funds owed to charities by the end of Q4 2012.

Recommendation 14

That each year the City review the need to establish an allowance for wr ite-offs
of the property tax appeals within the financial accounting system as also
recommended by the external auditors.

Management Response
Management agrees with this recommendation.

This is already current practice. In the year-end financial process, Branch staff
review outstanding appeals in light of past experience to determine with
certainty a pattern of predictable write -offs. Given the common practice by large
property owners of annually appealing their assessments, the outcome of multi -
year open appeals is difficult to determine.

Recommendation 15

That the City ensure that references relating to authority levels for vacancy
rebates are appropriately documented in the vacancy rebate process (policies,
procedures, practises) as well as in supporting documentation.

Management Response
Management agrees with this recommendation.

The Branch will complete the review of the policies, procedures, practises and
supporting documentation for the vacancy rebate process to ensure the
consistent useof terminology by the end of Q4 2011.

Recommendation 16
That the City consider options to automate the vacancy rebate process.
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Management Response
Management agrees with this recommendation.

This remains current practice. The Branch will review automation options for

the balance of the vacancy rebate process by Q4 2012.

Recommendation 17

That the City update the vacancy rebate process (policies, procedures, practises)

to incorporate Ma nreggrding ateresbcalculatiorss.n g e s

Management Response
Management agrees with this recommendation.

The procedure OHandling Interest Pay ment

was updated in July 2010.

Recommendation 18

That the City ensure that CLASS deposits at the Client Service Centres are made
on a daily basis and that the credit card terminal is closed daily in accordance
with the Cash Handling Policy and Cash Handling Procedures.

Management Response
Management agrees with this recommendation.

This practice was implemented in November 2010.

Recommendation 19
That the City ensure deposits over the maximum daily allowable amount are

dealt with in accordance with the Cash Handling Policy and Cash Handling

Procedures.

Management Response
Management agrees with this recommendation.

This remains current practi ce. The Cash Handling Procedures provide guidelines
on actions to be taken when amounts on hand exceed certain thresholds, but do
not actually preclude keeping any amount on site. Any decision regarding
scheduling would take into account the cost of an additional pickup as well as
the |l ogistics of the Cityds contract
hours of operation of the site in question. The closer the amount on hand to the
guideline, the less likely a recommendation to change the pickup schedule

Recommendation 20

That the City clarify responsibilities for monitoring compliance under the Cash
Handling Policy and Cash Handling Procedures.
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Management Response
Management agrees with this recommendation.

The City will clarify responsibilit ies for monitoring compliance under the Cash
Handling Policy and Cash Handling Procedures by the end of Q4 2012.

Recommendation 21

That the City implement an automated process where the overnight client tax
payment file from the cash register system at the CSC is automatically loaded
into the tax system for processing.

Management Response
Management agrees with this recommendation.

The Branch will implement an automated process where the overnight client tax
payment file from the cash register system at the CSC is automatically loaded
into the tax system for processing by the end of Q4 2012.

Recommendation 22

That the City, for a longer-term solution, continue to pursue automation
opportunities within the Revenue Branch especially regarding offering
additional services to the public.

Management Response
Management agrees with this recommendation.

The Branch has actively pursued automation opportunities of additional services
to the public.

Conclusion

The Revenue Branch provides a wide range of services to many types of clients.

Al t hough much of t he work wunder t he Brancl
extensive and regularly changing legislative requirements, the provision of these

services and establishment of processes areManage ment 0 s responsib
found that the Branch had documented but not completed the flowcharting of their

business processes.

In order to meet the objectives of this audit, which was to provide an assessment of
the overall administration and management of the Revenue Branch of the City of
Ottawa including the adequacy of management systems, controls and practices, the
OAG conducted a detailed review o f 20 critical business processes.

The objectives of this audit included exploring the degree to which systems were
integrated and were aligned with Branch goals and priorities. In order to meet
Branch goals and priorities, the Revenue Branch uses many gstems including
stand-alone spreadsheets which results in theneed for additional staff time for data
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entry and review and for reconciliations between sub-sy st ems and SAP, tr
financial system.

We also assessed processes to identify opportunities for improvement and
efficiencies. There are some systems projects underway, such as for meter reading
and PILT, for which Management has identified operational efficiencies. Although
the Branch generally operates accurately, the Branch should continue b pursue
opportunities for automation including offering additional automated services to
the public.

Further, the audit was undertaken in order to assess the degree to which the
Revenue Branch has appropriately recognized revenues within its legislative
boundaries and has ensured controls are in place. We found the Revenue Branch
generally meets legislative requirements, with the minor exception of property tax
rebates, where Management indicated they plan to implement changes on a go
forward basis.

We found that the Corporate property tax system is effective and efficient in

processing basic transactions such as producing tax bills and capturing receipts.
We found all of the property tax bills tested to be accurate. In general, during the
course of the audit, we found that Management was proactive in addressing many

of the issues we identified in this report.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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5.6 Audit a Staffing Process in the Children's Services Branch

INTRODUCTION
This audit was added to the 2010Audit Plan presented to Council.

BACKGROUND

The audit reviewed a staffing process withi
Department of Community and Social Services.

DETAILED FINDINGS, OBSERVATIONS AND RECOMMENDATIONS

This case involves the selection of an external candidate to fill a position on a
temporary basis. Approximately seven months later, the position was posted as a
full -time position and the person in the temporar y position won the competition.

Management indicates that the hiring manager made the temporary appointment to

allow the Branch time to review the impact of the recent organizational alignment

and anticipated changes from the Province in the field of child care. When the
Branch made the decision to hire on a permanent basis, they posed the
competition.

The position was created subsequent to a major reorganization of functions which

took place within the Childrends ®gamvi ces
Manager decided in July 2009 that there was a need to create a permanent fultime

budgeted position within the unit that was bilingual and required specialized

education, as well as demonstrated experience in the management of multiple child

care ceitres; to provide the requisite program development; training and support to

the Cityds network of Child Care Centres. A

Program Manager6s i mmediate supervisor, as
(GM), Community and Soci a | Services Department i n acc
procedures.

In an email dated July 26, 2009 the Program Manager writes to the Labour Relations
Consultant (LRC) to inform them that they are in the process of filling the position
onatemporarybasisand O0j umping to Article 25.02 (b)
empl oyees with the qualifications required
are filling the position on a temporary basis to allow the Branch time to review

impact of the recent organizational alignment and of anticipated changes from the
Province in the field of Child Carebo.

After providing the LRC with the information relevant to the position, the Program
Manager, in the last paragraph, asks a question with respect to the duration of the
temporary appointment. They wanted confirmation as to whether they could
appoint an external candidate under the stated circumstances for a period of up to
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24 months, and if they needed CIPP approval, or if there was anything else they
needed to do in this situation.

The LRC forwarded t he -maitodhe &edomanVRersoarges
Consultant (HRC) as this is a question related to staffing, which is handled by the
HRC. The next email, referred to below, and dated July 29t is from the HRC to
their Program Manager asking for some advice.

Article 25.01 of the collective agreement between the Civic Institute of Professional
Personnel (CIPP) and the City of Ottawa stipulates that the Employer must first
conduct an internal competition and attempt to fill vacancies from within the
bargaining unit. If after completing an internal competition, no candidate has been
selected, the Employer may then advertise externally. Article 25.02 allows the
Employer in exceptional circumstances to advertise a vacancy extenally
concurrently or prior to the completion of the internal competition. However,
Article 25.03 (a) stipulates that the posting of temporary vacancies is only required
if the temporary vacancy is anticipated to last for more than twelve months. Article
25.03 (b) states that all unposted temporary vacancies will be offered to qualified
employees, who at the time the vacancy occurs, report to the Manager (Level 4)
where the vacancy occurs. The operational Program Manager concluded that no
one in their area was qualified and they could proceed with the consideration of
external candidates.

On July 29, 2009in an email from the HRC to their HR Program Manager noted
thatt O We need to run an internal competi
anyone with th ose qualifications; in accordance to Article 25, under special
circumstances, an external competition could be posted but no external candidates
wi || be reviewed without reviewing the

n the ClI

r os e

ti on |

i nt el

It further st at es: oBefore | jumyMgrws tdueasnt iaonnsswe rl &t

get your advice to see i f (tHefd)rknomtha wea neay
to [rlJun an internal competition to confirm whether or not we have anyone with
those qualificationséper anaib ns,@.A4 so T hée
(them) to obtain approval to post external and will let (them) know that CIPP needs
to be notified of this. Am | missing

The operational Program Manager responded to the HRC off-line advising the HRC
that she had misinterpreted the request. The request was to fill on a temporary
basis and as such the collective agreement allows this option provided that the
manager does not have any qualified candidates within the bargaining unit who

can be appointed on an acting basis.

In our opinion, there is no evidence from the file or from the interviews conducted

with key stakeholders in this case to indicate that an internal competition was
conducted in keeping with the provisions of Article 25 of the collective ag reement
and the direction issued in the e-mail dated July 29, The position was not posted
externally and there is no evidence to support the fact that any internal candidates
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were seriously considered. In fact, during the interview with the operational
Program Manager, they simply stated that they knew everyone working for the
City in this area of expertise and that to their knowledge and that of close
colleagues no one else internally was bilingual and possessed the indepth
experience of having managed multi -care centres.

Operational management indicates that the temporary position was not required to
be posted internally and the permanent position was appropriately posted .
Management indicated that it is reasonable for the Program Manager to know staff
working for the City within their area, and that external candidate was a pre-
amalgamation employee working in the field of work.

In our opinion, t he language of the collective agreement states the need to advertise
externally bargaining unit opportuniti es once no candidate has been selected
internally. While it does not clearly stipulated that a competitive process must be
extended to the filling of temporary positions an inference can be drawn . The issue
is one of transparency and fair access to City employment opportunities be they
permanent or temporary appointments .

The question to be asked is whether or not the process followed was fair and in

keeping with HR policies and broader interests of the City. Is it fair for someone to

have preferred access to temporary positions within the City based on the
Manager so di scretion without t he rigour of
competitive process?

The Program Manager indicated that they knew of the external candidate but only
from a distance as any other informed practitioner in the field of work would . The
referral of the external candidate had come from a colleague who managessimilar
outside services The colleague knew the external candidate and had referred the
person as an extremely knowledgeable and experienced candidate for the position.
Nobody else in the external community at large was considered for the position.

On August 4, 2009 the Manager, who at the time was the superior of the operational

Program Manager, sentanemai | whi ch stated olt | ooks | il
for you to proceed with offering the position to the external candidate on a
temporary basiso.

The Ma n a g e-mdilsgoes on to say that they had othe General Manager 0 s
concurrence with starting salary and to ensure that HR makes arrangements to have

the candidate language testedo | t further states that owhe
complete the Request for Personnel Action (RPA), you will need to indicate that the

salary offer was reviewed with the Gener al M
Management indicates that this shows that the appropriate approvals were lining

up and that the hiring manager was in compliance with the HR process.

Il n our opi ni on icatd dr vadidatel thae then [iring manader was in
compliance with the HR process.
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On August 5, 2009 the operational Program Manager emailed HR to advise them
that they could contact the external candidate for the language test and provided
coordinates. There are no further responses or interventions by Human Resources
(HR) with respect to the need to advertise the vacancy externally or to complete an
internal competition .

HR indicates that the advice was provided, the manager wanted to appoint, the
decision was escalated and approved by the GM. The collective agreement
provides that option.

On August 17, 2009 the external candidate received an offer of temporary
employment with a start date of September 8, 2009 and an end date on or prior to
September 7, 2Q0.

In March 2010, a competition poster for a full-time permanent position was posted
in accordance with the provisions of the CIPP collective agreement. A total of nine
internal candidates applied for the position. Out of the nine candidates only the
external candidate was considered to be a CIPP bargaining member by virtue of
temporary employment status. All others were CUPE employees and therefore not
retained for consideration in keeping with the provisions of the CIPP collective
agreement which essentially stipulates that employees of that bargaining unit who
are qualified have first priority of appointment over anyone else from a different
bargaining unit. As a result, only the external candidate (now a temporary
employee) was interviewed for the posi tion.

The Selection Committee was comprised of the hiring Program Manager, a
colleague (a non-City employee) who had referred the temporary employee in the

first place, and the Human Resources representative who had previously said in an
email that the temporary appointment needed to be posted.

At the conclusion of the competition it was determined that the external candidate

n

t

he

met all the requirements of the position. Areview of t he candi dat eds

does in fact support the fact that the candidate possesses all the requisite
experience, knowledge and certifications to perform the duties and responsibilities
of the position as stipulated on the job poster. There is a completed Interview
Rating Guide on the competition file documenting the answers to questions as well
asthe results.

Accordingly, in keeping with the provisions of the CIPP collective agreement the
candidate was appointed to the full -time position effective May 7, 2010, being the
only qualified candidate within the bargaining unit.

A review of career resumes submitted by some of the internal candidates shows, in
our opinion, that they would have merited more consideration than they received
had it not been for their disqualification based on bargaining unit parameters.
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Recommendation 1

That the City ensure greater transparency, fairness and impartiality in the hiring
process by encouraging the posting of all such temporary opportunities both
internally and externally on its intranet site and/or other community job search
sites to ensure it attracts the very best candidates by objective means. In this case
the temporary position was not posted internally or externally.

Management Response
Management agrees with the recommendation.

When a temporary vacancy exists, current normal practice is for HR to
recommend to the hiring manager to post the position to ensure fairness and
transparency. However, posting all temporary opportunities is not always
appropriate or practical. The normal posting and selection process takes a
minimum of eight weeks to post, screen, conduct interviews, conduct reference
checks, validate credentials and allow for notice periods. The Collective
Agreements and Terms and Conditions of Employment currently in place
provide for the filling of positions on a short -term basis without competition.
This provides flexibility to respond quickly to immediate business requirements.

Individuals selected for temporary opportunities without competition are
required to meet all stipulated qualifications for the job, prior to appointment.

CONCLUSION

In this case a temporary position was not posted internally and an external person,
known to the hiring manager, was appointed without competition into the
temporary position. The position was subsequently changed to a permanent
position and a competition held in which nine applications were received . The
person holding the temporary position, now considered to be a CIPP bargaining
unit member, was the only candidate considered and was therefore successful in
winning the competition for the permanent position. The other eight candidates
were all CUPE employees and not considered, in keeping with provisions of the
CIPP collective agreement.

In our opinion , the temporary position should have been posted internally first to
allow existing City staff an opportunity to compete for the position. The fact that
eight other internal staff applied for the permanent position demonstrates that
internal staff would have been interested in the temporary position. If, after the
internal competition, there were no qualified staff to fill the temporary position,
then a full external competition should have been held. In our opinion, internally
posting the temporary position would have been a more open, transparent and
competitive process for the City and for existing City staff.
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EXECUTIVE SUMMARY

Introduction

The Audit of the Cityds Management of a Loa
Audit Plan of the Office of the Auditor General (OAG), first presented to City

Council in the 2009 Annual Report. The audit started in November 2010 and the

first draft report was presented to management in February 2011.

Background

At the October 25, 2006 City Council meeting, Rules of Procedurdad been
suspended to consider and approve City Council motion number 67/12. The City

Council motion referred to the June 14, 2006 cate where City Council approved the
concept and location of the Ottawa Firefighters Memorial to be installed on the

grounds of City Hall at 110 Laurier.

City Counci l motion 67/ 12 stated that, 0 Wh e
Foundation Inc. (OFFCF) wishes to complete the project in late spring/early

summer of 2007. In order to commence construction, that City Council approve an

interest-free loan of up to $550,000 to the Ottawa Firefighters Community

Foundation Inc, a non-profit organization with the following conditions: That the

loan be paid back over four years; and, Demonstration of a viable business/fund -
raising plan.2é

Audit Objectives and Scope

The objectives of this audit are to confirm the conditions for the approval of a loan,
as specifiedin the motion from City Council, were met.

The objective was not to question or review the City Council decision but to ensure
that City staff role was appropriate in the management of the loan.

Summary of Key Findings

e Despite the Cit ps)lpan payrhehte tbroughout the feuf f o
year period were consistently past due including an outstanding balance of
$225000 or 41% of thetotal $550,000 loan This was not repaid within four
years, by the December 31, 2010 due date, in default of the City ©uncil-
approved loan conditions . The amount remained outstanding as of May
13,2011
e Lack of notation on the documents to evidence that a review of a viable
business/fund -raising plan had been undertaken;
e Lack of an agreement (or agreements), prior to the release of loan funds,
with sufficient terms and conditions to
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e Lack of a standard audit clause to ensure that costs were reasonable and
that funds were used for the intended purpose ; and,

e During the course of the audit, management has indicated that at the
request of the OFFCF for an extension to the repayment terms,
management did take action by tabling a report to Finance and Economic
Development Committee and City Council in March 2011 which included
extending the terms of the loan repayment and resulted in City Council
amending the motion to extend repayment by seven years.

Recommendations and Management Responses

Recommendation 1

That the City ensures that prior to loaning funds that they have a structured
process and evidence of a thorough review to demonstrate a viable
business/fund -raising plan.

Management Response
Management agrees with this recommendation.

In the case of ths loan, Finance staff did review the fundraising plan submitted
and determined it was reasonable but did not make any notations on the plan.
Unfortunately, the economic downturn in 2008 made the plan unachievabile.

Reviews that are performed prior to t he decision of Council, to provide either a
loan or guarantee, will be noted in the Financial comment section of the Council

report. Management notes that not all such requests will require a business plan
or fundraising plan but that, in those cases, there should be other information

available evidencing financial strength or security to support the transaction. The

process will include Finance requesting financial statements and business plans
and Finance staff documenting their review in the file.

Recommendation 2

That the various departments at the City ensure that prior to advancing loan
funds, that agreements are in place, including standard clauses, where and when
applicable, pertaining to reporting requirements, audit, insurance, liability and
licen ses and permits.

Management Response
Management agrees with this recommendation.

Overall, this file has seen significant activity over the last four months as the
Ottawa Firefighters Community Foundation requested an extension of the
repayment terms and maintenance requirements. A report was presented to the
Finance and Economic Development Committee on March 1, 2011 and to City
Council on March 10, 2011 that has changed the loan terms and maintenance
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requirements significantly. The loan is no longer in default due to the changes
approved by City Council and the maintenance financial requirements have been
modified. As a result of Council direction, Finance staff, in conjunction with the
City Clerk and Solicitor department, have drafted a new repayment agreement to
incorporate Council direction and approval of the extended payment terms and
the maintenance payment. Both the Foundation and the City have executed the
agreement.

The repayment agreement includes a revised repayment schedule, a repayment

schedule provision, events of defaul t and
default, an enforcement provision, as well as an audit provision that permits the
Finance department to inspect and audit th

records upon request. This is a standard repayment agreement that has been
developed and approved by the City Clerk and Solicitor department. No further
action is required.

Provisions with respect to insurance, licenses and permits are not applicable to a
standard repayment agreement and are, therefore, not included. These issues
would be addressed independently by the Real Estate Partnerships and
Development Office (REPDO) and the Special Operations branch. REPDO
ensures that licenses are properly executed with relevant clauses pertaining to

liability insurance in place and monitored. Special Operations ensures that the

permit process is consistent with the plans and that other items are adhered to

including WSIB requirements. Special Operations coordinates with the Bui Iding

Branch to complete inspections as per permits (plans) and monitors progress of
the project. Ongoing awareness of the responsibilities contained within the

agreement and their compliance would be monitored by the client group.

Recommendation 3
That the City review s the reasonableness of the planned and actual costs.

Management Response
Management agrees with this recommendation.

The Special Operations branch will consult with the Design and Construction

branch on the plans and budget to ensure reasondle construction costs and
lifecycle budget if the Fire Fighters Group decides to continue with Phase Two or
Three of the Monument.

Recommendation 4

That the City ensures proper establishment of the trust fund by the OFFCF for
on-going maintenance and oper ations expenses relating to the monument,
otherwise it could create a budget pressure.
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Management Response
Management agrees with this recommendation.

Overall, this file has seen significant activity over the last four months as the
Ottawa Firefighters Com munity Foundation requested an extension of the
repayment terms and maintenance requirements. A report was presented to the
Finance and Economic Development Committee on March 1, 2011 and to City
Council on March 10, 2011 that has changed the loan terms ad maintenance
requirements significantly. The loan is no longer in default due to the changes
approved by City Council and the maintenance financial requirements have been
modified. As a result of Council direction, Finance staff, in conjunction with th e
City Clerk and Solicitor department, have drafted a new repayment agreement to
incorporate Council direction and approval of the extended payment terms and
the maintenance payment. Both the Foundation and the City have executed the
agreement. Public Works is addressing the changes to the maintenance
agreement. A maintenance agreement will be in place by the end of Q3 2011.

Conclusion

As at December 31, 2010, $225,000 out of the $550,000 interdste loan provided to
the Ottawa Fire Fighters Community Foundation (OFFCF) for the Fire Fighter
Memorial was past due in violation of the condition that the interest -free loan be
repaid over four years. The amount remained outstanding as at May 13, 2011.

The second condition for the interest-free loan was the demonstration of a viable
business/fund -raising plan. While this document was provided to the City
Treasurer and she stated that staff reviewed it, there was no notation on the
documents at the City to evidence that this plan was reviewed to determine it s
viability and that issues were identified and addressed.

During the course of the audit, management has indicated that at the request of the
OFFCF for an extension to the repayment terms,they did take action by presenting
a report to Finance and Economic Development Committee and City Council in
March 2011 to extend the terms of the loan repayment and revise the trust fund
requirements for maintenance and operations. This resulted in Committe e and City
Council amending the motion to extend repayment by seven years and reduce the
amount and timing of the trust fund.

Although the loan is no longer considered to be in default due to the changes put in
place at Committee and City Council, as approximately 41% of the loan remains
outstanding, the City should look at the reasonableness of the planned and actual
costs to ensure that funds were incurred for their intended purpose.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management and staff.
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EXECUTIVE SUMMARY

Introduction
This audit was added to the 2010 Audit Plan.

Background

Parks and Facilities By-law*

The Canada Day Event held at Andrew Haydon Park would be considered a major
event lasting several days with the potential for large crowds with attendance
estimated by the event organizer to be 50,000. As the event is held in a City park,
the Parks and Failities By-law stipulates requirements for the event organizer such
as to obtain apark permit, to maintain liability insurance coverage, to comply at all
times with all other applicable municipal, provincial and federal laws, and to follow
incident repor ting procedures.

The Parks and Facilities Bylaw specifies that the By-law shall be enforced by the

Chief of Police or by the By-law Officers of the City. The Parks and Facilities By-

law also includes a clause that if a person who contravenes any of he provisions of

the By-law is found guilty and convicted of an offence then they would be liable to

a fine as provided for in the Provincial Offences Act (POA). Where the City has
incurred costs due to the persondperscacti ons
would also be liable for all damages.

Within the POA under general provisions there is a limitation where no proceeding
shall be commenced after the expiration of any prescribed limitation period or
where not prescribed, six months after the date the offence was alleged to have been
committed.

The Parks and Facilities By-law states that park permits may also be revoked by the
Director, Parks, Recreation and Cultural Services (PRC) if in their opinion the
permit holder fails to comply with the requ irements of the permit or the By -law.

City Staff Roles

With respect to the Canada Day Event at Andrew Haydon Park, there were several
areas at the City involved with this event. Four of the main areas have been
detailed below:

1. The City -Wide Allocations Se ction within the Arenas and Outdoor Rinks Unit
of the Complexes, Fitness and Aqua Venues Branch of PRC are responsible for

1 Refer to Appendix A (See the complete audit report) for Referenced Sections from Parks and
Facilities By-law 2004-276.
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bookings of City parks and facilities. Allocations Group management explained

the application for a paarkse pfeCitynof Ottamant i t | e
Parkso6 is the document used to develop a t
would be taken to the Events Central Office. During the event, staff from this

area would attend on-site when advised of an issue.

2. The Event Central Unit within Cultural and Heritage Services Branch of PRC
explained that they contact the event organizer asking that they complete a
Special Events application providing additional information. The event
organizer completes the Special Event application to include all the detailed
activities planned for the event. The Special Events application is a City template
which includes the City requirements such as permits (e.g., fireworks, vendor)
and licenses (e.g., liquor). Event Central reviews the application and takes the
lead in coordinating the event via a Special Events Advisory Team (SEAT)
meeting. The meeting would normally include the event organizer, and
representatives from various City departments and other organizations, as they
deem appropriate (e.g., Event Centr al Uni t , Al l ocati or
Office, By-law and Regulatory Services, Paramedic Services, Parks, Buildings
and Grounds Operations and Maintenance, Fire Services, Police Service,
Community Association, etc.). The Special Evens application would be
reviewed and discussed with the event organizer in attendance at the SEAT
meeting held prior to the event. Event Central indicated they usually also hold
a post-mortem meeting after the event. A special event circulation notice,
special event attendance meeting record, and meeting minutes would be taken.
During the event, if staff from this area were contacted regarding an issue they
would advise/direct the Allocations Section staff of non -compliance to the
permit.

3. The By-law and Regulatory Services staff would be on the circulation list for
the Special Events application and therefore would be aware of the planned
event activities. They would have attended the SEAT meetings for this event to
address issues such as parking, noise remption, food vendor and business
licenses and bylaw special events City wide. During the event they may
receive calls relating to these issues and would attend on site, as required.

4. The Parks, Buildings and Grounds Operations and Maintenance staff would
be on the circulation list for the Special Events application and therefore would
be aware of the planned event activities and would have attended the SEAT
meetings for this event. The rental contract /permit would include additional
charges for staff overtime for the duration of the event. During the event, staff
would be on-site for the hours covered on the permit.

In-kind Services

Event Central Management has indicated that for events the City provides in -kind
services such as for staff time (eg., Parks operations and barricades). They
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indicated that based on Finance advice for the City that City -Wide Allocations
charges any extra staffing fees and currently only charge the event organizer for
hours outside of regular operational hours.

Contractual Agreement Names

For this 2010 Canada Day Event, the PRC Request for Use of City of Ottawa Parks

form (application for parks permit) requested the name of the
group/ club/ association which was recorded &
and the name oft he pri mary contact which was recor
for the Canada Day Event from June 30 to July 4, 2010. The Ottawa Rental
Contract? was in the name of the individual on the first line followed by Italian

Canadian Community Centre on the second line. The contract was signed by the

individual whose name and contact information was typed on the agreement under

the signature line with Italian Canadian Community Centre handwritten above the

signature. The Ottawa Rental Contract was supposed to ke based on the
information on the Request for Use of City of Ottawa Parks form which it was not.

The 2010 Application for Special Events was in the name of the Italian Canadian

Community Centre with the individual 8ds name
funding application was in the name of Canada Day Arts Festival with the
individual s name as primary contact. Ma n &

two organization names acknowledged on the Request for Use of City of Ottawa

Parks and the Event Central application forms, the contract remained in the

historical organization name as was listed on the Event Central application form

and the insurance papers. The event organizer acknowledges the organization

name ol talian Canadi an Caogntabove hisysign@teremdnr e 6 by
the rental contract.

The information on the application forms and contracts has not been consistent and
has not been issued only in the name of the organization responsible for the event.

Audit Scope and Objectives

The Audit Scope focussed on the Cityds Evente r1 egée
and some activities within the 2009 Canada Day Event held at Andrew Haydon

Park. The 2010Event covered the dates from June 30 to July 4, 201@rom 7 a.m. to

11 p.m. The 2009 vent covered the dates from June 26 to July 1, 200&dom 7 a.m. to

11 p.m. These datesand times exclude setup and teardown.

The Audit Objectve was t o evalwuate the Citgévent rol e
complied with the park permit and City by -laws and included the following:

e 2010 Canada Day Event Helicopter Rides
e 2010 Canada Day Event Parking Variance

2 Park permit

Office of the Auditor General 2010 Annual Report Pagel51



@
Otta\m Audit of the Cityds Role regardin

e 2010 Canada Day Event Norncompliant Electrical Hook -up
e 2009 Canada Day Event Diesel Spill

e 2010 Canada Day Event Funding

e 2010 Canada Day Event Park PermitApplication Process

Summary of Key Findings

2010 Canada Day Event Helicopter Rides

1. The event organizer permitted the helicopter company to provide helicopter
rides at the 2010 event without the permission of the City and Transport
Canada.

2. The helicopter rides were only stopped by the Portfolio Manager of the
Allocations Section at the City on July 2 when they were made aware by the
Manager, Event Central. However, City staff (including 311, By -law and
Regulatory Services and Parks, Buildings and Grounds Operations and
Maintenance staff) were made aware around midnight June 30.

3. It was originally the opinion of the By -law licensing officer on July 1, 2010 and
subsequently the Chief, By-law and Regulatory Services on July 7, 2010 that
there was no action that By-law Services could have taken and that the Parks
and Facilities By-law did not cover helicopters. They had noted however that
the event organizer was in violation of the permit issued to him by Parks,
Recreation and Cultural Services. Subsequently, August 27, 2010, when the
Office of the Auditor General (OAG) followed up as part of this audit, By -law
and Regulatory Services indicated that this issue would be enforceable as this
activity was outside of the terms and conditions of the park permit in v iolation
of the Parks and Facilities By-law. They indicated that they were still within the
six month window and that they would certainly work with the permit issuer to
ascertain if there was sufficient evidence to issue charges. August 27, 2010
Parks, Recreation and Cultural Services had indicated that Legal Services had
provided legal advice that this occurrence would be enforceable through section
7(1) (b) of the Parks and Facilities Bylaw. However, By-law and Regulatory
Services did not proceed with charges.

4. The Parks and Facilities Bylaw provides for the use of City parks and facilities
and includes clauses to recover damages and/or charge for contravention of any
provisions of the By-law. The Parks and Facilities By-law also includes a clause
that if a person who contravenes any of the provisions of the by-law is found
guilty and convicted of an offence, then they would be liable to a fine as
provided for in the Provincial Offences Act (POA). Within the POA under
general provisions there is a limitation where no proceeding shall be
commenced after the expiration of any prescribed limitation period or where not
prescribed, six months after the date the offence was alleged to have been
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committed. The OAG followed up again November 9, 2010 to determine if there
were going to be charges made within the six month window. Since this
incident occurred June 30, 2010 charges would need to be made by December 30,
2010. The Chief, Bylaw and Regulatory Services subsequently consulted with
Parks, Receation and Cultural Services (PRC) to determine if they were in
agreement with the organizer being charged and they responded that in their
opinion a violation charge related to the use of helicopters at Andrew Haydon
Park is not required at this time (Nov ember 12, 2010).

5. As noted in point 1, the event organizer never advised the City about the onsite
helicopter, this resulted in a lack of confirmation of licenses and permits relating
to the pilot, helicopter and helicopter company, a lack of a certificat e of proof of
liability insurance for this activity for the period of the event with the City as
named insured, and a lack of confirmation of other government legislation.

6. As of November 16, 2010 Transport Canada has confirmed that no permission
was granted to either the helicopter company or the event organizer to have
helicopter rides at Andrew Haydon Park nor did the helicopter company apply
for an authority.

7. Transport Canada Enforcement has indicated as of November 16, 2010 that they
are conducting an investigation into this matter for possible violations to the
Canadian Aviation Regulations.

2010 Canada Day Event Parking Variance

Since 2008, the City put in place a variance with specific conditions to allow the
event organizer to charge a fee for paking. Although, the City intended to stop this
practice for 2010, the practice was continued as it wasconsidered that the event
organizer was advised too late to revoke the variance in advance of the event.

2010 Canada Day Event Non-compliant Electrical Hook-up for the
Vendor Trailers

1. Aninspector from the Electrical Safety Authority (ESA) 3 was at the park on June
30, 2010 and was going to shut down the event due to noncompliant electrical
hook-ups for the trailers. The City electrician had to intervene t o address the
non-compliant electrical hook-up. This created additional costs for the City
which were not reimbursed as at November 3, 2010.

2. The ESA advised the City that the organizer was going to be charged through
them for his actions on that day and when requested by PRC subsequently
indicated that they have a written report but are not willing to share with PRC
due to confidentiality. OAG has subsequently requested the report.

3 Independent authority established by Provincial legislation responsible for conducting inspections
and enforcing the Ontario Electrical Safety Code.
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2009 Canada Day Event Diesel Spill

1. Atthe 2009 event, a diesel spilloccurre d by the ride operatords
parked near a pond. The matter was reported to the Ministry of the
Environment (MOE) July 6, 2009 and remedial work was performed by the City
in consultation with MOE.

2. The City submitted a claim for remediation costs to the insurer for the ride
operator in the amount of $57,000 and not to the event organizer. As of
September 27, 2010, the amount has not been paid. The rental contract for use of
the park is with the event organizer and not the ride operator and covers the
dates of the event which runs from June 26, 2009 to July 1, 2009. The City should
have considered actions against the event organizer.

3. The 2009 Certificate of Insurance for the event organizer includes the City as the
certificate holder but doe s not include the complete dates for the event. After the
spill, the event organizer provided the City with the 2009 Certificate of
Insurance for the ride operator which does not include the City as the named
insured and does not cover the complete dates br the event.

4. The post-mortem for the 2009 event was actually held at same time as the
Special Events Advisory Team (SEAT) meeting for the 2010 event which was not
held until April 16, 2010. Email correspondence shows that there was an October
2009 meeing scheduled that was cancelled as the event organizers were
unavailable. Management has indicated that any event occurrence related to
risk/liability is investigated immediately and prior to the post -mortem meeting.
The extended timeframe for addressing this and other matters with the event
organi zer puts at ri sk the Cityds abilit:
enforce charges in accordance with City by-laws as all the appropriate parties
may not have been named in the claim and the proper insurance may not have
been in place.

2010 Canada Day Event Funding for Fairs and Festivals

1. The 2010 funding application from the event organizer for Fairs and Festivals
Funding contained some areas of weaknesses which the Funding Supervisor
noted resulted in a lower amount of funds being awarded.

2. The event organizer did not meet the clause in the terms and conditions to
acknowledge funding from the City. The Funding Supervisor was not aware the
condition was not being met until we informed them during the course of the
audit. Management indicated that consideration is given to not awarding fut ure
funding where terms and conditions are not being met. Issues are discussed and
resolved with the organization prior to making a final decision on an
organizationd6s ineligibility.
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2010 Canada Day Event Park Permit Application Process

1.

The Ottawa Rental Contract (park permit) was issued jointly in the name of an
individual and the Italian Canadian Community Centre even though the
application was in the name of Canada Day Arts Festival Inc.

The rate charged was the nonprofit rate even though the Allocati ons Group did
not obtain proof to confirm that the parties renting are all non -profit.
Management has indicated that as this is the same individual who has been
running this event through the Italian Canadian Community Centre for the past
six years, there was no reason to verify if the party had changed status to for-
profit. However, the OAG believes this should be confirmed annually as the
status may change.

The event hours on the Ottawa Rental Contract shown as 7:00 a.m. to 11:00 p.m.
differed from the organizer application and liquor license which showed an end
time to 12:00 a.m.  The later end time could result in additional City staff
charges.

The number of participants identified by the event organizer ranges from 200
noted on the application, to 50,000 in the SEAT meeting minutes for the 2010
post-mortem, to 20,000 on the rental contract, to 200 on the liquor license, to
1,001+ on the Special Event application, to 4,000 on Canada Day and 200 on
other days on the SEAT pre-event meeting minutes.

Theapplication for a park permit entit]

document used to develop a tentative contract which is taken to the SEAT
meeting. The application does not includ e sections to complete to identify if the
organization is not-for-profit which would impact the price or that a SEAT
meeting or Special Events application would be required.

The events file did not contain all required confirmations of documentation and
lacked confirmation and proof that all required permits were in place (e.g.,
Ottawa Fire Services permit for fireworks, vendor permits).  The Allocations
Group did not have t hese permits. Management indicated that the Allocations
Group, responsible for the park permit, only had the permits that are pertinent
to them for issuing the use of the park, which included the liquor licence and
insurance. The Program Manager, Event Central indicated that these permits
would be located in the files of the various service areas and that Event Central
staff would have called to confirm that these permits existed prior to the event.
OAG requested copies of these permits which had not been provided to the
OAG until January 27 and 28, 2011 as the Program Manager indicated they were
under the impression that Ottawa Fire Services and By-Law and Regulatory
Services were providing them. With respect to the 2010 food vendor permits,
there were three vendor permits provided for food vendors which differed from
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the one food vendor listed on the "Application for Special Events". Therefore,
there continues to be a lack of confirmation that all proper permits were in place.

Recommendations and Management Responses

Recommendation 1
That the City consider not renting the park to this e vent organizer based on past
experiences.

Management Response
Management agrees with this recommendation.

The department has considered the issue by consulting with the Ward
Councillor, members of SEAT (Special Events Advisory Team) and other
stakeholders and determined that the positive community impact of this event
outweighs the negative issues associated with it. Management will attach
appropriate conditions to futu re rentals and ensure suitable monitoring and
enforcement to make sure that identified non -compliant activities do not reoccur
with this event organizer.

Recommendation 2

That the City consider charging the event organizer with failing to comply with
the terms and conditions of their park permit in violation of the Parks and
Facilities By-law and that the event organizer be held accountable for any
subsequent charges in violation of other policies or legislation.  In the case of the
helicopter, there was le gal advice that this occurrence was enforceable through
the Parks and Facilities By -law.

Management Response
Management agrees with this recommendation.

Legal action has been considered. Bylaw and Regulatory Services consulted
with Special Events and the General Manager of Parks, Recreation and Culture.
It was determined that charges, in this instance, were not warranted since:

e the organizer discontinued the helicopter service immediately upon being
contacted by the City

e the organizer met with SEAT and members of the Community Association to
acknowledge his non-compliance with the Terms and Conditions

¢ the City and the Community Association had contacted Transport Canada to
report the violation.
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Recommendation 3

That upon receipt of by -law requests for service, that the City investigate
compliance with City by-laws on a timely basis (including the Parks and
Facilities By-law) and other legislative requirements and enforces City by-laws.

Management Response
Management agrees with this recommendation.

The audit states:0 1l n our opi ni oA ,aw proenq ureesctesi pftoro fs ebr)

By-law and Regulatory Services needs to take a lead role in ensuring that compliance

wi t h t helaws ant gtlerslegiblative requirements are appropriately in\aetig
and enforced in TheBylianel gndnaRegul &t ory
enforcement protocol is reactive enforcement and the deployment model is
staffed accordingly.

The goal of By-law and Regulatory Services is to gain voluntary compliance
through education as this is a more costeffective, timely and amicable process
vs. enforcement action, which can take months to achieve, all for the same
outcome which is compliance.

Recommendation 4

That the City ensure that agreements include an audit cla use to allow the City
access to monitor the event organi zer ds
collected is used for the intended purpose .

Management Response
Management agrees with this recommendation.

Event Centr al wi || b e |®reaeIpecial gver@soBylawcim | 6 s

Q4 2011, to streamline the business process and event requirements for special
events. The draft by-law, to be considered by Council later this year, will have

an audit clause requirement that will allow the City access to monitor records for
events that have conditions attached to their permits (e.g., parking), even if they
dondt receive any City funding for it.

Recommendation 5

That the City review the full costs incurred related to  special events, such as this
Canada Day Event, and establishes a policy to clearly define the costs that will be
recovered for special events.

Management Response
Management agrees with this recommendation.

Currently Event Central does track in -kind corporate costs for events that are
processed through Event Central; however, more consistency is required in
terms of how each department tracks their in-kind costs.
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The draft Special Events By-law will allow for a supporting policy to be
developed in 2012 to satisfy this recommendation.

Recommendation 6

That the City review the Cityodos spildl repor
complete and accurate documentation to clearly identify the complainant.

Management Response
Management agrees with this recommendation.

The Spills reporting proced ure at 311 has been reviewed and amended where an
agent is now required to identify if the caller is a City employee or not and to
note such for the record, in addition to asking for and recording name, address
and contact information.

Recommendation 7
That the City recover the costs related to the 2009 diesel spill .

Management Response
Management agrees with this recommendation.

The Parks, Recreation and Cultural Services department worked with the Claims

Unit to put the owner of the vehicle on notice of claim shortly after the City was

aware of damage to the park. Staff has been corresponding with the insurance
representatives for the vehicle that is suspected to have caused the fuel spill. On

March 3, 2011, the insurer for the vehicle owner deniedthe Ci t yds cl ai m or
of the insured. Legal Services will be reviewing this claim and, if appropriate,

will initiate a lawsuit against the parties who appear to be responsible.

Recommendation 8

That the City ensure that liability issues are appropriatel y managed and
mitigated and that damages to City parks and facilities are recovered on a timely
basis. As indicated in this audit, this would relate to helicopter rides, the diesel
spill, and the non -compliant electrical hook -up.

Management Response
Management agrees with this recommendation.

The City will manage and mitigate liabilities as it relates to events and festivals
by seeking Council approval on the draft Special Events By-law in Q4 2011.

Further, all future permits to this organizer will inclu de additional stringent
Terms and Conditions that he will be required to meet. Also additional visits by
City staff will be made to ensure enhanced on-site monitoring.
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Staff will continue to work to recover costs to the extent it provides value to the

City. Of note, the reimbursement of costs associated with the diesel spill was
denied on March 3, 2011. Legal Services will review and take any appropriate
legal action. The cost related to noncomplaint electrical hook-up involved

minimal overtime by the Cit y electrician. The administrative cost for recovering
the overtime amount was more than the amount itself and did not justify the

recovery.

Recommendation 9

That the City ensure that post -mortems are pre-established on a timely basis
within one month of t he event especially for major events.

Management Response
Management agrees with this recommendation.

For events where serious incidents have occurred as well as for routine events
and festivals that take place during non-event season (SeptembetApril), p ost-
mortems will be done within one month of the event. However, for routine
events and festivals held during event season (May-August), post-mortems will
be scheduled starting September when resources with the event history are
available to participate.

Recommendation 10

That the City streamline the business process for permits for events in City parks
and facilities to ensure documentation for requirements are met in advance of the
event and that staff , especially grounds and enforcement staff, are familiar with
the requirements and scope and limitations of the event.

Management Response
Management agrees with this recommendation.

The Special Evens By-law targeted to be before Council in Q4 2011 will
streamline the business process for permitsfor events. The business process will
address documentation requirements, the timing of them, and a step to ensure
staff is familiar with the requirements, scope and limitations of the event.

Conclusion

The organizer of the 2010Event did not comply with the terms and conditions of
the park rental contract (park permit) and t he -@wd with sespdrtyto
permitting a helicopter company to provide rides. The rides were not stopped until
July 2, 2010 even though City staff were awarearound midnight June 30. There was
also an incident relating to non-compliant electrical hook-ups that is being
addressed by the Electrical Safety Authority and a diesel spill in 2009 where the
Ci t y 0 sup costehave not yet been recovered. The City needs to ensurethat it
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performs its role to monitor compliance with the terms and conditions of the park
rental contract, City by-laws and other legislative requirements and subsequent
enforcement with consequences for non-compliance.

The City also needs to ensure that sfety and liability issues are appropriately
managed and mitigated and that damages to City parks and facilities are recovered
on a timely basis.

Acknowledgement
We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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5.9 Audit of Internet and Email Usage Policies and Procedures

INTRODUCTION

During the course of the 2010 Follow-up to the 2005 Audit of Internet Usage and
Controls, it was determined that a separate audit report on Internet and email usage
policies and procedures would be issued.

This audit was therefore added to the 2010 Audit Plan of the Office of the Auditor
General.

AUDIT SCOPE, OBJECTIVES AND APPROACH

The objective of this audit is to evaluate the Internet and email usage policies and
procedures that regulate this corporate tool.

The scope of analysis included:

¢ Responsible Computing Policy;

e Appendix A: Website Blocking Standard;

e Appendix B: Electronic Messaging Guidelines;

e Appendix C: Data Logging Standard;

e Records Management Policy and Records Retention and Disposition Schedule;
¢ Information Management/Information Technology Security Policy; and,

e City of Ottawa Information Management/Information =~ Technology Security
Standards v1.10.

All of the above documents have been analyzed and compared against the general
controls contained in 1ISO 27002:2005 international standard and other best practice
repositories such as CobiT (CobiT- DS 5) and the Val IT framework.

The contents of the Responsible Computing Policy and its appendices were
compared to the controls of ISO 27002 as a baseline.

ISO 27002:2005 contains 12 domains (or clauses, as the standard defines them) that
normally should be covered in any organization, all depending on the needs and
selected control s t hat answer mo s t t o
information security.

The 12 domains are:

1. Risk assessmentd general requirements for risk assessment and treatment;

2. Security policy - management direction and commitment to information
security;
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3. Organization of information security - governance of information security
at the enterprise level;

Asset management - inventory and classification of information assets;
Human resources security - security aspects for HR management;

Physical and environmental security - protection of the computer facilities;

N oo g s

Communications and operations management - management of technical
security controls in systems and networks;

8. Access control - restriction of access rights to networks, systems,
applications, functions and data,

9. Information systems acquisition, development and maintenance - building
security into applications;

10.Information security incident management - anticipating and responding
appropri ately to information security breaches;

11.Business continuity management - protecting, maintaining and recovering
business-critical processes and systems;

12.Compliance - ensuring conformance with information security policies,
standards, laws and regulations.

The section on Cobi T DS 5 OEnsur e Syst em
governance requirements for the management of information security and could be

used as a governance level guide for the implementation of an information security

management process. @bIT is not a standard and its use remains for consulting

purposes, as a complement to ISO 27002:2005. The same applies to Val IT, it is a

guide for business optimization of the IT function of organizations and will be used

as a guide rather than a mandatory document.

DETAILED FINDINGS, OBSERVATIONS AND
RECOMMENDATIONS

Responsible Computing Policy

Currently, the City of Ottawa Responsible Computing Policy (RCP) is up to date,
with the last review having taken place on January 6, 2010. The three appendices®
the RCP, (Website Blocking Standard; Electronic Messaging Guidelines; and, Data
Logging Standard) focus on specific aspects of Internet and email usage and
management. The RCP is a governance document and its requirements are
mandatory for all informatio n technology users of the City of Ottawa.
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The RCP is in conformity with industry practices for this type of document. The

l evel of compliance to I SO 27002:2005 may
needs, and the requirements and scope of the RCP are adequate to suit the City of

Ot t a wa 0 sThenCayesdosild however clarify what ki nd of non-business use of

these resources it will permit.

The use of computing resources has to be specified as being for business purposes
only, or for personal use purposes (as specified in point 2.3 of the RCP) only if there
are no productivity impacts . As an example, we may cite restriction of the use of
personal email or newsgroups to only lunchtime or outside of working hours.

Currently, oOincidental 6 use is permiAlted, b
City of Ottawa users are required to comply with the RCP and the IM/IT

Department has control of the information technology resources that the City offers

to its employees.

The Responsible Computing Policy is the main document that guides the use of
information technology resources at the City of Ottawa. Other documents, such as
the IM/IT Security Policy and Security Standards, are more specific to certain
aspects, such as adherence to security controls and their application by IT staff, and
the technology solutions that are used by the City in general.

Generally, the City of Ottawa Internet and email usage policies, which are within
the scope of this analysis, are in conformity with ISO 27002:2005 specifications and
controls.

At the present time, the use of a risk assessment methodology is mationed in the

Responsible Computing Policy, IM/IT Security and the Security Standards.  Risk

assessment methodologies are: OCTAVE, MEHARI, ISO 27005, etc. We accepted

that the City developed its own practice and the City should ensure that any

change, implementation, development and new process is analysed for the security

risks it may pose to the whole infrastructure and to the existing processes, as well as

to the information processed by the Cityds i

The ITS Department utilizes a modified Royal Canadian Mounted Police (RCMP)
risk assessment process to evaluate all technology projects. This higHevel risk
assessment process provides for the ability to highlight those projects that may be
of a higher risk, which in turn allows the Department to focus resources to mitigate
the associatal risks. In 2010, the ITS Department conducted five of these high level
assessments.

Records Management Policy and Record Retention and
Disposition Schedule

The Records Management Policy (RMP) was updated on April 6, 2010. It is based
on CAN/CGSB 72.34-2 005 OEl ectronic Documents as Doc
complies with City regulations and by -laws, and the Municipal Freedom of
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Information and Protection of Privacy Act (MFIPPA). The Record Retention and
Disposition Schedule is an internal document that defines retention terms for
corporate records.

Presently, the email system is not an official business records repository according

to Records Management Policy, (p. 4&such, oPol

email correspondence is deleted periodically. In general, records of email traffic are
only maintained for a three month period. In some cases, emails that have been
deleted cannot be restored, even within this three month period. Email traffic | ogs

are retained for 12 mont hs; emai | content

for three months.

Email traffic logs, according to the evidence provided by the City, do not contain
any email body or content record whatsoever. As mentioned further, only the email
messages (as an equivalent of paper mail) can be considered records. These records
have to be archived applying the same security controls as the regular mail.

As the traffic logs cannot be considered email records, the retention period stays at
three months. Another aspect is deleted email. It should be moved to the deleted

email folder and not permanently del eted.

obligations as a juridical entity that respects the Municipal Freedom of Information
and Protection of Privacy Act (as noted in the Records Management Policy) and
Records Retention and Disposition By-law.

Only separate email messagescould be considered official records according to the
conditions specified in the Records Management Policy.

Email traffic logs cannot be considered full records. As stated previously , emails
(separate email messages) only can be considered as records. According to the
Records Retention and Disposition Schedule the general files of the majority of the
subject contents (Column 2) have a retention period of three years and an absolute
majority has a retention period of at least 1 year. This means, in our understanding,
that the business related email correspondence, according to RCP and RCP
Appendix B 'Electronic me s sagi ng dasita eomplynvatis the Records
Retention and Disposition By -law.

A review of the retention schedule isrecommended in order to ensure a longer time

span for the retention of the Ci t yds e mai | .cTlerimpécatipns ofdae n c e

shorter retention period are multiple; the most evident being the deletion of activity
evidence and documents that might have been transmitted by email. Considering
that legal, financial, accounting and other types of documents might be transmitted
by email, the Records Retention and Disposition Schedule could apply, and those
specified retention periods would have to be respected. Where legal, financial,
accounting and other types of documents are transmitted by email, the Records
Retention and Disposition Schedule does apply. In order to preserve an activity trail
of email correspondence, a retention period of three to five years is recommended,
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in conformity with the Records Retention and Disposition Schedule for written
correspondence. An email archiving tool might be considered in order to facilitate
records management.

This illustrates that the email may and in many cases is used for sending all kinds of
sensitive information that falls under one or more categories of the Records
Retention and Disposition Schedule. Thus, in order to ensure the application of the

said Schedule and Bylaw that enables it, the emails have to be preserved as
corporate correspondence, even deleted email. By doing this, the IT/IM

Department will comply w ith City's own By -law.

There is no commonly accepted standard or law that indicates a specific term for
email retention, however given the difficulty of filtering official and unofficial
emalil, it is a common industry practice to preserve whole email corre spondence in
order to ensure appropriate corporate records management. If the IT/IM
Department is able to propose a way to filter business and non-business email with
a comfortable level of assurance, then it could be discussed internally and proposed
to senior management for approval and eventually accepted into production.

Recommendation 1

That the City review the existing three month retention period for emails,
including deleted emails, to ensure it is sufficient. Both legal and IT
requirements should be considered.

Management Response
Management agrees with this recommendation.

Management will review the existing three month retention period for emails
considering both legal and IT requirements, and will provide a report on this
subject to the IT SubCommittee by the end of Q4 2011.

Information Management/Information Technology Security Policy

The Information Management/Information Technology Security Policy is a
document produced to ensure the protection of information transmitted over the
City netwo rk. It is intended for those users that are responsible for the provision
and administration of information technology services. General users are not
subject to the IT/IM Security Policy as it covers risk management safeguards and
defines elements of information security that are to be ensured for data on the
Cityds net wor k.

The current RCP notion for IT assets covers hardware equipmentonly. Recognizing
software as an IT asset will ensure that it is managed and protected in the same way
as hardware.
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Currently, some information transmitted on corporate handheld and mobile

devices does not go through the City network system. (PIN to PIN and SMS

messages are not logged on the corporate network as per the Responsible
Computing Policy.) If corporate record s are sent PIN to PIN, there may be no record

of this data on the City network. Corporate records should not therefore be
communicated PIN to PIN. All emails and documents transmitted on laptops,

tough books, and smart p h on e stwokoVoitelcall® ugh t |
made through corporate handheld and mobile devices have key transaction

artefacts logged such as the number and time.

For those using handhelds and mobile devices, email correspondence leaves the
corporate network (the telephone provid er is not part of the City network). This
means that it is not under the full control of the IT/IM Department. Thus, a specific
section or policy intended for those who carry corporate handhelds may need to be
put in place. By doing this, the City ensures that handheld and smartphone users
are aware that those devices hold sensitive information and due care and due
diligence should apply.

Also, the increased use of mobile devices creates unique security risks, including
the risk of unauthorized access to daa. There is also greater risk that information of
a private nature may be accessed by unauthorized persons.

The most obvious example of a unique security risk is the loss of an unlocked
handheld. This does not mean that the IT/IM Department creates the r isk, but that
the enacting of a policy requiring the handhelds to be locked in all times could be
necessary.

Management indicates that the Responsible Computing Policy and the City of
Ottawads Code of Conduct govern thdandse of
mobile devices are configured in the same manner as City laptops. This
configuration includes: encryption of data at arrest and in transmission, password

protection of the device, lock down to prohibit the installation of unauthorized

software, and remote wiping for lost/stolen devices.

The use of staffdés own personal mobile devi
emerging issue. We recommend that management proactively deal with the
growing use of staffds own per bycestablishingbobi | e

and enforcing an appropriate policy.

Recommendation 2

That the City formalize and include in the Responsible Computing Policy an
extended notion of IT assets to include software.

Management Response
Management agrees with this recommendation.
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The Responsible Computing Policy will be updated to include the addition of
software as a City of Ottawa information technology asset by the end of Q3 2011.

City of Ottawa Information Management/Information Technology
Security Standards v1.10

The City of Ottawa Information Management/Information Technology Security
Standards v1.10 is intended to clarify aspects of the IM/IT Security Policy, and to
detail and complete the policy specifications.

Requirements and statements contained within the documents that were reviewed

are of no use if not reinforced and user compliance monitored. The purpose of
policies is to protect the Cityds I T networl
in order to optimize the use of equipment and services over the network. In order to

ensure that policies are adhered to, users should be notified any time there are
monitoring and control tools filtering and
Ideally, permanent monitoring sho uld be in place, and management should decide

the consequences resulting from policy violation.

This relates to the fact that as per discussions held with management, it was stated
that filtering and protection equipment is used mainly in reaction to inci dents and
violations. In order to ensure the application of security controls and best practices,
permanent monitoring is an obvious option that will permit the identification of
behaviour or incident patterns in a timely manner.

It should be mentioned that Internet and email monitoring tools are currently used
for incident monitoring and not for operational usage monitoring. Operational
monitoring of user activity would provide a better understanding of Internet and
email usage on the City network, but that will necessitate a change of view on
monitoring. The City could decide on this change of principle and act accordingly
to implement it .

Operational usage monitoring is strongly related to permanent monitoring and

means allowing resources for overseeing user activity on a permanent basis, not
only in case of incidents. The 'operational usage monitoring' will permit a better

security position for the City and will ensure security controls contained in the RCP

and its appendices, standards and procedures ae applied and respected in all
times.

Currently, the IM/IT Security standards have not been updated or reviewed since

November 3, 2008. The IM/IT Security Policy has not been updated since January

25, 2007. Security standards, as stated in Section 3.3, ar® be developed as the
Cityds I T environment and network change. I
and offer a security view on the technologies and processes, the standards need to

be updated on a regular basis.
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The Security Policy should be reviewed at least on a yearly basis, and should take

into account the development and evolution of the IT function. If no changes are

needed, a review and re-approval process should take place and the policy should

be re-issued to the user community as areminderof t he Cityods ef forts

Improved monitoring and control tools usage would mean a regular analysis of

user activity in order to ensure compliance to the RCP and other security policy

documents at the City. No specific action and end state can be proposed here

because it would mean a more thorough evaluation. Otherwise, tools that perform

monitoring and control exist at the City (e .g., Websense, Promodag) and others may

be i mplemented depending on managementds d
security position. Optimised use of existing tools, their update, operational

monitoring (as stated earlier) may be considered before changing the existing
architecture.

During the course of the audit in December 2010, ITS put in place an intrusion

prevention and security information and event management service. ITS has

contracted a Canadian based managed security service provider that provides 24/7

monitoring of our web -facing services (Ottawa.ca, etc.) and other critical
components of the network. During t he course of the audit, we had indicated to ITS

t hat monitoring and contr ol tool s usage o]
improved. In our opinion, this new contract helps to address this issue.

Recommendation 3

That the City keep Security Standards up t o date and review the policies at least
on a yearly basis.

Management Response
Management agrees with this recommendation.

A review of the Security Standards will be incorporated into the ITS Depa rtment
annual operational plans, and an initial review will be undertaken by the end of
Q2 2012.

CONCLUSION

Generally, corporate email and Internet policies are in accordance with industry
practices, however some areas require attention. Specifically, the retention period
of corporate emails needs to be revieved. Also, the use of handheld and mobile
devices needs to be addressed to ensure that this information is captured in the
corporate records system.

ACKNOWLEDGEMENT
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5.10 Determination of Sampling Requirements for Audits of
Payroll Accuracy

EXECUTIVE SUMMARY

Background

The Determination of Sampling Requirements for Audits of Payroll Accuracy was
added to the Auditor Generalds 2010 Audit Pl

Introduction

The purpose of this report is to provide a sample design framework to support the
City in conducting periodic audits of payroll accuracy.

Approach

A number of elements are required to determine the size of the sample that will
lead to reliable results. Some of these elements are known while others are
estimated. The key elements required to calculate the sample size are listed below.
A detailed description is in cluded in the full report .

1. Population (N): This represents the unit of analysis. The number is generally
known.

2. Confidence Level (Cl): Determines how sure one can be that the sample selected
is a true representation of the population. Two figures are commonly used; 95%
and 99%.

3. Margin of Error (MoE): It is the plus-or-minus figure usually reported to
indicate that results fall within a ¢ ertain range. This can be specified in advance
or generated based on a given sample size.

4. Percentage (p):This represents the percentage of sample that picks a particular
answer. Itis an estimated value.

5. Sample Size (n):This represents the number of records to select.

Based on these inputs a mathematical formula is used to calculate the required
sample size. Alternatively, a sample size can be specified and the formula will
calculate the margin of error.

Once the sample size is determined, the nextstage involves the actual selection of
the records to be audited.
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Recommendation and Management Response

Recommendation 1:

That the City Treasurer conduct, every three years, an audit of payroll accuracy.
As noted in the report, the sample size should be 200 records and a systematic
sampling selection approach should be used.

Management Response:
Management agrees with this recommendation.

The first audit will be completed by the end of Q4 2012.

Conclusion
Sample size was determined by taking into consideration several factors as
described in this report. We f eel t hat

would be sufficient to draw valid conclusions on the accuracy of payroll
calculations. A sample of 200 will have a margin of error of plus or minus 4.2
percentage points at a 95% confidence level.

We recommend a systematic sampling selection approach that will yield a sample
t hat i s proportional t o t he percentage
subgroups as defined by the SAP Payroll system.

Once the audit has been completed a review of the results will be necessary to
confirm the representativeness of the sample, apply weighting factors if necessary
and re-validate the margin of error based on the actual result of the audit.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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5.11 Audit of Compressed Work Week Agreements

EXECUTIVE SUMMARY

Introduction
This audit was part of the 2010 Audit Plan.

Background

In December 2003, the Senior Management Team approved theAlternative Work
ArrangementPolicy (AWA) under the Delegated Authority of the Chief Corporate

Services Officer. The stated purpose of the AWA Policyi sto emable work life balance

for City employees while maintaining a commitment to cost effectiveness and excellence in
service delivery .

The policy lists the responsibilities for employees, for managers, for the Employee
Seavices Branch! and for Legal Service2 including the ability for the employee or
management to cancel the arrangement.

The policy requirements state that,
e Osuccess of an arrangement |ies in it be
and the employeebod,
e 0 A WArenot appropriate for all positions nor are theybeconsidered a right of
empl oyment 6,
e OAWA wi Il | not result @&on additional cost 1

The policy also states that, o nei t her the policy noshal any f
supersede or contradict the terms and conditions of a collective agreement or terms and
conditions of employmenté where silenté, thi

Alter native work arrangements referenced in the policy and collective agreements
include compressed working hours, flexible working hours, reduced work week,
job sharing and telework. The Compressed Work Wepkocedures which appear in
Appendix A define a comp ressed work week asworking longer days for part of the
week in exchange for shorter days or a day off each week or pay period.

Audit Scope and Objective

The Audit Scope focussed on specific compressed work week (CWW) agreements
from Employment and Financi al Assistance (EFA) Social Services Centre South for
2009. The Audit Objective included reviewing agreements to determine if they
complied with the Alternative Work Arrangement Policgnd Compressed

1 As stated in Alternative Work Arrangement Policy
2 As stated in Alternative Work Arrangement Policy
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Work Weekprocedures. After we reviewed this specific area, we expanded the
scope of the audit work to look at the Human Resources process relating to
handling these types of agreements on a corporatewide basis.

Summary of Key Findings
During the course of the audit, w e have found the following:

1. For 2009, within Employment and Financial Assistance Social Services Centre
South, Management identified that approximately 25% of staff worked a
compressed work week. This would not include the staff that worked flexible
working hours or that worked and were paid f or a reduced work week.
Management indicated the overall percentage was consistent with all three other
EFAC sites which were each at approximately 60% capacity for alternative work
arrangement approvals.

2. Compressed work week agreements dated to September 2009 were not
compliant with the Alternative Work Arrangemen®olicy and Compressed Work
Week procedures requirements for the Social Services Centre South. Non
compliance included missing or expired agreements, missing employee or
management approval signatures, and cases where the agreement did not
specify the cover-off partner. There were also agreements where the hours of
work started before 7:30 am. or finished after 5:00 p.m. when there was no
supervisor scheduled to be on site which would result in a lack of monitoring.

3. The Social Services Centre South Management Team indicated that they
temporarily suspended Compressed Work Weeks as an alternative work
arrangement during July and August 2009, reinforced alternative work
arrangement policies, developed monitoring mechanisms and requested
submissions for new requests or extensions effective September 2009 as all the
prior work arrangements had expired. As at December 2010, in addition, they
have also indicated that one staff member has now been assigned to
manage/track the Alternative Work Arrangements for the site including
keeping the tracking spreadsheet up to date and ensuring AWA agreements are
properly completed and signed off.

4. The staff work hours tool spreadsheet used to manage alternative work
arrangements for agreements to September 2009 showed information which
differed from the agreements such as the name of the coveroff partner, the
hours of work and the scheduled day off. The spreadsheet also contained
formula errors.

5. There were also differences between the staff identified on the staff work hours
tool for the Social Services Centre South and the staff on the SAP Position
Incumbent report for EFA Centre South Unit.

3City of Ottawads Human Resource, Payroll and Financi
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6. The Alternative Work Arrangement Policyand Compressed Work Wepkocedures
were approved in December 2003 and have not been revised since that time. For
example, the Responsibilities Section lists areas that have been reorganized since
the policy was approved. There are also practices that are inconsistent with
responsibilities identified in the policy. Human Resources indicated that
changes are required to the policy which is targeted for review in Q2 2011.

7. Although Human Resources (HR) receives the individual Compr essed Work
Week agreements, they are not recorded in SAP as there is no impact on pay.
This result in HR being unable to determine the overall number of individuals
on compressed work weeks and the amount of time spent by Management and
staff involved in tracking, controlling, and monitoring alternative work
arrangements.

8. Under the current practise, Human Resources has indicated that this is an
arrangement between the employee and thear manager and is the
responsibility to ensure that the terms of the compressed work week are being
honoured.

Recommendations and Management Responses

Recommendation 1

That the City ensure that if they are going to permit alternat ive work agreements
that they are properly managed , including ensuring that alternati ve work
agreements and monitoring tools are complete , accurate and compliant with City
policies.

Management Response
Management agrees with this recommendation.

As noted in Management ds Response to Recc
Work Arrangement policy and Compressed Work Week procedures will be

updated to provide a defined process and system tracking to enable monitoring

and controls by the end of Q1 2012.

Recommendation 2

That the City update the Alternative Work Arrangement Policy , procedures and
practises including ensuring that responsibilities are appropriately assigned to
account for, control and monitor alternative work arrangements.

Management Response
Management agrees with this recommendation.

The Alternative Work Arrangement policy and Compressed Work Week
procedures will be updated and responsibilities will be clarified by the end of Q1
2012.
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Recommendation 3

That the City develop the business cas e , to consider using t he
resources, payroll and financial accounting and reporting system to ensure that

alternative work agreements are accounted for and properly controlled and

monitored in accordance with the updated Alternative Work Arrang ement Policy.

Management Response
Management agrees with this recommendation.

Once the Alternative Work Arrangement policy and Compressed Work Week
procedures are updated Human Resources will assess the feasibility and analyze
the cost/benefit of develop ing an SAP reconfiguration for a new Employee
Transaction for Compressed Work Week. This review will be conducted in Q1
2012.

Conclusion

During the course of the audit, we found there were compressed work
arrangements to September 2009 that were not complant with the Alternative Work
Arrangement Policy and Compressed Work Wegkocedures requirements for the
Social Services Centre South We also found that the staff work hours tool
spreadsheet used to manage agreements contained information that did not match
the agreementsand also did not match the staff listed in SAP for this work unit.

Management indicated that they temporarily suspended CWW as an alternative
work arrangement during July and August 2009, reinforced alternative work
arrangement policies, developed monitoring mechanisms and requested
submissions for new requests or extensions effective September 2009 as all the prior
work arrangements had expired. As at December 2010, they have also indicated
that one staff member has now been assignedto manage/track the Alternative
Work Arrangements for the site including keeping the tracking spreadsheet up to
date and ensuring AWA agreements are properly completed and signed off.

We also reviewed the Human Resources process and found the responsibiliies in

the Alternative Work Arrangement Policyand in practise were inconsistent. HR
Management indicated that they plan to update the policy in Q2 2011. We also

found that although HR receives the agreements, that these are not tracked in the
Cityds human resources, p & yamrd oepdrting systerd inf i nanc
order to account for, control and monitor them and the amount of time spent by
Management and staff performing these functions.

The Office of the Auditor General recommends that the City ensure that if they are
going to permit alternative work arrangements that they are properly managed.
This would include ensuring that alternat ive work agreements and monitoring
tools are complete and accurate and compliant with City policies.
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5.12 Audit of the City's Operating Relationship with the Ottawa
Centre for Research and Innovation (OCRI)

EXECUTIVE SUMMARY

Introduction

In t he fall of 2010, t he Cityods F mepantd and
recommending a value-for-money audit regarding the funding provided by the

City of Ottawa to the Ottawa Centre for Research and Innovation (OCRI). In

response to this requirement, the Office of the Auditor General (OAG) launched a

preliminary assessmentwthOCRiLhe Cityods relati
Background

The City of Ottawa provides annual core and project funding to OCRI, an economic

devel opment corporation with the goal of f o

globally competitive knowledge -based institutions and industries. T he City has a

significant relationship with OCRI: In 2010, OCRI represented approximately 60%

of the total Economic Development Branch budget and the City funds represent
approxi mately 25% of OCRIO&6s budget. The Ci
overseest he most significant portion of t he Ci
provided funding of $2,267,000 in 2010. In addition, OCRI receives an annual grant

($75,000) from the Customer Relations, Business Integration and Funding Branch

for the School BreakfastProgram 8 although this program is being transferred from

OCRI to the Ottawa-Carleton Learning Foundation in 2011. Public Health also

provides OCRI with a $250,000 grant for a schootbased substance abuse program.

Our preliminary assessment was conducted through document review and

interviews within the City of Ottawa. We grouped our findings against three

expected norms: strategic business alignment, agreements and payments, and
monitoring results. As we gai nedOCRhwd ght i
also developed recommendations to address areas for improvement.

Preliminary Assessment Objective and Scope

The purpose of the assignment was to conduct a preliminary assessment of the
agreement and relationship with OCRI. We conducted the preli minary survey in
accordance with the professional practices framework of the Institute of Internal
Auditors. However, it should be noted that the assignment is not an audit. Rather,
it is an independent assessment of the relationship with OCRI.

The scopeof the assessment involved a review of the agreements between the City
and OCRI and the associated financial reporting from 2007 through 2010.
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Summary of Key Findings

Our assessment found that the current OCRI
developme nt strategy since OCGCBabed sdudtriesisiislineon  kn o\
with the Cityds goal to | ever algpsed taleni, st i ng
businesses, and organizations. We also found that there were formal agreements

for both core funding and projects that defined OCRI activities and reporting
requirements. We found preliminary evidence to indicate that the proportion of

OCRI 6s administrative services allocated to
and has increased significantly. In 2010, of the $2.6 million the City provided to
OCRI , $680, 000 was all ocat e dWetalso nGictRattbes a d mi

City has recognized the need to improve the monitoring of results that these
activities are having on the achievement of objectives.

Recommendations and Management Responses

Recommendation 1

That the City work with OCRI to understand and review the administrative
charges to confirm that they are reasonable prior to renegotiation of the 2011 core
funding renewal. This review will all ow the City to ensure that City funds are
directed to key activities and that reasonable administrative charges are allocated
to the City.

Management Response
Management agrees with the recommendation.

As part of the 2011 funding agreement negotiations, it is the full intent of staff to

identify and agree on appropriate administrative costs related to each economic
development program that OCRI undertakes for the City of Ottawa. This

exercise will ensure that City funds are directed to key economic development
program activities and that reasonable administrative charges are allocated to the
City.

The 2011 funding agreement negotiations should be complete by Q3 2011.

Recommendation 2

That the City use the economic development scorecard (currently being
developed) to assess the results of the OCRI activities to determine their value.
This will allow the City to make better resource allocation decisions centred on
the outcomes associated with their invest ments.

Management Response
Management agrees with the recommendation.

The Economic Devel opment Branch i ntends 1
performance in three ways.
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Firstly, each contract signed between the Economic Development Branch and
OCRI (whether for core funding or funding related to a specific project) will
include a detailed list of milestones (either monthly, quarterly or annually) and
deliverables to ensure maximum accountability. Payment schedules will be tied
to such milestones. On a quartely basis, OCRI will meet with staff to review the
results achieved in addition to providing a written summary of their activities.

Secondly, a broad base of performance metrics will be implemented in an
economic development dashboard that will monitor the economic health and
trends of the City of Ottawa. This dashboard will also allow the City of Ottawa to
determine if investments in OCRI are being reflected in these metrics. It is
important to note that broad city -based metrics are not just driven by OCRI but
are affected by a range of factors that can be national and international in nature.
Careful consideration will be given to isolate those performance metrics over
which OCRI has influence.

Thirdly, the Economic Development Branch will negotiate with OC RI to obtain
observer status at the OCRI board. This will provide an observer seat at the
board level, where the manager of the Economic Development Branch will have
an opportunity to observe OCRIO&s over al

fromotherboar d members on OCRI &ds performance.

Management anticipate that the first new contract cycle with the schedule and

milestones will be completed by Q3 2011 and then continue on an ongoing basis.
The economic development dashboard will be complete by Q3 2011, and
negotiations with regard to observer status should be complete by Q4 2011.

Conclusion

While, given the nature of the assessment, we do not conclude on whether the City
has received value for money with respect to its relationship with OCRI, we ar e not
recommending a full value for money audit at this time. Based on the results and
conclusions, we believe that a comprehensive value for money audit would not lead
to significantly different findings.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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5.13 Audit of the Procurement Process for the SmartBus Next
Stop Announcement System and the SmartCard System

EXECUTIVE SUMMARY

Introduction

The audit was conducted as a result of a Council Motion approved on November

16/17, 2009, wherein the Auditor General was directed to audit the procurement

process regarding the SmartBus Next Stop Announcement System ad the

Smart Card System to ensure that staff- compl
laws with respect to the same.

Motion No. 78/6

oBe it resolved that the Auditor General
regarding the SmartBus Next Stopnnouncement System and the SmartCard
System, to ensure that staff clawnswithi ed wi

respect to the same. 0

Background

In 1998, KPMG/IBI Group was commissioned to conduct the OC Transpo
Comprehensive Review, which assisted the City in establishing the foundation of
the SmartBus vision. The report identified smart operating systems which later
become known as the SmartBus. These features were singled out as an effective
and efficient means of increasing the fleet reliability and increasing overall
customer confidence.

The SmartCard was simultaneously introduced as a project Transit would need to
consider in conjunction with the SmartBus. SmartCard is, in brief, a means for
riders to pay transit fares using a single, contactless, smartcard for convenience
(e.g., rapid boarding, electronic purse, electronic period passes, etc). A similar
system has been in existence in Gatineau since 1998.

The Next Stop Announcement System is an integral and planned component of the
SmartBus vision.

Transit began spending funds in 2003 on Phase | of the SmartBus project for the
development of functionality and software for key features of SmartBus including
vehicle location, computer-aided dispatch, schedule adherence, transfer printer and
control, and text messaging from control centre to operators of the fleet. Other
SmartBus features such as real time arrival information and vehicle system
maintenance were part of the 10 year plan for implementing the SmartBus. Bell was
the SmartBussupplier of choice as a result of a 2003 competitive RFP process.
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Phase Il of the SmartBus project was subsequently initiated in 2005 and resulted in
the purchase and installation of required Phase | SmartBus equipment on
approximately 1030 of 1050 buses.

The Capital Budget for NSAS was approved at $6.72 million in 2008 and Transit
subsequently initiated a request for qualification for the purchase of an "off -the-
shelf" system as they knew there was proven technology available in the market.
Also in 2008, Transit begins to raise the profile of the SmartCard as there is a one
solution approach being fostered by the province based on the Toronto Transit
Commission / Greater Toronto Area Initiatives for an across the Province
capability. The PRESTO label apples to the province-wide SmartCard approach.

The NSAS procurement process began with the approval of the $6.72 million
funding authority obtained through the submission of the 2008 Capital Budget. The
City proceeded with the development of a two -stage procurement process for a
Next Stop Announcement System (NSAS). The Request for Qualifications (RFQ),
stage one of the two-stage process, aimed to serve as a technical prgualification of

the systems presented for the GQualifiedorslerconsi d

this stage of the procurement process were invited to submit a proposal under the
Request for Proposal (RFP) stage, the second of the twestage process. In June 2008,
the NSAS RFQ was posted. An evaluation of the proponents was conductedin the
fall of 2008 and two proponents successfully qualified to move to the request for
proposal stage. In January 2009, the RFP was issued to the two qualified
proponents. The RFP closed in March 2009, and subsequently, the submissions
were evaluated. One bidder was successful and proceeded to the due diligence
stage. The results of the procurement process were presented to the Transit
Committee on September 16, 2009. A motion was drafted for Council to approve
the award of a $17 million contract to the successful bidder. The motion was
elevated to next scheduled Council meeting, which was held on October 28, 2009.

Audit Objectives and Scope

As result of Motion 78 -6 approved by Council at its meeting of November 16/17,
2009, the Office of the Auditor General was mandated to review specific contracting
initiatives in order to determine:

1. Whether the procurement process regarding the SmartBus Next Stop
Announcement System and the SmartCard System complied with all of the
Cityodos r ulaws with aespect tb the same.

2. The extent to which the SmartCard initiative was linked to the Next Stop
Announcement System.

3. That information and briefings provided to Council throughout the contracting
process were timely, complete and comprehensive in the discussions of options
available to Council.
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Summary of Key Findings

1. In 2008, Council approved funding authority of $6.72 million for the
implementation of NSAS via the capital budget. The amount was estimated /
benchmarked using information from the in -house developed TTC project. In
hindsight, it appears, as per City staff, that the cost determination omitted the
internal cost of developing the software to run the platform and its labour costs
to perform the installation of the hardware on the vehicles.

4. It appears that there was little communication with Council on the procurement
of NSAS in the 24 months prior to the September 16, 2009 Transit Committee
meeting. An historical look at the communication provided to Council and its
sub-committees reveals that information is provided in such a way that it would
be challenging for Council to obtain a holistic appreciation of the facts and the
extent and direction of the SmartBus project, as well as its cost to the taxpayer.

5. The scenario to proceed when finally brought to Council was highly confusing
with numerous issues in play: Higher than estimated bids being submitted, the
introduction of optional features to advance introduction of SmartBus features,
the potential sources of funding to cover the addition al costs of acquisition,
ongoing costs to maintain the platform for existing SmartBus features and the
parallel tracking / implementation of SmartCard initiative, all with no apparent
or pre-existing overarching strategy for Council to refer to for overall progress
in implementation of SmartBus features.

6. Purchasing By-law No. 50 of 2000 governs how the City shall purchase goods
and services. It allows Supply Management great latitude in decision -making
when conducting business activities associated with procurement. However,
there are several controls built into the By-law such as prescribed procedures to
be followed to make a contract award or to make a recommendation of a
contract award to Council. It further gives discretion to Supply Management to
submit a contract award to Council where it is a matter of procurement
procedure and / or in the opinion of Supply Management, it is in the best
interest of the City to do so.

7. Regarding the actual managing of the procurement itself, a comprehensive legal
review found no fault with the process, with the exception of the inclusion of the
ooptionsdé aspect. As the options were no
RFP did not appear to promote a level playing field for competition. Both
bidders were not asked to price the same items.

8. As early as the fall of 2008, through the Request for Qualification evaluation
stage, Supply Management and Transit staff are made aware that in a best case
scenario there is a likely 30% over budget contract coming. This would have
been an opportunity to advise Committee and Council that there was a strong
chance that the $6.72 million budget would not be sufficient to meet the market -
based estimate required to undertake the project.
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9. Effective July 6, 2009 Supply Management and Tansit staff were informed, at
the conclusion of the Request for Proposal stage, that the minimum contract
value will be roughly twice the estimated amount for the core NSAS requested.
This would have been another opportunity to advise Committee and Counc |l
that there was a market-based price that doubled the $6.72 million budget for
NSAS.

10.In the conduct of the RFQ and RFP procurement process, the City utilized a
clause in which it reserved the right to terminate the process at any time for
convenience. The clause is simply worded and could give anyone not involved
in the intricacies of contract and tendering law the impression that the City
could exercise this exit strategy without financial impact. However, as the legal
opinion offered to the City has m ade clear, the exercise of the clause cannot be
made without cause.

On July 6, 2009, the sole qualified bidder was notified that they were the successful
proponent in the RFP. Negotiations to obtain the best and final offer were then

entered into. The proponent submitted their Best and Final Offer (BAFO) on July 15
2009. In our opinion, in accordance with the By-law, Supply Management should

have gone to Council for authority to proceed when it became apparent that they no

longer had a fully funded requ isition for the acquisition of the NSAS.

Recommendations and Management Responses

Recommendation 1

That Supply Management, in compliance with the By -law, come to Council for
authority to proceed when they have an unfunded requisition.

Management Response
Management agrees with the recommendation.

This reflects current practice.

The SmartBus program is comprised of many separate, yet interrelated, projects.

Although under the larger SmartBus umbrella, budget approval was sought on a
project-by-project bass. Article 9(1)(c) of the Purchasing By-law states that
Counci |l approval is required owhere the co
higher than the Council approved branch estimates and the necessary
adjustments cannot be made. ¢

In the case of the SmatBus program, the General Manager, Transit Services had
identified funding that could be transferred from other approved SmartBus
projects to the NSAS. These programs had been previously approved by Council
through the Capital Budget process. Report ACS2009ICS-TRA-0011 was seeking
approval to use these previously approved funds for the NSAS project.

Management believes that no further action is required.
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Recommendation 2
That the City develop guidance for procurement staff for the application of
paragraphs 6 (1) and (3) and paragraph 9 (1) (c) of the Bylaw, for determining

under what circumstances and at what stages of the contracting process
information should be presented to Council.

Management Response
Management agrees with the recommendation.

Management believes that pricing at the RFQ stage is unreliable and is generally
vague or overstated and that, consequently, there is not sufficient pricing
information to go to Council. Training has been provided to procurement staff
and guidelines are being developed to aid them in the application of these
paragraphs of the Purchasing By-law. Guidelines will be developed by the end
of Q3 2010.

With regard to the NSAS project, funding was not considered a significant issue
at the time as Transit had identified other funding that could be transferred into

the NSAS budget resulting in no necessary increase in funding for the project.
The report was initially tabled with the sub -committee of Council to obtain
budget approval to reallocate funds. Once this approval was obtained, staff
could award the contract under delegated authority in accordance with the
Purchasing By-law.

Moreover, it was clearly defined in the RFP process for Evaluation and Selection
that identification of the selected proponent did no t constitute contract award.
The RFP made clear that approval was

requi

aut hority at the Cityd pr i oapprbved sacrkesstuut i ng

proponentod [emphasis added].

The audit appears to confuse the well-established legal/procurement principals

of Contract A, being the terms and conditions of the tendering process (with its

corresponding duties and liabilities on the parties involved in the process), and

Contract B, being the actual contract awarded by the owner to the successful
bidder for the delivery of the required goods/services.

Recommendation 3

That the City modify the Purchasing By -law, or develop other policy, to make
clear that unidentified or inadequately described optional elements not be
included in the Request for Proposal.

Management Response
Management agrees with the recommendation.
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On October 30, 2009, the Manager of Supply temporarily halted the inclusion of
optional value added features in bid solicitation documents until a formal r eview
was conducted.

Following the review, the Purchasing Procedures & Policy Manual was updated
to include instructions regarding the use of optional value added features in bid
solicitation documents. Where optional value added features are to be included
as part of a multi-stage procurement process, staff should review the
appropriateness of including these features based on the information obtained in
the preliminary phases of the procurement. Where their inclusion is deemed
appropriate, these features should be fully described and priced as part of the
financial proposal.

Management believes that no further action is required.

Recommendation 4

That the City modify its Privilege or Rights Reserved Clause to better assist both
the City and potential bidders appreciate the likely consequences which may
result should the procurement process be modified or cancelled.

Management Response
Management disagrees with the recommendation.

Privilege clauses, and the right to cancel a procurement, are common feaures in
procurements. Contract authorities insert these types of clauses to give them the
greatest degree of flexibility in how the procurement process, including
evaluations and contract award, will be conducted.

However, like all clauses that give contract authorities flexibility in how
procurements are conducted (the so-called privilege clauses); the courts have
interpreted those clauses in a way that ensures that all parties are treated fairly
and in a manner which ensures the integrity of the procure ment process.

Similarly, with respect to cancellations, courts have looked carefully at the
reasons that motivate a contract authority to cancel a procurement in order to
ensure that the cancellation is not done for improper motives. That is, for a
purpose that would have the effect of undermining the integrity of the
competitive bidding process.

The privilege clause utilized by staff is very similar to the clause used by PWGSC
(excerpted below). Management suggests that it is the application of this clause,
and not the clause itself, that requires an increased understanding. Management
proposes to provide increased training on the application of this clause in an
effort to oObetter assist both the City and potential bidders to appreciate the
likely consequences which may result should the procurement process be
modified or cancelled. 6
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2003 (201601-11) Standard Instructions - Goods or Services - Competitive
Requirements

Rights of Canada
Canada reserves the right to:

(a) rejectany or all bids received in response to the bid solicitation;

(b) enter into negotiations with bidders on any or all aspects of their bids;

(c) acceptany bid in whole or in part without negotiations;

(d) cancelthe bid solicitation at any time;

(e) reissuethe bid solicitation;

(H if no responsive bids are received and the requirement is not
substantially modified, reissue the bid solicitation by inviting only the
bidders who bid to resubmit bids within a period designated by
Canada; and,

(g) negotiate with the sole responsive Bidder to ensure best value to
Canada.

Recommendation 5

That the City ensure that major procurement initiatives be required to develop
and follow a Briefing Strategy in order to ensure that Council is kept abreast of
progress against targets and/or phases which are potentially separated by months
if not years.

Management Response

Management agrees with the recommendation. However, management disagrees
that Council was not provided with complete and accurate information
regarding the NSAS issue.

The background section of report (ACS2009-ICS-TRA-0011), presented to Transit
Committee on September 16, 2009, clearly sets out the history of the SmartBus
program and how the recommended approach would address any challenges
with the program. The Financial section of the report outlines the cost of what
staff was recommending to purchase, and the budgets the spending was to be
drawn from. Following the September 16, 2009 Transit Committee meeting,
members of Council were provided with detailed information to assi st in
clarifying the situation. The SmartBus technology has been an ongoing
discussion with Council since amalgamation. A number of opportunities have
been presented by Transit Services to discuss IT technology, including a 2003
KPMG study, Capital Budge t requests and three SmartCard reports.

In order to ensure senior management and Council are kept abreast of progress
against targets and/or phases of major procurements, Supply Management has
implemented a formal Procurement Plan Approval process whereby
requirements and strategies are reviewed and approved in advance of a
procurement process. This approval process is aimed at ensuring that
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requirements, deliverables and timelines are well established and are not unduly
restrictive, and that multi -stage procurement processes do not unnecessarily
limit competition.

It is proposed that the formal procurement plan be used as a communications
tool identifying the timing and proposed strategy for procuring the components
comprising the initiative as a whole, and that regular updates be provided to
Committee and/or Council on significant changes (technology, schedule,
proponents, and costs) and their impact on the procurement plan.

Management believes that no further action is required.

Recommendation 6

That all p arties involved in major procurement initiatives, with respect to their
various areas of expertise, ensure that Council receives correct and timely
information.

Management Response

Management agrees with the recommendation. However, management
disagrees that Council was not provided with complete and accurate information
regarding the NSAS issue.

The background section of report (ACS2009I1CS-TRA-0011), presented to Transit
Committee on September 16, 2009, clearly sets out the history of the SmartBus
program and how the recommended approach would address any challenges
with the program. The Financial section of the report outlines the cost of what
staff was recommending to purchase, and the budgets the spending was to be
drawn from. Following the Septemb er 16, 2009 Transit Committee meeting,
members of Council were provided with detailed information to assist in
clarifying the situation. The SmartBus technology has been an ongoing
discussion with Council since amalgamation. A number of opportunities hav e
been presented by Transit Services to discuss IT technology, including a 2003
KPMG study, Capital Budget requests and three SmartCard reports.

Management believes that no further action is required.

Conclusion

The initial cost estimate for NSAS omitted key elements and it appears that there
was little communication with Council on the procurement of NSAS in the 24
months prior to the September 16, 2009 Transit Committee meeting. It would
therefore be challenging to obtain a holistic appreciation of the facts and the extent
and direction of the SmartBus project.

The scenario to proceed when finally brought to Council was confusing with
numerous issues in play with no apparent overarching strategy for Council to refer
to for overall progress in implementation of SmartBus features.
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A comprehensive legal review found no fault with the contracting process, with the
exception of the inclusion of the oOoptionsao
City also made clear that the exercise of the termination or exit clause cannot be

made without cause.

In our opinion, in accordance with the By -law, Supply Management should have
gone to Council for authority to proceed when it became apparent that they no
longer had a fully funded requisition for the acquisition of the NSAS.

In conclusion it appears to be a situation where management within Supply
Management and Transit did not fully appreciate Council's potential concern with
the magnitude of cost and/or scope varianc e in the project given the current
economic situation.

Acknowledgement
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5.14 Audit of the Lansdowne Park Proposal (LPP) Financial Model
EXECUTIVE SUMMARY

Introduction

At its meeting of 12 November 2009 Council approved the following
recommendation from the City Manager:

That a final review of the financial projections of the LPP is completed and that the

Office of the Auditor General provides Council with a supplementapprt on the

accuracy of these forecasts as well as the
At the same meeting Council also approved the following motion:

MOTION NO.77/11

Moved by Councillor C. Doucet
Seconded by Councillor A. Cullen

WHEREAS dediating taxes from development to a specific project is not a standard
City practice;

AND WHEREAS this will set a precedent that subsidizes one group of retailers
versus others;

THEREFORE BE IT RESOLVED that the City Manager be instructed to
commission m independent study to evaluate the various consequences of dedicating
property taxes to a single expenditure i
verify the methodology.

Management did not complete the independent study referred to in Motion 77/ 11.
As such, the Auditor General could not verify the methodology.

This report presents the results of the Audit of the Lansdowne Park Proposal
Financial Model.

Background

Foll owing Council ds decision on 12 Novembe
proposal, the Office of the Auditor General (OAG) engaged Hunden Strategic

Partners (HSP), a Chicagebased firm with extensive experience in similar
development projects, to assist in the audit. No Canadian-based firm could be

identified that did not already have ongoing dealings with the firms connected to

the Ottawa Sports and Entertainment Group (OSEG). From that point forward, the

OAG and HSP have been in continual contact with the City Manager as the details

of the LPP financial model were finalized. It is important to note that as recently as
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7 June 2010, these details were being revised. Although the time afforded us to
conduct the audit was somewhat limited, we believe it wa s adequate to complete a
thorough review of the model. Our analysis reflects the financial model as of 9 June
2010. Any subsequent revisions have not been reviewed by the OAG.

Audit Objectives and Scope

As specified in the Council -approved recommendation, the objective of this audit
was to assess the accuracy of the forecasts as well as the reasonableness of the
assumptions used in the financial projections of the LPP. The audit scope was
limited to an assessment of the financial information contained in the LPP proposal.
The audit did not include generating independent figures, nor was it intended to
provide an opinion on the development itself. As such, it does not represent an
evaluation of the merits of the underlying concepts for re -development of the
Lansdowne Park site as presented in the LPP proposal (e.g., a privatesector
partnership, revenue neutrality, the use of property taxes, the optimal site for a
stadium, etc.). The 2009 Audit of the Lansdowne Park Proposal Process, presented
to Councii on 12 November 2009, outlines the
regard.

For a complete description of the scope limitations please refer to the full audit
report.

Conclusion

In response to the recommendation approved by Council requesting this audit, we
can confirm the accuracy of the financial forecasts. Regarding the reasonableness of
the assumptions in the LPP model we have identified three areas of risk including
retail vacancy rates, the proposed contribution from savings on maintenance of the
existing facility and interest rates.

The structure of the project has progressed significantly since the model was
developed in the fall of 2009. The assumptions have become more conservative and
the likelihood of financial success has improved. Even if the project is not a
commercial success, the security of the public investment is generally sound.
Extraordinary events that would impact the local economy are assumed not to

occur. If these do occur, the return on public investment has a much greater chance
of being reduced.

As such, based on our assessment, we conclude that the financial model for the LPP
can achieve its projected results. The key to doing so is that the assumptions
contained in the model hold true over time. In our view, the current ass umptions
are reasonable and present a realistic expectation for the future. The sensitivity
analysis included in the model demonstrates the potential impact of changes to
these assumptions. In particular, increases to the assumed vacancy rates for the
retail development can and will have a significant impact on the expected tax and

Page192 Office of the Auditor General 2010 Annual Report

OA(



Audit of the Lansdowne Park Proposal (LPP) Financial Model (( )Ha\m

rental revenues to be generated. This in turn will of course alter the anticipated
distribution of these revenues. There are no doubt risks associated with
proceeding, nevertheless; in our opinion the proposed financial model is
achievable.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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6 2010 ANNUAL REPORT ON THE FRAUD AND WASTE
HOTLINE

6.1 Description of the Hotline

The Cityds Fraud and Waste Hotline was
facilitate the reporting of suspected fraud or waste by employees. Council also
made the Hotline available to the public in May 2009. The Hotline is a confidential
and anonymous service that allows any employee or member of the public to report
incidents 24 hours a day, 7 days a week. The Hotline is operated independently by
a third party and is accessible either by phone or the Internet.

6.2 Hotline Statistics

In 2010, 215 repors were made to the Hotline. There were 134 reports submitted by
members of the public and 81 reports were submitted by employees of the City of
Ottawa. Based on the number of reports received from members of the public, it
would appear the public is intere sted in using the service.

Reports by Reporter Type
Reporter Type Number of Reports Percentage
Public 134 62%
Employee 81 38%
Total 215 100%

The majority of the reports were submitted by Internet. The remaining 34% of the
reports were submitted by phone.

Reports by Method of Submission
Method of Submission Number of Reports Percentage
Internet 141 66%
Phone 74 34%
Total 215 100%

The Fraud and Waste Hotline has the functionality to facilitate anonymous two -
way communication. This feature allows the reporter to submit additional

information, track the progress of the case, respond to any follow-up questions and
receive an update onthe outcome of their report. In 2010, 91 reporters representing
42% of all reports, reviewed their report after submission of the original report and
the other 124 reporters did not review their report. Given that 42% of reporters used
the two-way communi cation, this would appear to indicate that reporters are
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interested in submitting additional information, tracking the progress of the report
and/or reviewing the outcome of the reports.

Reporters Who Used Two -way Communication
Reviewed Report Number of Reports Percentage
No 124 58%
Yes 91 42%
Total 215 100%

6.3 Summary of 2010 Hotline Reports

The table below summarizes the reports received by the Hotline to December 31,
2010 by report category since its inception in 2005.

Fraud and Waste Hotline Reports as at December 31, 2010

Report Category! 2006 - 2008 2009 2010 | Total
Harm to People or Potential Harm to People 0 0 0 0
Health and Safety, Environment 12 6 4 22
Alcohol or Drug Use or Other Substance Abuse 8 1 2 11
Theft, Embezzlement, Fraud 90 28 16 134
Unauthorized Use or Misuse of City Property,
Information, or Time 120 40 41 201
Manipulation or Falsification of Any Data 11 8 1 20
Unethical Conduct or Conflict of Interest 40 20 31 91
Violation of Laws, Regulations, Policies,
Procedures 42 14 52 108
Financial Reporting and Accounting 2 2 2 6
Management/Supervisor 10 0 5 15
Suggestions for Improvement 109 14 18 141
Suggested Areas for Audit 32 20 16 68
Other 37 12 27 76
Total 513 165 215 893

During 2010, 215 reports were made to the Fraud and Waste Hotline. This
represents an increase of 30% over the number of reports filed in 2009 and indicates
increased interest in use of theHotline. Management submitted five reports during
2010 in accordarce with the Corporate Policy on Fraud and Other Similar
Irregularities. In some cases, Hotline reports are transferred directly to management

1 See Appendix C for the definition of each category
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to be addressed, while in other instances the OAG has undertaken its own review,
conducted a separate formal audit, or considered the matter as part of an ongoing
planned audit. The OAG received 16 reports regarding allegations of social

assistance abuse and transferred them to management to investigate. The Fraud and

Waste Hotline is not intended to be used for allegations regarding social assistance
as there is a dedicated social assistance fraud line al-800-394STOP (7867)

Our Office closed 229 reports in 2010, 164 related to 2010 and 65 related to prior

years. Of these, 185 were transferred directly to management to be addressed, and
44 were addressed by the OAG. We estimate that the City of Ottawa could realize

savings of approximately $147,376 and the Province potential savings of $642,847 as

a result of matters raised in the cases closed during the year. Tle potential savings
are comprised of the following:

Potential Savings for the City:

Paramedic employee being ontcall for providing IT services $56,168
Combination of 31 other cases $91,208
Total Estimated Savingsfor the City $147,376

Potential Savings for the Province:

Total Undistributed Provincial Overpayments Made to a School $642,847

6.4 2010 Audits Arising from Fraud and Waste Hotline Reports 1
Reports provided to Council
The following six audits were undertaken by the OAG in 2010 as a result of Fraud
and Waste reports. These audits represent significant City processes that we wanted
to review, by way of specific examples that had been reported to the Hotline.
e Audit of a Staffing ProcessesintheChi | drends Services
e Auditof theCi t y6s Man algpanmgreemenp f a
e Auditoft he Cityds ReEdnadabDagBvent di ng a
e Audit of the Mackenzie King Bridge Rehabilitation
e Audit of Compressed Work Week Agreements

e Audit of the City's Operating Relationship with the Ottawa Centre for
Research and Innovation (OCRI)

6.5 2010 Other Issues Arising from the Hotline - No Audit Report
Provided

This section includes the summaries of examples of Hotline reports which were

addressed in 2010 but which were not the subject of specific audits. Where eports

are found to be substantiated, any disciplinary action taken is the responsibility of
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management. The OAG is not responsible for disciplinary action. Where
management has taken action, the outcomes are noted below.

6.5.1 Time and Leave

1.

It was found that a paramedic employee was on-call 364 days during 2009

including during their vacation leave. It coststhe City $56,168for the employee

to be on-call in 2009. The paramedicds role was to pe
employee had 93 hours of overtime. Management agreed with paying this

employee on-call and has advised that this position is scheduled to be reviewed

as part of the 2011 Paramedic Branch work plan.

It was confirmed that a Roads & Traffic Operations & M aintenance Branch
employee responsibilities was to manage only one contract. Management will be
expanding t he empl oyeeds rol e to i ncl uc
agreements and initiatives. The empl oyeeds

6.5.2 Vehicles and Equipment

1.

An employee of Parks, Buildings and Grounds Operations and Maintenance

Branch admitted to taking gasoline for personal use in borrowed City

equipment. It was found that the employee was not authorized to use the City
equipment and gasoline.Labour Rel ations has deemed t he
be theft and the employee was terminated.

The Drinking Water Services has been paying $800 per month to dump
excavated material at a private site. The contract includes site management and
the use of equipment and labour. It was found this contract was no longer
required and it was terminated. We estimate the savings to be $9,600 per year.

It was found that a school bus loading zone at a former school was still being
plowed for five yearsaftert h e s cclosur.l Thedoading zone plowing was
removed from the route for one year before being reinstated later. Management
confirms this was an error and has since corrected the plow route. Management
has also modified the communication process with school boards. Management
estimated the cost of the plowing to be $648 ower the five years.

It was confirmed that a generator was rented instead of using a City -owned
generator. This incident occurred because the care and control of the generators
was being transferred from Fleet Services Branch to the Parks, Buildings and
Grounds Operations and Maintenance Branch. In the future, requests will be
accommodated internally. We estimated the cost to be $5,996 for the two months
the generator was rented.
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6.5.3 Conflict of Interest

1. An Asset Management Branch employee was found to be conducting a personal
business on City time with City resources. Management action is pending.

6.5.4 Other Reports

1. A School was found to have not distributed $642,847 of provincial pay equity
funding that the School received from the City, based on documentation that the
School prepared and submitted to the City. The School has advised the City that
the documentation that the School submitted to the City is accurate. However,
as the School determined that not all its staff were entitled to receive pay equity
funding, the School did not distribute all of the funding received. The Province
has authorized the City to recover all funding that was not distributed by the

School . The Cityods Legal C cewsubsidy land pays adv i
equity payments will be w ithheld from the school and applied the withheld
amounts against the $642,847 that the School must remit to the City since it was
not distributed.
6.5.5 Computer Use
1. Areview by IT Services of 51 random employees found two employees who, in
| T6s opi nitolmye highpnorelasiness related Internet use. The two
employees received letters of expectation.
2. A review by IT Services of 66 employees with higher Internet use found 7
empl oyees who, i n | T6s opi n-business redafep e ar t

Internet use.

e Two employees received written warnings ;
e One employee received a letter of expectation,
e For one employee, the manager discussed expectations of computer use with

them,onee mpl oyee was advised by management

the evening, so asnot to generate excess Internet traffig and,
e Two employees have outcomes pending.
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7 2011 and 2012 AUDIT PLAN

7.1 Methodology
The methodology used to develop our audit plans includes the following key steps:

Meetings with Councillors and Senior Managers;

Review of budget documentation;

Review of former audits conducted at the City;

Review of audit plans from other municipalities;

|l nput from Auditor General ds staff;
Meetings with external auditors and review of management letters; and,

Assessment of programs and services against selection criteria and risk
analysis.

Several specific selection critefa were used to identify potential projects and select
the audits outlined in the plan, including:

Program/Service has direct impact on citizens;

Risk/Impact of service disruption on public safety, convenience, financial
exposure;

Discussions with Council, Senior Management;
Budget size (including number of staff);
Last time audited; and,

Fraud and Waste Hotline reports received.

7.2 2011 Plan

| n

April 2011, Council approved the OAGOGSs

following projects:

1.

2.
3.
4

OC Transpo Schaluling Process for Bus Operators;
Vacant Positions Management;

Corporate Communications ;

Procurement Practices:

a. Public Sector Cooperative Purchasing Programs
b. Bulk Purchasing

c. Green Bin Contract

d. IT Hardware

Performance Measurement,

Occupational Health and Safety;
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7. Human Resources Master Plan

8. Grants and Contribution Process

9. Budgeting for Growth Funding ; and,

10.  Follow-up of completed audits including:

Five Specific Staffing Processes

Specific Contracts at the NNEP;

Bridge Maintenance Program,;

Bridge Maintenance Process for a Specific Bridge
Payroll;

Eight Specific Building Code Services Files and,
g. Specific House Drawings.

~® a0 o

7.3 2012 Plan

The following projects are recommended to be included in the 2012 plan:
1. Treasury;
2. Corporate Credit Cards;

Environmental Risk Assessment

Client Service Centres

Ontario Works Eligibility Assessment Process;

Construction Supervision ; and,

Follow -up of completed audits including:

a. Audit of the Use of City Vehicles and Mileage Claims;

b. Audit of Selected Grant Recipients d Signed Agreements and Audit
Clauses;

Audit of the Nepean Sailing Club Agreement;

Audit of the Sugarbush (Action Vanier ) Agreements;

Audit of the Revenue Branch;

Audit of a Staffing Process in the Chi
Audit of the Ci falLdas Agkameatg e ment o

Audit of a the Cityds Role regarding
Audit of Internet and Email Usage Policies and Procedures;

. Audit of the Mackenzie King Bridge Rehabilitation;

k. Determination of Sampling Requirements for Audits of Payroll
Accuracy;

I.  Audit of Compressed Work Week Agreements;

m. Audit of the City's Operating Relationship with the Ottawa Centre for
Research and Innovation (OCRI); and,

No ok~ ow

S@ "o a0
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n. Audit of the Glen Cairn Flooding and the Development Review
Processes within the Carp Watershed.
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APPENDIX A: RECOMMENDATION TO BE RAISED TO
THE ATTENTION OF THE AUDIT SUB-COMMITTEE

Management

disagrees

raised to

Total Management [Audit Sub- Recommendation
2010 Annual Report Audits Recommendations |agrees Committee Number

Audit of the Use of City Vehicles and Mileage Claims 36 36 0
Audit of Selected Grant Recipients - Signed
Agreements and Audit Clauses 1 1 0
Audit of the Nepean Sailing Club Agreement 3 3 0
Audit of the Sugarbush (Action Vanier) Agreements 9 9 0
Audit of the Revenue Branch 22 22 0
Audit of a Staffing Process - Children's Services
Branch 1 1 0
Audit of the Cityds Managemendt of |a Loand Agreem@Ent
Audit of the Citys Role Regarding a Canada Day
Event 10 10 0
Audit of Internet and Email Usage Policies and
Procedures 3 3 0
Audit of the Mackenzie King Bridge Resurfacing 11 11 0
Determination of Sampling Requirements for Audits
of Payroll Accuracy 1 1 0
Audit of Compressed Work Week Agreements 3 3 0
Audit of the Citys Operating Relationship with the
Ottawa Centre for Research and Innovation (OCRI) 2 2 0
Audit of the Glen Cairn Flooding Event and the
Development Review Processes within the Carp
River Watershed 8 8 0
Next Stop Announcement System and the
SmartCard System 6 5 1 4
Audit of the Lansdowne Park Proposal (LPP)
Financial Model 0 0 0
Total 2010 Recommendations - Annual Report 120 119 1
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Audit Sub-Committee

Audit of the Procurement Process for the SmartBus Next Stop
Announcement System and the SmartCard System

Recommendation 4

That the City modify its Privilege or Rights Reserved Clause to better assist both
the City and potential bidders appreciate the likely consequences which may
result should the procurement proce ss be modified or cancelled.

Management Response
Management disagreeswith the recommendation.

Privilege clauses, and the right to cancel a procurement, are common features in
procurements. Contract authorities insert these types of clauses to give them the
greatest degree of flexibility in how the procurement process, including
evaluations and contract award, will be conducted.

However, like all clauses that give contract authorities flexibility in how
procurements are conducted (the so-called privilege clauses); the courts have
interpreted those clauses in a way that ensures that all parties are treated fairly
and in a manner which ensures the integrity of the procurement process.

Similarly, with respect to cancellations, courts have looked carefully at the
reasons that motivate a contract authority to cancel a procurement in order to
ensure that the cancellation is not done for improper motives. That is, for a
purpose that would have the effect of undermining the integrity of the
competitive bidding p rocess.

The privilege clause utilized by staff is very similar to the clause used by PWGSC
(excerpted below). Management suggests that it is the application of this clause,

and not the clause itself, that requires an increased understanding. Management
proposes to provide increased training on the application of this clause in an

e f f or bettert assistoboth the City and potential bidders to appreciate the likely
consequences which may result should the procurement process be modified or
cancelled 0

2003 (201601-11) Standard Instructions - Goods or Services- Competitive
Requirements

Rights of Canada
Canada reserves the right to:
(a) rejectany or all bids received in response to the bid solicitation;
(b) enter into negotiations with bidders on any or all aspects of their bids;
(c) acceptany bid in whole or in part without negotiations;
(d) cancelthe bid solicitation at any time;
(e) reissuethe bid solicitation;
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(H if no responsive bids are received and the requirement is not
substantially modified, reissue the bid solicitation by inviting only the
bidders who bid to resubmit bids within a period designated by
Canada; and,

(g) negotiate with the sole responsive Bidder to ensure best value to
Canada.
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APPENDIX B i POTENTIAL SAVINGS IDENTIFIED IN 2005-2009 AUDITS

2005 Overtime $86,300
2005 Drinking Water Services $317,000
2005 Drinking Water Services $150,000
2005 Procurement Process $4,000,000
2005 Sub-total $4,467,000
2006 Surface Operations $165,000
2006 Surface Operations $200,000
2006 Fleet Services $900,000
2006 Fleet Services $459,000
2006 Fleet Services $574,000
2006 Fleet Services $1,200,000
2006 OC Transpo and Para-Transpo Cash, Ticket $470,000
and Pass Revenue Processes
2006 Financial Control Environment $291,000
2006 Financial Control Environment $1,094,000

Office of the Auditor General 2010 Annual Report

Lack of employee training at Fire Services Branch (2008 actual
overtime dollars earned by the only two staff performing hose and
ladder repair)

In 2004, 954 large meters were not changed out as scheduled,
with management estimating potential lost annual revenue of
$316,537 (based on a combined 2004 water/sewer rate of
$1.58/m®). The cost to repair these meters would be
approximately $240,000.

Two summer students monitor flusher hydrant use to ensure
permit holders report the water taken; however a test study on one
flusher hydrant was performed to help identify underreported
consumption by the permit holders. It was found that
approximately 50% of consumption was unreported. Although the
test was conducted on only one flusher hydrant, if this is
representative, the foregone revenue may amount to $150,000 per
year.

$580,000 on sample of 12 contracts totalling $5M. Projection not
in the report but as discussed with management at the time of the
report, $4M could potentially be saved ($40M x 10%) if a higher
price requirement was used for engineering consultants

Change in shift as oppose to OT
Reduction in OT

Represents the full dollar value of vehicle misuse - potential
savings would have been less
Enforcing fuelling at City fuelling stations

Medium size truck - Performance maintenance improvement

Estimate not in audit report. For the purpose of quantifying
savings, $6M in untendered contracts x 20%, which we believe is
reasonable result in potential savings of $1.2M

Refund of Non-refundable fares

Foregone interest revenue from paying invoices too soon
Uncertified sick leave over allowable limits without medical
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APPENDIX B i POTENTIAL SAVINGS IDENTIFIED IN 2005-2009 AUDITS

Liability accumulated from not paying-out annual leave over the
collective agreement allowances ($6.8M x 5% increase (COLA +

Buying fax machines rather than renting
Raise development fees to realize full cost recovery
Improve management & control of the fuel card program

Based on previous budget increases and response time impacts in
Ottawa and Niagara, we estimate that an additional $5M per year
over the next five years would likely be required (all other
performance factors being stable) to generate the 2 minutes
response time improvement associated with AMPDS and its
supporting software framework.

City paid approx. $855k as a penalty for fuel for which it could not
accept delivery during the strike

(Sample, not projected on stage's 207 lots) Charge all developers
the refundable inspection fees where contractor's not ready for

Approx. from not charging full fee for two week event for three
years (in additional to $10,000 grant)

certificates
2006 Financial Control Environment $340,000
step increases)
2006 Sub-total $5 693.000
2007 Procurement Fax Machine $182,000
2007 Development Review Process $4,300,000
2007 Ottawa Police Service Fleet $95,000
2007 Sub-total $4.577.000
2008 Ottawa Paramedic Service $24,000,000
2008 Sub-total $24,000,000
2009 Incremental Cost of the Transit Strike 2008-2009 $855,000
2009 Eight Specific Building Code Services Files $5,000
inspection
2009 Specific Contracts at the Nepean National $10,000
Equestrian Park
2009 Sub-total $870,000

GRAND TOTAL

$25,052,000 $14,641,300 $39,607,000
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APPENDIX C - FRAUD AND WASTE HOTLINE REPORTING

CATEGORIES

Harm to People or Potential Harm to
People

Concerns related to physical or mental harm or potential harm to employees
others relating teiolence, threat, discrimination, or harassment.

Health and Safety, Environment

Items related to the safety of people and the protection of the environment ii
which they work and live.

Alcohol or Drug Use or Other
Substance Abuse

Issues related talcohol or drug use or other substance abuse.

Theft, Embezzlement, Fraud

Any act of stealing from an organization or individual, by whatever means, a
attempts to conceal it.

Unauthorized Use or Misuse of City
Property, Information, or Time

Items relatd to the unauthorized use or misuse of City property, equipment,
materials, records, internet or harm or threat of harm to City property, equipi
materials, or internet. This would also include abuse of work time or fraudul
use of sick leave.

Manip ulation or Falsification of Any
Data

Changes (unauthorized or authorized) made to any data, information, recorc
reports, contracts, or payment documents possibly to cover mistakes or frau
improve financial / operating / statistical results or to genarfcial advantage or
unfair advantage in a contract.

Unethical Conduct and Conflict of
Interest

Unethical or dishonest conduct by any person at any level of the organizatio
any situation or action of an employee that puts them in conflict, or beuld
perceived as putting them in conflict, with the interests of the organization.

Violation of Laws, Regulations,
Policies, Procedures

Violation of any law, rule, or policy set down by an organization, regulatory
authority including securities commissiQms any level of government.

Financial Reporting and Accounting

Items related to the accuracy and completeness of financial statements and
financial reporting to the Board of Directors, Board of Governors, or other
governing body, and to regulatdpgdies or the public (e.g. securities regulator
tax authorities, government departments, annual public reports).

Management/Supervisor

Any issues, concerns or comments related to the level of support received tl
the actions or inactions of yourrdct managers and/or supervisors.

Suggestions for Improvement

Suggestions to improve any aspect of the organization including ideas, conc
or comments related to Municipal Services and Products, Customer Service
any other suggestions, to aid tittainment of its objectives, or to manage its
risks.

Suggested Areas for Audit

Any suggestion to audit any area of the organization.

Office of the Auditor General 2010 Annual Report
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BY-LAW NO, 2009 - 323

A by-law of the City of Ottawa to establish the position and duties of Auditor
General of the City of Ottawa, including statutory powers, and to repeal By-law No. 2005-84, as
amended.

The Council of the City of Ottawa enacts as follows:
DEFINITIONS
1. In this by-law,

“Auditor General” means the Auditor General of the City of Ottawa.
ESTABLISHMENT OF THE POSITION OF AUDITOR GENERAL

2. The position of Auditor General for the City of Ottawa is hereby established for
the purposes of Part V.1 of the Municipal Act, 2001, S.0. 2001, ¢.25, as amended, with the
statutory duties and functions as set out in Part V.1 of the Municipal Act, 2001, S.0. 2001 . €25,
as amended, and in this by-law.

APPOINTMENT OF AUDITOR GENERAL

3. (1) City Council shall by by-law, appoint a person 1o the position of Auditor General

for a non-renewable term of ten (10) years and specify the terms and conditions of
such appointment.

(2)  The current Auditor General of the City of Ottawa is appointed as the Auditor
General of the City of Ottawa until the end of his term, which is extended to
December 31, 2013,

(3)  The appointment of a person 1o the position of Auditor General may be made,

suspended or revoked only by a two-thirds majority vote of all members of City
Council.

4 The Auditor General must be designated in Ontario as a chartered accountant, a
certified general accountant, or a certified management accountant,

ACCOUNTABILITY
4. The Auditor General is independent of the City administration,
5. The Auditor General shall report to City Council, or to a Committee of Council as

may be directed by City Council.
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RESPONSIBILITIES

AUDITS

6. (1) The Auditor General shall be responsible for assisting City Council in holding
itself and its administrators accountable for the quality of stewardship over public
funds and for the achievement of value for money in municipal operations.

(2) Despite subsection (1), the responsibilities of the Auditor General shall not
include the matters described in clauses 296(1)(a) and (b) of the Municipal Act,
2001, 5.0. 2001, ¢.25, as amended.

(3)  The Auditor General shall be responsible for carrying out financial (excluding
attest), compliance, and performance audits of:

(@  all programs, activities and functions of all City departments and agencies,
and of the offices of the Mayor and Members of Council;

(b)  local boards of the City as defined in Part V.1 of the Municipal Act, 2001,
S.0. 2001, ¢.25, as amended, and as forther prescribed in Schedule “A” to
this by-law;

(c) municipally-controlled corporations as defined in the Municipal Act, 2001,
S.0. 2001, ¢.25, as amended, and as further prescribed in Schedule “B” to
this by-law;

(d)  grant recipients as defined in Part V.1 of the Municipal Act, 2001, S.0.
2001, ¢,25, as amended, and,

{e)  any other agencies, boards, commissions and corporations as Council may
from time to time create or identify.

(4) At the request of Council or a board of directors, the Auditor General may
conduct financial (excluding attest), compliance and performance audits of
autonomous organizations that have an agreement with the City that contains
provisions for an audit by the City.

(5) Audits shall be conducted at such time and to the extent that the Auditor General
considers appropriate, and the Auditor General shall establish such protocols and
procedures that are necessary for the conduct of such audits.

(6)  The Auditor General shall not call into question or review the merits of the
policies and objectives of Council.
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INVESTIGATIONS OF FRAUD, MISAPPROPRIATION AND OTHER SIMILAR
IRREGULARITIES

7. The Auditor General shall be responsible for the administration of the Fraud and
Waste Hotline relating to any suspected acts of fraud, theft, misappropriation or other similar
irregularity in accordance with the Corporate Policy on Fraud and Other Similar Irrepularities as
approved by City Council, and the Auditor General shall establish such protocols and procedures
that are necessary for the conduct of such investigations.

DUTY TO FURNISH INFORMATION

8. In accordance with subsection 223.20(1) of the Municipal Act, 2001, S.0. 2001,
€25, as amended, the City, the local boards referred to in Schedule “A”, the municipally-
controlled corporations referred to in Schedule “B”, and the grant recipients shall give the
Auditor General such information regarding their powers, duties, activities, organization
financial transaction and methods of business as the Auditor General believes to be necessary to
conduct his or her duties under this by-law.

ACCESS TO INFORMATION

9. In accordance with subsection 223.20(2) of the Municipal Act, 2001, S.0. 2001,
¢.25, as amended, the Auditor General is entitled to have free access to all books. accounts,
financial records, electronic data processing records, reports, files and all other papers, things, or
property belonging to, or used by the City, a local board referred to in Schedule “A”, a
municipally-controlled corporation referred to in Schedule “B”, or a grant-recipient, as the case
may be, that the Auditor General believes to be necessary to perform his or her dutics under this

by-law.
NO WAIVER OF PRIVILEGE
10. A disclosure to the Auditor General under Sections 8 or 9 does not constitute a

waiver of solicitor-client privilege, litigation privilege, or settlement privilege.

ANNUAL AUDIT PLAN

1. (1 The Auditor General shall submit an annual audit plan for the next following year
to City Council for information by December 317 of each year.

(2)  The Auditor General may, at his or her discretion, prepare a longer term audit plan
for submission to City Council.

(3) No deletions or amendments to the annual audit plan shall be made except by the
Auditor General,
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