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Subject: 
Independence of the Auditor General 

PUBLIC REPORT 

1.0 PURPOSE 

To propose a number of changes to support the independence of the Auditor General, improve 
accountability and transparency and to bring the City into full compliance with the Municipal Act, 
2001. 

2.0 RECOMMENDATION 

It is recommended to City Council within AG-13-09 "Independence of the Auditor Generaf' 
dated May 16, 2013: 

1. 	 That an Audit Committee be established with formal terms of reference: 

a. 	 To improve accountability and transparency within the City, 
b. 	 To oversee the results of the external auditor and Auditor General, 
c. 	 To support the independence of the Auditor General; and 
d. 	 To bring the City into full compliance with the Municipal Act, 2001. 

2. 	 That the revised multi-year audit plan at Attachment 5 be approved to allow the Auditor 
General to reprioritize his activities: 

a. 	 To fulfill his statutory responsibilities outlined within the Municipal Act, 2001; 
b. 	 To fulfill his Council approved mandate; 
c. 	 To meet his reporting requirements for the Corporate Risk Management Policy; and 
d. 	 To lead the Core Services Review. 

3. 	 That the Auditor General and City Solicitor be asked to hold an education session with 
members of Council and the Mayor to review their respective statutory roles; and 

4. 	 That the City Manager be asked to explain to the Mayor and Council why he approved 
Confidential Reports CM-12-32 and CM-13-29 when he knew they excluded important 
facts and contained both inaccurate and materially misleading information. 
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3.0 EXECUTIVE SUMMARY 

The Auditor General has not been allowed to fulfill his statutory duties without fear of reprisal 
and other limitations imposed by the City Manager. Budget restrictions, reporting restrictions 
and the continual expansion his responsibilities have threatened his independence and ability to 
fulfill his statutory obligations, approved mandate and reporting responsibilities under the 
Corporate Risk Management Policy. 

Confidential Reports CM-12-32 and CM-13-29 on the Potential Acquisition of Land were 
materially misleading. 

4.0 INPUT FROM OTHER SOURCES 

~ Director of the Local Government Policy Branch, Ministry of Municipal Affairs and Housing; 

~ Chair of the Public Sector Committee, Institute of Internal Auditors; 

~ Two Former Presidents of the Toronto Chapter of the Institute of Internal Auditors; 

~ Auditor General, City of Ottawa; and 

);- Auditor General, City of Toronto. 


5.0 ANALYSIS 

5.1 Governing Legislation 

);- The Municipal Act, 2001 as amended in 2009 (the Act) sets out a number of provisions that 
Councils and the heads of Councils are required tb observe to support accountability and 
transparency within municipal governments in Ontario. 

);-	 Among other things, clause 224 of the Act indicates that it is the role of Council: 

• 	 To ensure that administrative policies, practices & procedures and controllership policies, 
practices & procedures are in place to implement the decisions of Council; and 

• 	 To ensure the accountability and transparency of the operations of the municipality, 
including the activities of the senior management of the municipality. 

? 	 Clause 225 of the Act indicates that it the role of the head of Council includes: 

• 	 Providing leadership to the Council; and 
• 	 Without limiting the aforementioned role, providing information and recommendations to 

Council with respect to their above role. 
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5.2 Legislation for the Auditor General 

? 	 The Municipal Act, 2001 (the Act) also sets out a number of provisions that have a bearing 
on the mission, mandate, duties and powers of the Auditor General. 

? 	 Clause 223.19(1) of the Act indicates that, once appointed, the Auditor General "is 
responsible for assisting the 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 
City operations." 

>- The Auditor General is an Accountability Officer of the corporation. His legislative 
responsibilities overlap those of the Chief Administrative Officer and Treasurer to assist 
Council with holding these administrators accountable for their duties under the Act. 

>- Under clause 229, the Chief Administrative Officer is responsible for, among other things, 
ensuring the efficient and effective operation of the municipality. 

>- Under clause 286, the Treasurer is responsible for handling all of the financial affairs of the 
municipality including maintaining accurate records and accounts. 

? 	 Clause 223.19(1.1) of the Act stipulates the Auditor General shall perform his or her 
responsibilities under this Part in an independent manner. 

~ Council has an obligation to ensure that the Auditor General can perform his duties in an 
independent manner without fear of reprisal or other limitations which might impair his ability 
to fulfill his or her responsibilities under the Act. 

5.3 Independence of the Internal Audit Function 

~ The standard on Internal Audit Independence in the Public Sector by the International 
Standards of Supreme Audit Institutions defines independence as freedom from 
dependence on, or influence or control by, another person, organization, or state. 

~ For internal auditors, independence is the freedom from conditions that threaten the ability 
of the internal audit activity or chief audit executive to carry out internal audit responsibilities 
in an unbiased manner. 

~ Independence permits internal auditors to render the impartial and unbiased judgments 
essential to the proper conduct of engagements. 

? 	 Independence and objectivity are vital in ensuring that- stakeholders view the audit work 
performed and the results as credible, factual and unbiased. 

? 	 Ideally, the organization's employees should bring concerns, information and important 
matters to the attention of the internal audit activity. 
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);;> 	 According to the Institute of Internal Auditors: 

• 	 The Chief Audit Executive (CAE) must report to a level within the organization that 
allows the Internal Audit (lA) activity to fulfill its responsibilities; 

• 	 The CAE must communicate and interact directly with the Board; 
• 	 Direct communication occurs when the CAE regularly attend and participates in 

Board meetings that relate to the board's oversight responsibilities for auditing, 
financial reporting, organizational governance and control; 

• 	 The lA activity must be free from interference in determining the scope of internal 
auditing, performing work and communicating results; 

• 	 The lA activity should have sufficient independence from those it is required to audit 
so that it can both conduct its work without interference; 

• 	 The internal audit activity must be free from interference in determining the scope of 
internal auditing, performing work, and communicating results; 

• 	 Important parts of this independence are the CAE's ability to be protected from 
management or political interference or retaliation resulting from carrying out 
legitimate duties in accordance with the Standards; 

5.4 Threats to the Independence of the Auditor General 

);;> 	 The following actions compromised the independence of the Auditor General: 

• 	 During the last term of Council, the City Manager threatened to have the Auditor General 
fired if he brought the draft report in Attachment 1 to Council to identify his concerns 
about the site selection criteria for the Environmental Services Centre. 

• 	 In 2011, the City Manager met with the current Mayor to discuss the City's budget, to 
recommend reductions to the budget of the Auditor General's Office and to propose 
staffing changes within the Auditor General's Office without consulting the Auditor 
General on the impact of their recommendations. 

• 	 In late 2012, the City Manager advised the Auditor General that he had made staff 

changes within the City to address the actions of two senior staff who had voiced 

concerns about the plans for the Centralized Operations Centre. 


• 	 During the preparation of Confidential Report CM-12-32, Potential Acquisition of Land, 
the City Manger instructed the Auditor General to exclude the lower end value of the 
appraisal of $4.3 million for the property at 199 Wentworth Street East from his audit 
attachment. 

• 	 During the preparation of CM-13-29, Potential Acquisition of Land, the City Manager 
instructed the Auditor General to exclude information related to the valuation of the 
properties subject to acquisition from his audit attachment. 
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• 	 Following the Council meeting on March 20, 2013, the City Manager complained to the 
Mayor on March 21 that the Auditor General was "becoming increasingly difficult to work 
with and certainly not a team player." 

• 	 In reality, the Auditor General is not part of any team. He is required by Clause 

223.19( 1.1) of the Act to be independent of staff and Council. 


• 	 The City Manager neglected to tell the Mayor that the Corporate Leadership Team had 
determined that the best way to improve the change management process was to have 
the Auditor General highlight significant risks within his audit attachments to reports to 
Committee and Council. 

• 	 The Change Management Process was one of the approved risk management initiatives 
shown at Attachment 2 within AG-11-13, Corporate Risk Management Policy. 

>- Ideally, an Audit Committee would be in place to protect the independence of the Auditor 
General and to mediate the Auditor General's relationship with the organization. Without 
these protections, restrictions imposed by management can prevent the Auditor General 
from fulfilling his statutory obligations and mandate which is shown at Attachment 3. 

5.5 Role of Audit in Public Sector Governance 

>- Governance is defined as the combination of processes and structures implemented by a 
board or Council to inform, direct, manage, and monitor the organization's activities toward 
the achievement of its objectives. 

>- Effective governance systems identify the root cause of problems, determine required 
corrections and follow up to ensure those actions were implemented on a timely basis. 

>- According to The Role ofAuditing in Public Sector Governance by the Institute of Internal 
Auditors, auditing is a cornerstone of good public sector governance. 

>- By providing unbiased, objective assessments of whether resources are managed 
effectively, auditors help public sector organizations achieve accountability and integrity, 
improve operations, and instill confidence among citizens and stakeholders. 

5.6 Role of Audit Committees in Public Sector Governance 

>- Audit committees are a key element of public sector governance because they improve 
accountability and transparency, ensure that audit results are communicated and that 
recommended improvements are addressed on a timely basis. 

>- Audit committees also bolster the independence, integrity, and effectiveness of public sector 
auditors by providing independent oversight of the internal and external audit work plans and 
results, assessing audit resource needs, and mediating the auditors' relationships within 
public sector organizations. 
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~ 	A Model Audit Committee Charter from the Institute of Internal Auditors is provided at 
Attachment 4A. 

~ 	The Audit Committee Charter for the City of Ottawa is provided at Attachment 48. 

5.7 Audit Committee in Oshawa 

~ 	Council in Committee of the Whole presently receives the audit results of the external 
auditor and Auditor General. 

~ 	No charter or terms of reference exists to guide members of Council in Committee of the 
Whole while overseeing the work of the external auditor and Auditor General. 

~ 	 New members of Council may not be aware of their statutory responsibilities to ensure: 

• 	 the Auditor General can perform his duties in an independent manner without fear of 
reprisal or other limitations that might impair his ability to fulfill his responsibilities 
under the Act; and 

• 	 the accountability and transparency of the operations of the municipality, including the 
activities of the senior management of the municipality per clause 224 of the Act. 

~ It is recommended that the Auditor General and City Solicitor hold an education session with 
members of Council and the Mayor to review their respective statutory roles. 

~ 	 It is recommended that an Audit Committee be established with formal terms of reference: 

• 	 To improve accountability and transparency within the City, 
• 	 To oversee the results of the external auditor and Auditor General, 
• 	 To support the independence of the Auditor General; and 
• 	 To bring the City into full compliance with the Municipal Act, 2001. 

5.8 Funding of the Auditor General's Office 

~ 	According to The Role of Auditing in the Public Sector, by the IIA, "the audit activity must 
have sufficient funding relative to the size of its audit responsibilities. This important 
element should not be left under the control of the organization being audited because the 
budget impacts the audit activity's capacity to perform its responsibilities." 

~ 	Clause 223.19(1) of the Act indicates that, once appointed, the Auditor General "is 
responsible for assisting the 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 
City operations." 
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~ 	Council can add responsibilities and work to the annual audit plan of the Auditor General, 
but cannot reduce his responsibilities or work. 

~ Adding work to the annual audit plan without providing funding compromises the 
independence of the Auditor General and his ability to complete his statutory responsibilities. 

~ 	 In February 2011, significant reductions were made to the budget of the Auditor General's 
Office without consideration of the potential impact on his independence or ability to fulfill his 
statutory responsibilities. 

~ 	In May 2011, Council expanded the responsibilities of the Auditor General's Office to include 
its local boards, municipally-controlled corporations and grant recipients without increasing 
his budget. 

~ 	In November 2011, Council expanded the Auditor General's responsibilities for risk 
management but provided no additional resources to the Auditor General's budget. 

~ 	 In February 2013, Council directed the Auditor General to lead an internal core services 
review with no budget impact. 

~ 	 In April 2013, Council provided the Auditor General with an additional $30,000 to conduct a 
number of follow-up audits and reviews to improve value for money within operations. 

~ 	Notwithstanding the $30,000 increase, the Auditor General still has insufficient resources to 
fulfill his statutory responsibilities and professional obligations; meet the requirements of the 
Corporate Risk Management Policy; lead the Core Services Review; and make a significant 
contribution to the Continuous Improvement Program. 

~ 	It is recommended that the revised multi-year audit plan at Attachment 5 be approved to 
allow the Auditor General to reprioritize his activities: 

a. 	 To fulfill his statutory responsibilities outlined within the Municipal Act, 2001; 
b. 	 To fulfill his Council approved mandate; 
c. 	 To meet his reporting requirements for the Corporate Risk Management Policy; and 
d. 	 To lead the Core Services Review. 

~ 	 If Council wishes to reduce the annual budget for the Auditor General's Office going forward, 
the City should enter into shared services agreements with one or more of the municipalities 
which have recently expressed interest in shared service agreements. 

~ 	The bottom of page 2 of the revised plan identifies the cost savings that could be realized by 
the City without compromising the Auditor General's independence or his ability to fulfill his 
statutory obligations, mandate or other responsibilities assigned by Council. 
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5.9 Special Review 

~ 	The following internal control weaknesses were identified within Confidential Report CM-07
16 at Attachment 6 for the acquisition process for the Cullen Garden miniatures: 

• 	 The City Manager led the transaction completely by-passing the Commissioner of 
Development Services who plays a key role in managing the accuracy and 
completeness of real estate reports; 

• 	 The City Manager advised Council that the City was competing with a number of 
other purchasers for the property and needed to move forward quickly; · 

• 	 The appraisals obtained by staff to determine the value of the real estate subject to 
acquisition were flawed; and 

• 	 The City overpaid for the property subject to acquisition. 

~ 	Most importantly, staff did not conduct the acquisition process in accordance with Council's 
direction: 'That Council authorize staff to proceed as discussed with Option 1 concerning 
Confidential Report CM-07 -16 subject to due diligence." 

~ As a result of the above internal control weaknesses the Auditor General reported at AG-09
07, which is provided at Attachment 7, that "The City does not have a consistent process 
for appraising property for acquisitions and disposals. As a result, the City could potentially 
overpay for properties it purchases or be under-compensated for property it sells." 

~ Accordingly, the Auditor General recommended in AG-09-07, which has been removed 
recently from the City's website, that management update processes for the acquisition and 
disposal of City property. Dollar thresholds should be identified for acquisitions and 
dispositions that require an external appraisal. 

~ The above recommendation was still outstanding when both CM-12-32, Potential Acquisition 
of Land, and CM-13-29, Potential Acquisition of Land were submitted to Council. 

~ As all of the weaknesses that were present within the acquisition process for the Cullen 
Garden Miniatures appeared to be present within the acquisition process for 199 Wentworth 
Street East, the Auditor General initiated a special review. 

' 	 Senior Staff attempted to block the Auditor General's special review. Their email is provided 
at Confidential Attachment 8. 

~ The results of the Auditor General's special review of the acquisition process for 199 
Wentworth Street East are shown in the memo at Confidential Attachment 9 to this report. 

~ The City Manager requested that the results of the special review not be shared with the 
Mayor or Council. This request compromises the independence of the Auditor General and 
delays the implementation of appropriate controls to mitigate the risks identified within the 
real estate acquisitions. 
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? Following the issue of CM-13-29, the Auditor General was interviewed by Senior Staff for 
disciplinary purposes which is unusual considering that only Council has the authority to 
discipline the Auditor General. 

? The results of the second phase of the Auditor General's special review which assessed the 
completeness and accuracy of reports CM-12-32 and CM-13-29 are provided at 
Confidential Attachment 10 of this report. 

? The Auditor General concluded that both Confidential Reports CM-12-32 and CM-13-29 
were materially misleading due to inaccuracies and Incomplete information. 

? The Auditor General also concluded that staff had not completed their due diligence prior to 
reporting to Council in July 2012 for CM-12-32 and in March 2013 for CM-13-29. 

? It is recommended that the City Manager be asked to explain to the Mayor and Council why 
he approved Confidential Reports CM-12-32 and CM-13-29 when he knew they excluded 
important facts and contained inaccurate and materially misleading information. 

6.0 FINANCIAL IMPLICATIONS 


? Minor costs will be incurred to appoint an external member to the City's Audit Committee. 


7.0 RESPONSE TO THE OSHAWA STRATEGIC PLAN 

? 	 The Auditor General assists 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 
City operations. Ensuring accountable leadership is one of the goals contained within the 
Oshawa Strategic Plan. 

Ron Foster 
Auditor General 

Attachments 
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Subject: 	 Ward(s): ALLReview of Plans for the Operations and 


Environmental Services Centre 


Public Report 

1.0 PURPOSE 

The purpose of this review was to provide Council with additional information to allow them to 
make more informed decisions on the plans for the Operations and Environmental Services 
Centre. 

2.0 RECOMMENDATION 

It is recommended to City Council: 

That Report AG-09-06 dated July 8, 2009 regarding the Review of Plans for the Operations and 
Environmental Services Centre be received and that Council: · 

a) 	 Endorse one of the strategies for a partially consolidated depot; 

b) 	 Direct staff to revise the evaluation criteria and weights for potential sites to place greater 
emphasis on cost and to screen the potential sites again; 

c) 	 Direct staff to complete the environmental assessment process for preferred sites that are 
endorsed by Council; and 

d) 	 Following the update of the Strategic Financial Plan that is scheduled for this fall, direct 
staff to develop options for financing construction of new facilities at the final site that has 
been endorsed by Council. 

3.0 EXECUTIVE SUMMARY 

This report recommends that Council endorse a strategy for replacing some of the ageing and 
undersized operational facilities. Once the scope of the project is finalized, management can 
revisit its site selection criteria and weights which should be modified to better reflect the 
importance of the cost of replacing existing facilities. The potential sites should then be 
reassessed using the revised criteria. Thereafter, environmental reviews should be completed for 
the preferred sites which are approved by Council. Following the fall update of the Strategic 
Financial Plan which will address the City's current and future commitments, management can 
develop funding strategies for Council's review and approval. 
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4.0 INPUT FROM OTHER SOURCES 

4.1 Input from Management 

);;> City Mcmager 
);> Commissioner, Community Services 
);> Commissioner, Corporate Services 
);> Commissioner, Development Services 

5.0 ANALYSIS 

5.1 Objectives 

);;> 	 The purpose of this review was to provide Council with additional information to allow them to 
make more informed decisions on the plans for the Operations and Environmental Services 
Centre (Operations Centre). 

5.2 Scope 

? 	 This review examined studies conducted on the Operations Centre for the City from 2003 to 
date as well as reports to Council from November 2006 to date. 

5.3 Procedures 

);;> 	 The review included a comparison of best practices for capital planning against processes 
used within the City for planning the Operations Centre. It also included a review of 
background studies on the Operations Centre and relevant reports to Council between 
November 2006 and present. 

5.4 Background 

? 	 The following reports that were prepared by Giffels were reviewed as part of this review: 

• 	 September 2003- Depot Facility Review- Phase 1 -Draft Operational Needs Analysis 
• 	 October 2003 - Depot Facility Review- Phase 2 - Depot Condition Assessment- Draft 

Report 
• 	 November 2003- Depot Facility Review- Phase 3- Alternatives and Opportunities 

Assessment 
• 	 November 2003- Depot Facility Review- Depot Condition Assessment- Final Report 
• 	 May 2004- Depot Facility Review- Summary Report 
• 	 July 2007- Updated Depot Facility Review 
• 	 August 2008 - Comparison of Proposed Options 
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);> 	 Since November 2006, the following reports were provided to Council on the Operations 
Centre: 

• 	 April 2007 - CS-07-75- Motion to recommend that Council hold an Education and Training 
Session on the Consolidated Depot 

• 	 May 2007 - Education and Training Session on the Consolidated Depot 
• 	 July 2007- CS-07-155- Report to submit the "Depot Facility Review Updated Summary 

Report" dated June 29, 2007 and to recommend proceeding with the next steps to advance 
a Consolidated Depot 

• 	 July 2007- CS-07-156- Confidential Report 
• 	 Oct 2007 - CS-07 -203 - Report on the proposed opportunity statement for the class 

environmental assessment on the depot 
• 	 September 2008 - CS-08-96 - Report to update Council on Phase 2 of the depot 


environmental assessment 

• 	 February 2009 - CS-09-24 - Report to update Council on the City Operations and 


Environmental Services Centre EA 

• 	 February 2009 CS-09-24 - Appendix A - Confidential Report 
• 	 April 2009 - CS-09-38 - Report to update Council on 2nd Public Information Centre and 

request additional funds for remaining environmental and servicing work 
• 	 June 2009 - CS-09-62 - Report to address referral to staff of CS-09-38 and an 


amendment regarding further consideration of Site G 

• 	 June 2009 - CS-09-99 - Confidential Report 

5.5 Analysis 

5.5. 1 Rationale for Change 

);> 	 Various studies completed by Giffels between 2004 and 2008 identified significant concerns 
with the City's operations depots including inefficiencies related to their design, deteriorating 
condition and capacity restrictions. They also indicated that significant maintenance work must 
be carried out to bring these facilities into reasonable condition for ongoing operations. 

• 	 All of the facilities need upgrades in terms of handicap accessibility in order to meet 

legislation requirements. 


• 	 Most of the depots have safety conditions that would be significantly improved in a new 
facility. 

• 	 All but the North Depot are too small to carry out the functions required now or in the 
future. 

• 	 All of the facilities are imposing inefficiencies that are adding to current operating costs. 
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~ 	 The Giffels' studies also indicated that there is an urgency to take action on items that include 
fire safety, environmental safety, electrical safety, and deteriorated overhead structural 
elements. Furthermore, issues identified in previous condition audits that have been deferred 
are now being repaired to keep the depots operational. This is resulting in significant throw
away costs that will continue for the next 4-5 years. These studies also found that essential 
and emergency services could not be adequately provided in the event of a power failure such 
as the blackout of August 2003. 

~ 	 Giffels indicated that urgent action is also needed because: 

• 	 The Parks Farewell office space has exceeded its design capacity and is unable to 

accommodate present and future needs. 


• 	 The Wilson Road Waste Services depot is currently undersized and cannot hous.e all of the 
waste trucks on the premises. The current spillover is being accommodated at the Ritson 
Yard. Future growth will continue to exacerbate this problem. 

• 	 The Cowan Barn sustained fire damage in 2003, exacerbating the shortage of materials 
storage space. Materials from this location are now stored in already overcrowded facilities 
at City Hall and at Parks Farewell. 

• 	 The handling of road salt at Ritson Road Depot is out-of-step with environmental best 
practices. 

• 	 The Region of Durham has suggested that 170 lane kilometers of regional roads be 
transferred to the City. This will place an additional burden on the already overloaded 
Public Works facilities at Ritson Road. 

• 	 The Conant Depot has been sold to the Separate School Board and must be vacated by 
the end of 2011. 

All of the above information was included in the opportunity statement for the environmental 
assessment which Council endorsed in October 2007. 

5.5.2 Options 

~ 	 In September 2008, Council authorized staff to proceed with Phase 3 of the environmental 
assessment process for a partial consolidation of existing facilities which was recommended by 
Giffels in their August 21, 2008 report entitled "Comparison of Proposed Options." 

~ 	 If Council wishes, it can reconsider this direction and examine all of the options outlined below. 

~ 	 Alternatively, Council can limit its choices to Options A and B which outline two different 
approaches to the partial consolidation of existing facilities. 

Option A- Build a partially consolidated expanded facility to address growth; 

Option B- Build a partially consolidated facility with contracting out to address growth; 

Option C - Build a fully consolidated facility with expansion to meet future growth; 

Option D - Repair the existing facilities; and 

Option E - Purchase land and build later. 
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OPTION A- PARTIALLY CONSOLIDATED EXPANDED FACILITY TO ADDRESS GROWTH 

);;- In August 2008, Giffels recommended a partially consolidated expanded depot with one or two 
satellites since this option allows for business continuity and provides for lower capital and 
operating costs than a fully consolidated depot. 

);- This option would address future growth by increasing the size of the new facilities 
immediately. Depending on their location, it would also allow the City to realize up to $800K of 
operational savings (up to $200K less for a site that is not centrally located). 

);;- While several options are possible, locating a new facility in the north end of the City while 
retaining a satellite at Farewell Street would reduce the overall size of the facility and site 
required. 

);;- The disadvantage of this option is that the City would have to incur maintenance and renewal 
costs for the Farewell depot. Short-term maintenance costs for this depot are approximately 
$1 million. Renewal costs over the next 10 years would be approximately $3 million. 

);;- This option addresses the environmental, health and safety risks at the Ritson depot. 

);;- An advantage of this option is that the growth component of the depot could be funded by 
development charges. An expanded facility would also meet a number of the eligibility criteria 
for the Building Canada Program. 

OPTION 8- PARTIALLY CONSOLIDATED FACILITY WITH CONTRACTING OUT TO ADDRESS GROWTH 

);;- This option would entail building a partially consolidated facility that meets existing service 
requirements but does not provide for future growth. 

);;- As the City grows, additional service demands would be met by contracting new service 
demands for winter maintenance and waste collection. Additional fleet maintenance functions 
could also be contracted out or provided by using more than one shift of staff. 

);;- Analyses completed during recent program reviews indicated that the costs for outsourced 
winter maintenance and waste collection services were not significantly different than the 
operating costs for in-house services provided from the existing facilities. 

);;- Depending on the location of the new Operations Centre, operational savings for this option 
would be approximately $300K to $400K (more for a centrally located site). 

);;- Capital costs and land acquisition costs could be reduced if the new facility was located in the 
south and both the Howden depot and the Farewell depot were retained. Capital costs would 
be lower than those for Option A if this approach were taken. 

);;- A disadvantage of this option is that development charges could not be used to fund the costs. 
The new facility would also not readily meet the eligibility criteria for the Building Canada 
Program since it includes a capacity building component. 
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);- Another disadvantage of this option is that the City would have to incur maintenance and 
renewal costs for both the Farewell and Howden depots. Short-term maintenance costs for 
these depots are approximately $1.3 million. Renewal costs over the next 10 years would be 
approximately $3.5 million. 

);- This option addresses the environmental, health and safety risks at the Ritson depot. 

);- A variation of this option would be to expand the Howden depot at a later point in time. 

OPTION C- FULLY CONSOLIDATED FACILITY WITH EXPANSION TO MEET FUTURE GROWTH 

);- Giffels recommended this option in 2007, but subsequently acknowledged that having all 
operational staff at one location could present business continuity risks during emergencies. 

);- This option addresses the environmental, health and safety risks at the Ritson depot. 

);- An advantage of this option is that the growth component of the new facility could be funded by 
development charges. An expanded facility would also better fit the eligibility criteria for the 
Building Canada Program. 

);- This option was not recommended by Giffels in 2008. A partially consolidated depot with one 
or two satellite operations was seen to be the best solution for best service delivery at lowest 
operational cost with a potentially lower capital cost. 

);- Given the increasing financial pressures faced by the City, this option is not recommended. 

OPTION D- REPAIR THE EXISTING FACILITIES 

);- At the request of Council, this option was recently examined by staff. 

);- Report CS-09-62 indicated that $3.3 million of deficiencies were present at the depots located 
at Ritson, Farewell and Howden. Renewal costs of approximately $9.5 million would also be 
required at these sites over the next 20 years. Further analysis indicated that $4.7 million 
would be required over the next 10 years. 

);- Correcting these deficiencies would still not address the design, environmental and health and 
safety issues at the Ritson depot. 

);- This option also does not address the need to find a new location for traffic operations by 
January 2012 or the ongoing costs for leasing a storage facility for waste vehicles. 

);- Given the limitations of this option, it is not recommended. 

OPTION E- PURCHASE LAND AND BUILD LATER 

);- This option has not been formally examined by staff, but has merit. Buying land that is well
suited for future development would allow the City to continue to move forward with 
replacement plans when funding becomes available. 
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).- The disadvantage of this option is that the City must find another short-term solution for its 
traffic facility and must continue to lease a storage facility for its waste trucks. It also means 
that the City will have to continue to operate an inefficient, undersized facility at Ritson Road 
with its inherent health and safety and environmental risks. Strategies to effectively mitigate 
these risks would need to be developed if this option is adopted by Council. 

).- This option may be viable in conjunction with alternative funding strategies if the City wants to 
proceed with the Operations Depot but cannot fund the project on its own and/or is not eligible 
for funding under the Building Canada Program. 

).- Depending on the location of the land, this option may include expanding the Howden depot at 
a future point in time. 

5.5.2 Environmental Assessment Process 

).- To-date, the environmental assessment process has provided the following outcomes for 
Council: 

a) Opportunity statement (rationale for change) 

b) Site selection criteria 

c) Potential sites 

d) Public Information Centres to obtain community feedback on potential sites 


).- Council has been uncomfortable with the site selection process and recently directed that a 
conceptual site plan for Option G be prepared. In light of the availability of another viable site 
becoming available, Council also directed that staff be authorized to include the re-evaluation 
of the entire site at 1455/1565 Thornton Road North. 

).- Council's lack of comfort with the site evaluation process appears to stem from the evaluation 
criteria and screening requirements used by staff: These criteria include the following items 
and weights: 

1. Operational requirements - 28% 
2. Site Size- 10% 
3. Land planning - 39% 
4. Cost- 23% 

).- Using the above criteria and weights led to development of the following screening 
requirements: 

a) The site should be in an industrial location, away from residential land because of the noise 
created by operations and equipment; 

b) The site must have good access; 
c) The site should be a minimum of 35 acres; 
d) Consider a site where the construction of a City Operations and Environmental Services 

Centre would improve the current use of the land or revitalize sterilized land in the best 
interest of the City; 

e) The site should not conflict with planning initiatives or land use designations that are 
currently being considered; and 

f) Minimizes impact on existing viable businesses. 
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? 	 In recent discussions, Council has placed much greater significance on the cost of the 
proposed depot than staff. Given that the City is no longer pursuing a fully consolidated 
facility, Council has also questioned the appropriateness of retaining the site size criterion of 
35 acres in the evaluation process. To address Council's concerns, it is recommended that 
this criterion be reduced and that the weights for the evaluation criteria be revised as follows: 

1. 	 Operational requirements - 28% 
2. 	 Site Size - 8% 
3. 	 Land planning - 28% 
4. 	 Cost-36% 

? 	 The effect of these revisions will be to place greater emphasis on smaller sites such as Site G 
which includes the existing Ritson depot and 6 acres to the immediate south. 

? 	 Revisiting Site G is unlikely to be fruitful, however, unless adjacent parcels of land can be 
purchased economically for employee parking and/or equipment storage. 

5.5.3 Financial Constraints 

? 	 The Corporate Strategic Financial Direction Update in November 2008 identified a number of 
financial pressures within the City that required short-term measures to maintain a balanced 
budget. This update did not, however, include an analysis of the City's long-term obligations. 

? 	 Since that time, the City has taken on a number of additional financial commitments: 

• 	 The costs for the City Hall Revitalization project have increased by over $4 million; 
• 	 The City's costs for the Courthouse have increased by $9 million; 
• 	 The City's share for the recently approved Civic Fields project is $6 million; 
• 	 The Federal Government has announced funding for the Oshawa Harbour. It is unclear 

how much the City may have to contribute to the waterfront going forward; and 
• 	 The City recently received approval for several projects under the Recreational 

Infrastructure Canada (RinG) Program and the Ontario Recreation Program. The City's 
share of the capital costs for these projects is approximately one third. 

• 	 The City may receive approval for additional projects under the Community Adjustment 
Fund program. The City's share of approved projects would be 50 percent. 

? 	 Collectively, these commitments will impose significant constraints on the City's ability to 
finance a new Operations Centre. They also come at a time when the Canadian economy is in 
recession and the local economy has been damaged by the recent closing of the GM truck 
plant. 

? 	 Council may choose to defer major investment decisions until the next update of the Strategic 
Financial Plan (SFP) which is scheduled for this fall. Thereafter, Council can consider a range 
of funding strategies relative to the City's existing and anticipated financial commitments which 
will be addressed in the SFP update. 
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5.5.4 Other Funding Considerations 

);> 	 The City can still apply for funding for the Operations Centre under the federal-provincial 
Building Canada Program which provides two-thirds of the funding for approved projects. 
Several criteria must be met for this program. For now, projects must be at least $30 million to 
qualify. There is some uncertainty as to whether the Operations Centre would qualify for 
funding under this program. 

);> 	 The Operations Centre may also be eligible for funding under Alternative Financing and 
Procurement or P3 Funding programs. These approaches may alleviate the need for the City 
to finance construction costs but would lead to higher operational costs. 

5.5.5 Next Steps 

);> 	 Council needs to proceed with the following steps in order to arrive at a solution: 

a) Endorse one of the strategies for a partially consolidated depot; 
b) Direct staff to revise the evaluation criteria and weights for potential sites to place greater 

emphasis on cost and to screen the potential sites again; 
c) Direct staff to complete the environmental assessment process for preferred sites that are 

endorsed by Council; and 
d) Direct staff to report back on options for financing construction of new facilities following 

the fall update of the Strategic Financial Plan. 

6.0 FINANCIAL IMPLICATIONS 

);> 	 If Council opts to continue with plans for replacement of some of the existing operational 
facilities, additional costs will be incurred for the completion of environmental assessments. 
These costs are estimated to be $75,000 for each additional site not already evaluated. 

7.0 RESPONSE TO THE COMMUNITY STRATEGIC PLAN 

);> 	 The Office of the Auditor General is responsible for evaluating the effectiveness of risk 
management, control and governance processes by carrying out audits or reviews of all 
programs, activities, functions of all City departments, agencies, boards and commissions as 
well as the offices of the Mayor ·and members of Council. 

);> 	 Completion of audits and reviews help Council to take action and ensure accountability which 
is identified as Goal C3 in. the Community Strategic Plan. 

Ron Foster 
Auditor General 
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Attachment 2 

To: 	 Item: Date of Report:Council in Committee of the Whole 
AG-11-13 November 3, 2011 

From: 	 File: Date of Meeting:Ron Foster 
C-1000 November 7, 2011Auditor General 

Subject: 
Corporate Risk Management Policy and Process PUBLIC REPORT 

1.0 PURPOSE 

This report replaces report AG-11-09 which was tabled by Council to allow input from 
members of CounciL Report AG-11-13 proposes a corporate risk management policy and 
process for Council's endorsement and provides a status report on the City's risk 
management initiatives. 

2.0 RECOMMENDATION 

It is recommended to City Council that: 

1. 	 AG-11-09 be received for information and replaced with AG-11-13 dated Nov 3, 2011, and 

2. 	 The corporate risk management policy and process as well as the status report on the 
City's risk management initiatives outlined within AG-11-13 be endorsed by Council. 

3.0 EXECUTIVE SUMMARY 

);;> 	 Effective risk management is required for good corporate governance, financial 
stewardship and performance management. To manage risks effectively requires a formal 
policy, common language, standard processes, a clear delineation of responsibilities for 
risk management, and the endorsement of senior management and relevant boards or 
governing bodies. 

);;> 	 Senior staff and the Auditor General have developed a risk management policy and 
process to ensure that significant risks are identified, assessed, mitigated, monitored and 
reported effectively. Staff has also developed a multi-phased initiative to review and 
update risk management practices within the City to incorporate best practices within the 
public sector. 
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4.0 INPUT FROM OTHER SOURCES 

~ 	 In preparing this revised report, input was obtained from: 
o 	 Members of Council, 
o 	 The City Manager, 
o 	 The Commissioners 
o 	 The City Solicitor 
o 	 Other Canadian municipalities, and 
o 	 Best practice literature. 

5.0 ANALYSIS 

5.1 Background 

~ 	Risk management practices have evolved in recent years becoming more formalized 
within both private and public sector organizations. The maturity of risk management 
practices varies from one organization to the next and is often driven by external events 
such as accidents or lawsuits. 

~ 	The federal and provincial governments and a number of large municipalities have 
implemented enterprise or integrated risk management frameworks to identify, assess and 
manage significant risks. While these frameworks are informative, they are not always 
helpful as they are onerous to establish and maintain. 

~ 	Risk management practices within the City have traditionally been assigned by function. 
The Commissioner of Corporate SeNices manages financial risks; the Commissioner of 
Community SeNices manages operational risks; the Commissioner of Development 
SeNices manages development risks; the City Solicitor manages legal risks. In 
conjunction with the Commissioners, the City Manager coordinates the development of 
strategies to mitigate these risks as well as strategic risks that are faced by the 
corporation. The City Manager also manages reputational risks in concert with the 
Commissioners, the Mayor and Council. 

~ 	Senior staff recognize that a number of limitations exist within the present approach to risk 
management within the City and requested the assistance of the Auditor General to 
identify better risk management practices that could be implemented and maintained to 
improve corporate governance, financial stewardship and performance management. 
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5.2 Best Practices 

~ 	Research and a recent survey of Canadian municipalities identified the following 
characteristics of effective risk management: 

o 	 Strong support by senior management and relevant boards or governing bodies; 
o 	 Establishment of a formal policy, processes and common language; 
o 	 Engagement of all levels of management in risk management; 
o 	 Clarification of responsibilities for risk management; 
o 	 Integration with other management processes; 
o 	 Phased implementation of risk management; and 
o 	 Periodic reports to Council on risk exposures, the effectiveness Gf controls in place 

to mitigate them and any gaps that need to be addressed. 

5.3 Proposed Corporate Risk Management Policy 

~ 	Implementation of a corporate risk management policy will embed a systematic approach 
to identify, assess, mitigate/manage, monitor and report on risks that impact the City's 
ability to achieve its objectives. 

~ 	The corporate risk management policy at Attachment 1 includes the following elements: 

o 	 Purpose; 
o 	 Applicability; 
o 	 Principles; 
o 	 Definitions; and 
o 	 Responsibility. 

5.4 Proposed Corporate Risk Management Process 

~ 	The purpose of formalizing and standardizing risk management processes is to optimize 
risk management within the City. 

~ 	The recommended corporate risk management process and implementation procedure 
that are outlined within Attachment 2 and 3 incorporate the following steps: 

1. 	 Establish service delivery context; 
2. 	 Identify service delivery risks; 
3. 	 Assess inherent risks; 
4. 	 Assess residual risks; 
5. 	 Address significant risks; 
6. 	 Monitor and report on significant risks and risk management strategies 

internally; and 
7. 	 Report on significant risks and risk management process externally. 
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5.5 Risk Management Initiatives 

);;> The following risk management initiatives have been identified for completion: 

Risk Management Initiative Scope of Initiative Target for 
Completion 

Communication of policy and Circulation of policy and process i Q4 2011 
process to Council and staff 
Training in new policy and Training of Commissioners and 
process to senior staff Directors within each department 

I Phase 1 - Higher risk areas Q4 2011 
l 
: 

Phase 2 - Lower risk areas 04 2012 

Integration of risk management I Inclusion of risk m·anagement within i Q4 2011 

with strategic planning processes I 

l 

strategic planning processes 

Review of change management Revision of Committee and Council Q4 2011 


reporting templates to identify 
significant risks 

l 

. Review of issue management Formalization of issue management : Q4 2011 
process 

Feedback to Council on risk Status report to Council from AG on 01 Annually 
management effectiveness of processes 

Status reports from Corporate Semi-annual 
Leadership Team to Council on 
significant risks 

Review of project risk Major capital projects 04 2011 

management including updated 

policy for project charter and Moderate-sized capital and operating 01 2012 


1 business case ! projects 

Training of staff in risk Risk management training for 

management procedures managers, supervisors, coordinators 


& lead hands. Awareness training for 
others. Q4 2011 
Phase 1 - Higher risk areas 04 2012 
Phase 2 - Lower risk areas 

Review of insurance claims I Analysis of costs and root causes 02 2012 
1 
1 management i 

i Review of Workers Safety Analysis of costs and root causes Q3 2012 

I Insurance Board claims mgmt 


Integration of risk management Inclusion of formal risk management 

with branch work plans strategies into branch work plans 


Phase 1 - Higher risk areas Q1 2012 

, Phase 2 - Lower risk areas Q1 2013 

: Review of disaster recovery I Best practice review and development Q2 2013 
I planning ' of priorities, plans and procedures 

1 

' 
Review of emergency Best practice review and update of Q2 2013 

management procedures plans and procedures 


: 

I 
I 

I 

I 

I 
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6.0 FINANCIAL IMPLICATIONS 

);.- Establishing a corporate risk management policy and formalizing and standardizing risk 
management processes will bolster the quality of stewardship over public funds. 

7.0 RESPONSE TO THE COMMUNITY STRATEGIC PLAN 

);.- Establishing a corporate risk management policy and process will assist Council in holding 
itself and its administrators accountable for the quality of stewardship over public funds. 
Taking action and ensuring accountability is one of the objectives contained within the 
Community Strategic Plan. 

Ron Foster 
Auditor General 

Attachments 



Supplementary to AG-13-09 
Attachment 2

Corporate Risk Management Policy 

PURPOSE 

• To embed a systematic approach to identify, assess, mitigate/manage, monitor and 
report on risks that impact the City's ability to achieve its objectives. 

APPLICABILITY 

• This policy applies to all members of staff and Council 

PRINCIPLES OF RISK MANAGEMENT 

• Risk management is an essential component of good governance. 
• Good decisions are made when supported by a systematic approach to risk 

management. 
• Risk management should be integrated into strategic and business planning as 

well as informed decision-making in the day to-day management of activities. 
• Risk management should be consistently applied to the development and 

implementation of policy, programs, plans and future directions 
The integration of risk management within the City should be supported by 
corporate values that encourage everyone to identify and manage risks proactively 
and to communicate openly about risk. Significant risks should be disclosed when 
reporting to management, Council or Standing Committees. 

• Risk management is an ongoing, iterative process and risk and 
mitigation/management strategies should be re-assessed at regular intervals. 

DEFINITIONS 

• Managers- includes the City Manager, Commissioners, directors, managers 
• Risk- an event that impacts the achievement of objectives and deals with the 

uncertainty of events. It is measured in terms of impact and likelihood. 
Inherent risk - the risk that exists without consideration tof he controls that are 
put in place to mitigate the risk. 

• Residual risk - the risk that remains after taking into account the effects of 
controls that are put in place to mitigate/manage the risk. 

• Risk management - the process of identifying, assessing, mitigating/managing, 
monitoring and reporting on risks. 

• Resource risks are associated with human resources, physical assets, financial and 
infmmation resources. 

• Context risks are associated with the external environment, regulatory 
environment, organization culture and internal business processes. 

Item: AG-13-02 
Attachment 1 



Supplementary to AG-13-09 
Attachment 2
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Mission, Mandate, Duties and Powers of the Auditor General 

(i) Mission 

'To be recognized as a leading audit organization, respected by our clients and 
peers for excellence, innovation and integrity, in supporting the City of Oshawa to 
become a first class organization.' 

The audit process is an independent, objective assurance activity designed to add 
value and improve an organization's operations. The audit process assists an 
organization to accomplish its objectives by bringing a systematic, disciplined 
approach to evaluate and improve the effectiveness of risk management, control 
and governance processes. 

In carrying out its audit activities, the Auditor General's Office is independent of 
management and individual members of Council and has the authority to conduct 
financial, operational, compliance, information systems, forensic and other special 
reviews. of all City departments, local boards, municipally-controlled corporations 
and grant recipients. 

(ii) Mandate 

The mandate for the Auditor General's Office was approved by Council and 
empowers the Auditor General to assist 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 City operations. It establishes that the 
Auditor General shall be responsible for evaluating the effectiveness of risk 
management, control and governance processes by carrying out financial 
(excluding attest), compliance and performance audits or reviews of all programs, 
activities, functions of all City departments, local boards, municipally-controlled 
corporations and grant recipients, and the offices of the Mayor and members of 
Council. 

The Auditor General's Office effects its mandate by developing and carrying out a 
work plan which identifies and ranks projects to be completed based on a number 
of risk factors. In addition, it responds to requests from City Council, subject to 
the request being approved by a 2/3 majority resolution of Council. 
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(iii) 	 Duties 

As approved by City Council, the Auditor General is empowered: 

a. 	 To conduct, or cause to be conducted, audits on behalf of City Council in· 
the areas of compliance, financial (excluding attest), program or value-for
money, information technology infrastructure, environment, and 
sustainability; and other audits or reviews as appropriate to address 
matters of importance to the Corporation; 

b. 	 To undertake forensic investigations including suspected fraudulent 
activities; 

c. 	 To liaise and consult with external auditor(s) if required performing 
financial statement/attest audits; 

d. 	 To examine problems and carry out special assignments identified and 
recommended by Council, and further approved by 2/3 majority resolution 
of Council; 

e. 	 To provide assurance that the information technology infrastructure 
contains adequate controls and security by ensuring the existence of such 
controls in existing systems, assessing overall computer security including 
business continuity (emergency) planning. 

(ii) 	 Powers 

a. 	 The Auditor General shall have access to any records necessary to 
complete audit work. 

b. 	 Staff of those organizations within the Auditor General's scope have a 
duty to co-operate with the Auditor General and to not obstruct audit 
activities. 

c. 	 Such powers as are from time to time prescribed by provincial statute or 
regulation. 
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MODEL AUDIT COMMITTEE CHARTER 

PURPOSE 

To assist the board of directors in fulfilling its oversight responsibilities for the financial 
reporting process, the system of internal control, the audit process, and the organization's 
process for monitoring compliance with laws and regulations and the code of conduct. 

AUTHORITY 

The audit committee has authority to conduct or authorize investigations into any matters 
within its scope of responsibility. It is empowered to: 

• 	 Appoint, compensate, and oversee the work of any registered public accounting 
firm employed by the organization. 

• 	 Resolve any disagreements between management and the auditor regarding 
financial reporting. 

• 	 Pre-approve all audit and nonaudit services. 
• 	 Retain independent counsel, accountants, or others to advise the committee or 

assist in the conduct of an investigation. 
• 	 Seek any information it requires from employees - all of whom are directed to 

cooperate with the committee's requests- or external parties. 
• 	 Meet with the organization's officers, external auditors, or outside counsel as 

necessary. 

COMPOSITION 

The audit committee will consist of at least three, and no more than six, members of the board 
of directors. The board or its nominating committee will appoint committee members and the 
committee chair. 

Each audit committee member will be both independent and financially literate. At least one 
member shall be designated as the "financial expert," as defined by applicable legislation and 
regulation. 

MEETINGS 

The audit committee will meet at least four times a year, with authority to convene additional 
meetings as circumstances require. All audit committee members are expected to attend each 
meeting in person or via teleconference or videoconference. The audit committee will invite 
members of management, auditors, or others to attend meetings and provide pertinent 
information as necessary. It will hold private meetings with auditors (see below) and executive 
sessions. Meeting agendas will be prepared and provided in advance to members, along with 
appropriate briefing materials. Minutes will be prepared. 



877 

RESPONSIBILITIES 

The committee will carry out the following responsibilities: 

Financial Statements 

• 	 Review significant accounting and reporting issues, including complex or unusual 
transactions and highly judgmental areas, and recent professional and regulatory 
pronouncements, and understand their impact on the financial statements. 

• 	 Review with management and the external auditors the results of the audit, 
including any difficulties encountered. 

• 	 Review the annual financial statements and consider whether they are complete, 
consistent with information known to committee members, and reflect appropriate 
accounting principles. 

• 	 Review other sections of the annual report and related regulatory filings before 
release and consider the accuracy and completeness of the information. 

• 	 Review with management and the external auditors all matters required to be 
communicated to the audit committee under generally accepted auditing 
standards. 

• 	 Understand how management develops interim financial information, and the 
nature and extent of internal and external auditor involvement. 

• 	 Review interim financial reports with management and the external auditors 
before filing with regulators, and consider whether they are complete and 
consistent with the information known to audit committee members. 

Internal Control 

• 	 Consider the effectiveness of the organization's internal control system, including 
information technology security and control. 

• 	 Understand the scope of internal and external auditors' review of internal control 
over financial reporting, and obtain reports on significant findings and 
recommendations, together with management's responses. 

Internal Audit 

• 	 Review with management and the chief audit executive (CAE) the charter, 
activities, staffing, and organizational structure of the internal audit function. 

• 	 Have final authority to review and approve the annual audit plan and all major 
changes to the plan. 

• 	 Ensure there are no unjustified restrictions or limitations, and review and concur 
in the appointment, replacement, or dismissal of the CAE 

• 	 At least once per year, review the performance of the CAE and concur with the 
annual compensation and salary adjustment. 

• 	 Review the effectiveness of the internal audit function, including compliance with 
The Institute of Internal Auditors' International Standards for the Professional 
Practice of Internal Auditing. 

• 	 On a regular basis, meet separately with the CAE to discuss any matters that the 
committee or internal auditing believes should be discussed privately. 
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External Audit 

• 	 Review the external auditors' proposed audit scope and approach, including 
coordination of audit effort with internal auditing. 

• 	 Review the performance of the external auditors and exercise final approval on 
their appointment or discharge. 

• 	 Review and confirm the independence of the external auditors by obtaining 
statements from the auditors on relationships between the auditors and the 
organization, including nonaudit services, and discussing the relationships with 
the auditors. 

• 	 On a regular basis, meet separately with the external auditors to discuss any 
matters that the committee or auditors believe should be discussed privately. 

Compliance 

• · Review the effectiveness of the system for monitoring compliance with laws and 
regulations and the results of management's investigation and follow-up 
(including disciplinary action) of any instances of noncompliance. 

• 	 Review the findings of any examinations by regulatory agencies and any auditor 
observations. 

• 	 Review the process for communicating the code of conduct to the organization's 
personnel and for monitoring compliance therewith. 

• 	 Obtain regular updates from management and the organization's legal counsel 
regarding compliance matters. 

Reporting 

• 	 Regularly report to the board of directors about committee activities, issues, and 
related recommendations. 

• 	 Provide an open avenue of communication among internal auditing, the external 
auditors, and the board of directors. 

• 	 Report annually to the shareholders, describing the audit committee's 
composition, responsibilities and how they were discharged, and any other 
information required by rule, including approval of non-audit services. 

• 	 Review any other reports the organization issues that relate to the audit 
committee responsibilities. 

Other Responsibilities 

• 	 Perform other activities related to this charter as requested by the board of 
directors. 

• 	 Institute and oversee special investigations as needed. 
• 	 Review and assess the adequacy of the audit committee charter annually, 

requesting board approval for proposed changes, and ensure appropriate 
disclosure as may be required by law or regulation. 

• 	 Confirm annually that all responsibilities outlined in this charter have been carried 
out. 

• 	 Evaluate the audit committee's and individual members' performance on a 
regular basis. 
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Board Chair 

Audit Committee Chair 

Dated 
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Audit S b..Comm -City of Ottawa AG~13~09 

Attachment 48 

Members 

Chair: Vice Chair: 	 Ex officio: 

Councillor Rick Councillor Allan Hubley 	 Councillor Rainer Bloess, Mayor Jim Watson 
Chiarelli 	 Councillor Steve Desroches, 

Councillor Keith Egli, Councillor 
Eli EI-Chantiry, Councillor 
Marianne Wilkinson 

Mandate 

The Audit Sub-Committee is a sub-committee of the Finance and Economic Development Committee and 
its mandate is to oversee all audit matters and receive the annual and ad hoc reports from the City's 

Auditor General. The Sub-Committee is responsible for both the external audit process as well as matters 
relating to the Office of the Auditor General. 

Membership 

Membership of the Audit Sub-Committee shall consist of Members of City Council and approved by City 
Council. The Audit Sub-Committee will appoint its Chair at the beginning of each term of Council, or on an 
as required basis. The Mayor shall be an ex officio member of the Sub-Committee. 

[top l 

responsibilities 

The Audit Sub-Committee shall: 

1. 	 Be primarily responsible to the Finance and Economic Development Committee for those 
applicable items emanating from: 

a. 	 the Auditor General's Office; 
b. 	 the Finance Department (on matters relating to the City's external audit process); and, 
c. 	 all other Departments/Branches in the City of Ottawa having to do with matters pertaining 

to the responsibilities of the Sub-Committee. 

2. 	 Act as a liaison between the Office of the Auditor General and City Council to ensure regular and 
effective communication. 

[top] 

Specific 
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Administration and General Policy 

1. 	 Recommend a selection committee to interview candidates for the position of City Auditor 
General. 

2. 	 Confirm and assure the independence of the City's Auditor General and the external auditor, 
including a review, if requested, of all additional audit, management consulting and other fees of 
the external auditor. 

Audit Plan and Annual Report 

3. 	 Review and recommend to the Finance and Economic Development Committee and Council, the 
annual Audit Plan submitted by the Auditor General and any subsequent adjustments from the 
Office of the Auditor GeneraL 

4. 	 Following Notice to City Council, table the Annual Report of the Office of the Auditor General and 
refer the Annual Report to the appropriate Standing Committee(s). 

5. 	 Receive and resolve any audit recommendations where management does not agree as directed 
by Council. 

6. 	 Ensure that any policy recommendations coming out of an audit are referred to the appropriate 
Standing Committee. 

7. 	 Monitor the performance of the Office of the Auditor General in carrying out its approved Audit 
Plan and provide input to the Finance and Economic Development Committee with regards. 

8. 	 Consider and recommend to Committee and Council a process for a Quality Assessment Review 
of the Office of the Auditor General. 

9. 	 Conduct a performance appraisal for the Auditor General and make recommendations to the 
Finance and Economic Development Committee and Council as appropriate. 

10. 	Review reports from the Office of the Auditor General on status and implementation of audit 
recommendations for which management action has been directed. 

11. 	Receive reports and additional background information on changed or disputed audit 
recommendations, and direct staff on next steps or make recommendations to Council on 
potential resolutions. 

External Audit 

12. Recommend the appointment of the external auditor and the audit fees to Council, as required. 
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13. Recommend the appointment of an external auditor to conduct an annual financial audit of the 

Officer of the Auditor 

14, Receive and review the Annual Financial Statements with management and the external auditors 
and ensure Councilreceives an information 

15. 	Review any other matters brought to the Committee's attention by the external and 
determine the appropriate disposition. 

16. 	Review any changes in accounting principles and practices followed by the municipality. 

17. 	Discuss with the external auditor the annual evaluation the internal control systems and 
recommendations for improvements. 

Ail dealings will comply with By-Law No. 2009-323, a by-law of the City of Ottawa to 
establish the position and duties of the Auditor General of the City of Ottawa and the Corporate on 
Fraud and Other Similar Activities. 

By-law No. 2006-462, a by-law of the City of Ottawa to govern the proceedings of the Council and its 
shall govern the Audit Sub-Committee meetings and committee administration. 

The Audit Sub-Committee shall meet at the call of its Chair in accordance with the notice provision of 
above-noted Procedure By-law. AI! Members of Council will receive meeting notices, agendas and 
meeting documentation for this Committee. All Members of Council, and/ or their office staff, and the 
public are permitted to attend meetings of the Committee. 

A by the Audit Sub-Committee shall be forwarded to the Finance and Economic Development 
Committee and Council for consideration. 



Revised Multi-Year Audit Plan Item: AG-13-09 Attachment 5 
Risk ** Length of Audit in Weeks 

PROGRAM/CATEGORY *Rating 2013 2014 2015 2016 2017 2018 2019 
A. Corporate Audits 
Mayor & Council 29 1 1 1 1 1 1 1 
City Manager's De~t 
City Manager's Office 30 
HR 8 8 4 
Leg & Regulatory 
Mun Law Enforcement & Licensing 2 4 4 
City Clerk's Office 23 4 
Legal Services 24 4 
Cor~orate Services 
Fire Services 3 2 4 4 
Finance Services 21 4 
Communications 25 2 
IT Services 4 4 4 4 4 2 2 
Taxation, Printing, Purchasing 26 6 4 
Facilities Management 1 4 4 
Community Services 
Strategic & Business Services 27 4 
Works & Transp 9 8 4 4 4 
Parks Services 11 4 4 
Waste Collection 5 4 4 
Recreation & Culture 15 4 
Parking 16 4 
Partnerships 22 4 
Develo~ment Services 
Admin 34 
Building Services 18 4 4 
Planning Services 19 4 
Economic Development 20 4 4 
Airport 14 2 1 2 1 1 2 1 
Engineering Services 6 8 4 
Environmental Policy 28 4 
External Entities 
Oshawa Public Utilities Commission 12 1 1 
Oshawa Sr Citizens Centre 7 1 1 1 
Oshawa Public Library 13 2 1 
The Parkwood Foundation 32 
Oshawa Historical Society 33 
Robt Mclaughlin Art Gallery 31 
Total Corporate Audits 30 31 31 31 27 24 21 



** Length of Audit in Weeks 

PROGRAM/CATEGORY 	 2013 2014 2015 2016 2017 2018 2018 
B. Project Reviews 
Infrastructure projects 	 1 2 2 1 2 1 1 

1 2 2 1 2 1 1 
C. Business Process Reviews 
Strategic Plan 2 
Financial Plan/Budget 2 2 2 2 2 2 2 
Risk Management Program 8 6 4 3 2 2 2 
Cash Handling 2 2 2 2 2 2 2 
Contract Management 2 2 2 2 2 2 2 
GM Centre 2 2 2 2 2 2 2 
External Auditor Coordination 1 1 1 1 1 1 1 
Com & Council Mtgs & Reports 4 4 4 4 4 4 4 
Core Services Review 8 4 
Continuous Improvement*** 2 2 2 2 2 2 1 
Total Process Reviews 31 25 21 18 17 17 16 

D. Follow-Up and Status Reports 	 2 2 2 2 2 2 2 
E. Special Requests of Council 	 2 2 2 2 2 2 2 

Total Weeks for Audits & Reviews 	 66 62 58 54 50 46 42 

F. Administration 
Training 1 1 1 1 1 1 1 
Quality Assurance 1 1 1 1 1 1 1 
Stat Holidays 2.8 2.8 2.8 2.8 2.8 2.8 2.8 
Administration 0.2 0.2 0.2 0.2 0.2 0.2 0.2 
Vacation 5 5 5 5 5 5 5 
Total Administration 10 10 10 10 10 10 10 

Total Number of Weeks 76 72 68 64 60 56 52 
Auditor General's Time 52 52 52 52 52 52 52 
Contract Resources Required 24 20 16 12 8 4 0 
Budget Requirement 258000 255000 250000 246000 242000 237000 232000 
Shared Services Reduction 0 40000 40000 41000 42000 43000 44000 
Net Budget Requirement 258000 215000 210000 205000 200000 194000 188000 

* The risks that are shown are ranked by significance. Facilities Management has the highest risks but was reviewed in 2012. 

** The length of audit is influenced by inherent & residual risk factors & by whether it has been subject to prior review or audit. 

*** The Auditor General will provide training in Performance Measurement and Project Management to support the TEAMS and LEADS initiative. 
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Report 
AG-13-09 

Attachment 7 

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

AG-09-07 October 14, 2009 

From: 	 File: Date of Meeting: Ron Foster 
C-1000 October 19, 2009Auditor General 

Subject: 	 Ward(s): ALL 
Audit of Economic Development Services Branch 

Public Repon 

1.0 PURPOSE 

To present a report on the audit of the Economic Development Services Branch. 

2.0 RECOMMENDATION 

It is recommended to City Council: 

That the recommendations contained in Attachment No. 2 of Report AG-09-07 dated October 14, 
2009 regarding the Economic Development Services Branch be referred to the Commissioner of 
Development Services for a report back to the Development Services Committee. 

3.0 EXECUTIVE SUMMARY 

This audit indicated that programs within the Economic Development Services Branch are 
providing value-for-money. Progress has been made in key areas, but opportunities for 
improvement remain. To ensure continuous improvement, management needs to: 

• 	 Survey the public every 4 years to obtain community input on the City's economic priorities; 
• 	 Update the Downtown Action Plan in conjunction with preparation of the implementation 

plan for the Community Adjustment and Sustainability Strategy; 
• 	 Incorporate performance targets into annual business plans; 
• 	 Update processes for the acquisition and disposal of real estate; and 
• 	 Prepare action plans to address concerns identified within recent customer surveys. 

4.0 INPUT FROM OTHER SOURCES 

4.1 Input from Management 

~ City Manager 
~ Commissioner, Development Services 
~ Director, Economic Development Services Branch 
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5.0 ANALYSIS 

5.1 Objectives 

?- The objectives of the audit were to assess the efficiency, effectiveness and economy of 
programs as measured against best practices to identify opportunities for improvement and to 
demonstrate accountability to Council and the community. 

5.2 Scope 

?- This audit examined activities and processes within the Economic Development Services 
Branch focusing on the current year and two previous years. 

5.3 Procedures 

?- The audit included interviews with management, analyses of reports, customer satisfaction 
surveys and benchmarking with other municipalities. A risk-based methodology was employed 
to focus on areas of significance to the public, management and Council. 

5.4 Background 

?- The mission of the Economic Development Services Branch (Branch) is to expand Oshawa's 
economy by promoting its competitive advantages and business opportunities by working with 
business prospects to secure new investment and employment in the City; promoting the City 
as a tourist attraction; and effectively managing the City's real estate portfolio and municipal 
airport. The role of the airport is to serve the City of Oshawa and the Region of Durham as a 
vital component of the transportation infrastructure supporting business and building 
community. 

?- The Branch currently employs a Business Development Manager, Downtown Development 
Officer and Real Estate Manager who report to the Branch Director within the Development 
Services Department. The Contract Manager for the airport also reports to the Branch 
Director. 

?- Excluding the airport, net expenses of the Branch averaged $531 K over the last four years and 
are expected to be approximately $545K in the current year. Total net expenses for the airport 
averaged approximately $394K over the last four years and are expected to be approximately 
$278K in the current year. The airport is managed by T.A.A.S. Limited under a contractual 
agreement that expires on August 31, 2011. Over the last four years, average total expenses 
for the airport were $1.1 million and are expected to be $1.1 million in the current year. 
Attachment No. 1 provides a summary of expenditures and revenues for the Branch as well as 
the airport. 
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5.5 Accomplishments 

> Significant accomplishments from the last three years include: 

• 	 Capable management of the Branch's budget 
• 	 Creation of a Friends Discount program downtown for UOIT and Durham College students 
• 	 Creation of new promotional materials including Restaurant Guide, Gift and Glamour guide, 

Viva ltalia, Business Connections Newsletter, Community Profile, Amazing Facts Brochure, 
Museum Guide 

• 	 Planning and coordination of events 
o 	 Amicus Curiae event for lawyers and property owners 
o 	 Realtor and Developer Breakfast (annual) 
o 	 Economic Outlook Breakfast (annual) 
o 	 Doing Business with Mexico 

• 	 Sheraton Hotel and Conference Centre negotiation and sale of land 
• 	 Regent Theatre RFEOI and negotiation of sale 
• 	 Coordination of Community Improvement Program (2009- 6 applications) 
• 	 Establishment of UOIT Faculty of Education downtown, plus marketing for other downtown 

faculties 
• 	 Finalization of downtown master plan in cooperation with Planning Services 
• 	 Facilitated Genosha CIP request at Region 
• 	 New downtown businesses including Mexico Lindo, Strut, Avanti, Coffee Culture, Country 

Style, 19 on King, lsabellas, Rheana's, Osaka, Bayshore Home Health, etc. 
• 	 Attraction of new investment and business including Hopewell Developments, Pival 

International, Abitibi Power, New Look Metal Fixtures, Durham Children's Aid Society HQ, 
Tirecraft, Smart Centres, Blaisdale Montessori School, Avery Dennison, Continental Tire 

• 	 Sponsored and/or exhibited major events including: 
o 	 Canadian Aviation Expo 
o 	 Society of Industrial and Office Realtors 
o 	 Canadian Brownfields Conference 
o 	 Land and Development Conference 
o 	 Department of Foreign Affairs Global Business Event 

• 	 Partnered/exhibited with Durham Region and GTMA on events including: 
o 	 International Association of Automotive (IAA) 
o 	 Society of Automotive Engineers 
o 	 Corenet 
o 	 Automotive Parts Manufacturers Association 
o 	 Globe (Energy and Environment) 
o 	 Prepare Your Best Bid event 
o 	 Advanced Manufacturing Familiarization Tour 
o 	 Energy Sector Tour 

• 	 Advertised in key site selector, tourism and business publications 
• 	 Redevelopment of the Jubilee Pavilion 
• 	 Led and coordinated City re-branding 
• 	 Led and coordinated the Community Adjustment and Sustainability Strategy 
• 	 Updated available lands and buildings inventory, including transfer toe-space listings 

available on web 
• 	 Business retention and expansion activities 
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• 	 Participated in the UOIT Technology Park initiative 
• 	 Facilitated sale of Acsys lands 
• 	 Coordinated and launched BizPal 
• 	 Facilitated Business Development Bank of Canada and Ministry of Training, Colleges and 

Universities program to benefit local industries 
• 	 Speaking engagements with key groups- Rotary, Real Estate Investment Network, etc. 
• 	 Acquisition of the Foley woodlot 
• 	 Negotiation of land for Habitat for Humanity 
• 	 Malachowski land sale 
• 	 Lakeridge Health redevelopment 
• 	 Acquisition of lands for Fire Hall #6 
• 	 Lease of lands to Telus at Legends Centre 
• 	 Land acquisition for courthouse 
• 	 Coordinated RFEOI for the sale of Stevenson Road lands for residential development 
• 	 Sale of Walter Avenue to Liza Homes 
• 	 Negotiation and/or renewal of leases for numerous City-owned buildings 
• 	 Agreement for Trent University on City-owned lands 
• 	 Oshawa Airport Golf Club lease renewal 
• 	 Airport land sales including Baseline purchase of DAS, Oshawa Airport Hangarminiums, 

Cox Aviation Supplies, Corporate Aircraft Restoration, Rick Robinson 
• 	 Integration of the new airport management team 
• 	 Completion of outstanding NAV Canada/Transport Canada requirements 
• 	 Completion of Airport Economic Impact Analysis 
• 	 Completion of Airport Business Plan 
• 	 Acquisition of Fuel Farm at airport 
• 	 Hosted Canadian Aviation Expo (2007, 2008) 
• 	 Review of noise and traffic management at Airport 

5.6 Findings 

5.6.1 Downtown Action Plan 

~ 	 In February 2009, the City of Oshawa, Region of Durham and other component municipalities 
developed a Community Adjustment and Sustainability Strategy to advance economic 
development. This strategy includes 7 major recommendations and 73 items for action. In 
conjunction with the regional implementation team, management is presently working on a 
multi-year plan for Council's review and approval this fall. 

~ 	 The Downtown Action Plan was developed in 2005 and has not been updated since that time. 
As a result, it needs to be updated to dovetail with the Community Adjustment and 
Sustainability Strategy and to reflect recent announcements by UOIT to bring further 
programming into the downtown. It is recommended that the Downtown Action Plan be 
updated to integrate with the Community Adjustment and Sustainability Strategy and recent 
announcements by UOIT and that an annual progress report be provided to Council. 
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5.6.2 Performance Measures 

~ 	 Performance measures have not been implemented consistently across the City's various 
branches. Like many of its counterparts, the Economic Development Services Branch (Branch) 
measures inputs and economic activities, but does not develop annual performance targets 
and measure progress against these targets. As a result, it is difficult to measure the 
effectiveness of the Branch and the airport. It is recommended that the Branch develop 
performance targets for its major programs in conjunction with preparation of its annual 
business plan. These measures should also be used to assess the performance of programs 
undertaken by the contract firm that manages the airport. 

5.6.3 Community Support for Economic Initiatives 

~ 	 In 2005, a general survey was undertaken when the Community Strategic Plan was developed. 
Downtown customers were surveyed in 2007 as part of the downtown master planning 
process. Since then, no surveys have been completed to measure public feedback on the 
downtown or the economic priorities of the City. It is recommended that formal surveys be 
conducted every four years in conjunction with updates to the community strategic plan and 
the corporate business plan to obtain community input on the City's economic priorities. 

5.6.4 Tourism 

~ 	 Both the City and the Region of Durham have a mandate to deliver tourism programs. Unlike 
the Region, however, the City has limited resources available and relies extensively on other 
organizations to delivery these programs. The City and the Oshawa Chamber of Commerce 
jointly fund the Oshawa TouristNisitor Information Centre. The City also supports a number of 
annual tourism events such as Autofest and Ribfest through the Community Services 
Department and the annual Partnership Grant Program. 

~ 	 Management intends to consult with Council to identify the City's role in tourism and to clarify 
its importance relative to other priorities within the new Community Adjustment and 
Sustainability Strategy. Thereafter, appropriate resource requirements will be identified. 

5.6.5 Grants and Loans 

~ 	 The City has several grant and loan programs which focus on economic development. 

~ 	 The Central Business District Community Improvement Plan has a number of components 
including: 

• 	 The Upper Storey Conversion to Residential Program that provides loans of up to $25K 
to businesses within the central business district renaissance community improvement 
area. Owners of buildings in this area may also apply for loans up to $25K to upgrade 
buildings to meet the Building Code. Applicants may also apply for a development 
charge exemption. 
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• 	 The Fagade Improvement Loan Program is an interest free loan program that 
encourages downtown businesses to upgrade their store facades. This program 
provides a three-year interest-free loan of up to $15,000 per municipal street address 
or storefront and allows 25% of the loan to be forgiven. 

;;- The City also has a Brownfields Renaissance Community Improvement Plan that encourages 
the rehabilitation and reuse of contaminated lands through study grants, tax cancellations and 
redevelopment grants. This plan and its related programs are administered by the Planning 
Services Branch. 

;;- The appropriateness of the above grant and loan programs will be reviewed by the Economic 
Development Services Branch, the Financial Services Branch and Planning Services Branch in 
conjunction with the new Community Adjustment and Sustainability Strategy and other 
corporate priorities. 

5.6.6 Airport 

;;- The business plan that was prepared in 2007/2008 and approved by Council in March 2008 
was quite sound. A number of significant events such as the acquisition of the fuel farm and 
receipt of funding under the Community Adjustment Fund have taken place since then, so 
management plans to update the plan for 2010. Management also plans to update the noise 
management strategy this fall and develop a new noise management and traffic plan after 
seeking input from the community. The impacts of this new strategy and plan will be 
incorporated into the business plan for 2010 following the approval of Transport Canada. 

5.6.7 Real Estate Policies 

;;- The City does not have a consistent process for appraising property for acquisitions and 
disposals. As a result, the City could potentially overpay for properties it purchases or be 
under-compensated for property it sells. Management will report to Council later this year on a 
revised process for identifying properties for sale. It is also recommended that management 
update processes for the acquisition and disposal of City property. Dollar thresholds should be 
identified for acquisitions and dispositions that require an external appraisal. 

5.6.8 Customer Feedback 

;;- The feedback from customer surveys shown in Attachment No. 3 to 8 provides performance 
indicators rather than conclusive measures. Populations subject to sampling and response 
rates were small in some instances; therefore results may not be reflective of the views of the 
overall community. 

;;-	 Customer feedback on business development and real estate services was very favourable. 

;;- While feedback on the airport and business development programs were generally favourable, 
customers identified a number of areas for further improvement. It is recommended that 
Branch management meet with the Downtown Oshawa Board of Management and the Airport 
Advisory Committee to discuss areas for improvement and prepare appropriate action plans. 
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5.6.9 Other Areas for Improvement 

~ 	 A number of smaller areas for improvement were also discussed with management at the 
conclusion of the audit. A summary of significant findings and recommendations is provided at 
Attachment No. 2 of this report. 

6.0 FINANCIAL IMPLICATIONS 

~ 	 Implementing the recommendations within this report will improve the efficiency and 
effectiveness of the Economic Development Services Branch. 

7.0 RESPONSE TO THE COMMUNITY STRATEGIC PLAN 

~ 	 The Office of the Auditor General assists Council and the City's administrative team with the 
identification and management of risks. Effective risk management is required to achieve the 
goals, objectives and strategies set out within the Community Strategic Plan. 

Ron Foster 
Auditor General 

Attachments 




