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I am pleased to present the 2008 Annual Report of the Auditor General of the City
of Ottawa. My Office completed a total of 23 audits in 2008. The audits undertaken
were either from the audit plan, the result of reports to the Fraud and Waste
Hotline, or requested by Council.

This report represents the results of each 2008 audit. All of the recommendations
arising from the 2008 audits where management is in disagreement are presented
here as well, in order for Council to determine if direction should be given to take
action on these issues. In addition, there are six other recommendations where I am
recommending referral to the Audit, Budget and Finance Committee for discussion.

As with previous Annual Reports, this report also contains a discussion of the main
messages or common themes arising from all of the audit work carried out during
the past year. This discussion offers observations on some overall trends and issues
from a corporate-wide perspective for Council and senior management to consider.

The fourth annual report on the Fraud and Waste Hotline is also presented here,
including a summary of the results of audits arising from Hotline reports. Also, in
accordance with the By-law governing the Office of the Auditor General, the Audit
Plan for 2009 to 2013 is provided for Council’s information.
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1 OVERVIEW OF ACTIVITIES IN 2008

In the 2008 Audit Plan for the City of Ottawa, several specific projects were
identified based on a number of selection criteria (see Section 5 of this report). The
mandate of the Office is to conduct three types of audits; financial audits (except for
the annual attest audit), compliance audits and performance (or value-for-money)
audits. A fundamental principal in developing the audit plan is to target risk areas
where the Office could bring value to the City. The focus of the audit plan places a
significant emphasis on performance audits; that is on examining economy,
efficiency and effectiveness issues in areas within the City that provide direct
services to the public.

In response to requests from Council for more frequent reporting by the Office of
the Auditor General (OAG), several 2008 audit reports have already been
presented. Listed below are all of the audits completed during 2008, including
those which Council or a specific Board of Council has already received.

1.1 2008 Audits tabled at Council on November 25, 2009

e Audit of the Ottawa Paramedic Service

e Audit of the Long Term Care Branch

e Audit of the Children’s Services Division

e Audit of Grants and Contributions

e Audit of Governance and Compliance with Community Funding Service
Agreement of the Banff Avenue Community House

e Audit of Governance and Compliance with Access Management
Agreement of the Southpointe Community Association

e Audit of Year-End Spending 2004-2007

e Audit of the Assessment and Monitoring of Eligibility for Social Housing
Subsidies

e Audit of Sick Leave Management

e Audit of the Traffic Operations Division

e Audit of Moonlighting and Corporate Risk Issues - Traffic Operations
Division

e Audit of an Allegation of Blogging on City Work Time

1.2 2008 Audits tabled with Specific Boards

e Ottawa Community Housing (OCH): Audit of Technical Services - Tabled
with OCH Board on April 16, 2009. The executive summary of the report is
provided in Section 3.

e Ottawa Public Library (OPL): Audit of Budget Development Process -
Tabled with OPL Board on August 19, 2008. The executive summary of the
report is provided in Section 3.
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e OPL: Audit of Governance - Tabled with OPL Board on August 19, 2008.
The executive summary of the report is provided in Section 3.

e Ottawa Police Service: Follow-up to 2007 Audit of Ottawa Police Service
Fleet - Tabled with Police Services Board on October 27, 2008. The
executive summary of the report is provided in Section 3.

e Hydro Ottawa: Audit of Emergency Response Plan - Tabled with the
Hydro Ottawa Board Audit Committee on August 20, 2009. The executive
summary of the report is provided in Section 3.

1.3 2008 Audits tabled at Council on February 25, 2009

e Audit of IT Capital Expenditures and Project Approval Process

e Audit of the Parking Function

e Audit of the Building Code Services Process for 215 Preston Street
e Audit of Hospitality and Other Ethical Matters

1.4 2008 Audits tabled at Council on October 22, 2008

e Audit of the 2006 Sewage Spill
e Audit of the City of Ottawa Water Rate

1.5 Fraud and Waste Hotline

The City’s Fraud and Waste Hotline was launched on November 1, 2005 to provide
an anonymous and confidential vehicle for City staff to report suspected fraud or
waste. Section 4 of this report contains the fourth annual report on the Hotline. It
includes overall statistics on the types and frequencies of calls 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 here. In other cases, Hotline-related audits discuss
specific individuals.

1.6 Follow-up Audits

Follow-up is a key component of an effective audit process in that it informs
Council as to whether recommendations have been implemented. At the time the
2005 Annual Report was presented to Council in May 2006, Council created the
Council Audit Working Group (CAWG). Since its inception, the City Manager and
the Auditor General have been working with the Group to monitor implementation
of audit recommendations that have previously been provided. As discussed
below, the creation of the new Audit, Budget and Finance (ABF) Committee has
changed the process by which Council monitors the AG’s recommendations.
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When the OAG was created in 2004, a decision was made to postpone conducting
follow-up audits in order for the Office to focus on new audits and build a series of
recommendations that would be followed up after a period of 4-5 years. As such,
the 2009 work plan has focussed on these follow-ups, which will be reported upon
in the Annual Report of 2010. At this point, it is appropriate that follow-ups occur
on a more regular basis. This will also address Council’s desire for more frequent
follow-up. Accordingly, all work plans for 2010-2013 will include a follow-up
component.

1.7 Tabling Protocol

In June 2008, Council confirmed the following as the tabling protocol for OAG
report:

1. Notice of Tabling at Council;
2. Tabling at subsequent meeting of Council;

3. As directed by Council, referral of reports to Standing Committee(s) for
public delegations;

4. Reports presented at the next scheduled meeting of Council for discussion;
and,

5. Referral of all reports to the Audit, Budget and Finance Committee for follow-
up of all recommendations and discussion of disagreements.

Council further delegated final authority for all audit recommendations related to
administrative matters to the ABF Committee, while retaining final authority over
any recommendations related to policy matters.

1.8 2008 Budget

The budget of the OAG is set at 0.08% of the total operating budget of the City. For
2008, this resulted in an office budget of approximately $1.9 million, including
$200,000 devoted to the Fraud and Waste Hotline. The budget remains one of the
lowest in Canada for municipalities with a similar audit function. All of the audits
presented in this report were conducted within the 2008 budget.

2 ITEMS FOR SPECIAL CONSIDERATION

The audits conducted in 2008 led to 329 separate recommendations to management,
designed to improve management practices, enhance operational efficiency,
identify possible economies and address a number of specific issues. A summary
of all 2008 audits and recommendations is presented in Section 3 of this report.
Before discussing these audits, we would like offer some broader views and
opinions of a corporate-wide nature.
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2.1 The need to clarify custody and retention of personal
records/documents created using City resources

Beginning in 2007, the OAG has had discussions with Legal and Information
Technology regarding the process for custody and retention of personal records and
documents created using City resources. Management has as yet made no
decisions in this regard, however, a recent ruling by Information and Privacy
Commission (IPC) on a specific City-related matter has provided some clarification
and has significant broader implications. The ruling established that such records
are in the care and custody of the City even though they are of a personal nature.
The City is currently appealing the IPC ruling at Divisional court. If the ruling is
upheld, the City has the obligation of treating these records as any other official
City documentation and as such must determine the appropriate records
management and retention schedule for them. An audit of records management is
planned for 2011 to address these and other related issues.

2.2 Effectiveness of social assistance programs in reaching the
most needy

In our view, a key goal of any social assistance program should be to ensure that
most of the available funding is going to the most needy. Inconsistent application
of rules and a lack of adequate supervisory/management oversight of activities
have resulted in a situation where this cannot be assured. Concerns in this regard
are identified in the 2008 audits of child care and social housing.

2.3 Processes and controls not utilized

In many areas the City has established adequate processes, rules and controls
however, we note that in many cases these mechanisms are not being followed and
are not properly enforced or overseen. For example, contracts and agreements have
not been properly formalized or executed, are out of date for many years or have
been put in place ‘after-the-fact’. Contract terms and conditions are frequently
ignored and documentation of controls is often lacking resulting in there being no
verification of adequate oversight. Evidence of this was revealed in audits
involving building permits, sick leave and grants during 2008.

2.4 Delegation to management without proper oversight/tools

In recent years, the City has moved to a model of delegated/decentralized authority
for many areas of responsibility. Individual managers are responsible for areas
such as HR processes, financial management, inventory management, etc.
Currently, under this model, there is no oversight or intervention from corporate
units and in many cases managers do not have the tools, information or expertise to
be able to carry out these duties effectively. For example, as part of the Audit of
Sick Leave, management indicated that it is the responsibility of individual
managers to assess the validity of any medical certifications. Two problems are
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obvious with this approach; managers cannot possibly be expected to have the
required expertise to do this, and such certificates are considered personal
information and are to be kept confidential so that managers would not even have
access to them. Clearly this responsibility should rest with the appropriate staff in
Human Resources. In our view, there has been an abdication of corporate
responsibility to ensure proper lines of accountability are maintained resulting in a
high risk of non-compliance to policy, inconsistencies, inefficiencies and lack of
proper control.

3 2008 AUDIT REPORTS — EXECUTIVE SUMMARIES

The following presents all of the key issues and observations arising from each of
the audits completed in 2008 that have not already been presented to Council or to a
Board of Council. All recommendations are included here along with all
management responses. The reader is encouraged to refer to the full audit reports
for complete details. In total, the 2008 audits make 329 recommendations for
management action. Of these recommendations, management has disagreed with
22. In addition, the OAG considers that six additional recommendations should also
be raised to the attention of the Audit, Budget and Finance Committee for
discussion. Appendix A provides a complete listing by audit of these
recommendations.
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3.1 Audit of the Ottawa Paramedic Service
Executive Summary

Introduction

The audit of the Ottawa Paramedic Service was included in the 2008 work plan of
the Office of the Auditor General, which was first presented to Council in December
2005.

Audit Objectives
The 2008 audit plan for the Paramedic Service sets out eight key objectives as
follows:

1. Execute Performance Data Validation (File Sample Audit) and Assess Existing
Paramedic Service Measurement Framework

2. Assess and Verify Demand Trends for the Paramedic Service (Service and
Budget Drivers)

3. Assess City Performance in Managing Growth Pressures via System
Capacity /Design
4. Assess Paramedic Service Performance regarding Outcomes Based Business

Planning, Target Setting and Achievement

5. Review Structural Paramedic Service “System Constraints” and Assess Factors
Leading to Sub-optimal Resource Management

6. Assess Paramedic Service Productivity, Identify Opportunities for
Implementing Business Process Improvements and Industry Best Practices

7. Assess and Review Paramedic Service Risk Management Processes, Strategies
and Outcomes

8. Assess the adequacy of financial management processes

Summary of Key Findings

The Paramedic Service audit has yielded significant performance findings and has
identified a number of service planning and delivery improvement opportunities:

1. After initial post-amalgamation improvement in 2001-2002, 90th percentile Code
4 emergency response times in Ottawa are now at risk of eroding to a level
below the legislated service standard set out in the Ambulance Act. This
response time non-compliance with the Ambulance Act is occurring across the
Province of Ontario - a systemic health care system failure.

2. Patient offload delays at Ottawa hospitals are a major driver of response time
erosion in City land ambulance services. Offload delays caused by complex
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Provincial health system patient flow problems are worsening. Meaningful
resolution of Province-wide health system patient flow problems is unlikely in
the short to medium term.

Audit of the Ottawa Paramedic Service

3. Ottawa’s current triage system used to dispatch emergency calls is flawed,
ineffective and contributes to system inefficiency and eroding response times
(see Table below). In 2006 and 2007 approximately 85% of emergency calls were
triaged as life threatening Code 4 calls requiring a “lights and sirens” response.
In fact, no meaningful triaging of calls is actually occurring and scarce
ambulance resources are being exhausted in an inefficient and ineffective
process. Replacement of the Province’s current flawed triage tool (referred to as
‘DPCI’) with the North American standard Medical Priority Dispatch System
(known as “AMPDS’) medically derived triage tool should be a top priority. The
Province has been reluctant to approve this critical triage improvement tool,
despite the AMPDS precedents already in place in Toronto and Niagara.
Continued Provincial unwillingness (at the staff-to-staff level of dialogue) to
allow the City to adopt AMPDS should prompt a fundamental re-examination
of the City’s role in operating ambulance dispatch.

Percentage Ottawa Emergency Calls Triaged as “Lights and Sirens” Response

CALLTYPE 2001 2002 2003 2004 2005 2006 2007

CODE 4 36,753 42,915 49,283 55,890 57,266 69,779 72,523
CODE 3 20,662 22,601 21,659 20,974 22200 12,409 12,879
TOTAL 57,415 65,516 70,942 76,864 79,466 82,188 85,402

4. 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 and 2008. Growth increments during this period were
irregular and implementation was lagged over multiple years, thereby allowing
call volume to overtake available ambulance resources. The result has been
response time erosion and critical unit shortages.

5. As aresult of increasing hospital wait times, substandard dispatch triaging, and
a failure to supply ambulance unit growth increments to match increasing call
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volumes, the Ottawa Paramedic Service now faces frequent erosion of
ambulance unit availability to deeply unsafe levels. Erosion in available units
below critical levels occurs daily, with frequent instances of zero ambulance unit
availability. An eight-month survey conducted in 2007 identified 492 incidents
of unit availability falling below seven available ambulances City-wide. In 22
cases the system reached zero unit availability. A significant public safety and
liability outcome is possible unless City remediation is forthcoming. The table
below features the audit analysis of response time impacts following critical
levels of unit availability.

Eroded Ambulance Response Times at Critical Resource Availability Levels

CRITICAL AVAILABILITY 90™ PERCENTILE ADDITIONAL TIME BEYOND
LEVEL RESPONSE TIME FOR NEXT 2007 HIGH DENSITY SYSTEM
CALL AFTER PAGE 90™ PERCENTILE OF 12:49
7 UNITS CRITICAL LEVEL 18:27 ADDITIONAL 5:38
6 UNITS CRITICAL LEVEL 20:56 ADDITIONAL 8:07
5 UNITS CRITICAL LEVEL 18:34 ADDITIONAL 5:45
4 UNITS CRITICAL LEVEL 21:09 ADDITIONAL 8:20
3 UNITS CRITICAL LEVEL 27:10 ADDITIONAL 14:21
2 UNITS CRITICAL LEVEL 30:00 ADDITIONAL 17:11
1 UNIT CRITICAL LEVEL 27:29 ADDITIONAL 14:40
ZERO UNITS CRITICAL 19:23 ADDITIONAL 6:34
LEVEL
ALL CRITICAL LEVELS 21:34 ADDITIONAL 8:45

6. The 2007 response time analysis is troubling. In the 492 cases where critical
resource levels fell below 7 available units, the next emergency call’s 90th
percentile response time is more than 8 minutes slower than the 2007 system-
wide 90th percentile response time of 12:49.

7. Despite these significant “systemic” performance challenges beyond its
immediate control, the overall audit evidence suggests that the Paramedic
Service Branch operates in an efficient and effective manner that meets or
surpasses many industry standards regarding quality and best practices. Single
start, use of specialty teams, unit on-the-road scheduling tools, and logistics
processes are all areas of clear operational excellence displayed by the
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Paramedic Service. Paramedic Service efficiencies have been documented by the
audit team in peer benchmarking analyses and performance data verification
calculations.  Regrettably, these efficiencies have been absorbed by the
Provincial and City generated systemic performance problems noted above.

Recommendations
A compendium of the Paramedic Service audit recommendations appear below
under the three audit themes used throughout this report:

1. Emergency Medical Services (EMS) Performance Context;

2. System-wide Performance Constraints/Core Drivers of Service Delivery
Outcomes;

3. System Performance Verification and Review of Operational Processes and
Practices.

Management Overall Response

Overall, management concurs with the audit findings and agrees with the
recommendations put forward by the Auditor with only two disagreements.

Ottawa Paramedic Service supports the acquisition of AMPDS as a tool in the
Communications Centre and a more liberal dispatch communications framework
would provide the Service the capacity to improve outcomes and effectiveness.

There is recognition that the Paramedic Service is managed efficiently and
effectively and that it is operating in a context of a heavily regulated and
complex health care system.

The Paramedic Service agrees that as a mission critical service we require
sustained, consistent and predictable funding on a long-term basis to safeguard
the public.

Responses to each of the 34 audit recommendations are set out below.

Emergency Medical Services (EMS) Performance Context

Recommendation 1

That the City of Ottawa develop an intergovernmental advocacy strategy for
major system reform that focuses on securing control over the necessary
components of a high performance EMS system.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service will develop an intergovernmental advocacy
strategy as part of the strategic branch review exercise in 2010.
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Recommendation 2

That the Paramedic Service performance measurement and reporting framework,
upcoming strategic branch review exercise and existing service planning process
be focussed on the management of risk events and performance erosion trends
identified in this audit’s 2001-07 land ambulance system performance overview.

Management Response
Management agrees with this recommendation.

The Paramedic Service performance measurement and reporting framework,
upcoming 2010 strategic branch review exercise and existing service planning
process, will be focused on the management of risk events and performance
erosion trends identified in this audit's 2001-07 land ambulance system
performance overview.

System-Wide Performance Constraints/Core Drivers of Service Delivery
Qutcomes

Recommendation 3

That the City adopt a clear, transparent position regarding the current DPCI

triage tool and the renewal of the Ministry communications centre contract by:

a) Immediately petitioning the Minister of Health for a communications
dispatch framework identical to the framework enjoyed by the City of
Toronto;

b) Establishing a results-based communications contract with the Ministry of
Health based on outcomes and not prescriptive processes, software tools or
triage methodologies;

¢) In the absence of a results based contract featuring operator choice of triage
methodologies, petitioning for the opportunity to dispatch calls without
triage; and,

d) In the absence of either of the above options being accepted by the province,
withdrawing from consideration for the renewed communications operator
contract.

Management Response
Management agrees with parts a), b) and c) of this recommendation.

The branch concurs with the acquisition of AMPDS as the dispatch tool and a
more liberal dispatch communications framework. Management will continue to
advocate to the MOHLTC for the implementation of this tool in Ottawa.

Management disagrees with part d) of this recommendation. In management’s
opinion, the audit report overlooks the operational and strategic value already
realized in an integrated communications centre. The City’s paramedic dispatch
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unit has been recognized as the best performing dispatch centre (TO-T2) in the
province as indicated in OMBI’s 2007 public report.

The branch has found that an integrated dispatch team allows for several
operational efficiencies such as, but not limited to:

- the availability of real time data enables staff to evaluate and adjust their
performance on a daily basis; and,

- modification of the deployment plan in real time allows staff to adapt to
changing situations in the community e.g., major events, road closures, etc.

In addition, management integration allows for common management objectives
for the entire service, allowing us to meet Council and community expectations
that would not be possible in two separate organizations.

Recommendation 4

That, once AMPDS is in place, the City pursue a centre of excellence designation
to emulate best practices from across North America, including Niagara and
Toronto.

Management Response:
Management agrees with this recommendation.

Timelines and funding to pursue this designation are dependent upon
negotiations with the Ministry of Health and Long Term Care.

Recommendation 5

That the Ottawa Paramedic Service continue to participate on the provincial task
force working on hospital wait times and off-load delays.

Management Response:
Management agrees with this recommendation.

The branch will continue to be an active participant on the provincial task force
working on reducing hospital wait times and off-load delays.

Recommendation 6

That the measurement of patient offload delays be refined to include a “patient
transfer to emergency triage nurse” time log in order to correct for potential
overestimation of offload duration.

Management Response:
Management agrees with this recommendation.

Currently the data is captured in the hospital’'s Emergency Department
Reporting Systems (EDRS). The proposed new provincial Ambulance Call
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Report will include a “transfer of care” time, which will support this
recommendation.

Recommendation 7

That the Ottawa Paramedic Service annually report to Council regarding the
financial impact of lost ambulance unit hours due to hospital off-load delays.

Management Response:
Management agrees with this recommendation.

Management will report to Council annually on the financial impact of lost
ambulance hours due to hospital off-load delays commencing in 2010.

Recommendation 8

That the Ottawa Paramedic Service include the calculation of time on task when
considering paramedic staffing enhancements.

Management Response:
Management agrees with this recommendation.

Recommendation 9

That the Ottawa Paramedic Service conduct a quality improvement pilot project
around the current hospital patient transfer process.

Management Response:
Management agrees with this recommendation.

The Offload Nurse Project, which reorganizes the current hospital patient
transfer process, was initiated on September 29, 2008 - by contractual agreement
with the Ottawa Hospital and the Ottawa Paramedic Service. The project is
completely funded by the Ministry of Health and Long Term Care. (See
Paramedic Hospital Wait Time Report ACS2008-CPS-OPS-0004 received by CPS
Committee at its meeting of October 16, 2008.) The Ottawa Paramedic Service
will provide a one-year update on the impact of this project to Committee and
Council in Q4 2009.

Recommendation 10

That the Ottawa Paramedic Service bring forward a long-term master plan and
budget for additional staffing and resources required to service growth.

Management Response
Management agrees with this recommendation.

An external consultant will be engaged to develop a long-term master plan and
budget for additional staffing and resources required to service growth. Ottawa
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Paramedic Service has already initiated this process (see Paramedic Trends
Report ACS2008-CPS-OPS-0003 received by CPS Committee at its meeting of
October 16, 2008), which includes a three-year staffing plan to be incorporated
into the branch’s 2009, 2010 and 2011 budgets.

Recommendation 11

That the Ottawa Paramedic Service revisit the master plan bi-annually to ensure
developing and unforeseen challenges and pressures are considered and updated
in the plan and reported to Council.

Management Response
Management agrees with this recommendation.

As indicated in recommendation 10, work is already underway in this area. The
Ottawa Paramedic Service reports annually to Committee and Council with its
“Paramedic Trends” report that outlines results for the first six months of each
year including, outlining any challenges and pressures that should be reflected in
the upcoming year’s budget.

Recommendation 12

That the Ottawa Paramedic Service develop a resource plan that separates annual
growth from other determinants for resourcing and staffing enhancements.

Management Response
Management agrees with this recommendation and has already implemented it.

The annual Paramedic Trends report separates growth (i.e., call volume
pressures) from other factors such as hospital wait times, so that Council can
readily identify the different factors affecting overall response to help isolate the
resourcing requirements, which fall within the City’s jurisdiction.

Recommendation 13

That the Ottawa Paramedic Service present in their annual reports the staffing
approvals for the corresponding years.

Management Response

Management agrees with this recommendation. This has been current practice
since 2007.

Recommendation 14

That the City obtain a legal opinion to assess the financial and liability risk
associated with the ongoing daily erosion of the paramedic system to critical
levels of unit availability (this action was taken in July 2008).
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Management Response

Management agrees with this recommendation and completed this work in July
2008.

Recommendation 15

That the Auditor General inform the City Manager of the performance issues and
risk profile associated with critical levels of resource availability in an interim
briefing prior to the 2009 Annual Report (this action was taken in July 2008).

Management Response
Management agrees with this recommendation.

Recommendation 16

That the Chief of the Paramedic Service develop a contingency plan to address
this critical unit availability shortfall on an immediate basis.

Management Response

Management agrees with this recommendation. Operational processes are
currently in place and will be put into a policy framework in 2010.

Recommendation 17

That the Chief of the Paramedic Service report quarterly to Council on the
incidence of critical resource levels and their associated next call 90th percentile
response times.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service does not currently have the reporting technology
necessary to implement this recommendation. The branch will solicit the
Ministry of Health to assist with the acquisition of reporting technology to be
able to report on critical resource levels.

System Performance Verification and Review of Operational Processes
and Practices

Recommendation 18

That the Ottawa Paramedic Service establish annual response time performance
targets based on actual percentages of emergency calls achieving 8:59 and 15:59
instead of the current 90th percentile targets.

Management Response
Management agrees with this recommendation.
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Annual response time performance targets have been captured in the Paramedic
Service 2007 Annual Report (received by CPS Committee at its meeting of
August 21, 2008) and in the more recent 2008 Trends Report. This practice will
continue in future annual and performance trend reports.

Recommendation 19

That the Ottawa Paramedic Service track and annually report the identified
complete portfolio of performance measures set out in this audit.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service will review the portfolio of performance
measures set out in this audit for inclusion in future annual reports as part of the
strategic branch review exercise in 2010.

Recommendation 20

That the Ottawa Paramedic Service include “scheduled unit counts versus
actually deployed unit counts” performance data in its annual performance
report to Committee/Council.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service will review the portfolio of performance
measures set out in this audit for inclusion in future annual reports as part of the
strategic branch review exercise in 2010.

Recommendation 21

That the Ottawa Paramedic Service establish ongoing performance targets in its
operational planning using “scheduled unit counts versus actually deployed unit
counts”.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service will review the portfolio of performance
measures set out in this audit for inclusion in future annual reports as part of the
strategic branch review exercise in 2010.

Recommendation 22

That the Ottawa Paramedic Service establish a target range for its key
productivity ratio in the high-density system (calls per paramedic).
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Management Response
Management agrees with this recommendation.

Calls per paramedic ratios will be discussed as part of the strategic branch
review exercise in 2010 and will also be included in the scope of work being done
by the consultant in developing a long-term master plan and budget as indicated
in recommendation 10.

Recommendation 23

That the “calls per paramedic ratio” trend in Ottawa (and external peer ratios) be
regularly reported and integrated into the recommended master planning
framework and the upcoming branch strategic branch review.

Management Response
Management agrees with this recommendation.

Calls per paramedic ratios and external peer ratios will be discussed as part of
the strategic branch review exercise in 2010 and will also be included in the scope
of work being done by the consultant in developing a long-term master plan and
budget as indicated in recommendation 10.

Recommendation 24

That the City of Ottawa petition OMBI to restructure its 90th percentile response
time reporting to include T0-T2 data.

Management Response

Management agrees with this recommendation and has already implemented it.
The City of Ottawa petitioned OMBI in 2008 to restructure its 90th percentile
response time reporting to include T0-T2 data. OMBI has implemented and
reported this in its annual report.

Recommendation 25

That the Ottawa Paramedic Service conduct an Advanced Care Paramedic (ACP)
needs analysis.

Management Response

Management agrees with this recommendation. An ACP needs analysis will be
conducted as part of work being undertaken on the Paramedic Master Plan in
2010.

Recommendation 26

That the Ottawa Paramedic Service refine and develop annual ACP capture
targets based on patient transports as part of the annual business planning and
reporting cycle.
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Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service will refine and develop annual ACP capture
targets for inclusion in future annual reports as part of the strategic branch
review exercise in 2010.

Recommendation 27

That the Ottawa Paramedic Service develop a deployment policy that would see
ACP resources responding only to Code 4 calls, similar to their policy for
Paramedic Rapid Response (PRU) response priorities.

Management Response
Management disagrees with this recommendation.

Present staffing precludes this recommendation from being implemented at this
time. A change in legislation and the acquisition of a better dispatching tool
(AMPDS) would be required for the branch to support and implement this
recommendation.

Current legislation requires that the closest ambulance be sent to any life-
threatening call; therefore, the choice of an ACP resource being sent versus a PCP
resource could not be accomplished without legislative change. With the
acquisition of AMPDS and appropriate resourcing, the principle could be
applied by sending a second unit with ACP after the closest unit is sent.
Operationally, the first unit would then clear and be available for another call.
This cannot be accomplished in a service that is always at critical levels of
availability.

Recommendation 28

That the Ottawa Paramedic Service track and annually report utilization,
response times and other relevant performance data for all specialty teams.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service will review the portfolio of performance
measures set out in this audit for inclusion in future annual reports as part of the
strategic branch review exercise in 2010.

Recommendation 29

That the Ottawa Paramedic Service expand the PRU program based on the
findings of the 2005-2007 program analysis.
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Management Response

Management agrees with this recommendation. Enhancements to the PRU
program began in May 2008 and analysis is ongoing.

Recommendation 30

That the Ottawa Paramedic Service prepare a business case demonstrating the
return on investment (ROI) and expected utilization associated with planned
facility/base construction in the City capital plan.

Management Response
Management agrees with this recommendation.

An external consultant will be engaged to develop a long-term master plan for
the Ottawa Paramedic Service and the scope of work will also include the
preparation of a business case demonstrating ROI. This work is expected to be
complete in 2010.

Recommendation 31

That the Ottawa Paramedic Service collaborate with public health and other
stakeholders to research and develop a service demand-forecasting model that
incorporates aging society impacts on call frequency, duration and acuity.

Management Response
Management agrees with this recommendation.

An external consultant will be engaged to develop a long-term master plan for
the Ottawa Paramedic Service and the scope of work will also include the
research and development of a forecasting model that incorporates the impact of
an aging society on call frequency, duration and acuity. This work is expected to
be complete in 2010.

Recommendation 32

That the annual paramedic growth staffing enhancements include proportional
adjustments in support services staffing.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service presently undertakes to include proportional
adjustments in support service staffing when front-line paramedics are hired and
will continue to review such staffing enhancements in future. Improvements to
growth staffing enhancements will be reviewed as part of the strategic branch
review exercise in 2010.
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Recommendation 33

That the Ottawa Paramedic Service provide an annual system planning
resourcing business case (i.e., reflecting the modeled required resource capacity)
as part of the annual City budget process.

Management Response
Management agrees with this recommendation.

An external consultant will be engaged to develop a long-term master plan and
budget for the Ottawa Paramedic Service. The scope of work will also include
the development of an annual system planning resource business case. Ottawa
Paramedic Service has already initiated some of this work (as indicated
previously - see Paramedic Trends report), which includes a three-year staffing
plan to be incorporated into the branch’s 2009, 2010 and 2011 budgets.

Recommendation 34

That quarterly and annual financial reporting integrate expenditure data with
actual deployed units of service for the same period.

Management Response
Management agrees with this recommendation.

The Ottawa Paramedic Service will review the integration of expenditure data
with actual deployed units of service in quarterly and annual financial reporting
as part of the strategic branch review exercise in 2010.

Conclusion

The land ambulance service delivered by the Paramedic Service Branch is a
“mission critical” protective service provided by the City of Ottawa. The
Paramedic Service Branch annually consumes an operating budget that is now
approaching $60 million - an increase of 93% since amalgamation.

The audit has yielded significant findings and has identified a number of service
planning and delivery improvement opportunities:

o After initial improvement earlier this decade, 90th percentile Code 4 response
times in Ottawa are now at risk of eroding to a level below the legislated service
standard in the Ambulance Act. This systemic performance problem is
occurring across the Province of Ontario.

e Patient offload delays at Ottawa hospitals are a major driver of response time
erosion in land ambulance services. Offload delays caused by complex
Provincial health system patient flow problems are worsening. Meaningful
resolution of Province-wide health system patient flow problems is unlikely in
the short to medium term.
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e Ottawa’s triage system used to dispatch emergency calls is flawed, ineffective
and contributes to system inefficiency and eroding response times. Replacement
of the current triage tool with the North American standard AMPDS medically
derived triage tool should be a top priority. The Province needs to be compelled
to approve this critical triage improvement, recognizing the AMPDS precedents
already in place in Toronto and Niagara. Provincial unwillingness to make this
improvement should prompt a fundamental re-examination of the City’s role in
ambulance dispatch.

e The City budget process has failed to supply regular and timely ambulance unit
growth increments to keep pace with ongoing call volume increases occurring
between 2001 and 2008. Growth increments during this period were irregular
and were lagged over multiple years, thereby allowing call volume to overtake
available resources. The result has been response time erosion.

e Asaresult of increasing hospital wait times, substandard dispatch triaging, and
a failure to supply ambulance unit growth increments to match increasing call
volumes, the Ottawa Paramedic Service now faces frequent erosion beneath safe
levels of ambulance unit availability. Erosion in available units below critical
levels occurs daily, with frequent instances of zero unit availability. A
significant public safety, liability and service level outcome appears inevitable
unless aggressive City remediation is forthcoming.

e Despite these significant “systemic” performance challenges beyond its
immediate control, the Paramedic Service operates in an efficient and effective
manner that meets or surpasses many industry standards around quality and
best practices. Single start, use of specialty teams, unit on-the-road scheduling
tools, and logistics processes are all areas of clear operational excellence
displayed by the Paramedic Service. Regrettably, these efficiencies have been
absorbed by the systemic system performance problems noted above.

e The Paramedic Service utilizes performance measurement and benchmarking
data on an ongoing basis to generate service delivery improvement and enhance
operational performance. Recommendations have been made to refine and
improve an already noteworthy commitment to measurement and pro-active
system planning.

¢ The planned 2008-2010 multi-year staffing increments represent a fundamental
logistics challenge for the Paramedic Service in terms of recruitment and
preserving an appropriate ratio of advance care paramedics. The need to ensure
advanced care paramedic capture for appropriate calls is an ongoing challenge
that will require attention.

e Preparation of a twenty-year master plan is a critical priority for ensuring
ongoing match of service supply to demand; thereby achieving response time
and clinical outcomes.
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The audit has concluded that overall, the Paramedic Service outcomes have
significantly eroded across 2001-2007. This erosion has largely been driven by
systemic performance constraints such as offload delays and triage tool
shortcomings - problems generated by Provincial decision-making and policies.
Paramedic Service delivery efficiencies and operational innovations cushioned
response times from these problems for a number of years after amalgamation.
However, land ambulance system performance erosion now jeopardizes public
safety - as evidenced by the frequency of critical unit level shortages.

The findings of the audit confirm that increased resources are required for the
Paramedic Service to respond effectively to system growth. As part of this,
improvements to monitoring time-on-task and hospital transfers is required to
ensure efficiencies in these areas are identified and pursued.

Most importantly, there is a need to resolve the issues associated with the current
triage tool used to assess calls for service. Without a change to the more effective
AMPDS tool, any increase in resources will continue to be absorbed by an
unrealistically high level of Code 3 and 4 calls. There are many benefits to the City
managing the dispatch centre. In order to realize the full benefits of this, however,
it is imperative that the City take steps to change the dispatch protocol to the one
used not only by the City of Toronto but also across North America. An aggressive
City response, consistent with the recommendations in this audit, is required to
safeguard the public and avoid significant legal, financial and reputational risk.

In principle, the new MOHLTC performance model is a positive development
because it introduces patient centric performance reporting and target setting for
land ambulance services. However, in our opinion, the new patient centric
performance measurement framework will likely highlight existing performance
problems without focussing attention on a key driver of these problems; an
ineffective Provincially mandated DPCI triage tool.

Finally, the two case studies conducted during the audit indicate that a significant
return on investment could be achieved from implementing AMPDS-based
dispatch in Ottawa. Both cases have documented significant response time and
public safety improvements associated with this triage system.
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3.2 Audit of the Long Term Care Branch
EXECUTIVE SUMMARY

Introduction

The Audit of the Long Term Care Branch was included in the 2008 Audit Plan of the
Office of the Auditor General, first presented to Council in May 2005.

Background

At the time of this audit, the Long Term Care (LTC) Branch was part of the
Community and Protective Services Department (CPS) and reported to the Deputy
City Manager. The Branch consisted of four long term care homes each with an
Administrator reporting to the Director of Long Term Care. In late 2008, the LTC
Branch was dissolved and each home administrator now reports to the General
Manager, Social Services. As the audit was conducted prior to this re-organization,
the report reflects the previous administrative structure.

The homes receive support from the administrative arm of the Branch as well as
from the Centres of Excellence (COEs). The COEs consist of the Financial Support
Unit (FSU), Real Property Asset Management (RPAM) and Employee Services
including Health and Safety.

Until the new Long Term Care Homes Act (2007) receives Royal Ascent, the City’s
homes continue to operate under the Homes for the Aged and Rest Homes Act (the Act)

and service agreements with the Ministry of Health and Long Term Care
(MOHLTC).

The Act also sets out a fundamental principle that represents a key consideration
for this audit; that is, that the residents residing in the City homes receive quality
care and services that meets their needs. This principle, as defined in subsection
1.1(1) of the Act states:

“The fundamental principle to be applied in the interpretation of this Act, the
regulations and a service agreement relating to a home is that a home is primarily
the home of its residents and, as such, it is to be operated in such a way that the
physical, psychological, social, cultural and spiritual needs of each of its residents
are adequately met and that its residents are given the opportunity to contribute, in
accordance with their ability, to the physical, psychological, social, cultural and
spiritual needs of others.”

Under the terms of the service agreement between the City homes and MOHLTC,
the City agrees to operate the homes within the legislative provisions of the Act.
The degree to which the homes’ operations are compliant under the Act is
determined through the annual compliance review program undertaken by
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Compliance Advisors of the MOHLTC Performance Improvement and Compliance
Branch. The homes also participate in the voluntary evaluation conducted by the
Canadian Council on Health Services Accreditation.

Audit of the Long Term Care Branch

In total, the Branch operates 711 beds across its four homes, thus representing 15%
of the total 4,694 long term care beds operating in the City of Ottawa. The four
homes are geographically distributed across Ottawa and each exemplifies unique
characteristics, services and organizational cultures.

Opening Date
of New or MOHLTC
Number Renovated Structural Unique
LTC Home of Beds Location Building Compliance | Characteristics
Carleton Lodge (CL) 160 Nepean 1989 A On-Site ADP
Centre d'accueil . On-Site ADP
Champlain (CAC) 160 Vanier 1998 A Francophone
Garry J. Armstrong 180 | Central Ottawa 2005 A Bilingual
(GJA)
Peter D. Clark Centre |, Centrepointe 2001 A Bungalows
(PDC)
Total Municipal Beds 711

The 2007 budget for Branch operations was $46.3 million with a net levy
requirement of $8.1 million exclusive of debentures.

Audit Objectives

As an audit, this assignment involved the following three components: compliance,
value-for-money and financial statements with the primary focus being on the
performance (value-for-money) component. The value-for-money component of an
audit is intended to assess the adequacy of management systems, controls and
practices including those intended to control and safeguard assets to ensure due
regard to economy, efficiency and effectiveness. Further, the effectiveness of the
programs and services is a key element to these types of audits. With respect to the
auditing for compliance with legislative and related authorities, the intent is to
express an opinion on whether the entity complied with specific legislative
requirements and specific authorities.

As this is an audit in a public sector organization, Public Sector Accounting Board
(PSAB) accounting and auditing standards apply (i.e., PS 5300 Auditing for
Compliance with Legislative and Related Authorities in the Public Sector, PS 5400
Value-for-Money Auditing in the Public Sector). The auditors also followed the
practices as recommended by the Canadian Comprehensive Auditing Foundation
with respect to comprehensive and value-for-money auditing.
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Audit Scope

The scope of this audit encompassed the four long term care homes operated by the
City of Ottawa’s LTC Branch. Due to the structure of the Branch and the financial
services, this audit required significant analysis and interaction with the FSU
assigned to LTC and Public Health as well as other COEs. The audit was comprised
of three components including compliance, financial and performance (value-for-
money) with the weight of the investigation focused on the latter component.
Although data and information was available for the fiscal years from 2001 to 2007,
the audit focused on the two fiscal years, 2006 and 2007.

In addition to the three audit areas described above, this report presents a summary
of the analysis conducted in 2001 by the former Audit and Consulting Services
Branch regarding potential alternate service delivery options for Long Term Care.

Summary of Key Findings

General

1. Overall, the observations of the audit indicated that the LTC Branch and the
homes are providing quality care and services to the residents living in the City
homes. Residents are well cared for as are the buildings in which they live. The
high levels of customer satisfaction reinforce this favourable audit finding. The
homes present a comfortable and safe living environment which provide myriad
opportunities and supports for residents to experience good quality of life.
There are many new and evolving operational and clinical initiatives that speak
to the homes’ commitment to best practices and quality improvement. The
homes value relationships with and amongst the resident population, families,
friends and staff.

2. The City supplements the operations with tax levy over MOHLTC level of care
and envelope funding. This is typical among municipal homes across the
Province. The financial constraints experienced by all municipalities including
the City have necessitated a greater emphasis on cost reduction and enhanced
operational efficiencies. While the City homes have engaged in these efforts to
some degree, further opportunities may exist. These cost saving efforts will also
require longer range planning as the relatively new buildings and their systems
continue to age.

3. There are several key projects currently underway that will assist in the ongoing
improvement of operational effectiveness and efficiency, and that may
potentially increase revenue opportunities as well. In particular, the
implementation of Goldcare (i.e., resident care documentation system) and
Telestaff (i.e., staff scheduling system) both have the potential to enhance the
effectiveness of documentation and the efficiency of staff.
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4. Although the COEs provide good service to the LTC Branch and the homes, the
significant segregation of duties between these units and homes has an impact
on the effectiveness of the operations. There are consequences for accountability
at the management levels of the Branch and the homes. This is particularly
evident in financial accountabilities for budgets, trust accounts and
accommodation billings. Financial reporting is undertaken at a very high level
and managers have had to develop their own systems to assist them in making
decisions. Although SAP, the City’s financial system, is considered state of the
art in the industry, it does not provide some of the information required by long
term care.

Compliance

1. The MOHLTC compliance reports illustrate few unmet standards (e.g.,
mandatory in-service training sessions on an annual basis for 100% of staff and
Food Service Worker Certification) and thereby suggest that the homes are
diligent in their efforts to operate as per the policies, standards and legislation
governing long term care operations. In some instances, certain homes have
been particularly responsive to prior compliance issues and have recently
realized more favourable reports. It is, however, unusual in an organization
with multiple LTC sites that compliance plans are not forwarded to a central
authority or other designate for review vis-a-vis consistency in approaches and
commitments prior to submission to MOHLTC.

2. Policies and procedures are comprehensive and generally understood by
managers and staff. There is, however, the opportunity, as part of the ongoing
policy development and review process, to further refine the organization and
structure of the manuals.

3. There are some inconsistencies in the implementation and adherence to policies
at the home level. Furthermore, there is limited standardization in
documentation practices across the homes. There are also some inconsistencies
of understanding of the change process for policies and procedures.

4. The Branch relies heavily on the Employee Health and Wellness for
occupational health and safety advice. There is an opportunity to review and
update the organization and structure of the health and safety policies as well as
to review these policies against the Health Care Regulations. Furthermore, the
terms of reference for the Joint Health and Safety Committee contain a provision
with respect to workplace inspections that are contrary to the intended
provisions of the Occupational Health and Safety Act.

5. The training requirements and the Staff Training Policy do not fully satisfy the
mandatory training expectations of the MOHLTC. The target for staff
participation in training is set well below 100% of the staff complement.
Furthermore, there is no comprehensive training manual complete with learning
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objectives for each mandatory training topic, thus limiting the effectiveness of
the training evaluation efforts.

6. Purchasing policies and practices are not followed in a consistent or congruent
manner. In addition, there is no inventory management system to ensure that
items are allocated appropriately and costed to the appropriate cost centre.
Inventory controls are such that management cannot be confident that assets are
safeguarded.

7. Trust and accommodation accounting practices lack proper documentation and
do not fully meet program standards set by the MOHLTC. There is minimal
guidance for staff in the homes, and there is no thorough or consistent annual
admission agreement reviewing/updating process.

8. With respect to accounts receivable, there is no policy in this regard. The
policies are unwritten and informal. Consequently, it is possible that the City is
not realizing its full revenue and investment potential.

Financial Management

1. The homes meet their requirement to provide a minimum of 40% of their
respective beds at the basic accommodation rate. At the Branch level, as a
collective, the homes are exceeding the requirements for basic accommodation.
It is recognized that Garry ]. Armstrong continues to be challenged to maximize
its preferred revenues.

2. There is limited understanding of the eligible expenses by funding envelope as
permitted by MOHLTC. As well, there was little to no knowledge of the impact
that the move to full accrual accounting under PSAB may have on this
reporting. The MOHLTC has yet to change these program standards in light of
PSAB changes.

3. The implementation of Goldcare may present greater opportunity to enhance
resident care documentation and as such may help the homes realize increases
in their Case Mix Measure (CMM)/Case Mix Index (CMI). These increases will
thus reflect in their level of care funding in the nursing and personal care
envelope.

4. The resident business files lack sound organization, consistency and required
documentation. There are charges to the resident trust accounts that do not
have appropriate back-up or authorization. Staff in the homes lack information
to determine whether or not a particular charge can be charged to the resident as
they do not have access to this resident-specific information.

5. Budget guidelines and parameters for the long term care homes” budgets are
provided by Corporate Finance. This practice leaves fewer opportunities for
decision making to the Branch or to the individual homes. There are top-down
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targets provided to the Branch to meet without an assessment of risk from both
the resident care and building operation perspective.

6. There was little understanding within the LTC Branch or the FSU regarding
PSAB or the new reporting standard.

7. Each home currently employs staff who provide services that ideally should
represent full cost recovery (e.g., hairdresser). In a number of instances, these
cost recoveries are not being realized and there may be an opportunity to assess
these services vis-a-vis standard practices across the long term care industry.

8. With respect to meal recoveries, there are some issues specific to catering and
meal sales. The Branch does track costs and recoveries. It is clear from their
own reconciliation that these costs are not being covered. Although there is no
expectation for full recovery, cash management processes are weak in this
regard. As well, it was recognized by managers that they had not been charging
for paper products in their costs.

Performance

1. There is a lack of staffing indicators to assess the effectiveness and efficiency of
the Service Delivery Model.

2. The resident and family surveys indicate very high levels of satisfaction with the
homes across all care and service domains. There are some noteworthy trends
(i.e., falling family satisfaction results at one home) which are receiving the full
attention of the management teams in the affected home.

3. The resident and family surveys are limited in scope with respect to financial
considerations and services. Consequently, service levels may not be fully
explored.

4. There is insufficient control over inventory and there is no analysis undertaken
in order to analyze usage and potential leakage. The inventory management
systems are weak and/or non-existent.

5. Technology implementations (Goldcare and Telestaff) are still in their infancy
but are not being directed by sound project management practices.

Potential Alternate Service Delivery Options

An assessment of potential alternate service delivery options for LTC was not
included in the audit plan for this audit. However, in 2001, management requested
that the former Audit and Consulting Services Branch undertake an analysis of
possible long term care service delivery models to ensure the City is maximizing
potential savings and making the most effective use of tax dollars. It was felt it
would be useful to provide a summary of this 2001 study to management and
Council as part of this audit report for consideration.
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Given the analysis undertaken in the 2001 review, in particular the legislative and
collective agreement constraints, complete divestment of the City’s long term care
program is not a realistic option for the short-term. Council may wish to give more
serious consideration to the other options, specifically, private-sector management
contract, devolution to a not-for-profit organization or maintaining LTC as a direct
City service.

Recommendation 1

That staffing statistics be available to managers at the homes so that they are
readily able to confirm that standard requirements are being met (for example
Food Service Worker Certification, annual renewal of registration for staff and
CPR certification status etc.).

Management Response

Management agrees with this recommendation and it is current practice.
Staffing statistics are currently available to managers via a request to
administration to print a report from the LTC staff training and development
database, as well as in the employee’s personnel file. Information in the staff
training and development database is scheduled for conversion to SAP in Q1
2009 and will continue to be accessible to administration staff, but will be
available to managers at their desktops.

Recommendation 2

That the Branch review the MOHLTC standard for mandatory training, measure
adherence and revise accordingly with the goal of meeting the expectation that
100% of staff are attending all annual mandatory training as defined by
MOHLTC standards.

Management Response

Management agrees with this recommendation. However, it is important to note
that there is a difference between mandatory training requirements of the
Ministry of Health and Long Term Care and developmental training provided by
the LTC branch.

In an effort to improve delivery and effectiveness of mandatory training
programs, management has reviewed a training delivery model that would
ensure 100% completion of training by all full-time, part-time and casual staff
members. The estimated costs of this model are $195,000 for staff attendance and
$90,000 for implementation. Funding for this model will be brought forward as
an identified pressure in the LTC 2010 budget.
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Recommendation 3

That the Branch develop a process by which the compliance plans are vetted
centrally prior to submission for consistency and are accessible by the other
homes to allow all homes to be more proactive in ensuring that their home meets
or exceeds compliance standards.

Management Response

Management agrees with this recommendation. The director of LTC currently
reviews all compliance plans before submission to the MOHLTC. In addition,
annual compliance plans are reviewed by the branch management team (which
includes representation from all four of the City’s homes) to identify policy,
procedure and best practice implementation. The process will be documented to
clarify for managers who may be non-compliant. The compliance plans are
available centrally in the branch office. Electronic availability will be reviewed in
Q2 2009.

Recommendation 4

That during the next round of policy reviews, a restructuring take place so it is
easier for various levels of staff to find appropriate policies (for example, having
discrete sections for resident information, trust accounting, human resources,
etc.).

Management Response

Management agrees with this recommendation. LTC policies are currently
divided into the following categories: food services, laundry, housekeeping,
resident care, recreation and leisure, social work, medical, infection prevention
and control, health and safety, emergency response and administration
(home/ office and branch).

Policies regarding trust accounting are maintained by the FSU. Human
resources policies are corporate. All LTC and corporate policies are accessible to
staff through Ozone. Also, all LTC policies are provided in print manuals
located in designated areas at each home and in the branch office, which has
been communicated at both general staff meetings and management meetings.
The location of LTC-specific policies by service area will be reviewed as part of
the three-year comprehensive cycle. The next cycle will begin in summer 2009.
As part of this process, staff will review the policy and procedures manuals and
associated indices from other LTC organizations of comparable size and
structure.
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Recommendation 5

That the Branch determine key locations for storage of policy manuals to ensure
that staff have ready access to necessary information and a means to verify that
they remain current.

Management Response

Management agrees with this recommendation. The branch office currently
designates and maintains a list of the locations for policy and procedure manuals
as indicated in the policy and procedure (reference no. 700:02 Policy and
Procedure Manual) approved in November 2005 and revised in March 2006. The
administrative assistants in each Home are responsible for replacing revised and
new policies and procedures in each manual. In addition, all LTC branch
policies and procedures have been accessible through Ozone since 2007. The
location, both physical and electronic, of LTC-specific policies by service area
will be reviewed as part of the three-year comprehensive cycle. The next cycle
will begin in summer 2009.

Recommendation 6

That the Branch review its practices on home-specific policies to determine
which policies and/or worksheets need to be home-specific and which are best to
be Branch-driven to promote consistency.

Management Response

Management agrees with this recommendation. LTC has a policy and procedure
regarding the development process for new policies and procedures (reference
no. 700:02 Policy and Procedure Manual). All policies and procedures have a
designated group for approval and any home-specific policies must be brought
to the approving body for review and approval.

This level of consistency review may not have been clearly articulated in the
policy and procedure document therefore, it has been modified to reflect a
requirement for referral of home-specific policies and procedures to the branch
management team for review and approval.

Recommendation 7

That the Branch’s three year cycle for policy review include a work plan
highlighting the policies to be reviewed and target dates.

Management Response

Management agrees with this recommendation. Work plans highlighting policy
review target dates are coordinated by each functional team area, which
maintains approval authority for the policies and procedures. LTC will review
the centralization of these work plans in Q1 2009 and will include this
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requirement in the functional team terms of reference. In addition, a requirement
to report on progress will be incorporated into quarterly LTC reporting
requirements. As a result of this review, the branch may need to request funding
in the next budget for a centralized FTE to fulfill this role.

Recommendation 8

That the Branch review its Health and Safety policies to align them with the
Health Care Regulations in order to assist the Branch to respond more succinctly
to a Ministry of Labour Inspection and ensure that it meets operating
requirements.

Management Response

Management agrees with this recommendation. The Occupational Health and
Safety division will assist LTC with a review of their health and safety policies by
the end of Q2 2009, in an effort to better align them with Health Care
Regulations.

Recommendation 9
That methods of communicating policy change be measured for effectiveness
and that access to online policies for care staff be explored as an option to
increase accessibility.

Management Response

Management agrees with this recommendation. Access to online policies and
procedures has been in place since 2007. Effectiveness of the communication of
policy changes is measured as part of the annual compliance review by the
Ministry of Health and Long Term Care and in the LTC accreditation process
that takes place every three years. = An internal measurement tool will be
reviewed and considered in Q3 2009.

Recommendation 10

That policy changes be discussed and minuted at appropriate committees on a
consistent basis.

Management Response

Management agrees with this recommendation and it is current policy. As part of
branch policy and procedure (reference no. 700:02 Policy and Procedure Manual)
it is the responsibility of functional teams to consistently review and record
policy changes. The terms of reference for functional teams was reviewed in Q1
2009 and the specific responsibility for policy and procedure review will be
documented to improve consistency in practice.

Page 32 Office of the Auditor General 2008 Annual Report



Audit of the Long Term Care Branch ((OITCIWCI

Recommendation 11

That the Branch develop a consistent policy regarding meeting protocols and
records retention practices, including a standard meeting agenda format, a
minute template to be used for all meetings and a master schedule with the
various committees planned on an annual basis and distributed for reference.

Management Response

Management agrees with this recommendation. To meet accreditation
requirements there are terms of reference in place for all committees of the LTC
branch. The last review was completed in 2007. LTC will review the use of
master templates across the branch versus across homes in Q1 2009. LTC will
consider the expansion of master home schedules to a master branch schedule.
As a result of this review, the branch may need to request funding in the next
budget for an FTE to fulfill this function.

Recommendation 12

That the Branch adopt the practice that has been employed at Champlain for the
“Journal interne Soins infirmiers”.

Management Response

Management disagrees with this recommendation. There are branch and home
templates for staff, resident and family newsletters. The practice at Champlain
represents a diversion from branch policy and a duplication of work. This
practice represents an inconsistency in staff communication and the branch
director would like to see it discontinued by Q4 2008. Elements of the
Champlain newsletter will be incorporated into the templates. The required
process will be documented as part of a long term care comprehensive
communication program for staff.

Recommendation 13

That the Branch review its purchasing practices to ensure that appropriate
segregation of duties, documentation and settlement processes are implemented.

Management Response

Management agrees with this recommendation. LTC and Financial Services have
conducted a review of the branch’s purchasing practices and have implemented
appropriate segregation of duties or mitigating controls.

Recommendation 14

That the Branch review its use of procurement cards and approval processes to
ensure compliance with the corporate Purchasing Policy, including requiring any
cardholders who allow others to make charges to their card to provide the
appropriate written authorization.
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Management Response

Management agrees with this recommendation. As stated in the corporate
purchasing card policy and procedures, cardholders shall not share their cards
with other individuals unless their director has given written approval, in order
to meet operational needs of the department. LTC is now in compliance with
this procedure as the management team have provided written authorization to
the store person to place orders on their behalf. In order to minimize any
additional future risks, the branch has implemented an internal policy whereby
all orders placed by the store person will be processed against their purchasing
card. The purchasing card is then reconciled and approved on a monthly basis
by the store person’s manager and Financial Services as outlined in the
purchasing card procedures.

The Auditor General also noted in the audit report that items were purchased
without competitive quotes. Competitive quotes were not required as the
purchases were of an urgent nature and were of a small dollar value.

LTC implemented a cooperative purchasing process in 2007 through a
consolidation of the request for tender process across the homes. Purchasing for
medical supplies, food and environmental services is coordinated through
standing offers.

Recommendation 15

That the City complete the procedures in the Managers Tool Kit and combine the
various manuals into one key binder as well as update the Ozone intranet site.

Management Response

Management disagrees with this recommendation. The ‘LTC Managers Tool Kit’
was developed as an orientation tool for new managers in LTC. The toolkit is a
reference manual, not a policy and procedure manual and refers managers to
Ozone for various types of information. The toolkit is updated regularly, as new
information becomes available via e-mails to managers. It is the individual
responsibility of each manager to insert the revised information into their
respective manual. This process will be reviewed and the reassignment of this
task to the same responsibility centre for revisions to other policy and procedures
manuals in each home will be considered. The toolkit has been shared at a
departmental level. It is outside the scope of authority for the LTC branch to
make this toolkit a corporate resource.

Recommendation 16

That a standardized work planning process be established across the Branch in
order to roll up to the Branch-wide short and long term planning framework and
that this process be developed in line with the City and CPS Department
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planning frameworks and include both a reporting as well as a communication
strategy.

Management Response

Management agrees with this recommendation and this is current policy. LTC
has used a balanced scorecard approach to work planning since 2005. Every year
LTC reviews corporate and departmental directions and priorities and
incorporates these into branch-level planning. As an example, in 2008 LTC
revised the balanced scorecard to reflect the City’s direction toward service
excellence and the departmental direction of customer service.

The LTC strategic planning and work plan development process, coupled with
revision of performance measures is conducted as a collective every fall. This
step is followed by the development of home-based work plans that reflect the
major priorities of the LTC branch. LTC has a quarterly reporting process for the
status of achievement on the branch work plan. This information is
communicated at quarterly branch meetings and monthly general staff meetings.
It is also communicated as an on-going component of the LTC accreditation
process. The specific templates to be used will be added as supporting
documentation to policy and procedure 700:34: Quality Management to increase
consistency in the work plan templates.

Recommendation 17

That the Branch and FSU develop a consistent mechanism to analyze the gapping
requirement against the Service Delivery Model and quality indicators such that
the impact of the practice on residents can be assessed.

Management Response

Management agrees with this recommendation. A new corporate Vacancy
Allowance policy has been approved by Executive Management Committee,
which established a gapping rate of 1.6% per department. LTC, Financial
Services and Human Resources will enhance current gapping reports to improve
gap analysis so that quality indicators such as impact of the policy on service
delivery can be assessed. This will be implemented by Q4 2009.

Recommendation 18

That the Branch and FSU develop a preferred accommodation policy and
associated procedures to be shared with the Community Care Access Centre in
order to provide clarity and an avenue for communication to continue to improve
preferred revenue income.

Management Response

Management disagrees with this recommendation. LTC currently has policies
and procedures in place to notify the Community Care Access Centre when bed
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vacancies arise. This policy has been shared with the CCAC to ensure that
preferred accommodation is maximized. It requires that the type of
accommodation available (preferred or basic) be identified at the time of
notification.

LTC complies with regulation 39.0.1 under the Homes for the Aged and Rest
Homes Act which states that, “a home shall ensure that no more than 60 per cent
of the bed capacity of the home is set aside as preferred accommodation”.
Collectively, preferred accommodation revenue was at 96% for 2006, 97% for
2007 and is at 99% as of the end of August 2008.

Recommendation 19

That, as part of the implementation of Goldcare, the Branch and FSU develop
new reports or views from Goldcare to provide electronic census reports
including flags to assist the social workers with bed moves to maximize
preferred accommodation revenues.

Management Response

Management agrees with this recommendation. New reports have been
developed and implemented to assist social workers to ensure that preferred
accommodation revenue, which is currently maximized, will continue to be so
into the future.

Recommendation 20

That the Branch and the FSU confirm its knowledge of the eligible expenses in
each envelope on a regular basis and analyze these costs on a vertical and
horizontal basis (between homes, between years and externally to other homes).

Management Response

Management agrees with this recommendation. Both Financial Services and LTC
staff are aware of and understand the eligibility of expenses within each funding
envelope. Annual third party audits are performed on expenditures to ensure
compliance with specified ministry guidelines. Increased reporting and analysis
of expenses within the funding envelopes will be undertaken by the branch, in
conjunction with Financial Services, and will be implemented by Q2 2009.

Recommendation 21

That the Branch develop a comprehensive project plan for the Goldcare
implementation with key milestones and deliverables, including regular
reporting on its status, results and training activities as well as specifying years
to payback of the system.
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Management Response

Management agrees with this recommendation and a project plan, developed by
the branch, IT and the vendor is currently in place.

A project plan has been in place since the project started for ongoing
implementation and development. A branch steering committee and user group
were established post implementation (Q4 2008). These teams meet on a
quarterly and monthly basis as per their respective terms of reference to address
emerging issues and to identify new opportunities as the software version
upgrades are introduced. Status reports are provided as part of the standing
agenda items to the branch management team.

Recommendation 22

That the Branch benchmark their Case Mix Measure prior to the implementation
of Goldcare including the subsidy against post Goldcare implementation.

Management Response

Management agrees with this recommendation and it is current practice. The
LTC branch has tracked the Case Mix Index and Case Mix Measure across the
four homes for the past seven years and has continued to do so following the
tirst phase of Goldcare implementation, which was completed in May 2008. This
documentation is distributed to administrators and managers of Resident Care
annually. Of note, is that as of Q4 2009 CMI will no longer be used to evaluate
residents in LTC homes. This program conversion is in phase 6 of a provincial
conversion to the Resident Assessment Instrument-Minimum Data Set (RAI-
MDS). City homes will be participating in the provincial RAI-MDS program and
will no longer receive CMI and CMM results.

Recommendation 23

That the Branch forward a copy of the High Intensity Needs claims to the FSU in
order to improve accounts receivable practices and allow for proper
reconciliation.

Management Response

Management agrees with this recommendation. A process for reconciliation of
High Intensity Needs claims against Ministry revenue was developed and
implemented as part of the first phase of Goldcare implementation, which was
completed in May 2008.

Recommendation 24

That the Branch review the High Intensity Needs policy against internal practice
to determine if there are additional cost recovery opportunities for the home.

Office of the Auditor General 2008 Annual Report Page 37



((OITCIWCI Audit of the Long Term Care Branch

Management Response

Management agrees with this recommendation. The branch conducts this
practice on an annual basis to ensure all cost recovery opportunities are
maximized. This practice will be documented in the Q1 2009 review of the terms
of reference for the functional teams.

Recommendation 25

That the Branch coordinate grant program submissions and assist home
management with the response.

Management Response

Management agrees with this recommendation and it is current practice. The
ongoing practice is to coordinate grant submissions through the LTC branch
management team. This practice was introduced in 2004 to maximize the homes’
ability to access newly announced funds through the provincial nursing strategy.
Upcoming funding opportunities are discussed at branch management team, an
administrator is selected to coordinate the application on behalf of the branch
and a central application is submitted. In some cases the Ministry of Health and
Long Term Care requires an individual home submission and this requirement is
assessed with each new funding opportunity. This process has continued since
2004 and is now used for other central applications, such as research due to the
success the branch achieved in accessing funds with a centralized process.

Recommendation 26

That the Branch determine the appropriateness of the allocated costs, document
the method of allocated administration costs and ensure that proper
documentation is available for audit.

Management Response

Management agrees with this recommendation. Costs are allocated as per
Financial Information Return (FIR) guidelines. The allocation methodology will
be documented and kept on file for LTC staff and future audit requirements. This
will be implemented by Q3 2009.

Recommendation 27

That the Branch, in concert with the FSU, develop policies and procedures for the
management of trust accounting that are reflective of MOHLTC program
standards and provincial legislation and regulations and which clearly define the
accountabilities and responsibilities of the Branch and the FSU.

Management Response

Management agrees with this recommendation. LTC and the FSU currently
comply with policies and procedures regulated under the Homes for the Aged
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and Rest Homes Act. Each year a third party financial audit is conducted to
ensure compliance with specified ministry guidelines.

Financial Services and LTC will formalize and document current policies and
procedures by Q4 2009.

Recommendation 28

That the Branch update the admission agreement to include charges of
accommodation fees to the trust, as well as all other fees, authorized by residents’
initials.

Management Response

Management agrees with this recommendation. Prior to this review, the
admission agreement listed the services provided by LTC which the resident or
power of attorney accepted as a whole. The admission agreement has now been
updated to include areas adjacent to each service to be initialled upon admission.

Recommendation 29

That an annual review process be undertaken for each resident/family to ensure
that the fees charged to the trust are agreed to.

Management Response

Management agrees with this recommendation. Currently, each resident/family
receives a monthly statement outlining balance remaining, fees charged and
closing balance of their trust account. In addition, commencing for the 2008 year-
end, Financial Services will provide a consolidated annual statement for review.

Recommendation 30

That, at least annually, residents and families be surveyed on their financial
experience in order to assess client service of the FSU.

Management Response

Management agrees with this recommendation. This is incorporated in the
annual resident satisfaction survey that has been undertaken since 2001 as part of
the OMBI reporting process.

Recommendation 31

That Management review the interest policy for trust accounts to determine if
there are some increased interest income opportunities for residents.

Management Response

Management agrees with this recommendation. The Homes for the Aged and
Rest Home Act (Regulation 637) limits the type of investments that trust accounts
can enter into as it requires that funds are accessible by residents at all times. The
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resident trust accounts meet the requirements to have funds on demand and
currently generate a return of prime less 1.75%, which is the most competitive
rate on the market, as confirmed with the City’s financial institution.

Recommendation 32

That Management review the signing authority with respect to the trust and the
practice of closing off trust accounts and that improved controls over cheques be
implemented.

Management Response

Management agrees with this recommendation. Signing authority for trust
accounts has been implemented and forms part of the admission agreement.

The Auditor General states that control over cheques issued could be improved
as cheques were found to be in open view. Financial Services operates in a
secured area and cheques are locked away when not in use.

Recommendation 33
That the Branch review its accountability framework as it relates to financial

requirements and move to an integrated budgeting approach in conjunction with
the CPS Department and City as a whole.

Management Response

Management disagrees with this recommendation. The Auditor General has
concluded that Corporate Finance provides guidelines and parameters for
budgets and this practice leaves fewer opportunities for decision-making at the
branch level. Management receives budget guidelines and parameters from City
Council, not Corporate Finance. Yearly targets are identified through the branch
hierarchy and are then reviewed at a branch/departmental level prior to being
presented in the draft budget.

The Long Range Financial Plan also allows the branch to identify required needs
within the City Operations department and the City as a whole.

Recommendation 34

That the Branch undertake an annual review be to assess potential efficiencies as
well as revenue opportunities.

Management Response

Management agrees with this recommendation. An annual efficiency review is
current practice. The first review was conducted through the Branch Process
Review Program (BPRP) process in 2007 and included external benchmarking.
LTC is currently concluding its second annual review through a Strategic Branch
Review (SBR), which will be completed by the end of Q4 2008.
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Recommendation 35

That the Branch move towards multi-year budgets taking life cycle costs and long
term cost of capital into account in conjunction with PSAB compliance.

Management Response

Management agrees with this recommendation. LTC, along with all City
branches participate in the annual budget process. Multi-year capital budgeting
including lifecycle costing has been the practice since the City amalgamated and
multi-year operating budgets were introduced in 2008.

Recommendation 36

That Branch operating budgets continue to be prepared on a per resident per day
basis and that results be monitored for both expenses and revenues on that basis.

Management Response

Management agrees with this recommendation. The current practice is to
prepare operating reports on a per resident per day basis so that results are
monitored for both expenditures and revenues.

Recommendation 37

That Branch capital budgets be prepared on a life cycle cost basis to ensure that
all costs are included in every capital project.

Management Response

Management agrees with this recommendation. While LTC receives a set
allocation for minor capital, a lifecycle approach linked with the homes’
preventative maintenance program, is used to identify capital replacement
priorities across the four homes. These include: medical equipment, furniture,
kitchen equipment, etc.

Recommendation 38

That the Branch and FSU collaborate to develop useful and timely variance
reporting.

Management Response

Management agrees with this recommendation. Current practice is to provide
monthly operating and capital reporting and ad hoc variance reporting as
required. Financial Services will continue to review and develop the reports
provided to ensure their effectiveness.
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Recommendation 39

That the Branch in conjunction with the FSU develop an internal control
framework with a full range of control policies including accounts receivable,
inventory and tangible capital assets.

Management Response

Management agrees with this recommendation. Corporate policies are being
developed on an ongoing basis as part of the Financial Control Framework.
Accounts receivable policies are in place, however, are not fully documented.
Proper documentation will be implemented by Q3 2009. With respect to tangible
capital assets (TCA), the branch has postponed a fixed asset review until the new
TCA protocol has been developed. Once the TCA protocol has been
implemented appropriate counts and itemization will occur. Finance will
comply with the PSAB 3150 requirement, coming into effect on 1 January 2009,
for reporting on 2009 financial statements by mid 2010.

Recommendation 40

That the Branch review its payroll and scheduling process to determine if access
cards can assist in payroll reconciliation.

Management Response

Management agrees with this recommendation. LTC and Human Resources will
review the payroll and scheduling process to determine if access cards can assist
in payroll reconciliation by the end of Q3 2009.

Recommendation 41

That the Branch work with the FSU to improve financial reporting and ensure
PSAB compliance.

Management Response

Management agrees with this recommendation. Financial Services will continue
to provide monthly operating and capital reports and ad hoc variance reporting
as required. Finance will comply with the PSAB 3150 requirement, coming into
effect on 1 January 2009, for reporting on the 2009 financial statements by mid
2010. New reporting standards are currently being developed by Financial
Services and training of appropriate staff has commenced.

Recommendation 42

That the Branch review the need to staff a full time hairdresser in each home and
the possibility of a contracted service (respecting the collective agreement).
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Management Response

Management agrees with this recommendation. The City has a collective
agreement provision that prevents contracting out of this service. LTC and
Human Resources will work with the union to explore the possibility of
exempting this service from the contracting out provisions in the collective
agreement.

Recommendation 43

That the Branch review the food costs and recovery rates for Meals on Wheels,
family meals, etc. to determine the appropriate rates.

Management Response

Management agrees with this recommendation. An annual review and contract
process is currently in place. The annual process involves a review of food costs
in long term care and considers any provincial increases that have been made to
raw food.

Recommendation 44

That the Branch review its fundraising activities to assess possible revenue
sources on behalf of residents.

Management Response

Management disagrees with this recommendation. The homes do not have a
fundraising role. However, commencing February 2009, LTC will have staff
representation on the new Long Term Care Prosperity Fund Board of Directors.
This is a new community-based initiative with the intent to leverage community
funds for supplemental long term care programs.

Recommendation 45

That the Branch ensure the most current admission agreement form is utilized for
all new admissions across the homes.

Management Response

Management agrees with this recommendation and will ensure compliance with
the current policy to use the updated form available on Ozone. A process has
been in place since 2007 whereby current agreements are posted on Ozone to
ensure admission agreement forms are consistent across all four homes.

Recommendation 46

That the FSU implement quality assurance measures to review admission
documentation received from the social workers from each home including an
admission checklist to ensure documentation is complete and an annual review
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process of the resident business files with a full trust and accommodation
statement.

Management Response

Management agrees with this recommendation. A process to ensure
completeness of the resident business files has been implemented. As well, trust
and accommodation statements will be placed on file annually.

Recommendation 47

That the Branch develop improved access card procedures, particularly with
respect to the issuance of cards to residents/families and to the processes for after
hours cancellation.

Management Response

Management disagrees with this recommendation. Effective procedures are
currently in place with respect to access cards. In addition, there is a process in
place for immediate cancellation of cards after hours. The Power of Attorney for
personal care has the authority to contact the Home’s administrator to verbally
change the access hours for a card during a situation of end of life care. The
facility charge nurse has the authority to contact the administrator or their
designate to authorize a change in card access after hours as per policy and
procedure (reference no. 750:25 Access cards - Families and Residents). This
policy will be reviewed with staff in Q2 2009.

Recommendation 48

That the homes provide access to the vestibules of the buildings in a manner that
does not compromise the security of the building.

Management Response

Management agrees with this recommendation. LTC has previously investigated
this possibility with Corporate Security and will revisit it again in Q2 2009. To
mitigate the potential risk to residents from exposure to heat or cold, an access
card is required to exit the homes, thereby reducing the likelihood that a resident
cannot regain entry to the building. Furthermore, a doorbell is presently in place
that rings at reception or to the charge nurse’s cell phone to allow for timely
access.

Recommendation 49

That the Branch implement policies regarding vendor access in unsecured and/or
unmonitored areas of the building including notification to reception when
vendors are in the building.
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Management Response

Management agrees with this recommendation and will ensure compliance with
current policy. Current practice is that staff accompanies unauthorized vendors
as indicated in (policy and procedure reference no. 700:21: Security -
Salespeople, Contractors, Trades people).

Recommendation 50

That the Branch review its health and safety terms of reference in light of the
stipulations for workplace inspections with the Occupational Health and Safety
Act.

Management Response

Management agrees with this recommendation. A comprehensive review was
completed in 2007 and LTC branch practices were found to be compliant. As part
of the regular review process, Occupational Health and Safety will review the
terms of reference with LTC and will recommend and/or complete a revision
where required, by the end of Q2 2009.

Recommendation 51

That during the next round of strategic planning for CPS, the Branch take on a
more active role to ensure the vision of the Branch is reflected in the CPS Plan.

Management Response

Management disagrees with this recommendation. LTC is actively involved in
departmental planning and believes that the branch vision is adequately
reflected in the City Operation department’s plan. Since 2001, LTC has had a
strong focus on resident/customer satisfaction. Both the departmental and
corporate plans reflect this vision.

Recommendation 52
That the business planning processes, reporting mechanisms and business plan
format used by the Branch and homes be standardized, including quarterly
reviews of the business and departmental plans and variance analyses to ensure
early corrective actions.

Management Response

Management agrees with this recommendation. This process is already in place,
has been supported by the FSU since 2006 and will be formally documented by
Q3 2009 to ensure consistent practice.
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Recommendation 53

That the Branch continue to perform an indicator needs analysis on an annual
basis based upon quality management activities to ensure relevance of Balanced
Scorecard indices.

Management Response

Management agrees with this recommendation and it is current practice. An
annual review process has been in place since LTC implemented the balanced
scorecard approach in 2005. The branch will continue to perform an annual
review of indicators as a part of this existing process that includes participation
from all management levels in long term care. All managers have an opportunity
to raise issues with indicators at their monthly functional team meetings, at
quarterly LTC meetings and at the formal annual review of the balanced
scorecard process. These submissions can be written or verbal. In the Q4 2009
review of terms of reference a documented requirement for a written submission
of indicators will be considered.

Recommendation 54

That, as part of the implementation of Telestaff, the practice of generating staff
models reports be established.

Management Response

Management agrees with this recommendation and confirms that it is part of the
implementation plan. This is included in the phased implementation plan for
Telestaff. Homes already implemented are currently receiving reports. Regular
management reporting mechanisms will be fully established by Q3 2009.

Recommendation 55

That the Branch assess the risk of absence of the sole staff member responsible
for the Balanced Scorecard indicators and respond with an appropriate
contingency plan.

Management Response

Management disagrees with this recommendation. This function is not that of a
sole staff member. All managers are responsible for entering their program data
into the balanced scorecard templates and there is a manager with oversight
responsibility for the program. To date there have been no issues with this
approach, which is reviewed annually as part of strategic and operational
planning process.
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Recommendation 56

That respective roles and responsibilities of the FSU, RPAM, Employee Services,
Branch staff and home staff be documented within a service agreement with
performance standards and expectations.

Management Response

Management agrees with this recommendation. Service level agreements
currently exist, but will be updated to reflect specific roles and responsibilities,
performance standards and expectations.

Human Resources will work with LTC to update their service level agreement by
the end of Q2 2009. RPAM will begin work with LTC to develop a service level
agreement in Q3 2009. With respect to the FSU, roles and responsibilities will be
documented as organizational restructuring develops. This will be completed by
Q1 2010.

Recommendation 57

That the orientation program provided for new City Councillors incorporate a
segment that outlines their responsibilities under the LTC Act and the OHS Act.

Management Response

Management agrees with this recommendation. As part of the next new
Councillor orientation program, LTC will review information provided and will
ensure that materials are updated to reflect any changes with respect to the new
Long Term Care Homes Act by Q3 2010. In addition, Occupational Health and
Safety (OH&S) will incorporate an overview of the employer's responsibilities
under the OH&S Act.

Recommendation 58

That performance reviews be completed on a regular basis to assess training
requirements and re-establish commitments and set goals for the upcoming
years.

Management Response

Management agrees with this recommendation. Current practice is that annual
performance reviews are completed for full-time CUPE 503 and CIPP staff and,
every two years for part-time and casual CUPE 503 staff. A staff performance
review database is maintained to ensure targets are met and managers are
provided with a monthly report listing performance appraisals due for the
month. Performance appraisals for supervisors and managers include an
expectation for performance appraisal completion with staff and outcomes are
monitored through this process. A pilot project was initiated at Armstrong Home
in Q4 2008 to submit the training and development plan portion of all staff
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performance appraisals to the coordinator of training and development to
facilitate an analysis of the types of issues identified in developmental plans.
Pending the outcome of this pilot project, changes to the process will be
introduced to all homes in Q1 2010.

Recommendation 59
That, following the implementation of Telestaff, the Branch and FSU work
together to produce staffing reports to measure against effectiveness of the
Service Delivery Model.

Management Response

Management agrees with this recommendation. LTC, Financial Services and
Human Resources will develop reports to measure service delivery model
effectiveness following implementation of Telestaff in Q3 2009.

Recommendation 60

That quality management plans and initiatives be discussed regularly at the
Branch level to establish their standardized requirements and to promote
consistency amongst homes.

Management Response

Management agrees with this recommendation. Quality management plans have
been reviewed quarterly at branch management team meetings and annually in
concert with home managers since 2007. The quality management program is
documented in policy and procedure 700:34 and was revised in Q1 2009 to reflect
changes to the balanced scorecard program reporting process.

Recommendation 61

That the Branch and its homes continue to utilize quality management indicators
to inform their reviews of policy and practice and that a routine review of the
indicators be undertaken to ensure that they remain relevant to the organization
as measures that assist in the monitoring of care and service quality, and mitigate
the potential for undue risk.

Management Response
Management agrees with this recommendation.

Quality indicators are reviewed quarterly and work plans are established
annually, and as part of the of the three-year accreditation process. The quality
management program is documented in policy and procedure 700:34 and was
revised in Q1 2009 to reflect changes to the balanced scorecard program
reporting process.
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Recommendation 62

That the Branch continue to explore cost effective methods to gain access to
industry best practices with planned implementation of these practices
throughout the organization.

Management Response

Management agrees with this recommendation. LTC undergoes an annual
efficiency review and participates in OMBI. A recent realignment of the
supervisor of Resident Care position in each home to the coordinator of Best
Practice will allow a broader sector and interdisciplinary approach to these
annual reviews and will include such components as provincial and national
associations, content experts, conference proceedings, literature reviews and peer
reviewed journals.

Recommendation 63

That the Branch continue their current active involvement and encourage others
to become involved in local seniors’” and long term care issues so that the City’s
LTC visibility is promoted.

Management Response

Management agrees with this recommendation and this is current practice. For
the past four decades, LTC has led senior’s initiatives and participated in long
term care sector partnerships and community partnerships, such as Successful
Aging Ottawa, the United Way/Centraide Seniors Impact Council, the Senior’s
Agenda, the Champlain Dementia Network and the Regional Geriatric Advisory
Committee to improve the role of LTC and promote research and best practice in
City LTC homes. This leadership role has traditionally been the responsibility of
the Director LTC and will be continued wherever possible within current statfing
and management levels.

Recommendation 64

That the Branch review training requirements in light of mandatory
requirements as well as professional practice.

Management Response

Management agrees with this recommendation and the current practice will be
formally documented as a policy to ensure consistency. Mandatory training is
reviewed annually to ensure it is up-to-date with current practice. Professional
training is reviewed annually to ensure regulatory requirements are met.
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Recommendation 65

That the Branch review the requisite skills and roles of the social worker position
to determine the best use of this staff position from the joint perspectives of its
contribution to the interdisciplinary care to residents and cost effectiveness.

Management Response

Management agrees with this recommendation. This position is presently under
review to identify the elements of the position that are administrative and the
elements of the position that draw on social work expertise. Job evaluation
results are expected to be complete by Q1 2010.

Recommendation 66
That more cooperative purchasing be pursued across all homes.

Management Response

Management agrees with this recommendation. LTC implemented a cooperative
purchasing process in 2007 through a consolidation of the request for tender
process across the homes. Purchasing for medical supplies, food and
environmental services is coordinated through standing offers.

Recommendation 67

That project plans for the Goldcare and Telestaff projects be developed to
include successes to date, milestones, training and deliverables with a view to
facilitating timely implementation processes.

Management Response

Management agrees with this recommendation. Project plans for the Goldcare
and Telestaff projects were developed by long term care to secure initial project
funding and support from IT services.  Telestaff has a multi-phase
implementation plan, which will be completed by Q3 2009. A steering
committee has been established to identify strategic opportunities and areas for
policy development with regard to the ongoing use of the Goldcare system. In
addition, a Goldcare user group has been established to support staff in the
resolution of ongoing user issues and to identify additional user requirements
related to annual software upgrades.

Recommendation 68

That upon implementation of the Telestaff system, the Branch and FSU work
together to develop a regular schedule of reports and variance analyses that will
assist managers in determining appropriate staffing levels.
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Management Response

Management agrees with this recommendation. LTC, Financial Services and
Human Resources will develop reports to measure service delivery model
effectiveness following implementation of Telestaff in Q3 2009.

Recommendation 69

That the various survey tools be reviewed on a regular basis to ensure the
questions are generating meaningful, useful information and to determine the
relevance of the content for service improvement purposes across all operational
domains.

Management Response

Management agrees with this recommendation. Survey tools, such as the
resident satisfaction survey, the staff needs assessment survey, the palliative care
survey, the admission survey, etc. are reviewed on an annual basis before they
are re-implemented. As an example, in 2008 the resident satisfaction survey was
modified to allow more detailed information in specific service areas to allow
managers to capture specific program data to facilitate modification of their
program offerings.

Recommendation 70

That the Branch and FSU engage in discussions with the PSAB lead at the City to
assess the impact on LTC reporting in a full accrual accounting environment.

Management Response

Management agrees with this recommendation. Discussions have already taken
place and will continue into the future to ensure that PSAB 3150 requirements
are met prior to the 2009 reporting of financial statements by mid 2010.

Recommendation 71

That the Branch, in consultation with RPAM, develop a long-range asset
management plan that encompasses a replacement plan over a minimum 20-year
horizon for all buildings and equipment.

Management Response

Management agrees with this recommendation. As the corporate landlord,
RPAM has conducted the necessary condition reviews on Carleton Lodge, Centre
d’Accueil Champlain and Peter D. Clark Home in order to establish a long-range
capital lifecycle renewal plan and comprehensive asset management plan for the
City’s long term care facilities. The results of these condition reviews have been
factored into the overall lifecycle renewal plan over the next 20 years with a
significant investment already being made, most notably, at Carleton Lodge. As
it is a newer facility, a condition review of the Garry J. Armstrong Home will
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take place in five years time and the result will be incorporated into the overall
lifecycle renewal program.

Recommendation 72

That the Branch implement an inventory management system, including food
management and medical supplies inventory.

Management Response
Management agrees with this recommendation.

The City is committed to protecting the assets of the corporation. Operational
directors within the corporation are accountable for the control and safeguard of
City assets they use in the delivery of services and are in the best position to
align appropriate controls with their operational requirements. This is clearly
stated under ‘Management Responsibilities” within the City’s Code of Conduct
where it states: “The management of the City is accountable for protecting the
assets of, and the public trust in, the City. Towards this end, management must
make every effort to establish and maintain adequate systems, procedures and
controls to prevent and detect fraud, theft, and breach of trust, conflict of interest,
bias and any other form of wrongdoing.”

There are corporate policies in place covering the capitalization, depreciation,
identification, accounting, recording and safeguarding of City assets and
inventory and these are clearly outlined in the responsibilities within the
corporation. The food, medical supplies or other consumable materials used by
the LTC branch are items expensed during the year and are not within a major
asset class and do not go into a stores inventory system. The significant majority
of these supplies and materials are purchased on a “just in time basis”, are
expensed and immediately consumed or used. Those items relate to purchases
made in the delivery of LTC services and are not appropriate items for inclusion
in inventory.

Notwithstanding, LTC in conjunction with Financial Services will review the
current systems and will implement, where necessary, an inventory management
system, additional controls or mitigating measures to limit risk. Funding
requirements will be identified in the 2010 budget. This will be implemented by
Q3 2010.

Recommendation 73

That the Branch and its education coordinators revisit the attendance target for
in-service training and explore the best practices that have been developed by
other homes to facilitate the comprehensive, cost effective strategies for
delivering the MOHLTC mandatory training sessions to all staff on an annual
basis.
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Management Response

Management agrees with this recommendation and a review is underway. In an
effort to continuously improve delivery and effectiveness of mandatory training
programs, management is presently reviewing the delivery model. A
recommendation regarding possible changes will be brought to branch
management team in Q2 2009.

Recommendation 74

That the Branch develop a comprehensive staff development trainers’ manual
with comprehensive training profiles for each in-service topic.

Management Response
Management agrees with this recommendation and it is being implemented. LTC
will consolidate existing training programs, develop a comprehensive manual

which includes all items covered in general staff orientation, and will post it on
Ozone by Q4 2008.

Recommendation 75

That the Branch develop a Staff Investment Strategy Framework to guide the
home-specific training efforts and to align scarce resources for staff development
effectively.

Management Response

Management agrees with this recommendation. The Learning and Growth
Committee identifies training needs through the annual staff needs assessment.
The Learning and Growth team submits an annual training plan for approval to
the branch management team. The priority for funded staff attendance at
training is established based on needs identified in this annual plan.

Conclusion

The LTC Branch and its four homes provide quality resident-centred care and
services. Furthermore, the homes have put into practice the Resident Bill of Rights,
they reflect adherence to the MOHLTC compliance standards and consistently
follow, for the most part, the Branch policies. Although the homes, on occasion,
were found to have unmet standards, the compliance issues were addressed in a
timely and appropriate manner with the exception of mandatory in-service training
sessions on an annual basis for 100% of staff and Food Service Worker Certification.
There are examples of innovation and creative program development within the
Branch and at specific homes. These advances and successes in care and service
practices routinely shared across the organization for implementation as new best
practices. There remain, however, notable differences between homes despite
significant, ongoing standardization efforts.
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With respect to the trust and accommodation accounting performed by the FSU,
there are significant deficiencies in records management. Although there have been
few complaints, the lack of policies and written procedures as well as documentary
evidence poses risks for the City. These practices need to be reviewed in light of the
MOHLTC program standards and the Trust Act. The practices should be revised to
ensure proper and thorough documentation is present in all resident files. A new
satisfaction survey should be developed to measure the success of these initiatives.

The Branch should review its financial management and accountability framework.
There is an inherent lack of inventory/asset controls as well as limited oversight
and long term vision in this area. There is lack of adequate reporting mechanisms
available to the management to ensure proper prudence and probity over public
funds. Budgetary processes have not embraced modern comptrollership practices
and tend to be developed from a top down approach rather than involvement from
various levels of management. Furthermore, budgets are developed based upon
affordability rather than need and do not reflect life cycle costs or capital plans over
the long term.
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Audit of the Children’s Services Division

3.3 Audit of the Children’s Services Division
EXECUTIVE SUMMARY

Introduction

The audit of the Children’s Services Division was included in the 2008 Audit Plan of
the Auditor General, first presented to Council in May 2007.

Background

At the time of this audit, the Children’s Services Division (CSD) was part of the
Parks and Recreation Branch (the Branch). CSD administers the child care program
at the City of Ottawa. CSD’s mandate is to ensure that quality, affordable child care
is available to the residents of the City of Ottawa. CSD works in consultation with
the child care community on policy development issues to ensure the quality and
safety of available services and to plan for the development of efficient services in
the future.

The table below summarizes the CSD budgets and expenditures for 2006-2008.

2006 2007 2008
Budget Actual Budget Actual Budget Actual
FEE SUBSIDY $51,726,840] $52,436,889| $52,157,062| $51,423,836| $53,076,564| $51,077,542
CHILD CARE ADMINISTRATION $3,090,943| $2,978,298| $2,969,428| $3,045,567| $3,061,759] $3,273,276
CHILD CARE ONTARIO WORKS $4,370,844| $4,274,473| $4,338,111] $4,243,064] $4,399,585| $4,478,274
WAGE SUBSIDY, SPECIAL NEEDS & EARLY YR $20,550,872| $20,771,623| $20,925,867| $19,901,053| $20,549,180] $20,615,652
BEST START $6,557,132|  $3,920,861] $7,614,389] $9,898,065| $10,581,232| $10,812,022
CC SMALL WATER WORKS $0 $99,515 $0 $70,730 $70,730 $70,730
TOTAL $86,296,631| $84,481,659| $88,004,857| $88,582,315 $91,739,050| $90,327,496

The role of the CSD includes the management of subsidy programs and the
provision of funding to community child care agencies. Although municipalities
are given wide discretion in the manner in which they implement the various
programs; all standards and regulations are set by the Province in order to ensure
accountability, openness and fairness in allocation of child care subsidies and
spaces while ensuring rigorous stewardship of these resources. The Ministry of
Children and Youth Services approves licensed spaces under the Day Nurseries
Act.

Child care programs fall within two broad categories: licensed and unlicensed. The
Fee Subsidy Program provides child care fee subsidy / assistance for parents that
are eligible within licensed child care programs. Ontario Works Child Care
(OWCC) clients, through OWCC funding, are eligible for both licensed child care
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spaces (not subsidized) and OWCC formal and informal child care funding
payments. To be eligible for subsidy, parents must be participating in approved
employment assistance activities unless the child or parent has a special need or the
child has a social need.

At the City of Ottawa, informal child care funding is available only to Ontario
Works clients. OWCC funding is administered by CSD while Ontario Works
financial assistance is administered by the Employment and Financial Assistance
(EFA) Branch. Clients must fill out an application form in order to be considered
for subsidized day care. An income test and social criteria determination approach
is subsequently utilized in order to determine whether the client is eligible. As
OWCC clients usually need child care quickly in the evening, overnight and
weekends, the City, through OWCC informal funding will provide OWCC informal
payments to fund informal child care situations or utilize the Municipal Home
Child Care Program. However, the City policy supports the promotion of licensed
child care. If spaces permit, formal subsidized child care is offered and provided by
a licensed child care agency. The key differences between the three options are as
follows:

a) Informal child care - These situations involve private provision of child care
between two private citizens. The client receives the OWCC informal funding
via reimbursement of child care paid. Receipts are required to be filed with the
City as proof of payment.

b) Municipal Home Child Care Program- In these situations, the City directly
provides licensed home child care services and at times by soliciting the
collaboration of other licensed home child care agencies, enters into agreements
with home child care providers across the City to provide licensed home child
care. These providers are paid directly by the City with OWCC formal funding.

c) The Fee Subsidy Program provides child care fee subsidy / assistance for
licensed spaces under the Day Nurseries Act. When a space is available, the
client is income tested and subsidies are paid directly to the child care centre /
home child care agency if the client is eligible.

Limited financial assistance, under the child care subsidy, is available to families
living in Ottawa where the parents are working, looking for work, or going to
school and also meet certain financial requirements. According to the Fee Subsidy
Guidelines issued by the Ministry of Children and Youth Services, no family pays
more than the total cost of child care for all children. For example, if adjusted
income is $75,000 the family is eligible for subsidy as long as the daily cost is over
$48. The table below shows the daily parental fees based upon various levels of
income:
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$5,000-20,000 $0.00
$25,000 $1.92
$30,000 $3.83
$35,000 $5.75
$40,000 $7.66
$46,000 $13.41
$50,000 $19.16
$55,000 $24.90
$60,000 $30.65
$65,000 $36.40
$70,000 $42.15
$75,000 $47.89
$80,000 $53.64
$85,000 $59.39
$90,000 $65.13
$95,000 $70.88
$100,000 $76.63

Subsidy Coordinators are responsible for determining income and the related
parental fees based upon the criteria found in the O.Reg 262.

There are approximately 19,300 licensed child care spaces in the City of Ottawa.
CSD provides funding to over 200 child care agencies under the formal child care
program and over 7,200 subsidized spaces. The City has a large waiting list with
3,700 clients waiting for subsidized child care spaces. The full audit report provides
additional background information regarding the subsidized child care program in
Ontario.

In 2006, the City received a report to its Fraud and Waste Hotline alleging that the
majority of OWCC subsidies for informal child care were fraudulently obtained and
staff were aware of this fraud. No evidence of this fraud was discovered in the
audit conducted by the Office of the Auditor General in response to this Hotline
report. Recommendations flowed from the audit conducted in 2006 primarily with
respect to communication between CSD and EFA, documentation, internal controls
and processes. More recently, some concerns were raised by representatives of
child care providers regarding the distribution of child care spaces across the City
and the budgetary submission process utilized by the City to determine annual
subsidies. This audit provides observations and recommendations in these areas.

Audit Objectives

The audit was undertaken in order to provide a professional opinion on the overall
administration of child care subsidies as part of the Auditor General’s overall audit
plan. The audit is intended to provide an opinion on the openness, transparency
and fairness of the determination of child care subsidies as well as compliance with
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legislation and policies. Further, the audit is intended to assess the degree to which
CSD developed and implemented improved policies, procedures and
documentation requirements as a result of the recommendations contained in the
2006 audit conducted by the Auditor General with respect to OWCC subsidies. The
audit is intended to assess the fairness and transparency of the allocation of
subsidized spaces.

Audit Objective 1: To evaluate the degree to which the 2006 audit
recommendations from the Office of the Auditor General have been
implemented and documented.

a) Eligibility criteria for OWCC subsidies are documented and effective and
participation agreements are up to date.

b) Monthly receipts are received and verified by Subsidy Co-ordinators and
subsidies suspended when receipts are not provided.

c) Participation agreements and client status changes are communicated between
the CSD and the EFA and subsidies are adjusted in a timely manner.

d) Communications between the EFA Branch and the CSD with respect to OW
client eligibility are effective.

e) Child care provider authenticity is verified.

Audit Objective 2: To evaluate the effectiveness of the current internal control
framework based upon any changes undertaken by the CSD and the EFA Branch
since 2006.

a) Appropriate segregation of duties is evident and documented in policies and
procedures.

b) Internal Control Policy Framework includes such controls as segregation of
duties, mandatory vacations, rotation of duties and training. Policies are
adhered to by all sections of CSD and EFA Branch.

Audit Objective 3: To assess the degree to which the Branch is in compliance
with the Provincial directives including delivery standards and management of
the child care funding.

a) Policies are adapted in accordance with changes required by the Ministry of
Community and Social Services and Ministry of Children’s and Youth Services
or other governing bodies prior to effective date of regulatory/standard
changes.

b) City processes for policy changes are designed to respond to unexpected
legislative and standard changes.

c) City has implemented the regulatory changes required by August 1, 2008 with
respect to the implementation of the Ontario Child Benefit and Transition Child
Benefits.
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Audit Objective 4: To assess the extent to which the City has maximized its fee
subsidies and related cost of administration based upon the outcome based
performance measures.

a) Budgets are maximized and reconciled in accordance with Provincial guidelines.

Audit Objective 5: To evaluate the extent to which the City ensures open,
equitable and transparent access to the child care spaces across the City.

a) Subsidized spaces are allocated based upon fair and equitable policies and
procedures.

b) Child care providers are provided adequate and fair access to City staff
resources. Budget submission processes are consistent between providers and
years of service.

Audit Objective 6: To evaluate the budget submissions and process for Day Care
Service Providers to ensure equitable treatment between providers and overall
accountability of the Branch.

a) Budget submissions for child care agencies are consistent and benchmarks are
utilized to establish individual budgets.

Audit Objective 7: To assess the appropriateness of the organizational structure
of the CSD within the Parks and Recreation Branch.

a) The current organizational structure provides efficient and effective
administration and delivery of children’s services across the City.

Audit Scope

The scope of this audit focused on compliance with legislative authorities and
policies as well as financial management and controls. In particular, the audit
assessed the degree to which CSD has addressed the issues raised in the 2006 audit
and the effectiveness of any changes with respect to informal child care. As such,
the audit concentrated on client files for fiscal years 2007 and 2008. With respect to
the allocation of subsidized child care spaces and budgetary processes, the audit
included a review of budgetary submissions to assess trends and to gain sufficient
information to express an audit opinion. To this end, the audit assesses policies,
procedures, the allocation of spaces, the demographic information of child care
spaces and the waiting list.

Audit evidence was gathered within CSD, EFA, the Ministry of Children and Youth
Services (the Ministry) and the Corporate Financial Support Unit. As well,
interviews with child care agencies were undertaken to understand and assess the
budgetary submission process as well as the allocation methodology for subsidized
spaces.
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Sufficient and relevant audit evidence was gathered and analyzed through various
evidentiary techniques in order to express an opinion on compliance and financial
management of the CSD operations with respect to subsidies.

Summary of Key Findings

1. Currently, the City of Ottawa is the only Ontario municipality that allocates fee
subsidies to child care agencies rather than directly to clients. This methodology
has resulted in an under-utilization of fee subsidies and an overly complex
budgetary process. As well, due to the fact that the City allocates fee subsidies
to agencies rather than the client, those most in need are not necessarily
receiving subsidies. As income testing simply determines whether a person
meets the test, once this is the case and the client has found a subsidized spot,
they are eligible for subsidy. This means that a client may occupy a subsidized
space and yet receive little subsidy. This prohibits those who require significant
subsidies based upon lower income from obtaining a subsidized spot. CSD
should explore the elimination of the allocation of fee subsidies to child care
agencies in favour of a client based fee subsidy system.

2. The child care providers interviewed expressed general dissatisfaction with the
centralized waitlist system which is currently operated by Andrew Fleck Child
Care Services. Interviews conducted during the audit indicated that the child
care agencies that have been mandated to utilize the system find it complicated
and time consuming. The expectation of the waitlist provider is that the
agencies update the list each month. This expectation is unrealistic as the
agencies only review the list if they have a need. Agencies also indicated that
they are in fact doing the City’s job in many respects such as defining child care
alternatives and advising clients with respect to the day’s away policies. In most
cases, City staff do not provide these services and the agencies feel they are put
in a difficult situation.

3. The total number of licensed child care spaces within the City of Ottawa is
approximately 19,300. The total number of children waiting on the centralized
waitlist totals approximately 11,800. Based upon these statistics, it would seem
that, in order to meet the demand for licensed child care, it would require the
City to produce 61% more spots in order to fulfill the demand. However, it is
important to note that the waitlist is deceiving in three ways: (1) clients can
access the waitlist before the child has arrived; (2) the waitlist does not include
those looking for informal child care; and, (3) the waitlist is not regularly
updated to remove those who have found a child care space and therefore the
number does not accurately reflect families waiting.

4. Child care agencies also indicated that the waitlist prohibits the City from
realizing full utilization of subsidies due to the fact that clients can put
themselves on the list for several agencies, and yet, an agency would not know if
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the client has been offered an available child care space by another agency.
Child care agencies regularly have vacant child care spaces while they wait for
clients to return contact when a space becomes available. In many cases, the
agencies do not receive return calls from clients, particularly in cases where the
client has already secured a space with another agency. As such, the current
waitlist does not accurately reflect true needs within the community.

5. The centralized waitlist has also been criticized for the fact that the contract was
provided to one child care provider without a competitive process and creates
an unfair competitive advantage to the provider. A competitive process would
provide greater transparency and allow the City to ensure the waitlist is
accurate and effective.

6. The City has also been criticized in its approach to subsidized spaces in that it is
not prepared to handle non-traditional services such as 24/7 operations or
sporadic subsidy requirements. Although many parents require service during
non-traditional hours, the City (and the OCCMS system) does not provide easy
support yet many day care providers are offering this increasingly requested
service.

7. Opverall, there has been only limited progress to address the issues and
recommendations contained in the 2006 Audit of the OWCC subsidies. In
particular, the requirement for monthly receipts for informal child care is
sporadic and is not enforced in a systematic manner. Ongoing proof of
participation in approved activities is also irregular. Documentation within
client files is unorganized and inconsistent between files and Case Coordinators.
There are still significant improvements required to ensure that OWCC
subsidies are appropriately administered.

8. The 2006 OWCC audit recommendation with respect to child care provider
authenticity also causes some concern. In the 2006 audit, it was stated that it
was inappropriate to utilize the caregiver social insurance number to determine
whether or not the caregiver was an Ontario Works client in the social services
system. The recommendation indicated that CSD undertake other means to
determine child care provider authenticity. On this recommendation, CSD has
indicated that it is using 411 and reverse telephone directories as a way of
verifying caregivers. However, there is little evidence that this is occurring or
that this approach is effective.

9. There are poor documentation controls contained in the physical and electronic
files, both for OWCC and regular fee subsidies. The implementation of the
Ontario Child Care Management System (OCCMS) has resulted in an over
reliance on the system to the detriment of documentation controls within the
physical files. OCCMS, although relied upon, does not contain standard
requirements for file contents and file reviews such as the application form and
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other signed documentation. Therefore, information captured in the system is
not adequately supported by required documentation. In particular, receipts are
not on file consistently.

10. The implementation of income testing in 2007 has significantly simplified the
financial determination for subsidies. In particular, testing of income is now
based upon the Notice of Assessment from the previous year and reviewed each
year. Prior to this change, financial assessment was based upon need and
required much more detailed review by the Subsidy Coordinator. Although
income testing is easier, it has also meant that parental contributions for child
care increased in many cases. As a result, in order to continue to receive
subsidies, Subsidy Coordinators have counselled clients to contribute to RRSPs
in order to reduce their income and increase their subsidies.

11. Policies and procedures are out of date or under review. Some of these policies
have been in draft form for over three years. Other policies date back over 10
years and refer to the pre-amalgamation structure and old regulations, prior to
income testing. Although the 2006 audit recommended detailed eligibility
criteria for subsidies be documented, policies and procedures are in draft form
only. Further, there is currently no policy and procedure structure in place
creating confusion as to the most recent version.

12. The annual subsidy review and internal review policies are documented.
However, the actual reviews undertaken are not. That is, there was little or no
evidence that files had been reviewed by supervisors on a regular basis or based
upon a workplan. The annual reviews to be completed by Case Coordinators
are done sporadically based upon individual bring forward systems.

13. The budgetary process required for child care agencies to apply for fee and
wage subsidies is extremely labour intensive and overly complicated. In
addition, the lack of completeness and supporting documentation in the sample
files raises concerns about the consistency of treatment between providers.
Recently, the City withdrew funding from a particular child care provider due
to concerns regarding proper documentation and the response from the child
care provider. Although this decision may be valid, the City needs to ensure
that a rigorous review of files is undertaken in all cases equally to ensure that it
is not criticized for inconsistency in such decisions. The audit team did not find
this consistency.

14. At the outset of this audit, CSD was part of the Parks and Recreation Branch.
Audit Objective 7 was intended to examine the merits of this structure versus a
closer alignment to EFA. In the organizational re-structuring announced in late
2008, CSD was re-assigned to the new Social Services portfolio, which includes
EFA. The audit work performed regarding organizational structure issues
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supports the recent change and no further observations or recommendations are
required.

Recommendations

Recommendation 1
That CSD ensure a regular system of policy review and update is in place.

Management Response
Management agrees with the recommendation.

Children’s Services was formalizing a policy development, review and approval
process during the audit. As part of the process initiated in May 2008, Children’s
Services will continue to update and prioritize the list of policies for review and
development on an ongoing basis. With the recent realignment of Children’s
Services in the new Community and Social Services department, the current
branch policy development and approval process will be reviewed to see how it
can be coordinated within the new departmental structure. Children’s Services
is targeting Q3 2010 for the completion of the process review.

Recommendation 2

That CSD develop a policy manual that encompasses all policies in a consistent
framework that is accessible by all staff (electronically and/or paper format).

Management Response
Management agrees with the recommendation.

Children’s Services policies and procedures are currently accessible to Children’s
Services staff electronically from a shared drive area. In addition, Children’s
Services posts new policies and procedures as they are approved on the City’s
Intranet (Ozone) so that all branch front-line staff, departmental and
interdepartmental stakeholders are provided with an efficient and accessible self-
serve information access system. Children’s Services is targeting Q2 2010 to
complete the transfer of existing policies to Ozone.

Recommendation 3

That, once the policies have been revitalized, CSD undertake a training program
for its workers to ensure consistent understanding of these policies.

Management Response
Management agrees with the recommendation.

Information and training is currently provided to all employees through team
meetings and information sessions. With the recent realignment of the
Children’s Services branch in the new Community and Social Services

Office of the Auditor General 2008 Annual Report Page 63



((OITCIWCI Audit of the Children’s Services Division

department, the availability of the Business Support and Integration branch for
training and policy specific support to Children’s Services, will be determined
and included in the branch work plan. Children’s Services is targeting Q3 2010
for implementation of an ongoing training program to ensure consistent
understanding of policies.

Recommendation 4

That CSD undertake a more structured approach with respect to reviewing of
OWCC client files in order to ensure that eligibility is retained and reported.

Management Response
Management agrees with the recommendation.

This recommendation is consistent with a new approach under development
since January 2009 to monitor OWCC client eligibility, collect supporting
information, and hold payments when documentation and proof of requirements
are outstanding. The processes include: a yearly meeting with all OWCC clients
to confirm participation agreements, to complete and obtain documents;
quarterly confirmation of client eligibility through telephone interviews; and
monthly file reviews and controls for compliance of requirements. This practice
introduced in January 2009 will be formalized in a policy targeted for completion
in Q4 2009.

Recommendation 5

That CSD implement improved bring forward systems to provide reminders to
Case Coordinators to follow up on specific areas such as income verification.

Management Response

This recommendation is consistent with the new approach under development
outlined in Recommendation 4, which includes a follow-up mechanism. In
order to ensure that files requiring follow-up are identified, OWCC staff has
initiated a new monthly report identifying active OWCC cases with outstanding
information.

The report tracks the status of the participation agreement for all active OWCC
clients and any updates received with respect to a client’s information, income,
and Centralized Waiting List registration status. Social Service centre staff has
begun reviewing the report on a quarterly basis and follow-up as required.
Issues related to specific clients are discussed with OWCC case co-ordinators.
The Branch will formalize the use of this report in the policy for reviewing
OWCC files targeted for completion in Q4 2009.
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Recommendation 6

That CSD develop a standardized form that provides a step-by-step approach to
determine the subsidy payable in adjustment cases.

Management Response
Management agrees with the recommendation.

The current documentation system used by OWCC provides the required
information on more than one form. Children’s Services will modify the existing
“adjustment” form to consolidate all details of the initial payment and ongoing
adjustments. The targeted implementation date for use of the modified form is
Q4 2009.

Recommendation 7

That, if CSD's intention is to move away from paper files, the Client's File policy
be revised to reflect the documentation requirements in the clients physical file
and in electronic form (OCCMS).

Management Response
Management agrees with the recommendation.

OWCC, Municipal Home Child Care programs and Community Purchase of
Service programs currently use physical files. The Purchase of Service program
will explore a fully electronic process that would enable the City to conduct its
business electronically eliminating poor quality faxed documents and mail-outs.
Children’s Services is targeting an implementation date of Q2 2010 for full
migration to electronic filing for the Purchase of Service component. OWCC and
Municipal Home Child Care programs will continue to use physical files as it is
not feasible for all clients to have access to the required technology.

Children’s Services will develop a policy on file content, to formalize the process
currently documented in a memo, with a target timeframe of Q3 2010.

Recommendation 8

That CSD develop standards with respect to the utilization of OCCMS, including
when OCCMS is used and the syntax to be used in case notes.

Management Response
Management agrees with the recommendation.

Children’s Services will develop a policy on the utilisation of OCCMS, outlining
circumstances requiring the use of OCCMS, verification standards and a glossary
of terms to formalize the process currently documented in a memo.

Management will present the policy at a staff meeting. Implementation is
targeted for Q1 2010.
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Recommendation 9

That CSD formalize the policy regarding reviews of participation agreements in
order to outline the expectations for clients.

Management Response
Management agrees with the recommendation.

Children’s Services will finalize an internal policy outlining expectations for
clients with respect to participation agreements. It will include an OWCC rights
and responsibilities document that will be dated and signed annually by parents
and OWCC Coordinator and placed on the physical file. Management will
present this policy and document to staff at team meetings. Implementation is
targeted by Q4 20009.

Recommendation 10

That CSD undertake increased diligence to ensure that monthly receipts be
submitted, be date stamped and put on the required physical files.

Management Response
Management agrees with the recommendation

This recommendation is consistent with the new approach under development
since January 2009, outlined in Recommendation 4, which includes processes to
monitor OWCC client eligibility and the collection of supporting information. All
files missing receipts will be forwarded to OWCC Pending Files and reviewed
monthly. OWCC clients, whose file is pending verification, will be notified by
telephone that payments will be withheld until receipts are submitted. A
significant amount of receipts are received by fax and are, therefore,
automatically date stamped. Other receipts will be manually date stamped by
the verification specialist before being added to the physical file. Training will
be provided at staff meetings. The process that will include a biannual file
review is targeted for implementation in Q4 2009.

Recommendation 11

That CSD use OCCMS to identify inconsistencies with regard to receipts and
follow-up being completed.

Management Response
Management agrees with the recommendation.

Children’s Services will implement a process using the “custom reminder
feature” of OCCMS to flag inconsistencies with regard to receipts to ensure that
the existing follow-up process is initiated. The process will require OWCC staff
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to print weekly “reminder reports” in order for the supervisor to verify that
actions have been completed. Implementation is targeted for Q2 2010.

Recommendation 12

That CSD redesign the OWCC receipt to include the number of children and the
number of hours they were cared for.

Management Response
Management agrees with the recommendation.

Children’s Services will redesign the “OWCC receipt” form to include the
number of children, the child’s name and the number of hours of care they
receive. Implementation of the new form is targeted for Q3 2009.

Recommendation 13

That EFA and CSD work to address changes in participation agreements and
seek an increased automated approach to notification.

Management Response
Management agrees with the recommendation.

OWCC staff has begun generating a monthly report that identifies the status of
the participation agreement for all active OWCC clients and updates to the
client’s information, income and Centralized Waiting List registration status in
January. This report is provided to Social Services centre staff for review on a
quarterly basis. Issues related to specific clients are discussed with OWCC case
co-ordinators. In addition, the report is used internally to update client eligibility
status. This practice has resulted in the closing of up to 50% of OWCC cases.

OWCC will identify the need for training new Social Services centre employees
as to where to access OWCC information on SDMT and to understand the
implications and the required follow-up. Implementation of the new Social
Services staff training is targeted for Q2 2010.

Recommendation 14

That CSD ensure that any documentation received from EFA, including emails
and SDMT profiles, form part of the OWCC files.

Management Response
Management agrees with the recommendation.

Children’s Services will add all documentation, including messages and SDMT
profiles received from Social Services centre staff to the OWCC physical files on a
go forward basis by Q3 2009.
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Recommendation 15

That CSD ensure that OWCC Case Coordinators review files on a more regular
basis, particularly in instances where attendance reports are not being filed by
OWCC clients.

Management Response
Management agrees with the recommendation.

Consistent with recommendation 4, Children’s Services’ new approach to
monitor OWCC client eligibility and to collect supporting information under
development since January 2009, includes monthly file reviews to ensure receipt
of proper documentation prior to releasing payments. Attendance
report/activity schedules are required when care is provided outside regular
schedules such as in the case of shift work. Confirmation of receipts is
determined prior to OWCC funding being released or suspended. This practice
introduced in January 2009 will be formalized in a policy targeted for completion
in Q4 2009.

Recommendation 16

That CSD provide Case Coordinators with increased training to assist them in
detection of potential issues with respect to authenticity of child care providers.

Management Response
Management agrees with the recommendation.

Children’s Services will review the current mechanisms available to determine
the authenticity of informal child care providers. A policy will be formalized
based on the outcome of the review and staff training will be done through
regular staff meetings. The implementation of this recommendation is targeted
for Q3 2010.

Recommendation 17

That CSD supervisors perform a regular review of files on a sample basis,
particularly with respect to informal child care and that these reviews be
properly documented on file and within OCCMS.

Management Response
Management agrees with the recommendation.

Children’s Services supervisors currently review a sample of files for each
subsidy coordinator as part of the Performance Development Process but do not
record the results of the review in the client file. Children’s Services is targeting
Q2 2010 to develop an administrative policy that requires supervisors to record
client file reviews in OCCMS and/ or within the physical file.
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Recommendation 18

That CSD ensure that documentation controls be improved to incorporate new
forms that include a section for the Case Coordinator’s name and signature in
order to clearly show the responsible Case Coordinator; and appropriate
documentation of any adjustments or changes.

Management Response
Management agrees with the recommendation.

Children’s Services is revising all forms to include the name and signature of the
case co-ordinator. Children’s Services is targeting Q4 2009 to introduce the
revised forms.  Children’s Services will also develop a documentation
requirement policy targeted for completion in Q2 2010.

Recommendation 19

That CSD ensure that the policies regarding self-employment and special
circumstances for OWCC subsidies be revised to include more rigorous
requirements for documentation, particularly with respect to participation.

Management Response
Management agrees with the recommendation.

The provisions of the Ontario Works program have been set by the Ministry of
Community and Social Services. Participation agreements are determined
between the client and Social Services centre staff. OWCC relies on an active
participation agreement to determine client eligibility. OWCC will continue to
ensure that a copy of the active participation agreement is present on the
physical file.

The Child Care Subsidy program is revising its policy on self-employment
including special circumstances and is targeting completion in Q4 2009.

Recommendation 20

That CSD undertake a review of its appeal process to ensure appropriate
segregation of duties and to provide the appearance of fairness and transparency.

Management Response
Management agrees with the recommendation.

Children’s Services have reviewed the appeal process to ensure transparency,
and will have a supervisor from a different team review files in cases of an
appeal. This practice will be effective June 2009 and will be included in the
revised appeal policy targeted for completion by Q3 20009.
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Recommendation 21
That CSD implement a system of rotation of files to different Case Coordinators.

Management Response
Management agrees with the recommendation.

Management agrees that different staff members should manage active files and
has an informal system of rotation. In the case of subsidy co-ordinators, a
rotation of files currently occurs at the time the reapplication appointments are
set as these are scheduled to the first available subsidy co-ordinator. This,
combined with the policies regarding vacations and carryover, in that staff must
take their annual vacations do provide adequate controls. With respect to
OWCC, both case co-ordinators manage all of the files thereby ensuring
adequate controls.

Recommendation 22

That CSD undertake a rigorous approach to policy changes and that the policy
review plan be executed in order to reflect recent changes to legislation.

Management Response
Management agrees with the recommendation.

Consistent with recommendation 1, Children’s Services was formalizing a policy
development, review and approval process at the time of the audit. As part of
this process initiated in May 2008, Children’s Services will continue to update
and prioritize the list of policies for review and development on an ongoing
basis. With the recent realignment of Children’s Services in the new Community
and Social Services department, the current branch policy development and
approval process will be reviewed to see how it can be coordinated within the
new departmental structure. Children’s Services is targeting Q3 2010 for the
completion of the process review.

Recommendation 23

That CSD explore the elimination of the allocation of fee subsidies to child care
agencies in favour of a client based fee subsidy system.

Management Response
Management agrees with this recommendation.

In April 2009, City Council approved the Child Care Fee Subsidy Stabilization
Plan - Phase 1 (ref. ACS2009-COS-SOC-0003). Among other issues, the Plan
examined the benefits and drawbacks of each allocation system and ultimately
recommended implementing a fee subsidy stabilization plan using the current
Council approved system of fee subsidy distribution in Ottawa. The Plan also
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proposes the introduction of portable spaces as part of Phase 2 of the fee subsidy
stabilization plan to add flexibility and responsiveness in the current system.
Consideration will be given to directing retrieved funds not used for the
indexation of rates and any future funding for subsidized child care towards
client based portable spaces. Phase 2 is targeted for completion in Q1 2010 with a
report to Committee and Council. That report will include a comparison and
assessment of different municipal subsidy systems (i.e., parent-based versus
provider-based) and take into consideration the impact of the recent
announcement respecting full day early learning and care for 4 and 5 year olds.

Recommendation 24

That CSD undertake an updated demographic analysis of the child care
requirements.

Management Response
Management agrees with this recommendation.

Children’s Services is presently conducting a demographic analysis using the
2006 Statistics Canada census information. Children’s Services is also revising
the methodology to be used to analyze the Francophone demographic using the
same statistical information. Phase 2 of the Child Care Fee Subsidy Stabilization
Plan calls for this analysis to be completed every five years to coincide with the
release of new Statistics Canada data. Phase 2 is targeted for completion in Q1
2010 with an information report to Committee and Council.

Recommendation 25

That CSD ensure that the analysis of subsidized spaces include francophone and
anglophone demographics on a regular basis.

Management Response
Management agrees with this recommendation.

Children’s Services has been reviewing Francophone and Anglophone funding
distribution on an annual basis since 2005 in order to meet Council’s direction
with respect to the Francophone Catch-up Plan. As mentioned in the response
for recommendation 24, Phase 2 of the stabilization plan calls for a demographic
analysis to be completed every five years to coincide with the release of new
Statistics Canada data. Phase 2 is targeted for completion in Q1 2010 with an
information report to Committee and Council.

Recommendation 26

That CSD undertake a review of the agencies providing bilingual services to
determine if these agencies are providing adequate francophone services.
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Management Response
Management agrees with this recommendation.

Children’s Services had identified in its workplan the need to develop a criteria-
based designation mechanism to recognize the provision of quality Francophone
child care programs. The designation process currently being developed in
consultation with the child care community will include a review of child care
programs using established criteria. The new process is targeted for
implementation in Q4 2009.

Recommendation 27

That, should the current approach to subsidy allocation be retained, CSD review
the budgetary processes to reduce the burden on the child care agencies and
streamline the process to reduce the timeframe for approval and that final
approved copies of budgets be placed on the agency files.

Management Response
Management agrees with this recommendation.

For the 2009 Purchase of Service budget process, Children’s Services has
developed a more efficient and streamlined process. The new process documents
decision-making and funding adjustments. The required supporting
documentation is analysed and correlated to the budget approval process.

As part of the City Council approved Child Care Fee Subsidy Stabilization Plan -
Phase 1 and new Fee Subsidy Management Policy, Council approved the staff
recommendation for the development of the Child Care Service Provision Price
Index (CCSPPI). The price index identifies changes in costs that affected the
provision of child care services in Ottawa over the previous twelve months and
will determine the annual Purchase of Service rate increase beginning with the
2010 budget process. The CCSPPI increase for 2010 will be announced in
September 20009.

As the amount of each agency’s increase to operating expenses is now pre-
calculated using the CCSPPI, the budget process will require that the agency
identify the expense distribution of any new funding. Agencies will have the
option to accept the indexed per diem rate(s) calculated automatically or submit
revised daily rates that respect the total amount of approved expenses. The 2009
User Guidelines have been updated to reflect the new budget approval process.

This updated budget process will allow Children’s Services to finalize the 2010
budget process by Q4 2009, apply new per diem rates beginning January 2010
and ensure final approved copies of budgets are placed on the agency physical
and electronic files. Child care agencies can now plan budgets in a predictable
environment knowing that the City will provide annual rate increases to be paid
at the start of each year.
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Recommendation 28

That CSD supervisors take a more rigorous approach to quality assurance and
review of budget files to ensure consistency of application and treatment of child
care providers.

Management Response
Management agrees with this recommendation.

Children’s Services is currently developing a framework for Purchase of Service
funding initiatives and budget file reviews that will include quality controls

mechanisms, procedures and tools to ensure consistency. Completion is
targeted for Q4 2009.

Conclusion

The City of Ottawa continues to strive to administer child care subsidies effectively,
nevertheless there is room for improvement. With the implementation of the
recommendations presented herein, the audit team believes that the City will be
well on its way to better utilizing essential subsidy funds.

That being said, in our opinion, the current approach of fee subsidy allocation to the
child care agencies rather than to families is not necessarily providing the best
service for Ottawa citizens. The City should consider restructuring the way in
which it allocates fee subsidies to follow the client rather than the child care
provider. All other Ontario jurisdictions follow this approach. This will allow for a
redirection of funds away from administering these fee subsidy agreements to
providing direct fee subsidies to clients. A policy review also will assist the City in
improving documentary controls to ensure that those most in need receive the
limited fee subsidies.

It is recommended that the City review the effectiveness of the current centralized
waitlist system. A competitive procurement process should be considered to assess
options for providing this important service to City parents.

Child care provider files are currently not kept up to date and all required
documentation was not on file. The recent decision to eliminate subsidies from one
particular child care provider for lack of proper documentation seems to be
inconsistent with the approach taken with other providers given that many of the
child care provider files were incomplete and lacked supporting documentation.
Consequently, CSD should ensure that it develops policies that provide more
detailed direction to Child Care Specialists. These practices should be monitored
and tested on regular basis by supervisors.

With respect to the recommendations contained in the 2006 Audit of the OWCC
subsidies, CSD have made only limited improvements in the requirement for
receipts from child care providers or policy reform. CSD need to continue to
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improve these processes and ensure that ongoing reviews of files are undertaken.
Supervisors need to take on a greater role in regularly monitoring child care files.

Finally, the City has taken a different approach to providing child care services than
seen in other municipalities. Although there is some merit to this approach, it has
created challenges in administering the programs and there are valid concerns from
those contacted during the audit. These concerns should be analyzed in the context
of delivering the best value for tax dollars while fulfilling the policy objectives of
the City.
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3.4 Audit of Grants and Contribution

EXECUTIVE SUMMARY

Introduction

The Audit of Grants and Contributions was identified in the 2008 Audit Plan of the
Office of the Auditor General, which was received by Council in May 2006.

Background

In February 2003, the former Audit and Consulting Services Branch of the City
presented a report to Council entitled Audit of the Corporate Grants and Funding
Programs - Corporate Policy and Management Framework. The 2003 audit did not
include a comprehensive review of specific funding programs. Rather, it was
focussed on assessing the extent to which harmonization of the funding programs
had been achieved and the adequacy of the Corporate-wide framework and
approach to the use and management of these programs. Specifically, the objective
of the 2003 audit was to assess whether adequate policies and procedures had been
established to:

e Effectively manage and control funding programs; and,

e Ensure the appropriate and effective use of City funding.
The single recommendation arising from the 2003 audit was:

That Management establish a clear and comprehensive corporate policy
framework governing all mechanisms for funding to external organizations,
to ensure:

e An appropriate control environment exists for funding programs,
e Corporate consistency in the use of funding mechanisms;

o Clear roles and responsibilities are established across the City
administration;

e Clear direction and guidance is provided to departments in establishing,
managing and monitoring these programs;

o The timely, accurate and complete capture of all related information;
e The identification and resolution of any systemic problems; and,

o That funding allocations accurately reflect Council priorities.

Scope and Objectives

The first objective of the 2008 audit was to follow up on the 2003 audit described
above to determine what action has been taken in response to the recommendation
made at that time, and to identify areas which may still require improvement. The
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approach to this component of the audit was to identify all corporate funding
programs and assess the extent to which a corporate-wide framework has been
established to guide the management of these programs in a consistent manner.

An area of particular focus in the audit was the funding programs managed by the
Cultural Services and Community Funding Branch of the then Community and
Protective Services Department. This Branch manages the largest portfolio of
grants and funding programs, totalling approximately $27 million.

A second area of focus, selected at random from the list of other grant programs,
was the Protective Plumbing Devices Program, managed by the Water and
Wastewater Division. This program had a 2008 budget of $1.8 million.

In November 2007, Council approved changes to the mandate of the Auditor
General (AG), which included extending the jurisdiction of the AG to all grant
recipients. The second main objective of the 2008 audit was therefore to select
specific grants made by the City in 2007 and assess:

e The effectiveness of the grant application and evaluation process;

e The effectiveness of management oversight procedures related to grant
recipients;

e  Whether the programs and/or services intended to be delivered as a result of
the grants were undertaken by the recipients; and,

e Whether grant recipient organizations maintain appropriate management
practices and controls to ensure provision of expected services/programs
required by the grant agreement.

The results of the audits of the two specific recipients selected in 2008 are contained
in separate reports titled, Audit of the Banff Community House and Audit of the
Southpointe Community Association. It is the intent of the AG to continue to select
specific grants recipients on an annual basis to conduct audits based on the above
criteria.

Summary of Key Findings

1. As was the case during the 2003 audit, currently there is no overall policy
framework governing the establishment and management of grants and funding
programs to external organizations.

2. Accounting for these various funding programs within the Corporate financial
system remains inconsistent and the data and reports currently available do not
facilitate effective management.

3. On January 24, 2005, Council directed staff to undertake a review of all grants
(exempting Community Services Grants) as per the 2003 audit report. To date,
this review has not taken place.
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4. The impacts of a lack of clear corporate direction on funding programs include:

e Arrisk of inequitable treatment of applicants for funding;

e A lack of clear direction and guidance provided to departments in
establishing and monitoring these programs;

e Unclear roles and responsibilities;

e A lack of clear accounting procedures and a resulting inability to capture
timely, accurate and complete information;

e The risk of ineffective use of limited corporate funds; and,

e Animpeded ability to measure and compare the performance of various
funding programs and ensure value for money is received from these
programs.

5. No clear definition of “Grants” currently exists and as a result, accounting for
these various funding programs within the corporate financial system remains
inconsistent, and the data and reports currently available do not facilitate
effective management. As such, a full reconciliation of current financial data
related to grants and contributions is required.

6. Cultural Services and Community Funding (CSCF) has made a number of
improvements since 2003 to address much of the recommendation made at that
time, including clarification of procedures for submitting and evaluating
proposals under the various funding programs. Opportunities for further
improvement exist in the areas of pre-screening for eligibility, conflict of interest
and management oversight and follow-up.

7. CSCF should re-examine its practice of requesting complimentary tickets to
events.

8. CSCF conflict of interest procedures should be revised to ensure any juror
declaring a conflict does not participate in the assessment of other organizations
requesting funding form the same envelope.

9. Within the Protective Plumbing Devices program there is the need to ensure that
all required steps are performed and documented.

Recommendations
Corporate Policy and Management Framework

Recommendation 1

As was recommended in 2003, that the City establish a clear and comprehensive
corporate policy framework governing all mechanisms for funding to external
organizations, to ensure:

a) An appropriate control environment exists for funding programs;
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b) Corporate consistency in the use of funding mechanisms;
c) Clear roles and responsibilities are established across the City administration;

d) Clear direction and guidance is provided to departments in establishing,
managing and monitoring these programs;

e) The timely, accurate and complete capture of all related information;
f) The identification and resolution of any systemic problems; and,

g) That funding allocations accurately reflect Council priorities.

Management Response
Management agrees with this recommendation.

A grant is a provision of funding to a third party or organization, not directly
receiving goods or services, to further a City service, program or objective.

A review of where and how all funding grants are currently processed
throughout the corporation will be initiated once the corporate re-alignment is
complete. Following this review, staff will develop the scope, scale and
approach for the development of a comprehensive corporate-wide policy
framework governing all mechanisms for funding to external organizations for
Committee and Council consideration in Q3 2009.

Although a corporate-wide framework has not been developed, the Community
Funding division initiated a review of community funding processes following
the City Auditor's report to Council in February 2003. This led to the
development and Council approval of a Community Funding Process Review in
September 2004, followed by approval of the Community Funding Framework
Policy on February 8, 2006.

The Community Funding Framework Policy responded to the audit
recommendations by establishing a formal, written policy identifying the
purpose, goals, eligibility criteria, funding priorities, risk assessment criteria and
funding contribution mechanisms of the Community Funding Program.

Recommendation 2

That the City complete a full reconciliation of existing financial data related to
Grants and Contributions.

Management Response
Management agrees with this recommendation.

Management will compile annually a full reconciliation of existing financial data
related to grants and contributions by Q1 2010.
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Cultural Services and Community Funding

Recommendation 3

That the City ensure applicants identify all other sources of City funding as part
of their submissions.

Management Response
Management agrees with this recommendation.

All funding application forms currently ask for information on other sources of
City funding. A mechanism will be built into the Corporate Framework, which
will be brought forward for Committee and Council approval in Q3 2009, to
perform a City-wide search to confirm whether organizations are receiving other
City funding.

On page 8 of the audit report (section 4.2.1.1), the Auditor General made
reference to City staff adding a special condition to one particular funding
agreement, which contradicted the requirement for audited financial statements.
In addition, the Auditor indicated that CSCF staff provided advice to this
recipient regarding accounting principles, which conflicted with generally
accepted practices. Management would like to clarify why this occurred. This
change was made to address a concern from the signing officer of an
organization (food program) who was extremely reluctant to proceed with
Generally Accepted Accounting Practices (GAAP) for fear of having to proceed
with full inventory, including all items of food, etc . After consultation with
Legal, the organization was told that they could follow the Generally Accepted
Accounting Principles (GAAP), but did not have to conduct the detailed
inventory of food items. The Special Condition and the Agreement, which were
reviewed by both Legal and the FSU, provided the organization with that
reassurance and resulted in a signed agreement.

Recommendation 4
That the City carryout and retain on file a risk assessment of all proponents.

Management Response
Management agrees with this recommendation.

Both Cultural Services and Community Funding staff conduct a risk assessment
on all agencies receiving funding prior to issuing funds. The risk assessment
looks at governance, financial stability, level of City funding, years in operation,
operational and program capacity and level of collaboration and partnership
with other community agencies.

Community Funding staff currently perform a risk assessment for Renewable
Community Funding to determine whether the Service Agreement will be a one-
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year or a three-year agreement. Effective immediately, staff will also do a risk
assessment for Non-Renewable Community Project Funding. These risk
assessments are currently retained in the agency’s electronic file, but will also
now be included in the agency’s corporate file.

Cultural and Community Funding staff perform a risk assessment by reviewing
all applications and annual reports, using a checklist to ensure that all documents
and information are included and the file is complete. General comments are
recorded and staff follows up with applicants when information is missing or
clarification is required.  These checklists will now be filed as part of the
applicant’s official file.

Recommendation 5

That the City ensure all official files contain complete evidence of checking of
documentation including follow-up notes, additional commentary, etc.

Management Response
Management agrees with this recommendation.

The Community Funding Policy and Procedures Manual includes a section on
records management, which was developed in collaboration with corporate
records management staff. In addition, a checklist is attached to all funding
submissions or application forms when received by the Community Funding
division. = This checklist identifies all requirements and lists mandatory
documents. Staff indicate whether those requirements have been met and initial
the checklist. Staff note on the checklist any follow-up actions that have been
taken. The checklist is included on file with each application/funding
submission form.

Recommendation 6
That the City ensure all Board and Annual Meeting minutes are properly signed.

Management Response
Management agrees with this recommendation.

All application forms and funding submissions for 2010 will specify that the
Annual Meeting minutes must be properly signed by the signing authority of the
organization. Staff will ensure that this is being done on a consistent basis. The
Community Funding Policy and Procedures Manual will also be revised to
reflect this requirement by Q2 2009.

Recommendation 7
That the City re-assess the practice of requesting complimentary tickets to events.
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Management Response

Management agrees with this recommendation and has re-assessed the practice
of requesting complimentary tickets to events.

Management believes that requesting a complimentary ticket to attend
performances, art shows and other cultural events of organizations that receive
cultural funding from the City is an important part of the monitoring process.
Management has reviewed the Corporate Gifts, Entertainment and Hospitality
Policy and does not believe that this practice is a conflict of interest and will,
therefore, continue to ask for one complimentary ticket for monitoring purposes.

Recommendation 8

That the conflict of interest procedures be revised to ensure any juror declaring a
conflict does not participate in the assessment of other organizations requesting
funding from the same envelope.

Management Response

Management agrees with this recommendation for Community Funding but
disagrees for Cultural Services Funding.

The Community Funding Policy and Procedures Manual includes a procedure
that requests Allocations Committee members for the Community Project
Funding (Non-Renewable) program sign a confidentiality/conflict of interest
agreement. The Allocations Committee for the 2008 Community Project Funding
program also recommended that any agency applying for Community Project
Funding not be included on the Allocations Committee. This revision will be
made to the Community Funding Policy and Procedures Manual by Q2 2009.

Cultural Funding staff makes every effort to recruit assessors who are free of
conflict of interest with all applicants. However, the purpose of the peer
assessment system is to select qualified and knowledgeable assessors from the
field and these assessors may have contacts with one or more of the applicants.
It would be extremely difficult to recruit and retain jurors if they were
completely excluded from a jury because of a declared conflict. The City follows
the example of other grants agencies such as the Canada Council and has
established strict protocols to address the issue of conflict.

All potential Cultural Funding jurors and independent assessors sign a
confidentiality and conflict of interest agreement that requires them to declare
any current or former involvements that could influence or appear to influence
the objectivity and impartiality of their judgements. Where an actual or potential
conflict of interest exists, it must be disclosed and the assessor must abstain from
any and all participation related to it, and leave the meeting for the duration of
the discussion. The Cultural Funding juror must also refrain from attempting to
directly or indirectly influence the decision of the jury with respect to the
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application. Cultural Funding jury notes record the juror’s disclosure of interest,
their withdrawal from the meeting and the fact that they did not take part in the
discussion.

Recommendation 9
That all documentation related to allocation determination be retained on file.

Management Response

Management agrees with this recommendation.

The records management section of the Community Funding Policy and
Procedures Manual was developed in collaboration with corporate records
management staff. Files include the funding applications / submissions as well
as the letters to agencies confirming decisions.

For Cultural Services, documentation related to funding determination includes
the funding applications/submissions as well as the letters to agencies
confirming decisions. In addition, the original copy of the signed jury
recommendation sheet from each Cultural Funding program jury is retained in
an official file. The Cultural Funding staff records the decisions and grants
recommended by the committee, ascertaining with the committee that these
records accurately reflect their views and ensures that members attest to their
accuracy by signing-off on the records.

Recommendation 10
That the City ensure all legal documentation is completed in a timely manner.

Management Response

Management agrees with this recommendation.

Service Agreements (prepared pursuant to the Community Funding Framework
Policy approved by Council on February 8, 2006) for the allocation of funding
from the renewable funding envelope are sent to Legal Services for review and
approval of content before being sent to agencies and management for signature.
Once all signatures have been obtained, the Service Agreements are filed. All
attempts are made for Service Agreements to be renewed prior to their date of
expiry. If that is not possible, a letter of extension, as approved by Legal Services,
is sent to the agency to extend approval for a maximum of three months, until
such time as a new Service Agreement can be signed. This process ensures that
funding is not allocated to agencies in the absence of a binding Service
Agreement.
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Recommendation 11

That all files retain narrative summaries of follow-up undertaken including site
visits, attendance at meeting, telephone calls and email correspondence.

Management Response
Management agrees with this recommendation.

Narrative summaries for Community Funding agencies are currently stored
electronically. Effective immediately, staff will also print and file a copy of the
summaries on the agency’s official file.

As indicated in recommendation 5, Cultural Funding staff use a checklist to
ensure that all requirements have been met and to note any follow-up actions
that have been taken. Staff will also ensure that all other supporting
correspondence is included on file.

Recommendation 12

That the City ensure oversight and monitoring processes are consistent and
equitable for all recipients.

Management Response
Management agrees with this recommendation.

The Community Funding Policy and Procedures Manual ensures that there is
appropriate oversight and monitoring and that these processes are consistent
with all staff and all agencies (applicants and recipients). The new corporate-
wide funding framework will ensure that clauses for insurance, audit and
occupational health and safety are consistent in the various agreements across
programs and will also establish a standardized monitoring template to be used
by staff. The corporate-wide funding framework will be developed for
Committee and Council consideration in Q3 2009.

Protective Plumbing Devices

Recommendation 13

That the City ensure all required actions are performed and that all necessary
documentation is collected and retained on file.

Management Response
Management agrees with this recommendation.

Staff will develop a checklist identifying all of the required documentation that
will be placed on each file in order to ensure compliance with the program
requirements through the application and approval processes. Staff will also add
a requirement to its processes that when someone acts on behalf of a property
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owner for the grants program, there is authorizing documentation from the
property owner in place. These procedural changes will be completed prior to
the end of Q1 2009.

Conclusion

Although initiatives have been undertaken in some areas of the City to establish
more formal frameworks with respect to specific funding programs, no action has
yet been taken to address the 2003 recommendation for a corporate-wide
framework for grants and contributions. As a result many of the same issues and
risks identified in that audit remain.

In the absence of a corporate framework, the Cultural Services and Community
Funding Branch has implemented a number of revised policies and procedures to
ensure more consistency and structure to the programs and funding envelopes
under its jurisdiction. This audit identifies opportunities for further improvement
in the areas of pre-screening for eligibility, conflict of interest, determination of the
allocation amount, and management oversight and follow-up.

As part of the annual process to select specific grants and contributions programs
for detailed review, the Protective Plumbing Devices program was chosen at
random in 2008. Progress has also been made in this area to improve consistency
and oversight. Further work is needed in this area to ensure all required steps are
performed and documented.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management.
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3.5 Audit of Governance and Compliance with Community
Funding Service Agreement of the Banff Avenue Community
House

EXECUTIVE SUMMARY

Introduction

In November 2007, Council approved an expanded mandate for the Office of the
Auditor General (OAG). This revised mandate authorized the OAG to conduct
audits of any recipients of City of Ottawa grants, whether direct funding or in-kind
services. In 2008, one of the recipient organizations selected for an audit was the
Banff Avenue Community House (BACH), located at 2084 A & B Banff Avenue.

Background

BACH is 1 of 16 Community Houses in the Ottawa area. It was formed to meet
many of the needs of the residents of the social housing development in which it is
located. It entered into a Community Funding Service Agreement with the City of
Ottawa for the period December 1, 2006 to November 30, 2009. Under this
agreement the City of Ottawa agreed to provide annual conditional funding
payments of $60,147 subject to City Council’s annual approval of the City budget.

Audit Objectives

The objectives of the audit were to determine whether:

1. BACH maintains appropriate management practices and controls to ensure
adherence to the funding service agreement with the City of Ottawa; and,

2. The Executive Committee of the Board follows governance practices that
provide effective direction and support based on the Office of the Auditor
General’s standard Governance Audit Criteria recognizing that the
organization is relatively small and volunteer-based.

Audit Scope

In addition to the assessment against the OAG standard Governance Audit Criteria,
the audit considered BACH's compliance with the February 12, 2007 Community
Funding Service Agreement and how funds received from the City of Ottawa were
used during the period January 1, 2007 to December 31, 2007.

The compliance portion of the audit was conducted during the month of August
2008 at BACH's offices. The governance portion of the audit was conducted during
the month of November 2008.
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Summary of Key Findings

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.

¢ 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 self-employed 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 assistance
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.

Recommendations and Responses

Recommendation 1

That the BACH Manager ensure that workers are appropriately treated as
employees or self-employed in compliance with the Canada Revenue Agency
publication Employee or Self-Employed.

Management Response

In 2010 all positions funded by the City of Ottawa, Community Funding will be
employees of the Banff Avenue Community House and not contracted as self
employed.

Recommendation 2

That BACH utilize the bilingual formulation for acknowledgement as specified
in the agreement.
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Management Response

The Board of Directors has continued to struggle to obtain in-kind translation
services (since this is a costly expense) to no avail. We will continue to seek out
this support.

Recommendation 3

That advances to employees be accounted for as assets and when the
expenditures are made the amounts should be charged to the advance and the
expenses recorded at that time.

Management Response
The Community House Director has implemented a petty cash float to rectify the
advances to employees. The Board will ensure all assets are accounted as assets.
When expenditures are made the amounts should be charged to the advance and
the expenses recorded at that time.

Recommendation 4
That BACH account separately for all funds received from the City of Ottawa.

Management Response

The Board of Directors will ensure that all City of Ottawa categories be separated
in the ledger.

Recommendation 5

That BACH ensure it is fully complying with the health and safety requirements
of the Occupational Health and Safety and Workplace Safety and Insurance Act
and the requirements of the Operational Principles and Guidelines Manual.

Management Response

The Board of Directors will ensure that BACH is fully compliant with the health
and safety requirements of the Occupational Health and Safety and Insurance
Act. The Board will be closely reviewing the operational Principles and
Guidelines Manual, specifically the health and safety section to gear it more to
the operation of the Banff Avenue Community House. This will be conducted in
2010.

Recommendation 6
That, in accordance with Article 7 of the Banff Avenue Community House Board
Constitution, an additional resident of the Banff Community be appointed to the
Executive Committee.
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Management Response

The Board of Directors will continue to seek out potential community members
to join the Board.

Recommendation 7

That ongoing training be provided for members of the Executive Committee on
issues relating to their governance responsibilities.

Management Response
The Board of Directors does not have the funds for Board development at this
time. However, we will continue to ensure all members of the Board receive
adequate orientation and are made aware of their governance responsibility.

Recommendation 8

That the Executive Committee establish a process to conduct an annual self-
evaluation of its performance and of individual member performance.

Management Response
The Board of Directors will inquire about getting the training needed to set up an
evaluation process of the performance indicators and of individual member
performance.

Recommendation 9

That the Executive Committee present its budget of all expenditures to the
members at the Annual General Meeting for their approval.

Management Response
The Treasurer of the Board will present its budget and all expenditures to the
members at the AGM for approval. The Board will continue to consult with the
House Director regarding revenues and expenses at Board meetings.

Recommendation 10

That the objectives established by the Executive Committee be more fully
developed and that performance indicators be established to measure success in
achieving the objectives.

Management Response

The Board of Directors will seek the support of local resources to better assist
with the organization’s objectives. As well performance indicators will be
established to measure success in achieving the objectives. There is no model to
assist with the development of this tool and measurement process at this time
however.
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Recommendation 11

That the Board establish an in camera meeting policy similar to that of Ottawa
City Council.

Management Response

The Board of Directors is in the process of establishing an in camera policy
similar to that of the City of Ottawa Council.

Recommendation 12

That the Executive Committee ensure there is an individual who is qualified to
assume the responsibilities of House Director, in the event the position becomes
vacant.

Management Response

The Board of Directors has implemented a personnel organizational chart along
with a business plan to respond to a vacancy/absentee should the House
Director’s position suddenly become vacant. The senior staff person would step
in for the immediate interim until the position of House Director could be
properly posted as required by our policies.

Conclusion

The audit has revealed some areas where there is a lack of compliance with
Community Funding Service Agreement. Most significant are the areas where
compliance with the Occupational Health and Safety and Workplace Safety and
Insurance Act must be ensured. In addition, some of the Governance criteria have
not been met. These areas should be examined bearing in mind the small size and
limited resources of the organization and the desire to avoid overburdening it with
bureaucracy and inflexible rules.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by the management of the Banff Avenue Community House.
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3.6 Audit of Governance and Compliance with Access
Management Agreement of the Southpointe Community
Association

EXECUTIVE SUMMARY

Introduction

In November 2007, Council approved an expanded mandate for the Office of the
Auditor General (OAG). This revised mandate authorized the OAG to conduct
audits of any recipients of City of Ottawa grants, whether direct funding or in-kind
services. In 2008, one of the recipient organizations selected for an audit was the
Southpointe Community Association.

Background

The Southpointe Community Association (SCA) is a volunteer organization staffed
by and serving the residents of the community. It entered into an “Access
Management Agreement to Enter City of Ottawa Facilities” with the City of Ottawa
for the period September 1, 2004 to September 1, 2005. Under this agreement the
City of Ottawa agreed to make Southpointe Community Centre, located at 220
Stoneway Drive, available to community organizations to meet their objectives.
SCA is responsible for booking and providing user organizations with keys to enter
and make use of the Southpointe Community Centre.

Audit Objectives

The objectives of the audit were to determine whether:

1. SCA maintains appropriate management practices and controls to ensure
adherence to the requirements of the Access Management Agreement with
the City of Ottawa; and,

2. The Executive Committee follows governance practices that provide effective
direction and support based on the Office of the Auditor General’s standard
Governance Audit Criteria recognizing that the organization is relatively
small and volunteer based.

Audit Scope

In addition to the assessment against the OAG standard Governance Audit Criteria,
the audit considered SCA’s compliance with the July 20, 2004 Access Management
Agreement during the period January 1, 2007 to December 31, 2007.

The compliance portion of the audit was conducted during the month of September
2008 at the SCA building. The governance portion of the audit was conducted
during the month of January 2009.
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Summary of Key Findings

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 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.

Recommendations and Responses
It should be noted that on June 15, 2009, the Auditor General requested a
management response from the SCA for those recommendations directed at the
Association. On July 27, 2009 a second letter was sent to the SCA indicating that,
since no response was received, the OAG would assume agreement with the facts of
the report as well as the recommendations.

Recommendation 1

The City ensure that all Access Management Agreements are signed by a City of
Ottawa representative.

Management Response
Management agrees with this recommendation.

All Access Management Agreements will be reviewed for compliance by
September 30, 2009.

Recommendation 2

That City and the Southpointe Community Association enter into a new Access
Management Agreement to cover the current period.
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Management Response
Management agrees with this recommendation.

A new agreement between the SCA and the City was executed on September 9,
2008. The Access Management Agreement was revised in 2004 and it now
contains a clause specifying that agreements are automatically renewed until
such time as the parties agree to revoke or amend the agreement.

Recommendation 3

That the new Access Management Agreement clearly define the
users/organizations and that any related guidelines be amended to conform to
the terms and conditions of the Agreement.

Management Response
Management agrees with this recommendation.

The Access Management Agreement template will be revised to comply with this
recommendation by December 31, 2009.

Recommendation 4

That the City require for all users/organizations to provide the original signed
copy of Annex B of the Access Management Agreement (the response to this
recommendation should be developed in concert with the City Solicitor).

Management Response
Management agrees with this recommendation.

Clause 3e of the Agreement requires that user groups sign and return Annex B to
the Building Manager, and Clause 3f requires that the Building Manager provide
the Department with original signed copies of Annex B annually. Management
intends to revise the wording of Clauses 3e and 3f, by December 31, 2009, to
more clearly identify responsibilities, and to modify Clause 3f to require the
Building Manager to provide the City with Annex Bs on a quarterly basis. The
City Solicitor has been consulted and concurs with this direction.

Recommendation 5

That the Building Manager ensure all Building Request Forms are signed by the
Building Manager and that the Building User initial each term and condition.

Management Response
Management agrees with this recommendation.

The Building Managers will be instructed to seek initials for each term and
condition on existing form. As part of a review and revision of all Access
Management Agreement forms, Management will seek the City Solicitor’s input
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on the adequacy of a statement on the permit that would alleviate the need to
have each term and condition initialed. Current permit includes “The
undersigned agrees to abide by the terms and conditions stated on the back of
this form”. The current permit includes a space for initialing next to each term
and condition that could lead to the perception that the absence of initials
indicates disagreement.

Recommendation 6

That the Building Manager provide a copy of Annex ] for all user/organizations
to the appropriate City of Ottawa officials.

Management Response
Management agrees with this recommendation.

Management has contacted the Southpointe Community Association and they
have agreed to provide the Department with signed copies of Annex ] for all
their users by September 30, 2009.

Recommendation 7

That the Building Manager document the pre- and post-event inspections of the
facility.

Management Response
Management agrees with the intent of this recommendation.

Management supports pre and post event inspections and documentation for
new, unknown user groups and for high-risk events where damage and loss are
more likely to occur. Building Managers will be instructed to document these
pre and post event inspections in those instances where they are completed.

Management does not believe, however, that inspections for bookings by known
groups with an established record of responsible use of facilities are warranted.
There are very low incidents of damages and injuries during regular user group
use of City and Partner facilities. Pre and post facility inspections for use by all
groups would be very onerous on a volunteer Building Manager group and
would establish a level of service that exceeds what is in place at City operated
facilities.

Recommendation 8
That an additional Vice-President be appointed to the Executive Committee.

Recommendation 9

That the Executive Committee be charged with the responsibility for search and
nomination of Board members whenever vacancies arise.
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Recommendation 10

That the Executive Committee establish annual objectives and performance
indicators so that it is can measure its success in achieving its objectives.

Recommendation 11

That the Executive Committee establish an annual self-evaluation of its
performance and of individual member performance.

Recommendation 12

That the Executive Committee approve, at each meeting, the minutes of the
previous Executive Committee meeting.

Recommendation 13

That the Executive Committee establish an in camera meeting policy similar to
that of Ottawa City Council.

Recommendation 14

That the Executive Committee ensure there is an individual who is qualified to
assume the responsibilities of Building Manager, in the event the position
becomes vacant.

Conclusion

Although the City and SCA continue to work under the Access Management
Agreement, no signed agreement has been in place since July 2005. A new
agreement should be entered into each year or the new agreement should make
provisions for it to be applied to periods subsequent to the one covered in the new
agreement. The audit has revealed some areas where there is a lack of compliance
with Access Management Agreement. In addition, some of the Governance Audit
Criteria have not been met. These areas should be examined bearing in mind the
small size and limited resources of the organization and the desire to avoid
overburdening it with bureaucracy and inflexible rules.

Acknowledgement

We wish to express our appreciation for the cooperation and assistance afforded the
audit team by management of the Southpointe Community Association.
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3.7 Audit of Year-End Spending 2004-2007
EXECUTIVE SUMMARY

Introduction

This audit was conducted as a result of a motion of Council at its September 26,
2007 meeting.

Background

On September 19, 2008 the Auditor General informed all members of Council that
due to difficulties in obtaining the required data from Financial Services, the audit
would be delayed pending receipt of adequate data. The data was ultimately
received in October 2008 and the analysis was then undertaken.

Objectives
The objectives of the audit were to:

e Examine year-end expenditure patterns to identify where spending in the
fourth quarter was excessive or unreasonable, indicating an attempt to
fully expend budgets prior to year-end; and,

e Identify any issues regarding reasonableness, appropriateness and
adherence to financial policy.

Scope

The scope of the audit included monthly expenditures for all branches and
divisions within each department for the last quarter of each year (i.e., October to
December) for the period 2004-2007 inclusive. Transactions from the Ottawa Police
Service and the Ottawa Public Library were not considered in the analysis.

As we established that four years represented a sufficient period to establish any
trends and as there was a change in SAP structure in 2004, the period 2001-2003 was
excluded.

Key Findings
Year-over-year expenditure levels in the fourth quarter were consistent and

reasonable. As such, there was no indication that budgets are being systematically
emptied in the final quarter of the year.

Although no pattern of excessive fourth quarter spending was observed, the total
annual budgets for certain accounts are regularly overspent, in some cases by
significant amounts. = These areas include: Conferences and Conventions,
Consultants, Receptions and Luncheons, Office Furniture and Equipment, and
Computers/Peripherals/ Software.
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Various obstacles relating to the financial system resulted in our obtaining the data
six months after our initial request. Files from three systems needed to be analysed.
Specifically, SAP data does not contain details of the M4/M5 system for fleet
expenditures as well as the Access Direct system for purchasing, credit, travel and
vehicle card expenditures. We also observed that the reasons for, or description of,
the expenditure is not always populated in SAP. Additional limitations, such as out
of scope transactions, (i.e., transactions that did not pertain to the fourth quarter)
were also identified with the data.

Recommendation 1

That the City fully review and validate the data generated for this audit to ensure
it is complete and accurate for any future year-end spending analysis.

Management Response

Management agrees with this recommendation. Management has reviewed and
validated the data to ensure it is complete and accurate for any future year-end
spending analysis.

Recommendation 2

That the City ensure appropriate budgeting practices are followed for all
accounts.

Management Response

Management agrees with this recommendation. In 2008 a Budget Challenge
Working Group was formed to undertake a review of the 2009 Budget and as
part of the 2010 budget challenge process there will be an analysis of
overspending/underspending of major account groupings. A review of
planned versus actual spending will assist in establishing an appropriate base for
the succeeding budget.

City of Ottawa budgeting policy and practice directs management to maintain
appropriate budget levels to support City operations. Expenditures against
budgets are monitored on an ongoing basis with variances reported and
explained on a quarterly basis through status update reports to Council. When
permanent changes are identified, budget adjustments are processed updating
the annual provision requested. Budget adjustments are not, however, processed
for minor variations reflecting temporary situations.

The accounts reviewed by the Auditor demonstrated that the budgets are
adjusted regularly. The overspending highlighted by the Auditor is a corporate
total whereas budgets are built at the cost centre level (approximately 2,500 cost
centres). For example, the cost element for Conferences and Conventions was
used in 284 cost centres in 2007. Overspending or underspending at the cost
element level varies from year to year and budgets are only adjusted if any
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overspending is known to be of a permanent nature. The analysis provided by
the Auditor General for the Conferences and Conventions element highlights
that the budget has been adjusted each year and the variance between budget
and actual has been reduced from $201,000 in 2004 to $35,000 in 2007. Certain
accounts may be overspent, however, this can vary by branch each year
depending on program requirements.

Management monitors their budgets for the purchases of materials, supplies and
services on a bottom line basis. If there is overspending in one cost element
typically there is underspending in another to ensure it does not result in a
bottom line deficit.

It should be noted that the analysis included the BIAs and the Pineview Golf
Course. Management would like to clarify that the beer purchases referenced in
Table 2 were for the Golf Course.

Recommendation 3
That the City reconcile M5 data with that in SAP at least twice a year.

Management Response

Management agrees with this recommendation. Reconciliation of data between
M5 and SAP was conducted as part of the SAP implementation in October 2008.
Regular inventory reconciliations were conducted within SAP (including Fleet
inventory) as part of the December 31, 2008 year-end. Future reconciliation will
be completed at least twice a year commencing in 2009.

Conclusion

Although there were challenges and obstacles that had to be overcome for Financial
Services to gather and provide the requested information, the analysis indicates that
fourth quarter spending was consistent and reasonable. Of greater concern is the
fact that for a number of the accounts selected for review; the total annual budgets
were regularly overspent, albeit not as the result of excessive year-end spending. In
addition, as a result of concerns with respect to the Fleet system (M5) and its
interface to the City’s financial system, the Office of the Auditor General will
undertake an audit of the M5 system in its 2010 work plan.

Finally, the difficulties encountered in producing useable data for this audit is cause
for concern. It raises questions about the City’s financial system and whether its
current functionality is adequate to efficiently provide accurate and timely
information to inform management decision-making in the future.
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3.8 Audit of the Assessment and Monitoring of Eligibility for
Social Housing Subsidies

EXECUTIVE SUMMARY

Introduction
On May 14, 2008 the City Council approved the following motion:

e That Council request the Auditor General to conduct an audit of the
eligibility assessment and on-going monitoring processes of the Service
Manager or designate for social housing applicants and tenants as part of the
2008 work plan;

e That Council request the Auditor General to conduct an audit of the role and
mandate of the Housing Branch as part of his 2008 work plan.

As such, these two audits were added to the 2008-2009 work plan for the Office of
the Auditor General.

Background

There are eight different social housing programs and six rent supplement
programs administered by the Service Manager. The City funds Rent Geared to
Income (RGI) subsidies in six of the social housing programs and all of the rent
supplement programs. In general terms, RGI subsidies cover the gap between what
low-income tenants can afford to pay for the housing unit, based on spending no
more than 30% of their gross household income or the Ontario Works (OW) and
Ontario Disability Support Program (ODSP) scale rents, and the actual market rent
for the unit.

Currently, in Ottawa there are approximately 16,500 rent-geared-to-income subsidy
units and 1,900 rent supplements under the Social Housing Reform Act (SHRA).
These are managed by 56 local housing providers (HP) or through agreements
between the City and more than 50 private landlords (See Appendix C for details).

Subsidizing social housing is a significant cost to the City. Overall, housing
providers and landlords with Rent Supplement agreements in Ottawa received
$107.8 million in operating subsidies in 2008 (2007 - $104.7 million). The City
received $32.7 million in funding from the Federal government in 2008 and 2007,
and $2.7 million for rent supplements from the Province in 2008 and 2007, leaving a
net cost of $72.4 million to the City in 2008 (2007 - $69.3 million).

There are almost 10,000 households on the centralized waiting list (CWL) for RGI
social housing. The number on the waiting list has been relatively constant over the
last five years. Approximately 20% of the list is housed each year. The average
wait time is five to eight years, with seniors, singles and those with either a local or
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provincial placement priority being housed more quickly, such as victims of abuse,
the homeless, and persons requiring urgent safety or are a medical priority.

Audit Objectives

The Audit of the Assessment and Monitoring of Eligibility for Social Housing
Subsidies is intended to provide assurance to the City that households deemed to
be eligible for social housing are in fact eligible and that the related calculation of
the RGI is accurate and updated to reflect a household’s changing circumstances,
such as income levels and/or a household’s composition. The objective was to
conduct a thorough compliance audit of all aspects related to the processes and
controls that the City has in place for assessing and monitoring eligibility for social
housing subsidies as mandated under the SHRA. In addition, the audit assessed
any processes and controls that are in place to ensure that the funding paid by the
City to the housing providers is used for the intended purposes. Finally, the audit
reviewed the processes and controls with respect to the determination of the
benchmark market rents, which are used to calculate the RGI subsidies, to ensure
that the risk of overpayment is minimized. The specific criteria for the audit are
detailed, by organization audited, in Section 4 of this report.

The audit methodology and approach included a planning, execution, and
reporting phase. The details of our findings are summarized in the observations
and recommendations sections of this report. A summary of the findings and
recommendations are presented below by Organization.

In addition to the audit of Assessing and Monitoring Eligibility for Social Housing
Subsidies, Council requested an audit of the Role and Mandate of the Housing
Branch. This audit began in the fall of 2008 however at the conclusion of the
planning phase management’s corporate re-organization resulted in the disbanding
of the Housing Branch and the elimination of the Director of Housing position. As
a result of this re-organization the audit of the role and mandate of the Housing
Branch was halted. Based on the work that was completed, management was
provided a set of observations and suggested actions. These are summarized
below.

Observations and Recommendations

Assessing and Monitoring Eligibility - The City of Ottawa (the City)

Overall, the City needs to improve its management controls and practices with
respect to the RGI Administration processes and oversight function as Service
Manager in the following areas:

e RGI oversight functions need to be formalized by drafting procedures to
guide the staff in carrying out their duties, including those to be performed
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during Housing Provider (HP) site visits such as testing the RGI subsidy
calculations.

e Not all HP Service Agreements between the HPs and the City are signed by
both parties and there is not always a sighed copy maintained on file.

e The Annual Information Returns (AIR) reconciliation process is often subject
to significant delays. A thorough analysis of the major causes for this is
required along with a plan of action for remedying the situation. This could
result in the redistribution of responsibilities related to this task.

e The follow up process related to HP Site Visit Report recommendations is
not always completed on a timely basis. A record of any form of
communication with the HPs is not maintained in the HP file for future
reference and follow up.

e Arisk profile to identify HPs that should be given priority during the site
visit cycle would make the process more effective and efficient.

e Periodic site visits to the Registry are required to test the Registry’s
compliance with the SHRA and with the Registry’s Agreement with the City.

Assessing and Monitoring Eligibility - The Social Housing Registry of Ottawa
(Registry)

With regard to the Registry:

e Consideration should be given to expanding the role of the Registry beyond
the current assessment of residency status to include an initial needs
assessment based on the applicant’s current income status. This would
ensure a more consistent approach to needs assessment, allow for more
efficient oversight by the City of this process and increase the accuracy of the
Central Waiting List (CWL).

e A reduction in the types of documentation accepted to assess applicants’
residency status would increase efficiency and reliability.

¢ Documentation of the rent arrears verification process can be improved.

Assessing and Monitoring Eligibility - Ottawa Community Housing Corp. (OCHC) and
Other Housing Providers

With respect to Ottawa Community Housing and other HPs we noted a lack of
standard policies and procedures related to RGI administration. However, it must
be noted that the OCHC is in the process of preparing a policy and procedures
manual that will include RGI administration. The City should be involved in this
process to assist and ensure that all HPs are managing the RGI processes and
controls in a consistent and equitable manner.
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Assessing and Monitoring Eligibility - Rent Supplement Office (RSO) of the City

With respect to the RSO, we noted that the Office is duplicating the efforts of the
Registry in the area of residency verification, which could be eliminated.

Role and Mandate of the Housing Branch

As explained above, although the audit of the role and mandate of the Housing
Branch was halted due to a re-organization of this function during the audit,
detailed observations and suggested actions were provided to management on a
number of issues based on the work completed, including:

e Balancing the Service Manager’s dual role as regulator and facilitator

e Actively monitoring the effectiveness of the central waiting list function

e Ensuring reliable and accessible records and information

e Considering new affordable housing options and strategies and

e Ongoing development of the Housing Strategy and communications with
Council Members

Recommendations

Recommendation 1

That the City develop formal procedures for all RGI administration oversight
functions including procedures to be performed during Housing Provider site
visits such as testing the RGI subsidy calculations.

Management Response
Management agrees with this recommendation.

Although informal procedures have been in place for a number of years, staff are
in the process of planning and developing a detailed procedure manual. The
procedure manual will capture and formalize in writing, the procedures for all
RGI administration oversight functions including procedures to be performed
during Housing Provider site visits. This process will be completed in Q1 2011.

Recommendation 2

That the City ensure all HP Service Agreements between the HPs and the City
are formalized (i.e., signed by both parties) and that a signed copy is maintained
on file.

Management Response
Management agrees with this recommendation.

A review of all HP Service Provider Agreements has been completed. The
review clarified that a total of four agreements were either missing or not
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properly executed. Appropriate action is underway to rectify the situation and
will be completed in Q1 2010.

Recommendation 3

That the City review and analyze the major cause(s) of the delays in the AIR
reconciliation process and establish a plan of action for eliminating these delays.

Management Response
Management agrees with this recommendation.

A review has been completed and action is now underway to create a second
Financial Co-ordinator position by eliminating an existing position. The job
description for the Financial Co-ordinator has been updated to appropriately
reflect the responsibilities regarding RGI administration, reconciliation and
duties related to the SHRA. Staffing will be completed in Q2 2010.

Recommendation 4

That the City implement a process for periodic validation of the HP self-
assessment of compliance.

Management Response
Management agrees with this recommendation.

It is current practice for the Program Administrator to review and confirm
accuracy of the HP self-assessment during a site visit with a housing provider.
This review also includes a governance practices review, a property management
review, a tenant file review and a review of RGI calculations. This process, which
includes a tracking system, will be formalized through the development of the
policy and procedure manual referenced in management’s response to
Recommendation 1. The procedure manual will be completed in Q1 2011.

Recommendation 5

That the City ensure follow up of the Site Visit Report recommendations is
completed on a timely basis and that a record of any form of communication with
the HPs be maintained in the HP file for future reference and follow up.

Management Response
Management agrees with this recommendation.

Staff will incorporate standardized procedures in the policy and procedure
manual for RGI administration (refer to management’s response to
Recommendation 1) to ensure timely reporting to and from the Housing
Provider regarding Site Visit Reports. A tracking system has been implemented
to ensure reporting timelines are met with appropriate notification and follow-
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up according to a prescribed schedule. The procedure manual will be completed
in Q1 2011.

Recommendation 6

That the City develop a risk profile to identify the sample of HPs that should be
given priority for site visits.

Management Response
Management agrees with this recommendation.

A risk assessment tool will be incorporated into the procedure manual
referenced in management’s response to Recommendation 1. The risk assessment
tool will take into consideration information received through the Annual
Information Review (AIR) process and site visits. It will include an evaluation on
how the Housing Provider meets the housing standards outlined in the Social
Housing Standards document which was developed by housing providers and
the City in 2008. The procedure manual will be completed in Q1 2011.

Recommendation 7

That the City perform periodic site visits to the Registry to test the Registry’s
compliance with the SHRA and with the Registry’s Agreement with the City.

Management Response
Management agrees with this recommendation.

A formal site visit and operational review will be conducted in the winter of
2010. Site visits are scheduled to occur every three years or more often if the
Service Manager deems it necessary. The formal site visit and operational review
will be completed in Q2 2010.

Recommendation 8

That Council petition the Ministries of Community and Social Services and
Municipal Affairs and Housing to develop legislation that allows greater sharing
of social assistance information across municipal programs.

Council Response
Management agrees with this recommendation.

The item will be brought forward to Council in Q2 2010.

Recommendation 9
That the City ensure the job descriptions of the positions involved in the RGI

administration process are current and specifically include responsibilities
related to RGI administration and other duties related to the SHRA.
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Management Response
Management agrees with this recommendation.

A majority of the job descriptions involved in the RGI administration process
have been updated (Program Administrator, Technical Assessor, Financial
Coordinator, Rent Supplement Clerk, Housing Officer). The remaining job
descriptions will be updated by the end of Q3 2010.

Recommendation 10

That the City pursue an expansion of the role of the Registry to include an initial
needs assessment.

Management Response
Management agrees with this recommendation.

Completing an initial household income verification at the time of application
would assist in determining if households are eligible for the “below market
rent” (BMR) income threshold. If eligible, they can be placed on the BMR
waiting list in addition to the social housing Centralized Waiting List which, will
improve options for housing. This, however, will not replace the requirement
that household income verification be completed by the housing provider at time
of offer. The rent subsidy is based on a unit specific calculation of household
income in relation to the market rent for the specific unit offered and income.
Those contributing to the income in a household may, and often do, change
between the time of the initial application and the time of offer which may be
several years later.

The income verification process and procedure will be completed by Q2 2010 and
will be included in the procedure manual referenced in management’s response
to Recommendation 1. In addition, a directive will be issued to the Registry
regarding this issue.

Recommendation 11

That the City seek 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 Response
Management disagrees with this recommendation.

Individuals fleeing abuse may lack financial or other resources required to
commence legal proceedings, or they may not be ready or willing to do so.
Although confirmation that legal proceedings have commenced would be
helpful in documenting an individual's situation, a letter signed by a doctor,
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social worker, or other acceptable representative, as is the current requirement, is
a more appropriate indicator of need.

Recommendation 12

That the Registry reduce the types of documents that establish that a household
meets the residency eligibility requirements by only allowing for example the
following types of proof:

e Canadian passport

Birth Certificate issued by a Canadian Province or Territory

Landed Immigrant Status paper

Residency card issued by the Canadian Government

Management Response
Management disagrees with this recommendation.

Management agrees that the list of acceptable documentation should be limited
but also believes that the Service Manager needs to retain flexibility so as not to
deny an eligible household who may be without the aforementioned documents
at the time of application. Examples of such circumstances could include: a
household fleeing abuse or a family becoming homeless because of a fire in their
residence - leaving their documentation behind. It takes time and money to re-
establish residency and some temporary discretion should be allowed in
situations such as these. In addition, current legislation allows and promotes
flexibility in residency eligibility documentation in cases of provincial housing
priority (Special Provincial Priority) for households experiencing domestic
violence.

Management believes that it is reasonable to substitute alternative documents
such as Ontario Works (OW) or Ontario Disability Support Program (ODSP) pay
stubs as proof of residency status. OW and ODSP have rigorous standards which
must be satisfied confirming residency status before funds are issued.

Recommendation 13

That the Registry document that arrears checking has been performed in all
cases.

Management Response
Management agrees with this recommendation.

A directive has been issued to the Registry to ensure this is procedure is
followed. Compliance with this requirement will be monitored through site visits
and normal exchange of data. Site visits are scheduled to occur every three years
or more often if the Service Manager deems it necessary.
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Recommendation 14

That the City work with HPs to develop standardized procedures for Housing

Placement, Annual Review Process, Changes to Household Occupancy and

Overhoused Households, including:

e Placement decision processes to ensure only Provincial- and City-mandated
criteria are used and other criteria (i.e., ethnic, religious, etc.) are not;

e Calculating the RGI subsidy under various circumstances;

e Utilizing T1 Assessments for all household members;

¢ Requiring a second person to check the RGI calculations for households
reporting self-employment income;

e Calculating interest income; and,

e Proof of residency to be obtained for cases where an occupant is added to a
household.

Management Response:

Management agrees with this recommendation and will work with Housing
Providers to meet the objectives as outlined in the recommendation. However,
requiring a second person to check RGI households for self-reporting income
may not be feasible for the smaller providers who rely on only one half-time
coordinator to manage the administration of the building. In these cases, there is
no other employee to check RGI calculations. By developing clear and consistent
guidelines for the calculation of RGI including those households with self-
employment income, the risk of error will be minimized. Standardized
procedures (refer to management’s response to Recommendation 1) will be
completed in Q1 2011.

Recommendation 15

That Housing Providers ensure all households with overhoused units are placed
on the Registry’s CWL within one year of becoming overhoused and that these
lists are updated on a quarterly basis.

Management Response:
Management agrees with this recommendation.

This requirement will be incorporated into the standardized procedures being
developed in response to Recommendation 1. A directive has been sent to all
Housing Providers regarding this requirement, and the Service Manager will
check for compliance as part of site visits by the end of Q1 2010.

Recommendation 16

That the City establish a clear timeframe for elimination of duplicate RGI
calculations by the Rent Supplement Office.
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Management Response:

Management agrees with this recommendation. Staff are currently testing a
revision of the SHAMIS software that will eliminate the need for manual
calculations. Commencing Q1 2010, staff will use only the SHAMIS software to
complete calculations.

Recommendation 17

That the RSO rely on the residency verification performed by the Registry and
discuss the file transfer process with the Registry to ensure that a mutually
agreeable timeframe can be established for the transfer of the files.

Management Response:

Management agrees with this recommendation. However, management wishes
to clarify that if a household has changed composition since the last update to the
application file at the Registry, the RSO will still need to verify that anyone
added meets the residency verification. The RSO and the Registry will develop a
protocol to ensure the timely transfer of files by the end of Q1 2010.

Conclusion

The objective of this audit was to provide assurance that households deemed to be
eligible for social housing are in fact eligible and that the related calculation of the
Rent Geared to Income (RGI) is accurate and updated to reflect a household’s
changing circumstances, such as income levels and/or a household’s composition.
Individual Housing Providers remain the key player in ensuring this as they have
been delegated the responsibility for assessing and monitoring need. The City’s
process for financial oversight of HPs to ensure funds are used appropriately is
comprehensive. However, its effectiveness is limited by ongoing delays in
procedures such as AIR reconciliation and site visit follow-up. It is important to
note the City’s jurisdiction in this regard is limited by the fact that, with the
exception of OCHC, HPs are fully independent bodies governed by Boards that do
not report to Council.

The lack of consistent and formalized procedures and the current gaps in the City’s
process for monitoring Housing Providers via validation of self-assessments, site
visits and follow-ups makes it difficult to provide complete assurance. There is a
perception among some citizens that there are instances of abuse in this area. The
lack of consistency in many areas creates the real risk that these concerns are more
than just perception. Although no specific cases of abuse were identified in the
audit, action on the recommendations contained herein is intended to minimize
these risks and result in greater assurance that those most in need are receiving the
available assistance.
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3.9 Audit of Sick Leave Management
EXECUTIVE SUMMARY

Introduction

The Audit of Sick Leave Management was included in the 2008 Audit Plan of the
Office of the Auditor General, first presented to Council in May 2007.

Background

The City manages sick leave using its Attendance Management Program (AMP).
The present program recognizes exemplary and improved attendance, fosters
employee awareness of the importance of good attendance, and provides assistance
to employees in improving attendance through a variety of programs. The City
should endeavour to improve both on an individual and collective level its
employees’ health. Reducing sick leave leads to both a savings for the City and
better service to the public.

A certain amount of sick leave is inevitable, that is when employees are sick they
should not be at work. However, studies have shown that corporations with a
strong wellness strategy benefit from: reduced absenteeism; employees having
better workplace morale; employees having better attitude toward the employer;
increased productivity; and, reduced overall costs. As well, healthier employees
may be less likely to be in an accident, may be sick less often or recover from
sickness more rapidly.

During 2007, the City of Ottawa employed approximately 17,000 employees with
annual compensation (salaries, wages, and benefits) of $1.1 billion?.

Not all employees are provided sick leave benefits, e.g., casual. In 2007, 11,470
employees used 881,547 paid sick hours costing taxpayers approximately $27.8
million or 4.5% of the $618. 5 million total employee’s compensation budget eligible
for short-term disability.

The City’s Enterprise-wide Resources Planning (ERP) System (SAP) 2007 sick leave
data used in this report excludes, Ottawa Police Service and Ottawa Public Library,
which are both out of scope. Also not included in the data are areas not reporting
to the City Manager - namely, the Office of the Auditor General (21.3 days of sick
leave - average of 2.7 days per employee) and Committee of Adjustment (125.0
days of sick leave - average of 8.9 days per employee).

The Attendance Management Program (AMP) provides short-term disability data
to management internally in days. Conversely, Employee Services has participated
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in the external Human Resources Benchmarking Network (HRBN) - Annual
Benchmarking Survey in hours. The latter is reported in hours to standardize the
data between participating organizations as various employees’ and organizations’
workdays vary in length.

The former Attendance Improvement Program (AIP) was modified and reissued in
January 2007 as AMP. One of the audit's objectives was to evaluate and assess if
there was strict adherence to AMP procedures. AMP is governed by corporate
procedures dated October 25, 2006, as amended following the award by the Board
of Arbitration on October 1, 2006. As reported under AMP, City employees covered
under the program used an average of 10.64 days in 2007.

AVERAGE SICK LEAVE STATISTICS 2005-2007

Per Employee Services

Average Sick leave day per| Employee
Year employee Count
2005 10.3 9,588
2006 10.1 10,034
2007 10.6 10,539

The Centres of Expertise relating to sick leave resides in the Employee Services
Branch, primarily in the Health and Safety Division, although Payroll Division and
Labour Relations and Human Rights and Employment Equity (HREE) have integral
roles. Staffing and Client Relations also play a role in the Priority Placement
Process. This process is triggered when there is a need to secure permanent suitable
accommodations for employees with permanent medical and functional
restrictions.
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Below is the 2007 organizational chart for Employee Services.

Employee Services

174.6 FTEs

Ortawa

Staffing & Client
Relations
33.5 FTEs

(2) Payroll

48 FTEs

Corporate Health &
Safety

2 FTEs

(1) Labour
Relations & HREE

18 FTEs

Compensation &
Benefits
33 FTEs

Planning &
Development
10.1 FTEs

(1) Part of City Clerk and
Solicitor Department in
2009
) Part of Finance
Department in 2009

Scope

Analyst, H&S (AMP)
1FTE

Employee
Health & Wellness
13 FTEs

Safety
9 FTEs

EAP

5 FTEs

The scope of the audit included the:

e Overall 2007 absenteeism related to all short-term disability (e.g., certified,

uncertified, paid, unpaid, etc.); and,

e Attendance Management Program.

The audit excludes:

e Absences related to Workplace Safety and Insurance Board of Ontario (WSIB)
injuries/illnesses and long-term disability (LTD) claims;

e Absences related to a declared disability;

e Ottawa Public Library; and,

e Ottawa Police Service.
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Objectives and Key Findings

Audit Objective 1: Assess if absenteeism related to sick leave is
appropriately managed.

The City of Ottawa has managed its employee’s sick leave through two programs:
the Attendance Improvement Program, and from January 2007 on, through the
Attendance Management Program. The objectives of AMP are to:

e “Recognize exemplary attendance and/or improved attendance

e Foster employee awareness of the importance of good attendance

e Assist employees in improving attendance through a variety of programs

e Encourage the reduction of the excessive use of IPP or sick leave benefits

e Accommodate employees with disabilities as defined under the
Ontario/Canadian Human Rights legislation

e Encourage the proper use of sick leave”

As decreasing sick leave is not, at present, an objective of the City’s current
program, no efforts are specifically made to do so. It is our opinion that a
fundamental goal of any attendance management program should be to decrease
sick leave. Unless the City clearly establishes such a goal and that senior managers
communicate it to lower level employees, decreasing sick leave will continue to
represent a challenge for the City.

The average paid sick hours per eligible employee has slightly increased from 2006
to 2007. Employee Services reported in the HRBN - Annual Benchmarking Survey,
for 2007, that 11,470 City employees used 881,547 paid sick hours for an average of
76.9 paid sick hours per eligible employee. Management estimates that, including
Ottawa Public Library, sick leave costs taxpayers approximately $27.8 million or
4.5% of the $618. 5 million total employee’s compensation budget eligible for short-
term disability. This represents an average increase of 3 paid hours per
participating employee from 2006. During 2006, a total of 844,089 paid sick hours
were incurred for an average of 73.9 paid sick hours per eligible employee (11,417
City employees).

When comparing Ottawa to other cities that have responded to the HRBN survey, it
was observed that many cities, such as Mississauga, had paid sick leave hours per
eligible employees lower than Ottawa.

Occupational Health Consultants (OHC) feel that corporate policies do not clearly
define the roles of the OHCs, managers and Labour Relations in the sick leave
management process. The Employee Health and Wellness (EH&W) unit perceives
that some employees look at short-term sick leave as a benefit owed to them and
not a form of insurance to be used for bona fide short-term disability. Managers
across the City share this view. There is a perception that as long as an employee
provides a medical certificate from a doctor, which has been accepted by their
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manager, very little can be done to manage sick leave. OHCs report that they do
not feel supported when they determine that the medical information provided
does not support an employee’s sick leave, and that they are often unclear as to
what Labour Relations and Legal expect from them when preparing for sick leave-
related grievance or arbitration proceedings. They also report that they are often
requested to seek/provide information that could violate their nursing code of
practice. OHCs are also uncomfortable attending grievance/arbitration hearings
alongside LR and Legal, jeopardizing their ability to appear somewhat neutral in
the disability management process, and to fulfill their other wellness role with
employees.

EH&W indicated that some medical certificates found to be unsatisfactory and/or
questionable, are nonetheless accepted. EH&W provided us with 25 examples
where employees should have provided an appropriate medical certificate and did
not. Six employees had not provided any certificates at all. EH&W have
introduced a process to identify employees who have not provided the appropriate
certificate, however the information may not be timely. Concerns related to
medical certificates provided by employees relate to (examples can be associated to
more than one category):

e 18 of 25 where the medical certificate was submitted more than 10 days
from the start of the absence;

e 6 of 25 were “shopping lists” where one medical certificate is provided
by an employee covering multiple unrelated absences under an
extended period (months). This practice is more common in Fire
Services. (e.g., A memo was sent in September to Fire Services
employees requesting a medical certificate for previous sick leave days,
e.g., from January, February, etc.);

e 11 of 25 where a physician did not see the employee during the illness
period and/or not under their care received medical certificates. In
some cases, a physician was seen within a relatively short period after
the absence/illness. However, in other cases the medical certificate was
obtained months later;

e 2 of 25 where the employee’s absences and dates provided on medical
certificate differed; and,

e 1 of 25 where the medical certificate was not dated.

Satisfactory medical certificates are not always coded certified in SAP prior to being
put on record in an employee’s human resources file. We tested a separate sample
of 24 absences where a medical certificate should have been received from the
employee and found:

e 12 medical notes were on file but the leave was not coded as certified
in SAP;
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¢ 3 medical notes were on file and the leave was not coded as certified in
SAP due to lack of dates and one was a fax; and,
¢ 9employees did not have a medical note on file.

The audit reviewed the following four areas where 2007 average number of short-
term sick days per employee was high.

Average

Absence Day per
Sample Area Reviewed Days Head Count| Headcount
EFA Centre Central Division 2,547 142 18
Centre d’accueil Champlain 1,801 169 11
Signal Design and Specification, Traffic Ops. 767 39 20
Ottawa Paramedic Service, Platoon B&D 2,010 115 17

We also examined an additional sample of timesheets for 25 employees: 5 from each
of the areas being reviewed (i.e., EFA Centre Central Division; Centre d’accueil
Champlain Division; Signal Design and Specification Unit, Traffic Operations; and,
Platoon B&D, Ottawa Paramedic). Management indicates that all references to
B&D Platoons are only valid in SAP. They further state that Paramedics listed in
SAP may (and often) are not aligned with the actual B&D Platoons as managed in
Telestaff. Telestaff manages platoon assignments separately and not necessarily in
accordance with SAP. If a high percentage of those staff who took sick leave were
shown in the sample as reporting to Platoon B&D and are now assigned on the
schedule to a different Coordinator, the report would incorrectly reflect a higher
absenteeism with that Platoon. The reporting structure in the Paramedic Service
differs from other departments within the City where the employee’s supervisor
oversees a Platoon. The Platoon is based on the work schedule. When an employee
changes work schedules, they change Coordinators and Platoons. This was not
being captured in SAP when employees changed schedules. Employees will
frequently change schedules to maintain balanced staffing levels throughout the
year.

However, as the City’s Enterprise-wide Resources Planning System, SAP’s accuracy
should continuously and consistently be maintained for all personnel including
Paramedics.

In addition, we selected a sample of five employees City-wide (i.e., Para Transpo;
Client Service Centre; Technology Infrastructure; Roads; and, Drinking Water). We
noted ineffective control over the submission, approval, and capturing of sick leave
forms for employees on exception reporting. Although the City has established
procedures, we found that lapse times for employees on exception reporting were
not always enforced which resulted in inadequate control over submissions.
Delays were noted in both employees submitting a timesheet and supervisory
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signing. In one case, the employee submitted four timesheets during 2007 with
absence being reported to Payroll months after their occurrence. By not submitting
a timesheet in a timely fashion, an employee can potentially:

e Be compensated at 100% of his/her salary when in fact, it should be at a
reduced rate of 67% (e.g., using second bank of sick leave);

e Not be placed on the AMP or not advance to the next step;

e Draw down on more than their uncertified sick leave allocation, etc.

For the sample of timesheets from 5 employees in each area covered and 5
employees selected City wide for a total of 25, we also reviewed the number of
occurrences where uncertified sick leave days were attached to a statutory holiday
or a weekend. Where an employee was absent on consecutive uncertified days, e.g.,
a Thursday and a Friday, this is considered as one occurrence; a Friday and the
following Monday, is also considered one occurrence. In addition, it is important to
note that only uncertified sick leave days are included in the following table. We
found:

UNCERTIFIED SICK LEAVE

# of Occurrences on a

Total weekend / Attached to

Occurrences of | Weekend or Statutory

Five Employees from: Sick Leave Holiday %

City wide 36 23 64%
EFA Centre Central Division 27 15 56%)
Centre d’accueil Champlain Division 30 19 63%
Signal Design and Specification employees 28 16 57%
Platoon B&D employees, Paramedic 19 13 68%)

In addition, 6 of these 25 employees had taken greater than their collective
agreements allotment of uncertified leave days.

The practice of recovering compensation for uncertified sick leave days in excess of
collective agreements allocation is inconsistently applied across the City. Although
three of the four areas reviewed had considered recovering compensation, only
Ottawa Paramedic Service and Traffic Operations have successfully recovered
compensation for uncertified sick leave days in excess of allocations. We found that
the City has not established a consistent City-wide initiative to recover those days
uncertified which are in excess of an employee’s collective agreement allotment.
This was originally identified in the 2006 audit of the Financial Control
Environment.

During the course of this and previous audits, we noted that SAP had not been fully
programmed to eliminate and/or reduce the number of manual processes which
staff are required to conduct. One of these processes relates to the top-up or top-
down of short-term sick banks being performed by OHCs. A risk exists, that if this
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manual process is not conducted on time, an employee may take greater than the
85-day bank for an illness and be compensated at 100% of his/her salary when in
fact, it should be at a reduced rate of 67% (e.g., using a second bank of sick leave).

Accommodations (modified work arrangements) are not consistently provided to
staff across City departments. Some employees on sick leave could return to work
at an earlier date if they were provided modified work. The City lacks a City-wide
inventory of modified duties position, which could be matched to employees.

We found that SAP’s utilization continues to be a struggle for some managers.

Three of the four areas reviewed did not conduct trend analysis. Although Ottawa
Paramedic Service did conduct trend analysis, we identified a number of
occurrences where two employees residing at a same address and either working in
a same unit or branch, took sick leave on a same specific day. This trend was also
identified in Employment and Financial Assistance Branch. The following table
highlights those employees living at a same address, which took three or more days
of sick leave concurrently and nine or more days of sick leave concurrently.

Took 3 > days of sick leave Took 9 > of sick leave
concurrently. concurrently.
BRANCH Pairs of % of Pairs of % of
Employees |Employees Employees |Employees

residing at the | residing residing at the | residing

same address | together same address | together
Employment & Financial Assistance (see table 8) 7 0f 24 29% 4 0of 24 17%
Ottawa Paramedic Service (see table 15) 8 of 26 31% 3 of 26 12%

Audit Objective 2: Assess appropriateness and effectiveness of the
Attendance Management Program.

An AMP cycle covers a period of six months. There are lengthy delays from the
end-of-cycle to the issuance of an attendance letter to employees. In all cases, at
least half of the next cycle had expired before an employee was given an attendance
letter.

The City has no “wellness strategy” and no overarching initiative to decrease sick
leave. Using the AMP data, we found that approximately:

e 29% of employees received letters for good or excellent attendance during
2007;

e 8% of employees were on AMP at various steps; and,
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e 63% of employees captured by the database did not have good or excellent
attendance nor did their sick leave meet the AMP criteria and therefore were
not being addressed under any strategy. Cases of high absenteeism falling
within the 63% may still need to be addressed. From both an operational and
financial aspect, the City would also benefit by decreasing sick leave of those
employees not meeting the AMP criteria.

AMP is a monitoring and reporting tool. Days, which managers deem an employee
to be legitimately sick, may be excluded using discretion. The remaining days are
eligible to the program. Although AMP forces managers to take notice of their
employees’ sick leave every six months, in our opinion, it has limited chances of
decreasing sick leave as AMP is a non-disciplinary program and managers do not
have the right to know the cause of absences.

Ottawa Paramedic Service has established a “discretion committee”, consisting of
10 coordinators and 1 officer from OPS as well as the AMP administrator from
Employee Services to convene and evaluate all requests for discretion. In other
areas of the City, one manager grants discretion for their direct reports. We
reviewed both the issue of the existence of a discretion committee and the recording
of personal information with the Municipal Freedom of Information and Protection of
Privacy Act (MFIPPA) and Elections Services Division. We were informed that
although specific names of employees are not given to the committee, discussion of
staff medical conditions in this forum infringes on an employee’s privacy. In
addition, as there is no legislative reason to capture any employee personal medical
information on a database, we were informed that OPS do not have the right to do
so. In fact, only Health and Safety Division have this legislative right.

The City has not established and communicated objectives and set measurable
targets to decrease sick leave absences. Goals and objectives would give managers
a clear definition of where the City sees itself within a distinct timeframe.

AMP reporting tool is not automated which creates a high risk of unintentional
inaccuracies. Specifically we found that previous cycle data was not re-extracted.
As SAP is a dynamic system, any sick leave entered to SAP for a previous cycle but
after the data extract date, failed to be captured on the AMP databases.
Management indicated that ensuring AMP’s data accuracy rests with managers.
However, we disagree with this approach. The AMP administrator should be
disseminating to departments accurate data. It should not require a manager to
verity its validity. There is also no verification that each manager re-ran the data in
SAP to confirm its accuracy. We conclude that the effectiveness of the program is
jeopardized and the program administrator’s role is questionable when the onus for
the accuracy of the information is placed on managers.

Some employees were not included on the AMP databases provided. We reviewed
four divisions and identified 33 employees that were not included in either AMP
databases but which incurred 452 sick leave days during 2007.
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TOTAL Sick

Leave Day by % Sick

AMP Division (per Leave

DIVISION SAP Headcount| Missing SAP) AMP missing Missing
EFA Centre Central 142 3 2,547 91 4%
Centre d’accueil Champlain 169 9 1,801 70 4%
Operations Division, OPS 352 9 5,028 114 2%
Traffic Operations 197 12 2,201 177 8%
TOTAL 860 33 11,577 452 4%

For the four divisions we reviewed, an average of 4% of sick leave reflected in the
AMP databases was understated due to employees not captured. This does not
take into account any inaccuracies, such as understatements of sick leave taken,
resulting from AMP data not being regenerated for previous cycles.

As part of AMP, the Health and Safety Division of Employee Services calculate the
average number of sick days per employee. However, these statistics have not
been communicated to operational managers as an evaluation of how they compare
to other areas and to City Council for information purposes. Because absenteeism is
a significant cost to the City, in our opinion, Employee Services should
communicate each cycle’s results downward from Executive Management
Committee all the way down to program managers as well as to City Council.
Reporting should reflect both the number of days as well as the related costs.

We noted that the City of Toronto was able to over time reduce its average sick
leave day per employee from 9.2 days in 2001 to 7.9 days in 2007.

Management advised us that the City of Toronto’s Short Term Sick Leave Plan differs
significantly from the City of Ottawa’s plan. City of Toronto employees accrue sick
leave based on hours worked. Once the accrued number of days or hours have been
utilized, there are no provisions for the leave to be replenished until the employee is
able to accrue more, whereas, with the City of Ottawa, permanent full-time
employees with at least six months service are eligible for Income Protection Plan
(IPP) benefits of 17 weeks (85 days) annually. Some of this is paid at full salary, and
some at 66 2/3% of salary, based on years of service (i.e., 1 year of service - 2 weeks
at full salary, and 15 weeks at 66 2/3%; 10 years of service - 17 weeks at full salary).
This entitlement can also be reinstated within the same year under certain
conditions (i.e., employee returns to work for at least one full shift and needs to go
off work again for a different medical condition; or employee returns to work and
subsequently goes off again for a related medical condition, as long as 30 calendar
days have elapsed between the cessation of the previous claim and the
commencement of the related claim CUPE 503). Nonetheless, it is important to
note that the City of Toronto has decreased its sick leave.
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The following table compares the City of Toronto’s AMP averages for the last three
years to the City of Ottawa’s levels.

Year City of Ottawa City of Toronto
2005 10.3 8.7
2006 10.1 7.6
2007 10.6 7.9

Recommendations and Management Responses

Recommendation 1

That the City establish and communicate a fundamental AMP objective of
decreasing sick leave.

Management Response

Management agrees with this recommendation. The objective has been
established and communicated.

The Application section of the Attendance Management Program (AMP)
procedures document clearly states that the program’s primary objectives are to:

e Encourage and recognize exemplary attendance and/or improved
attendance; and,

e Address absenteeism related to the use of sick leave.

The section further states that culpable absences, and any related disciplinary

action, will be dealt with outside of this program.

The program information is available to managers and employees on Ozone.

Recommendation 2

That the City create SAP standard reports to assist managers in monitoring,
investigating and managing employees sick leave trends.

Management Response
Management agrees with this recommendation and has implemented it.

Standard SAP sick leave reports are now available on Ozone under ManagerInfo
> HR Reports > Sick Leave Usage Reports. The availability of these reports was
communicated in a Management Bulletin on May 12, 2009.

Recommendation 3

That the City ensure that employees on exception reporting submit timesheets
promptly and remind managers/supervisor of their responsibility to ensure direct
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reports submit timesheets within the required 5 to 10 days after the leave or
additional hours are worked.

Management Response
Management agrees with this recommendation.

Management agrees that all City employees are responsible for submitting their
time sheets and leave requests in a timely manner to their
supervisors/managers, who are in turn responsible for ensuring that the time
and leave is approved and entered into SAP. Managers are also responsible for
completing timesheets on behalf of employees who are away from work for more
than four consecutive days.

Managers were advised of the importance of submitting time and leave reporting
forms in a timely manner in recent communications issued in the spring of 2009
regarding the automated sick leave tracking process. A broader communication
to managers and staff is planned for summer 2009 via employee communications
and City Briefs to outline the same requirement and the benefits of having up-to-
date information.

The importance of submitting forms in a timely manner will also be reinforced
during New Employee orientation sessions commencing Q3 2009.

Recommendation 4

That the City ensure that all employees provide the required satisfactory medical
certificates to EH&W within the prescribed number of days, as stipulated by individual
collective agreements and that the City not pay these absences until a satisfactory
medical certificate is received.

Management Response
Management agrees with this recommendation.

Management agrees that it is an employee’s responsibility to submit satisfactory
medical certificates in a timely manner to their manager, to whom falls the
responsibility for accepting or rejecting the certificates on the basis of established
criteria and ensuring satisfactory certificates are forwarded to EH&W for
inclusion in the employee’s medical file.

Management also agrees that it is a manager’s responsibility to ensure that
approved, certified sick leave is entered into SAP for payment only after a
satisfactory medical certificate has been received and approved per the
applicable collective agreement.

Recent improvements have been made to the sick leave tracking process. Since
May 2009, managers have been receiving emails advising them when their
employee(s) sick leave has been entered into the SAP system and that a medical
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certificate is required. This allows the manager to better manage the certification
process and to ensure that sick leave is appropriately approved and paid.

By September 2009, if an employee submits time sheets for uncertified sick leave
and his or her uncertified sick leave is exhausted, the time submitted will
automatically revert to unpaid sick leave if a medical certificate has not been
submitted and approved to support certified sick leave.

OAG COMMENT: The OAG considers that this recommendation should be
forwarded to the Audit, Budget and Finance Committee for discussion.

Recommendation 5

That the City document and communicate a policy/procedure/guideline clearly stating
the criteria when a medical certificate will be deemed unsatisfactory and will not be
accepted, (e.g., listing of an employee’s absences in more than one period; doctor’s
medical certificate where the employee was not seen by the doctor during the absence;
medical certificate for an absence which occurred at a much earlier date, etc.) and that
responsibility for refusal of a medical certificate be clearly established.

Management Response
Management agrees with this recommendation.

Management will establish and document criteria for acceptable medical
certificates, and communicate it to management, employees and unions by Q4
20009.

Recommendation 6

That Employee Health and Wellness ensure that medical certificates are
appropriate and meet the City’s requirements and be given the final authority to
challenge medical certificates.

Management Response
Management partially agrees with this recommendation.

Management agrees that only those medical certificates that meet established
criteria are to be accepted for substantiating sick leave (criteria to be formalized
as outlined in Recommendation 5).

However, management disagrees with the suggestion that EH&W has the
responsibility and final authority for the approval of medical certificates: this is
the responsibility of managers.

EH&W will establish the criteria for acceptable medical certificates based on their
expertise and recognized industry practice, and will continue to provide
guidance to management in the application of the criteria in support of
managers’ responsibility to approve leave and manage the attendance of
employees. Going forward, managers will be reminded of their responsibility
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for approving all types of leave (including sick leave), and will be provided
training in support of this responsibility.

OAG COMMENT: The OAG considers that this recommendation should be
forwarded to the Audit, Budget and Finance Committee for discussion.

Recommendation 7

That Employee Services ensure that employees be advised of those certificates,
which are found unsatisfactory and that a consistent follow-up process occur to
get a satisfactory certificate.

Management Response

Management agrees with this recommendation. EH&W already undertakes this
practice on a regular basis.

Under the newly implemented process, the responsibility for follow-up will be
with managers/supervisors with support from EH&W. The May 12, 2009
Management Bulletin regarding the new sick leave tracking process explained to
managers their responsibility for contacting employees to remind them of the
need for medical certificates once they have exhausted their uncertified sick leave
entitlements. This has also been reinforced during management briefing sessions
held in conjunction with the management bulletin.

Management will ensure that the communication to managers under
recommendation 5 also reminds managers/supervisors of their responsibility to
follow up on their employees’ outstanding satisfactory medical certificates.
Employees will also be reminded of what constitutes a satisfactory medical
certificate.

Recommendation 8

That Employee Services ensure that those certificates, which are received and
satisfactory, are promptly and accurately entered in SAP.

Management Response
Management partially agrees with this recommendation.

Management agrees that the receipt of satisfactory medical certificates should be
promptly and accurately recorded in SAP.

However, management disagrees that this is a responsibility of Employee
Services (Human Resources): ensuring that time/leave is approved and properly
submitted is a management responsibility. Accordingly, managers are
responsible for accepting or rejecting medical certificates based on established
criteria, and for approving employee time/leave in accordance with the
applicable collective agreement or policies through the established processes.
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As part of the current time/leave automation project, the capability for
management to indicate their approval of medical certificates while entering the
corresponding time/leave will be developed by Q4 2009.

OAG COMMENT: The OAG considers that this recommendation should be
forwarded to the Audit, Budget and Finance Committee for discussion.

Recommendation 9

That the City determine the length of an appropriate wait-period/final date after
which it will no longer accept medical certificates.

Management Response

Management agrees with this recommendation and has established this
standard.

The City’s new automated sick leave tracking system, introduced in May 2009,
established 10 working days (plus seven calendar days to allow for travel time)
for the medical certificate to be received by EH&W.

Employee Services (Human Resources) will work with Labour Relations, Payroll
and the City’s unions to establish and communicate these criteria in Q4 2009.

Recommendation 10

That the City establish a process to advise employees that recovery of
compensation will take place in the absence of an appropriated medical
certificate; and, that the City recover compensation for uncertified absence in
excess of collective agreements bank consistently City-wide.

Management Response

Management agrees with this recommendation. This process is currently in
place.

Management explored the automation of sick leave tracking and such a system
was found to be achievable. Accordingly, through 2009, the City is implementing
an automated sick leave tracking system for the majority of the organization.
This will ensure that sick leave in excess of entitlements allowed in the collective
agreements are automatically recovered if employees do not supply medical
certificates in a timely fashion per the applicable collective agreement. ATU 1760
and IATSE are currently in a statutory freeze (due to bargaining) and will be
implemented at a later date.

In May 2009, communications via Ozone and through regular inter-office mail
were sent to all managers and employees regarding the recovery of
compensation in the absence of valid medical certificates.
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It is expected that the practice will be implemented corporate-wide once
discussions take place with the unions, which is anticipated to be by the end of
Q1 2010.

Recommendation 11

That the City explore possible automation of the top-up and top-down of
employees sick leave banks to ensure compensation is at the appropriate rate.

Management Response

Management agrees with the intent of this recommendation, but has determined
that automation would not be cost effective.

The City explored automating the top-up and top-down of sick leave during the
IBS project in 2003-04. Given every top-up/top-down situation is unique and the
numerous variables associated with it, it was determined that the actual top-up
and top-down would be very difficult to automate and would not be a cost-
effective solution.

However, the City acknowledges that there was a gap in the process. As such,
effective May 1, 2009, Employee Health and Wellness and Payroll implemented a
new process for top-ups and top-downs with appropriate controls and sign-offs
in place: Payroll is now responsible for all top-ups and top-downs in SAP, as
directed by EH&W; all top-ups require the approval of the program manager,
EH&W; and, Payroll validates all pay adjustments as a result of top-ups and top-
downs to ensure accuracy.

Recommendation 12

That the City institute a process to ensure that any over compensation, where an
employee should have been paid at 2/3 of salary is promptly recovered.

Management Response
Management agrees with this recommendation.

Further to the new top-up/top-down process described in management’s
response to Recommendation 11, an SAP report will be developed by Q4 2009
and incorporated in a review process to ensure that employee banks are topped
down as required. The majority of overpayments are automatically recovered
through SAP. Where the employee does not have sufficient funds to make the
recovery, the employee is contacted by Payroll to make arrangements to recover
per the Payroll Guidelines for Recovery of Overpayments.

Recommendation 13

That the City treat accommodations as a corporate initiative and that staff that
can perform modified work be accommodated.
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Management Response
Management agrees with this recommendation.

A significant number of employees are accommodated in modified work at the
City every year, as a result of either work-related or non-work-related injuries or
illnesses. Management acknowledges that there is always room to improve
program performance and that increasing the awareness and understanding of
both management and employee responsibilities is an important part of this
process.

Occupational Health and Wellness will address the need for broader awareness
and understanding as a component of a broader wellness strategy that is
scheduled for Senior Management Committee (SMC) approval and
implementation in Q2 2010.

Recommendation 14

That the City prepare an inventory of modified duty positions and match
employee capabilities to available work in order to provide timely and effective
returns to work for all employees who are partially disabled, or are returning to
work from sick leave with temporary restrictions.

Management Response
Management agrees in principle with this recommendation.

While management agrees with this recommendation in principle, they also
realize that a “modified duty” position may not always be suitable for every
employee’s limitations. Quite often, employees are accommodated in their own
position with changes made to accommodate their temporary or permanent
limitations and precautions. Therefore, attempting to prepare a modified duty
position “inventory” for the City would not be practicable or feasible. However,
management agrees to create an inventory of the positions that are currently
most frequently used to provide modified work for employees returning from
sick leave, along with any job demands analyses that may have already been
completed for these positions.

As part of Recommendation 13, EH&W, along with management representatives,
will be tasked with commencing the development of a Citywide inventory of
modified duty positions. The stakeholder team will begin by identifying and
documenting an inventory of the positions that are currently most frequently
used to provide modified work for employees returning from sick leave, along
with any job demands analyses that may have already been completed for these
positions by Q2 2010.
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Recommendation 15

That the City clarify the roles and responsibilities of employees, managers and/or
supervisors and of the Centres of Expertise, e.g.,, EH&W, LR, Payroll, etc. in
relation to the sick leave management process.

Management Response
Management agrees with this recommendation.

Roles and responsibilities for employees, managers, supervisors and Human
Resource (Employee Services), Labour Relations and Payroll are clearly set out in
the AMP Procedures. Roles and responsibilities are also set out in the Return to
Work Program document.

Representatives from Employee Services (Human Resources), Labour Relations,
Legal Services and Payroll will review the current sick leave management
process roles and responsibilities to identify any areas that require modification
or clarification. Once identified, the required changes will be made to the
affected documents and communicated to managers and staff by Q1 2010.

Recommendation 16

That EFA Centre Central Division’s supervisors perform quarterly analysis of

sick leave including, but not limited to:

e Implement follow-up of uncertified sick leave or alternately not pay any
absence greater than the collective agreement allocation unless certified;

e Implementing a follow-up of greater than four day uncertified sick leave;

e Determine trend in weekday usage and investigate as required; and,

o Investigate all occurrences of sick leave taken by two employees residing at a
same address.

Management Response

Management agrees with this recommendation. This practice is currently in
place.

The EFA Central division has implemented an enhanced quarterly review
process (Q1 2009) of sick leave for staff identified as exceeding the collective
agreement allocation or the four day uncertified sick leave allotment.  This
review is done on the 30th day of the last month of each quarter. Each manager’s
administrative assistant produces the report for the manager’s review and
dissemination as required.

Staff that were in either of these categories were identified and follow-up was
completed, the results of which included not being paid or the creation of an
overpayment; both of which were done in consultation with Labour Relations.

While managers/supervisors are to maintain their individual leave tracking and
follow-up processes with staff, the new automated tracking system (that alerts
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the manager or supervisor of uncertified sick leave days exceeding the allotment)
will assist management in the monitoring and follow-up process.

SAP quarterly analysis will also include trends in weekday usage and occurrence
of sick leave taken by two employees residing at the same address. The HR
consultant will complete the analysis on the 30th day of the last month of each
quarter and forward it to the manager for review and follow-up with the
management team. Any further investigations of staff will be done in
consultation with Labour Relations.

Recommendation 17

That EFA Centre Central Division ensure that SAP access of sick leave report be
made available to managers/supervisors with direct reports. These supervisors
should also receive SAP training on how to obtain the required information.

Management Response
Management agrees with this recommendation.

Management agrees that managers/supervisors with direct reports should have
access to key human resource reports, such as sick leave, for the purpose of
monitoring, analysis and follow-up.

The recent and future enhancements of having these reports available to
managers/supervisors through the Management Self Serve (MSS) application on
Ozone will enable staff and supervisors to monitor and update their records
easily and efficiently from their desktop.

Human Resources continue to update the functions of MSS. Some management
staff attended the HR Automation update and training on the new
enhancements. Additional training and support will be offered to ensure all
managers and supervisors are trained on the tools and reports by Q3 2009.

Recommendation 18

That Centre d’accueil Champlain Division clearly define and assign
responsibility for day-to-day management of sick leave and routinely monitor
short-term sick leave absences in addition to the twice-yearly AMP review.

Management Response
Management agrees with this recommendation.

The program managers at Centre d’accueil Champlain are responsible for day-to-
day management of sick leave. The Long- Term Care Branch is presently in the
process of implementing the Telestaff automated staff scheduling system at
Centre d’accueil Champlain to support managers in their routine monitoring of
sick leave. The Telestaff system is implemented in three of the four long-term
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care homes and staff anticipates it will be fully implemented at Centre d’accueil
Champlain by Q3 of 2009

Recommendation 19

That Centre d’accueil Champlain Division perform trend analysis for individual
employees using either SAP or Telestaff and investigate possible trend.

Management Response
Management agrees with this recommendation.

The Telestaff system provides regular sick leave reports to program managers to
assist them in their ongoing monitoring of sick time and to improve trend
analysis.

With respect to the findings of sick leave days attached to weekends, it is
important to note that long-term care staff work every second weekend.
Consequently, Mondays and Fridays are not necessarily attached to a “weekend”
for these employees.

The Telestaff system is implemented in three of the four long-term care homes
and staff anticipates it will be fully implemented at Centre d’accueil Champlain
by Q3 2009.

Recommendation 20
That Traffic Operations institute trend analysis of sick leave days taken.

Management Response

Management agrees with this recommendation. This practice is currently in
place.

The Sick Leave Usage report available on Ozone under Managers” Self Serve has
been enhanced so that detailed information regarding sick leave usage can be
tracked and analyzed.

The report is now being used by management on a monthly basis to track and
analyze the types of sick leave being taken (i.e., certified, uncertified) for all
employees. The trend analysis resulting from this report will be presented to the
Roads and Traffic Operations and Maintenance branch management team to
discuss any remedial action that may be required.

In addition, the newly introduced automated tracking of sick leave provides
managers with the ability to manage sick leave pro-actively by monitoring
consecutive and cumulative sick hours taken. It also assists managers in taking
the necessary steps to notify employees when medical certificates are required.
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Recommendation 21

That Ottawa Paramedic Service ensure that, as the City’s Enterprise-wide
Resources Planning System, SAP’s accuracy is continuously and consistently
maintained for all Paramedic personnel.

Management Response
Management agrees with this recommendation.

Although SAP is the City’s Enterprise-wide Resources Planning System, it does
not have the functionality to capture Ottawa Paramedic Service dynamic
scheduling needs and operational imperatives. Therefore, Telestatf will continue
to be a necessary tool for OPS because of its industry-specific capabilities.

OPS will ensure that SAP and Telestaff are recording the same data elements for
the purpose of sick leave management by Q3 2009.

Recommendation 22

That Ottawa Paramedic Service investigate trends and take appropriate action as
required, including, but not limited to, addressing absences of two individuals
living at a same address taking sick leave on a specific day.

Management Response

Management agrees with this recommendation. This practice is currently in
place.

The Ottawa Paramedic Service will continue to monitor trends in employee
absences and will take action as required in consultation with EH&W and
Labour Relations.

Recommendation 23

That Employee Services provide further training to all supervisors with direct
reports who contribute and/or are involved in the AMP process.

Management Response
Management agrees with this recommendation.

Work is currently underway to include an overview of the AMP in the new
supervisor/manager development sessions (currently under development).

Employee Services (Human Resources) will work with Labour Relations to
develop initial and refresher AMP training sessions for managers in Q1 2010.
Once developed, Human Resources and Labour Relations will communicate the
availability of the training and will begin to schedule and offer sessions by Q2
2010.

Office of the Auditor General 2008 Annual Report Page 133



((OITCIWCI Audit of Sick Leave Management

Recommendation 24

That Employee Services ensure all employees are captured in the AMP databases,
rerun the export of the data from SAP for the previous cycle to ensure data
accuracy, and that the databases be reviewed by another resource before
spreadsheets are provided to departments.

Management Response
Management partially agrees with this recommendation.

Human Resources (Employee Services) will ensure that all sick days for
employees within the scope of the AMP are captured in the AMP database,
including those employees who retire/leave the City during the year (with the
exception of firefighters on pre-retirement leave in accordance with their
collective agreement provisions).

While management agrees with the need to work with accurate data,
management disagrees with re-running of the previous cycle’s data export for
every six-month cycle, as conducting the second data download is not cost
effective.

SAP data is accurate and reflects the information inputted by the branches.
Historically, there have been approximately 20 discrepancies in each cycle out of
11,000 employees in the AMP. These discrepancies are largely due to timesheets
being entered after the semi-annual data download is complete. If timesheets are
entered in a timely fashion and if management compares their AMP
spreadsheets with their branch records and responds back to the AMP
administrator with discrepancies, the necessary corrections will be made.

There is no recognized value in the database being reviewed by another resource
because there would be no way for this second resource to know whether data
was missing or not. This has primarily been an issue for a small number of
employees in those groups where Telestaff is used to schedule employees in 24/7
operations. When Recommendation 21 is implemented by Paramedic Services,
the occurrence of this problem will be greatly minimized.

OAG COMMENT: The OAG considers that this recommendation should be
forwarded to the Audit, Budget and Finance Committee for discussion.

Recommendation 25

That Employee Services in consultation with Information Technology Services
investigate the use of an automated tool for AMP reporting.

Management Response
Management agrees with this recommendation.
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Employee Services, in consultation with IT, will investigate the possibility of
increasing the automation capability of the AMP system tools by Q4 2009.

Recommendation 26

That the City ensure all step letters are filed in individual employee’s human
resources file.

Management Response
Management agrees with this recommendation. This practice is currently in
place.

Managers are instructed to send copies of signed letters back to the AMP
administrator, who then forwards them to Records for inclusion in the
employees’ personnel file.

The AMP administrator will send a reminder of this requirement to all managers
who are receiving employee letters for the next AMP cycle by Q3 2009.

Recommendation 27

That the City develop and document a wellness strategy aimed at decreasing sick
leave; that it further establish objectives and set measurable targets for the
organization; and, that these be effectively communicated.

Management Response
Management agrees with this recommendation.

Management agrees that development of a corporate wellness strategy would
benefit employees and the organization; however, it must be holistic in nature,
and its objectives much broader in scope than just the reduction of sick leave.

With input from the Senior Management Committee, Employee Services (Human
Resources) will develop a wellness strategy (see Recommendation 13) that is
linked with, and supports the corporate service excellence strategy and workplan
by Q2 2010.

Recommendation 28

That the City report to all levels of management as well as City Council on:
e The status of the set targets vs. improvements in absenteeism; and,

e Days taken by branch as well as related costs each cycle.

Management Response
Management agrees with this recommendation.

A corporate-wide performance reporting framework, which will rise through
standing committees and Council, is currently being developed. As part of this
development effort, Employee Services (Human Resources) will be
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recommending performance measures to be included in the framework,
including measures related to employee attendance, by Q2 2010.

Recommendation 29

That Employee Services ensure that all employees who incurred sick leave for
the period, including those no longer employed by the City, are included for
reporting purposes.

Management Response
Management agrees with this recommendation.

Employee Services (Human Resources) will ensure that all sick days for
employees within the scope of the AMP are captured in the AMP database,
including those employees who retire/leave the City during the year (with the
exception of firefighters on pre-retirement leave in accordance with their
collective agreement provisions), by Q4 2009.

Recommendation 30

That Employee Services explore alternative means to minimize the lapse between
the end of the program cycle; supplying letters to all operating departments and
the issuance of the letter to an employee.

Management Response
Management agrees with this recommendation.

Means to minimize the time lapse between the end of a cycle and the provision of
letters to employees has been investigated, with the following findings:

e The time that Payroll requires (one month) from the end of a cycle to ensure
that all leave is entered (some groups are paid three weeks in arrears) cannot
be reduced.

¢ An additional resource could help reduce time required to download data
from SAP to AMP database and manipulate data to prepare spreadsheets for
managers by as much as two weeks. Human Resources will explore the
feasibility of providing additional support to the AMP administrator through
the HR Service Centre, which will be established during Q3 2009.

In some instances, there is significant lapse between the time managers receive

letters and the actual dissemination to employees. The AMP administrator will

remind managers of the need to promptly provide letters to employees at the

next program cycle in Q3 2009.

Recommendation 31

That Ottawa Paramedic Service immediately discontinue both the existence of its
discretion committee as well as the capturing of personal medical information of
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employees on a database and that MFIPPA and Elections Services Division
review all such practice in the City.

Management Response
Management agrees with this recommendation.

As of June 30, 2009, the Ottawa Paramedic Service discontinued the use of a
discretion committee for decisions related to AMP, including the capture of
personal medical information.

Recommendation 32

That the City closely monitor and assess if positive results materialize from
providing ATU employees with monetary incentives for taking less sick leave
and perform a cost-benefit analysis of these.

Management Response
Management agrees with this recommendation.

To the extent that relevant data is available, by Q4 2009, Employee Services
(Human Resources) will investigate whether or not the monetary incentive
provided to ATU 1760 employees has resulted in a reduction in sick leave days
taken, or sick leave costs, since the introduction of the incentive.

Conclusion

Studies have shown that corporations with a strong wellness strategy benefit from:
reduced absenteeism; employees having better workplace morale; employee having
better attitude toward their employer; employees having increased productivity;
reduced overall costs; and, that healthier employees may be less likely to be in an
accident, may be sick less often or recover from sickness more rapidly.

However, the City lacks a proactive strategic initiative aimed at improving wellness
and thereby decreasing sick leave. Until such a strategy is devised, that objectives
are established, that measurable targets are set, and results analysed, in our
opinion, decreasing sick leave has less chance of success.

AMP is not a sick leave management system but simply reports sick leave absences.
Efforts in sick leave management are mainly directed at the tracking and reporting
of absences. Although important, it is only one facet of managing sick leave. AMP’s
reporting tool (presently two Excel spreadsheets) also needs to capture all
information accurately and should be improved through the use of SAP.

For the most part, employees with perfect or good attendance are provided a letter
as a form of positive reinforcement; and at the other end of the continuum, staff
with problematic sick leave are provided a letter as a form of negative
reinforcement. Sick leave of employees not included within either of these
categories is not directly addressed. From both an operational and financial aspect,
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the City would benefit by not only decreasing sick leave of those employees which
are at an Attendance Management Program step but in decreasing all short-term
sick leave. Issues with inaccuracies in the reporting of AMP (Excel spreadsheet -
reporting tool) and the timeliness of providing staff with attendance letters require
attention.

In order to put the initiative to the forefront, continuous reporting of sick leave and
related costs to all levels of management as well as to City Council also needs to be
introduced.

A change of culture where employees cease to look at short-term sick leave as a
benefit owed to them and preferably as a form of insurance to be made use of for
bona fide short-term disability is needed.

The management of the medical certificates needs to be improved. Specifically,
inappropriate medical certificates need to be challenged more aggressively; and,
certification of the leave needs to be coded more timely in SAP.

Management of trends, such as employees living at a same address and taking leave
concurrently also needs to be improved.

When comparing Ottawa’s short-term sick leave to other cities that responded to
the HRBN survey, it was observed that many cities had paid sick leave hours per
eligible employees lower than Ottawa.

Furthermore, while comparing Ottawa’s AMP results to those of the City of
Toronto, we determined that Toronto more successfully reduced over time its
average sick leave day per employee. In 2007, Toronto stood at 7.9 days per
employee compared to Ottawa at 10.6 days.
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3.10Audit of the Traffic Operations Division
EXECUTIVE SUMMARY

Introduction

The Audit of the Traffic Operations Division was included in the 2008 Audit Plan of
the Office of the Auditor General that was presented to Council.

Audit Scope

The scope of this audit was to examine aspects of the Traffic Operations Division of
the Transportation and Parking Branch, Department of Public Works and Services,
generally excluding elements being addressed under separate concurrent audits;
more particularly the 2008 Audit of the Parking Function and the 2008 Audit of
Moonlighting and Corporate Risk Issues - Traffic Operations.

The audit addressed the overall coordination and administration of traffic
management, control and right of way lighting systems on municipal roads
throughout the City of Ottawa. Specifically, the audit addressed areas of the
Division’s activities related to: signs and pavement markings; traffic control
systems; traffic engineering; signal design and installation; maintenance
management; and, street light asset management.

The work undertaken by the Division has remained consistent over the past five
years with limited changes to the Division’s organization, all addressed through

internal reorganizations, the latest of which was implemented in Spring/Summer
2008.

Audit Objectives

The audit included an examination of the Division to assess whether the objectives
that have been set are being achieved. Seven broad audit objectives were identified
to assess if:

e The existing Traffic Operations mandate is comprehensive, the processes for
updating the strategies address relevant municipal policies and priorities, and to
determine if staff accountabilities are appropriate and effective;

e Appropriate processes are in place to plan daily, monthly, annual, long-term
and capital activities in a manner that provides for efficient, effective and
economic service delivery;

e Appropriate financial systems are in place to budget, record, track and monitor
all expenditures within the Division in an efficient, effective and economical
manner which facilitates service delivery;

e Appropriate systems, policies and processes are in place to manage staff;
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e The City receives value for money for services performed;

e Appropriate standards exist, are communicated to staff, are maintained,
monitored and enforced; and, are used to assess performance and refine
practices; and,

e The City has risk management processes in place to identify risk! and
implement mitigating procedures.

Key Findings

1. Traffic Operations Division derives its general mandate and direction from
Council approved broad policies (i.e., Official Plan (OP) and Transportation
Master Plan (TMP)) that offer significant latitude for interpretation and
application.

2. The Traffic Operations Division has not established strategic objectives, goals
and priorities for traffic management to ensure achievement of Council
approved high level policies identified in the OP and TMP.

3. The type of work conducted by Traffic Operations Division lends itself to being
quantified in terms of outcomes and performance measures, as the detailed
engineering involved in ongoing monitoring and operations is designed to meet
more general user outcomes (related to speed of travel, reductions in congestion
and delay, longevity and effectiveness of signage and line painting performance
and other operating priorities by travel mode). At the time we conducted the
audit, the Traffic Operations Division did not use any performance
measurement systems to measure work conducted and publish statistics on its
performance to Council, although there was a corporate initiative underway to
characterize performance measurements.

4. Division officials confirm that year-to-year planning is conducted in association
with the corporate budget process, but that a strategic plan for the Division does
not currently exist.

5. The audit of individual work units within the Division provided evidence of
organizational systems and prioritization of weekly, seasonal and day-to-day
priority setting.

6. This high degree of organizational interdependence within the Division,
combined with limited space, forces a large majority of work by the Division to
be conducted in a ‘just-in-time’ manner; requiring substantial organizational
effort to be allocated to weekly, monthly and seasonal priority setting and
coordination.

! the chance of something happening that will have an impact upon objectives
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7. Day-to-day workload planning appears to be organized within all work units
providing detailed explanations of priority setting systems, supervision and
management direction.

8. Traffic Operations Division represents a relatively constant operational
requirement to City budget, with annual operating budgets ranging from $33.5
million to $35.9 million over the period 2006 to 2007. Expenditures are
controlled by the Division, with few divisional activities being unusually
impacted by external factors.

9. Operating and capital budgets preparation is based on percentage increases over
previous years only and is not based on technical assessment of need (e.g., zero-
based budgeting) nor are they reflective of financial requirements needed to
implement Council approved programs or directives. By all accounts, this
approach appears to address departmental and/or corporate directives beyond
the control of the Traffic Operations Division.

10. Division financial tracking and control (by projects and individual budget
elements) is supported by the Division’s administration with managers at all
levels provided with monthly tracking and control documents to adjust
programs to remain within budget.

11. The Division is responsible for cost recovery and claims, which is well
coordinated with the City’s Legal Services Branch.

12. The Division maintains a financial system to control and track ‘Outside Sales’
(sales to private organizations, developers, external municipalities and others
including traffic control system and signals equipment, signage (stock and
specialized); signage hardware and steel; and, service charge-backs for in-field
work required to facilitate the moving of houses (modifying signals for
clearance, wires, etc.)). While this service is an extension of a longstanding inter-
municipal cooperation program, the risks and costs of the Outside Sales
program, given the limited space available at 175 Loretta Avenue yards for
materials handling, the cost of the program, risk of program abuse and the
ready availability of similar product through numerous private sector suppliers
and contractors supports the notion that this program is no longer required
(with the exception of house move escorts).

13. Overtime costs within the Division included over 45 employees earning an
average of $10,270 in overtime wages in 2007; with the top 10 overtime earners
receiving more than $17,000 in overtime and the highest earner taking home
$21,710 (35% additional to base salary).

14. While the Division necessarily undertakes a significant amount of work on a 24-
hour basis, opportunities may exist for the reduction of overtime through the
establishment of a regular evening/night shift.
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15. While the Division provided evidence of a structured approach to the
assignment of on-call and after-hours services; rotation of some on-call and
after-hours duties were being made to employees that do not currently hold the
requisite position within the organization, and as such the conduct of their
duties and overtime claims goes unsupervised (these two individuals earned an
average of $17,160 of overtime in 2007).

16. The inherent and implicit internal controls to manage moonlighting which exist
in the organizational structure of a normal business environment are
compromised and ineffective within the Traffic Operations Division due to the
presence of Partham employees and the owner at many levels within the City’s
reporting structures.

17. City employees who moonlight for Partham Engineering Ltd. are not adequately
supervised by their City supervisors, both immediate supervisors and
management, to ensure that the moonlighting activities do not interfere with
City responsibilities.

18. The current Employee Code of Conduct does not adequately provide direction
on moonlighting as it relates to limiting unacceptable situations where City
supervisors and subordinates are jointly involved in related profit-motive
ventures.

19. The City should have recognized the inappropriateness of the reporting
relationships of Partham/City staff as they developed over time and highlighted
them when documenting the staff working for Partham, as well as highlighting
them when staff were promoted within the Division.

20. In order to ensure City management was fully informed prior to bringing the
organizational restructuring before Council on March 25, 2009, we raised the
issues relating to Partham Engineering conflicts to the General Manager, Public
Works on January 23'd. We also subsequently issued on February 2nd, earlier
than had been scheduled, the draft report to the City Manager.

21. We found no action by senior branch or departmental management aimed at
monitoring or assessing conflict of interest by Partham employees. That is, there
are no systems, procedures or controls in place to prevent or detect excessive
and/or inappropriate moonlighting. There was no evidence of seeking advice
from the City Solicitor or City Treasurer (regarding internal controls). It was
evident however that senior management had been involved in investigating
and responding to complaints received.

22. Parking functions are not related to other activities of the Traffic Operations
Division and should, more appropriately, directly report to the Director of
Traffic and Parking Operations.
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23. While the audit identified no significant deficiencies in the conduct of street
lighting through the private sector contract (now in place with Black and
McDonald) the City should renegotiate the current contract to address minor
deficiencies at normal renewal milestones and should retain well-qualified staff
to prepare for such negotiations.

24. The Traffic Operations Division has, over time, developed a widespread ‘do it
ourselves’” approach to materials procurement, engineering analysis and traffic
controller planning, design and construction. The result is additional costs to the
City in the areas of research, development and training; or for equipment, the
costs of equipment storage, handling, breakage and loss. This could also put the
City at risk if the internal resources are no longer available.

25. Division staff were well informed about legislation, regulations and other
compliance issues they should address in their work, however, it was apparent
that limited technical interaction occurs between Division staff and staff of other
government jurisdictions, technical associations, etc.

26. At present, the Division does not maintain a database on non-regulatory
roadway signage. Current systems are inadequate and a comprehensive signs
inventory system should be created to track both regulatory and required non-
regulatory signage as well as special signage (warning signs, hazard markers,
etc.) for which the Division is responsible.

27. In-field quality testing of regulatory and non-regulatory roadway signage is no
longer conducted by divisional staff and should be reintroduced to meet
regulatory obligations set out by the Ministry of Transportation of Ontario for
signs condition upkeep reflectivity / luminosity. Court records confirm that the
municipality is exposed to significant liability when it does not meet minimum
care standards set out in legislation and published best practices.

28. The senior staff decision over the past decade to develop a relationship with a
sole-employee business, Thompson Technologies, for the planning and design of
traffic controller technology used in the City, leaves the City without an effective
alternative should Thompson Technologies, for any reason, be unable to meet its
obligations or escalate prices beyond fair market prices. The City is exposed to
substantial risk of service loss, and/or added service costs.

29. The City is not protected to ensure that any revenue generated by contracted
companies using both funds and research derived from the City contracts,
accrues to the City, in particular the technology developed by Thompson
Technologies, Luxcom, Multilek and/or Rogers Digital Communications while
under contract to the City of Ottawa.

30. Key dates relating to Partham Engineering and Jim Bell:
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Date Event

- New Hire - Jim Bell, Manager of Signal and Communication, RMOC

1985 to 1990 [RMOC offers inter-municipal support to nearby municipalities and
townships to assist with their limited traffic signal needs

1990 Committees directed that the inter-municipal support program cease

1990 Partham was formed. Owned and operated by Jim Bell and Andy
Thompson

1996 Jim Bell declares moonlighting conflict of interest

1997 Jim Bell and his wife, Sue McInnis (Office Manager) take over Partham
as sole shareholders

1997 Four Traffic Operations employee declare moonlighting conflict of
interest

1999 Data Change from Manager of Signal and Communication to Manager
Traffic Operations, RMOC

1999 to presentMultilek starts supplying the City of Ottawa the Multilek Traffic
Controller

1999 to presentThompson Technologies (Andy Thompson) first under contract for a
number of research and development initiatives and projects related to
traffic signal technology advances

2001 Promotion: Jim Bell Manager, Traffic Operations Division, New City of
Ottawa

2008 City Auditor General undertakes an audit of Traffic Operations
Division

Spring 2008  [Three additional Traffic Operations employee declare moonlighting
conflict of interest

January 2009 [City Auditor General raises audit findings pertaining to Partham
Engineering conflict of interest to General Manager, Public Works

February 2009 |City Auditor General issued, earlier than scheduled, the draft audit
report to the City Manager (prior to his bringing the re-organizational
restructuring before the March 25, Council)

March 2009  |J[im Bell _as part of the City administrative
reorganization )

April 2009 Competition for Manager, Traffic Operations posted

April 27,2009 |[Competition for Manager, Traffic Operations closes

Recommendations and Management Responses

Recommendation 1

That the City

develop, for Council approval, standards and a related detailed

performance measurement program by which their activities can be monitored
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and reported for Council and public review; and, recommend to Council
clarifying policies to further direct the Division on traffic management priorities.

Management Response

Management agrees with this recommendation. Currently, there are traffic sign
and pavement marking crews operating off-site from 175 Loretta at three
different roads and maintenance facilities throughout the City; however, by Q1
2010, the Roads and Traffic Operations branch will review opportunities for
locating additional work units off-site and will explore further opportunities to
contract out work unit activities within the parameters of the applicable
collective agreements.

Recommendation 2

That the City prepare a five-year strategic plan with detailed direction for change
and growth within each of the services areas they perform with the intent of
rationalizing, optimizing or expanding their works in line with Council’s
directives or to reduce expenditures.

Management Response

Management agrees with this recommendation. The Roads and Traffic
Management branch, in conjunction with the Traffic, Engineering and Technical
Services Unit, is preparing a five-year plan that aligns with Council’s strategic
directions. The five-year plan will be guided by the current principles of the
Transportation Master Plan and the Transportation System Management (TSM)
module.

Council will be presented with the terms of reference, currently being developed,
in Q4 2009

Recommendation 3

That the City review policies related to Outside Sales, immediately removing the
City of Ottawa from competition with the private sector for the sale of goods and
services that can be provided by others.

Management Response

Management agrees with this recommendation. All outside sales, with the
exception of house movers, have been suspended; however, requests from
charitable organizations or not-for-profit agencies will continue to be considered
on a case-by-case basis using appropriate documentation and procedures until
such time as they too can be phased out.
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Recommendation 4

That the City review traffic engineering practices within the Division and the

need for upward of 6 to 12 months of internal training before new hires are able

to contribute to Division traffic engineering and consider either:

a) Modifying divisional structures to permit the employment of additional
lower qualified engineers who would be retained/advanced over time;

b) Identifying opportunities for external engineering resources to assist the unit
in the traffic engineering analysis during seasons of peak demand/reduced
staff; or,

¢) Maintaining published standards for traffic engineering which place added
responsibilities for advanced traffic engineering unto proponents of projects
that impact traffic flows (e.g., developers, other government agencies, etc.).

Management Response
Management agrees with the intent of this recommendation.

The City believes it has been successful over the past 30 years in recruiting and
retaining qualified engineers, technologists, and technicians in the field of traffic
engineering. Moreover, many of the City’s current professionals were hired for
full-time positions after having completed successful co-op terms in the Traffic
Engineering unit.

Through a cross-training program, engineers are also routinely rotated between
the Traffic Engineering, Design Review and Traffic Engineering Technical
Support units.

The Roads and Traffic Operations and Maintenance branch will review
opportunities to engage external engineering services as required through the
Professional Engineering Services Standing Offer. However, a considerable
portion of the traffic engineering analysis undertaken by staff involves the
review of Traffic Impact Reports submitted by consultants to the City. In these
instances, the effect of this recommendation would be a situation in which
external consultants were reviewing other external consultants’ traffic
engineering submissions.

The City currently follows requirements contained in the Transportation Impact
Assessment Guidelines.

Recommendation 5

That the City review causal factors influencing the large number of individuals
with high overtime costs, and investigate the best means of reducing overtime
costs; and that such a review include the assessment of the creation of an after-
hours crew (e.g., to cover the afternoon peak traffic period, etc.) to reduce overall
overtime and call-out costs.
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Management Response

Management agrees with this recommendation. @The Roads and Traffic
Operations and Maintenance branch, in conjunction with Legal Services, Finance
and Employee Services, is currently conducting a review of employee overtime
and is taking steps to reduce overtime costs where possible. This review will be
completed by Q3 2009.

The new management team has implemented a monthly financial report for all
functional areas in the new Public Works department, which monitors all
program areas and tracks key expenditures, including overtime. The
departmental senior management team reviews this report on a monthly basis.

Recommendation 6

That the City plan and implement a program of staff involvement in existing
traffic operations organizations (International Municipal Signal Association,
Institute of Transportation Engineers; Transportation Association of Canada, etc.)
with a view to enhancing technology and knowledge transfer and bridging the
growing uniqueness of Ottawa’s Traffic Operations standards and procedures
(i.e., signals, communications, signs and painting) and ensure a higher degree of
industry conformity.

Management Response

Management agrees with the intent of this recommendation. Staff from the
Roads and Traffic Operations and Maintenance branch are actively involved
with, and participate in the identified organizations, as the City’s traffic
operations system is considered best practice in the industry. For example, an
employee from Traffic Engineering represents the City on the Canadian
Association of Transportation Engineers (CATE).

Traffic engineering staff regularly sit on project steering committees for the
Traffic Operations Management Steering Committee of the Transportation
Association of Canada. Traffic Operations employees, representing the City, have
also assisted with the development and updating of Ontario Traffic Manuals,
including Book 12 - Traffic Signals.

In addition, Traffic Signals, Signs and Pavement Marking employees have
received training at varying levels from the International Municipal Signal
Association (IMSA), commensurate with their positions. In fact, in recent years
the organization has conducted training in Ottawa, as opposed to Mississauga,
where it did so previously, because of the high number of City staff enrolled in
the IMSA training program. As a result, the City was able to avoid considerable
travel expenses it would have otherwise incurred.
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The Roads and Traffic Operations and Maintenance branch will continue to
encourage branch staff to participate in these organizations, as well as any others
that may enhance the City’s traffic operations systems.

Recommendation 7

That the City ensure that on-call traffic signal staff hold all necessary
certification, and ensure that adequate management oversight is in place to
ensure that no individual be responsible for excessive amount of shift work.

Management Response

Management agrees with this recommendation. A training matrix has been
developed that tracks and flags training requirements for individual employees
commensurate with their position. The Roads and Traffic Operations and
Maintenance branch are reviewing the current certifications held by Traffic
Signal staff, identifying any gaps, and will implement appropriate training by Q1
2010 in order to ensure that shift work requirements are balanced throughout the
work unit.

Recommendation 8

That the City immediately clarify the Employee Code of Conduct to provide that
employees involved in moonlighting be prohibited from working as supervisor-
subordinates (direct or indirect subordination) within a single department work
unit at the City.

Management Response

Management agrees with this recommendation. The Legal Services branch will
be undertaking a significant review of the Employee Code of Conduct in order to
clarify and consolidate various sections that have been noted in audit reports
over the course of the past few months, including the “Outside Business Activity
(Moonlighting)” provisions. The Legal Services branch will complete this review
by the end of Q3 2009.

Recommendation 9

That the City clarify the Employee Code of Conduct - Moonlighting through
supporting procedures, systems, documents and forms to provide guidance to
managers and supervisors in assessing whether moonlighting is appropriate.

Management Response

Management agrees with this recommendation. Within the context of the
aforementioned review, the Legal Services branch proposes to include a
“Supplementary Questions and Answers” section to the “Outside Business
Activity (Moonlighting)” section of the Employee Code of Conduct by the end of
Q3 2009. (Similar guidance is already provided with respect to the Gifts,
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Entertainment and Hospitality Corporate policy, and is intended to provide
managers and supervisors with practical examples to assist in outlining the
City’s ethical requirements.) Legal Services will also reinforce the fact that any
questions regarding the interruption or application of the Code, or other related
advice or guidance, may be sought from the City Clerk and Solicitor.

Recommendation 10

That the City take immediate action to put in place necessary interim
management oversight and controls over the activities of Partham Engineering
and their employees consistent with the provisions of the current Employee Code
of Conduct.

Management Response

Management agrees with this recommendation. The Public Works department is
working in collaboration with Legal Services, Human Resources and Labour
Relations to identify, implement and monitor measures and controls to ensure
there are no conflicts or violations of the Employee Code of Conduct by the end of
Q2 2009.

Recommendation 11

That the City take immediate action to cease the moonlighting activities of all
City employees, including Mr. Jim Bell, with Partham Engineering.

OAG COMMENT: In order to ensure City management was fully informed prior
to bringing the organizational restructuring before Council on March 25, 2009, we
raised the issues relating to Partham Engineering conflicts to the General Manager,
Public Works on January 23rd. We also subsequently issued on February 24, earlier
than had been scheduled, the draft report to the City Manager.

Management Response

Management agrees with this recommendation. The Legal Services branch will
work closely with senior management in the Public Works department to
address any real or perceived conflicts of interest or violations of the Employee
Code of Conduct within the context of the revised organizational structure and
in compliance with the requirements of any contract of employment or collective
agreement, by the end of Q3 2009.

OAG COMMENT: The OAG considers that this recommendation should be
forwarded to the Audit, Budget and Finance Committee for discussion.

Recommendation 12

That the City identify work units whose work can be effectively conducted off-
site from 175 Loretta or sub-contracted to the private sector as a means of
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relieving the pressures of core divisional activities and reduce the need for just-
in-time materials supply and improved storage.

Management Response

Management agrees with this recommendation. Currently, there are traffic sign
and pavement marking crews operating off-site from 175 Loretta at three
different roads and maintenance facilities throughout the City; however, by Q1
2010, the Roads and Traffic Operations branch will review opportunities for
locating additional work units off-site and will explore further opportunities to
contract out work unit activities within the parameters of the applicable
collective agreements.

Recommendation 13
That the Traffic Operations Division maintain a staff of highly qualified
individuals to oversee and police contractual obligations for contract delivery of
street lighting services.

Management Response

Management agrees in principle with this recommendation. Lessons learned
from the first five years of the street light maintenance contract will be
incorporated into future discussions regarding the extension of that contract
scheduled for Q3 2010. The future direction of this contract is being led by the
General Manager of the Public Works department.

Recommendation 14

That the City undertake a full review of the current “do it ourselves’ procurement
model, with a view to shifting the cost of research and development as well as
material purchasing and handling to the private sector. More particularly, where
continued procurement of locally developed technology is justified, it is
recommended that the City initiate a process to introduce healthy private sector
competition in the supply chain; and that a long range plan for traffic control
signals control and communications be developed that reduces City of Ottawa
risk by soliciting expertise from a broad base of traffic control experts and
manufacturers.

Management Response

Management agrees in principle with this recommendation; however, it is
important to note that the decision to move towards a ‘do it ourselves” model
was based in large part on a lack of both a commitment from the private sector
and the technical support needed to maintain and expand their products in a
timely and cost-effective manner due to the relatively small niche market and the
complications associated with bringing different technology processes together.
Details and a full rationale are contained in the Transportation System
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Management (TSM) Working Paper, prepared for the former Region of Ottawa-
Carleton’s Transportation Master Plan in 1997.

The “do it ourselves” approach is not unique to Ottawa: other cities, such as San
Francisco, Los Angeles, New York City and Winnipeg, are using the same
approach. However, Supply Management will work with Roads and Traffic
Operations and Maintenance to undertake a full review of the current ‘do it
ourselves” procurement model by Q1 2010 with the objective of shifting the cost
of research and development, as well as material purchasing and handling, to the
private sector. A further objective will be to introduce healthy private sector
competition in the supply chain, with the goal of safeguarding the City’s future
ability to meet traffic operations technology needs and to achieve best value.

Recommendation 15

That the City develop a formal inventory of regulatory and non-regulatory
roadway signage for all City roadways.

Management Response

Management agrees in principle with this recommendation. Staff are currently
developing a procedure for labeling and tracking newly-issued regulatory signs
which will be completed by Q1 2010. In addition, the Roads and Traffic
Operations and Maintenance branch will identify the financial impacts of, and
timeframe associated with the development of a formal inventory system for all
roadway signage by Q2 2010.

Recommendation 16
That the City meet all regulations and best practices related to ensuring the
inspection and maintenance of minimum condition standards for regulatory
/traffic control signage.

Management Response

Management agrees with this recommendation. @The Roads and Traffic
Operations and Maintenance branch will continue to develop and refine a series
of policies, procedures, manuals and best practices with respect to the inspection,
maintenance, manufacture and installation of all regulatory, warning, guide and
information signs in order to ensure that appropriate signage standards are
achieved in conjunction with the Ontario Traffic Manual and the Ontario
Highway Traffic Act.

Recommendation 17

That the City report to Council on staffing levels required to meet current
demand for all areas of activity directed by City Council approved policy,
Provincial Legislation/Regulations and industry best practices, with an
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explanation of risks to the Corporation should Council decide to provide reduced
staffing levels than required to meet minimum standards.

Management Response

Management agrees with this recommendation. Council will be presented with a
comprehensive report identifying budget and resource requirements in Q3 2010.

Recommendation 18

That the City undertake a review of the procurement practices in place within the
Traffic Operations Division in the areas of engineering services acquisition;
traffic controllers hardware and software purchasing; and, materiel purchasing
(in lieu of specifications development) to ensure that the City’s best interests are
met and that the current practice does not expose the City to unreasonable
additional costs or risk assignment.

Management Response

Management agrees with this recommendation. Supply Management will work
with Roads and Traffic Operations and Maintenance to develop a supply chain
strategy by the end of Q1 2010 for the acquisition of engineering services, traffic
controller hardware and software and associated materials with the goal of
safeguarding the City’s future ability to meet traffic operations technology needs
and to achieve best value. Staff will also work with Legal Services to ensure that
any necessary changes are incorporated into the terms of the City’s standard
contracts.

Recommendation 19

That the City explore opportunities to derive profits from technologies sales and
services derived from the development of existing and future technology and
products developed through City of Ottawa research and development funding,
and, in particular, products developed by Thompson Technologies, Luxcom,
Multilek and/or Rogers Digital Communications while under contract to the

City.
Management Response

Management agrees with this recommendation. The Roads and Traffic
Operations and Maintenance branch has asked IBM to examine the possibility of
generating revenue from the use of the City’s intellectual property rights as part
of the Corporate Efficiency Review, recognizing the legal limits of the City’s
ability to generate profits and the practical difficulties associated with the
management and marketing of the City’s intellectual property. IBM is expected
to report on its findings by Q3 2009.
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Recommendation 20

That the City develop a long range plan for the design and sourcing of traffic
controller and communications equipment (through standard competitive
processes) and that contracts with successful firms include a significantly
reduced degree of risk for the City (e.g., private sector involvement in R&D
funding; Public-Private Partnership, etc.), or, if technology is developed at the
cost and risk of the City, that the ownership, application rights and proceeds of
R&D is wholly owned by the municipal corporation, with the City maintaining
detailed full specifications of all R&D products to allow for the City’s use in
future competitive contracts.

Management Response

Management agrees with this recommendation. Supply Management and Roads
and Traffic Operations and Maintenance have taken significant steps to open up
competitive bidding on traffic controllers in the past year. There are now two
competing suppliers for traffic controllers.

Supply Management will continue to work with Roads and Traffic Operations
and Maintenance to develop a sourcing plan for the acquisition of traffic
controllers and communication equipment by Q1 2010, with the goal of
increasing competition in order to net more competitive pricing, properly
allocate risks between the supplier and the City, and explore options for
ownership of technology.

Legal Services, in cooperation with Supply Management and Roads and Traffic
Operations and Maintenance, will review the standard terms and conditions of
contracts on an ongoing basis to ensure they fully protect the City’s intellectual
property interests.

Conclusion

The audit of the Traffic Operations Division confirmed that the full range of day-to-
day services is offered by the Division. In general, the Division provides some
training opportunities for their staff, and their services are generally provided in a
manner as to ensure that they remain in compliance with legislation, regulations
and industry best practice. Administrative support systems are in place and the
Division’s senior management is supported by Financial Services in the conduct of
their work.

Notwithstanding the condition of the current operation and maintenance activities,
20 recommendations for change are provided. Key findings address the lack of
sufficient strategic planning, insufficient reporting of important performance
measurement outcomes provided to Council, and serious human resources
management problems. These staffing issues range from excessive overtime, an
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inadequate complement of trained staff and a significant lack of related
management oversight, monitoring and controls related to extensive moonlighting.

There are widespread problems related to the retention of a significant number of
divisional staff by Partham Engineering. We have serious concerns about the lack
of preventive and detective internal controls, especially with respect to the
management of these employees and related financial systems (e.g., overtime,
outside sales, etc.). Additionally, we are very concerned that this situation had been
allowed to continue unquestioned for such an extended period of time (ie., 17
years) without senior management intervention to address needed management
oversight, supervision and controls.

We further believe that the City should, in compliance with the current Employee
Code of Conduct, immediately cease to allow the moonlighting activities of City
employees with Partham Engineering. Further, to arrest risk to the City related to
the long-term relationship that has existed between the City and Partham
employees, that the divisional employees be directed not to have any relationship
or conduct business (including outside sales) with Partham and/or their clients.

As discussed in the report, we believe that there are several violations of the current
Employee Code of Conduct by numerous levels of senior management, managers
and supervisors. We firmly believe that the current situation would not have arisen
had Jim Bell (owner of Partham Engineering) been denied permission to operate
Partham in tandem with the City’s operations, and that senior staff hold
responsibility for the current situation based on decisions made when presented
with the situation over the years.

We believe risks to current City operations related to Partham Engineering will be
satisfactorily mitigated only if recommendations 10 and 11 (the ceasing of
moonlighting activities) are adopted and fully acted upon. In addition, audit
recommendations 8 and 9 call for changes to the Employee Code of Conduct which,
while arising out of the situation presented by Partham Engineering, are offered as
appropriate changes in policy across the Corporation to prevent similar situations
from arising in the future.

Finally, recommendations are made to address problems with a long-standing
practice of operating a City sponsored research and development program through
the letting of sole source contracts and sole respondent competitive contracts. More
particularly, the audit concludes that current contracting practices for the design,
development and manufacture of traffic controllers are risk intensive, and that
senior management must take action to reduce the City’s risk exposure, ensure the
City recoups research and development costs through contracted profit sharing,
and establish a longer range plan to acquire traffic controllers through a process
that promotes healthy private sector competition.
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More generally, a number of recommendations are also set out to address
deficiencies or improve Division management, these relate to:

e Improved strategic planning;
e Development of a performance measurement system;

e Changes to systems which allow for sale of goods and materials to other
organizations;

e Changes to goods and services procurement to increase private sector
competition;

e Changes to traffic engineering services to address shortcoming of current
services;

e Opportunities to reduce excessive overtime, including a review of alternate
shifts;

e Increased staff involvement in external professional development / training
organizations;

e Ensure that staff meet minimum training requirements for after-hours crew
chief duties;

e Implement improvements to the road signs inventory, and generally ensure that
they meet minimum standards for regulatory and traffic control signage; and,

e Reductions to the Corporate risk exposure through a thorough review of

procurement standards for traffic control and communications systems.
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3.11 Audit of Moonlighting and Corporate Risk Issues — Traffic
Operations Division

EXECUTIVE SUMMARY

Introduction

This audit was conducted as a result of reports to the Fraud and Waste Hotline. It
was not originally identified in the 2008 Audit Plan that was presented to Council.

The report is divided into three areas:

e Moonlighting and Conflicting Supervisory Risk (Partham Engineering);
e Conlflict of Interest (Partham Engineering); and,

e Sole Source Contractors and Proprietary Systems Risk (Thompson
Technologies, Luxcom, Multilek).

Background

Partham Engineering Ltd. (Partham) is an Ontario-registered engineering company,
owned and controlled by Jim Bell, Manager of Traffic Operations Division. Mr. Bell
indicates that Partham evolved based on the need of smaller nearby municipalities
requiring affordable, convenient external expertise in traffic signal systems. The
firm designs, builds and maintains traffic control signals and related street lighting.
Its client base is small municipalities primarily in Eastern Ontario. On occasion,
they provide subcontract work to contractors serving these municipalities and also
work directly with private sector developers in these areas. No work is done within
the City of Ottawa boundaries. Partham is primarily staffed with both current and
retired employees of the Traffic Operations Division. Of note, Mr. Bell voluntarily
invited the Office of the Auditor General (OAG) to examine, in detail, all Partham
financial records and documents to facilitate this review. The Audit of Traffic
Operations was completed in October 2008.

Thompson Technologies is a Gloucester-based consulting organization owned and
operated by Andy Thompson, a former Regional Municipality of Ottawa-Carleton
(RMOC) employee and original founding partner of Partham Engineering Inc.
Thompson Technologies, an unincorporated organization, first began to produce
work for the RMOC in the mid 1990s when Mr. Thompson was co-owner in
Partham Engineering with Jim Bell (Mr. Bell and his spouse took over as sole
shareholders in 1997). Thompson Technologies conducts research and
development for the City of Ottawa for the design and manufacture of traffic
controllers. These specialized electronic circuits are installed at every signalized
intersection to read, interpret and control traffic flows, and, for most intersections,
to then communicate with the central Traffic Operations Control Room on ongoing
traffic operations. It is estimated that there are over 1,000 such controllers in
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current operation at all times within the City. Mr. Thompson, a former City
employee, is Thompson Technologies” only identifiable technical employee.

Luxcom Technologies (Luxcom), an Ottawa-based manufacturer of electronic
communication equipment, is the manufacturer of specialized communication
devices (e.g., telephone line and cellular modems) used by the City of Ottawa for
the transmittal of digital information from traffic signal controllers. Luxcom was
introduced to Thompson Technologies by the City of Ottawa, as Thompson
Technologies was being used to develop designs and specifications for
communication modems and traffic controllers which required manufacturing
optimization and production.

Multilek Systems (Multilek) is an Ottawa-based manufacturer of civilian and
military grade electronics. Over the period 1999 to 2008, Multilek has been
supplying the City of Ottawa the ‘Multilek Traffic Controller” and related traffic
controller computer hardware used exclusively in traffic controllers and traffic
control systems across the City of Ottawa.

Key Findings

Moonlighting and Conflicting Supervisory Risk (Partham Engineering)

This audit concludes that current and historic senior management within Traffic
Operations Division and Public Works and Services, acted against the general
management provisions of the current Employee Code of Conduct by not
establishing necessary management systems to “establish and maintain adequate
systems, procedures and controls to prevent and detect fraud, theft, breach of trust,
conflict of interest, bias and any other form of wrongdoing”.

It is our opinion that Mr. Bell should not have been promoted to Manager, Traffic
Operations at the City while he directly or indirectly hired, supervised and
disciplined staff while they were working for both Partham and the City. This is
further supported by the assertion that, in order to properly exercise management
responsibilities in the case of Partham (it is their decision to permit, within a single
work unit at the City, several staff (supervisors and subordinates) to actively work
for a separate private sector business), Senior management would necessarily take
on themselves the added role of unit management, control and oversight with a
special need to address anticipated conflicts of interest; all this at significant cost to
the City. This should have been addressed when the City first accepted Mr. Bell’s
declared intent to create and operate Partham and then revisited over time at each
potential appointment to higher levels of management.

At this time, best practises clearly support the termination of Partham activities by
City of Ottawa employees primarily due to:
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1. The ineffective management of the impact of Partham Engineering
activity, real or perceived, on City work by past and current City
senior management (i.e., unaware of compromised
management/supervisory internal controls);

2. The ineffective management of Partham staff by current and past
Traffic Operations Division supervisors and managers which may
have allowed for inappropriate actions on the part of City staff
working for Partham (e.g., undetected work performed for Partham on
City time);

3. The continued potential for inappropriate behaviour given current
compromised/ineffective supervisory and managerial inherent
internal controls;

4. The future requirement for time consuming vigilant monitoring by
supervisory staff to monitor behaviour of joint City /Partham staff to
ensure inappropriate behaviour does not continue; and,

5. Disciplinary measures required to address the behaviours of |||l

Conflict of Interest (Partham Engineering)

While there is no evidence that there was fraud or a breach of trust in any Partham
transaction or activity or by any actions of Mr. Bell, the implicit and inherent
internal controls which both Council and the public would reasonably expect to
exist are seriously compromised; the onus to ensure there is no wrongdoing is
entirely reliant upon the honour and ethics of Mr. Bell rather than on standard
preventive and detective internal controls.

While Mr. Bell has stated that he intends to continue the status quo with Partham
operations upon his retirement (and not expand) there is nothing to prevent Mr.
Bell, potentially with a strategic alliance with another competitor such as Black and
McDonald, from soliciting an Ottawa option bid for the design, build and
maintenance of all City traffic signals, controllers and street lights. While this may
or may not be beneficial to the City, it may also be a costly alternative forced upon
the City if Mr. Bell leaves with a number of senior City officials, several who
already work for Partham. It would be difficult for Council to ensure they were
receiving objective advice on the potential Ottawa option due to Mr. Bell’s history
with the City. Either way, the City would be exposed to substantial unanticipated
risk.

Best practises clearly support the immediate termination of moonlighting (Partham
activities) by both Mr. Bell and other City of Ottawa employees if they continue to
work for the City. In addition to points raised in the previous section this is
recommended due to:
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1. The unfair advantage (real or perceived) afforded Partham in
acquiring contracts with neighbouring municipalities as a result of Mr.
Bell’s position at the City;

2. The level of effort required by Mr. Bell and his key Partham employees
(who also work for the City) for Partham activities and the potential
for reduced levels of effectiveness in their City position;

3. The negative impact on morale within Traffic Operations resulting
from the perceived favouritism and biased treatment of City staff
employed by Partham; and,

4. When City staff work for Partham Engineering, they deal with
consultants and contractors that are also providing services to the City.
This conflict could also affect the City’s relationships with consultants
and contractors.

Ultimately, the City is accountable for protecting the assets of, and the public trust
in, the City. The current and continued activity of the City’s Traffic Operations
Division staff employed by Partham Engineering compromises this function.

In order to ensure City management was fully informed prior to bringing the
organizational restructuring before Council on March 25, 2009, we raised the issues
relating to Partham Engineering conflicts to the General Manager, Public Works on
January 23rd. We also subsequently issued on February 2nd, earlier than had been
scheduled, the draft report to the City Manager.

Sole Source Contractors and Proprietary Systems Risk (Thompson
Technologies, Luxcom, Multilek)

The staff’s decision to rely on an unincorporated business, Thompson Technologies
with a single technical employee for the planning, design and specifications of all
traffic controllers used in the City, leaves the City without fall back or any
reasonable alternative should Thompson Technologies, for any reason, be unable to
meets its obligations. In particular, the use of sole source contracts and single
qualified contractor contracts for traffic controller development through Thompson
Technologies now exposes the City to substantial risk of service loss, price gouging
and/or added service costs.

Given the strong historic linkages between Jim Bell, (Traffic Operations/Partham)
and Andy Thompson (original Partham partner, now Thompson Technologies) and
the strong reliance the City now has on Multilek and Luxcom for the supply of
traffic technological products, it is critical that the City safeguard its future ability to
meet traffic operations technology needs through the development of a longer term
strategic plan which provides for the supply of an integrated traffic control system
while also addressing these risks. In addition, the City needs to explore legal
options for ensuring the protection of future income derived from the technology
developed by Thompson Technologies, Luxcom, Multilek Technologies and/or
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Rogers Digital Communications while under contract to the City of Ottawa, in
particular technology currently being touted by Rogers Digital Communications as
having substantial transferability to other markets.

The progressive development of a management culture within the Traffic
Operations Division that favours a ‘do it ourselves’ approach to procurement,
assessment and service delivery presents certain significant added costs and risks to
City operations. The City’s approach to traffic management includes significant
program cost associated with research and development for traffic technology
development (in lieu of market acquisition of commercially available product). In
addition to the items mentioned in this report, in the Audit of Traffic Operations
report (produced under separate cover) we note similar costs and risks associated
with the Traffic Operations approach of ‘doing it themselves” when developing
exclusive local engineering analysis standards (in lieu of standard engineering
practices); when purchasing, storing and handling materials for construction (in
lieu of establishment and policing of specifications, etc.) and in other R&D and
manufacturing program conducted by the Division.

Recommendations

Recommendation 1

That the City immediately clarify the Employee Code of Conduct to provide that
employees involved in moonlighting be prohibited from working as supervisor-
subordinates (direct or indirect subordination) within a single department work
unit at the City.

Management Response

Management agrees with this recommendation. The Legal Services branch will
be undertaking a significant review of the Employee Code of Conduct in order to
clarify and consolidate various sections that have been noted in audit reports
over the course of the past few months. The Legal Services branch will include
the “Outside Business Activity (Moonlighting)” provisions within the ambit of
this review. This review will be complete by the end of Q3 2009.

Recommendation 2

That the City clarify the Employee Code of Conduct - Moonlighting, through
supporting procedures, systems, documents and forms to provide guidance to
managers and supervisors in assessing whether moonlighting is appropriate.

Management Response

Management agrees with this recommendation. Within the context of the review
noted above, the Legal Services branch proposes to include a “Supplementary
Questions and Answers” section for the “Outside Business Activity
(Moonlighting)” section of the Employee Code of Conduct by the end of Q3 2009.
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Similar guidance is set out with respect to the Gifts, Entertainment and
Hospitality Corporate policy and is intended to provide managers and
supervisors with practical examples to assist in outlining the City’s ethical
requirements. Legal Services will also reinforce the fact that any question
regarding the interpretation or application of the Code, or other related advice or
guidance, may be sought from the City Clerk and Solicitor.

Recommendation 3

That the City take immediate action to put in place necessary interim
management oversight and controls over the activities of Partham Engineering
and their employees consistent with the provisions of the current Employee Code
of Conduct.

Management Response

Management agrees with this recommendation. The Public Works department
will work in collaboration with Legal Services, Human Resources and Labour
Relations in identifying, implementing and monitoring measures and controls to

ensure there are no conflicts or violations of the Employee Code of Conduct by the
end of Q2 2009.

Some immediate measures have already been implemented as a result of the
recent corporate realignment. The Manager of Street Lighting is now reporting
directly to the new Manager of Roads & Traffic Operations and Maintenance. In
addition, other key positions identified in the audit will have a new manager
overseeing their functions.

Recommendation 4

Where a declared conflict of interest has been determined to have a serious
operational impact, (either actual or perceived) and it impairs the employee’s
ability to carry out his/her responsibilities, that the City give the employee the
option of terminating the conflict, or being removed from the position. This
recommendation applies to Mr. Bell and all City staff working for Partham
Engineering.

OAG COMMENT: In order to ensure City management was fully informed prior to
bringing the organizational restructuring before Council on March 25, 2009, we
raised the issues relating to Partham Engineering conflicts to the General Manager,
Public Works on January 23rd. We also subsequently issued on February 2nd, earlier
than had been scheduled, the draft report to the City Manager.

Management Response

Management agrees with this recommendation. The Legal Services branch will
work closely with senior management in the Public Works department to
address any real or perceived conflict of interest or violation of the Employee Code
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of Conduct within the context of the revised organizational structure and in
compliance with the requirements of any contract of employment or collective
agreement by the end of Q3 2009.

OAG COMMENT: The OAG considers that this recommendation should be
forwarded to the Audit, Budget and Finance Committee for discussion.

Recommendation 5

That the City take appropriate action, including disciplinary, regarding the
misuse of sick leave and overtime by employees.

Management Response

Management agrees with this recommendation. The City of Ottawa investigates
all allegations of the misuse of sick leave and overtime by employees. Where
warranted by the findings of such investigations, appropriate disciplinary action
is taken by management following consultation with Legal Services (Labour
Relations) and consideration of all relevant factors. Management will
immediately review any specific incidents of alleged sick leave and overtime
abuse identified in this audit and will take the appropriate disciplinary action
that may be warranted as a result of the findings.

Recommendation 6

That the City Manager, to mitigate the City’s risk exposure, assess the feasibili
of a non-compete agreement (e.g., cooling off period) with

Management Response

Management agrees with this recommendation. However,

during Phase III of the corporate realignment exercise. Legal
Services will include consideration of non-compete agreements as part of the
overall review of the Outside Business Activiti (Moonlighting) provisions of the

Employee Code of Conduct. With regard to the City's Re-employment
Policy stipulates that "a former employee may not be re-employed on a
permanent, temporary, fee for service or contract basis, whether independently
or as part of a consulting firm, until the complete period of time equal to the
length of their notice period and/or payment at departure has expired. A former
employee may be employed by a consulting firm, but may not be assigned to
work on a City contract by the firm until their combined notice period and/or
payment at departure has expired." Given the restrictions imposed by the Policy,
a further agreement is not necessary.
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Recommendation 7

That the City undertake a review of the current procurement practices in place
within the Traffic Operations Division in the areas of engineering services
acquisition; traffic controllers hardware and software purchasing; and material
purchasing to ensure that the City’s best interests are met and that the current
practice does not expose the City to unreasonable additional costs or risk
assignment.

Management Response

Management agrees with this recommendation. Supply Management will work
with Traffic and Parking Operations to develop a supply chain strategy by the
end of Q1 2010 for the acquisition of engineering services; traffic controller
hardware and software; and associated materials with the goal of safeguarding
its future ability to meet traffic operations technology needs and to ensure best
value is achieved. Staff will also work with Legal Services to ensure that any
necessary changes are incorporated into the City’s standard contract terms.

Recommendation 8

That the City develop a long range plan for the design and sourcing of traffic
controller and communications equipment (through standard competitive
processes) and that contracts with successful firms include a significantly
reduced degree of risk for the City (e.g., private sector involvement in R&D
funding; Public-Private Partnership, etc.), or, if technology is developed at the
cost and risk of the City, that the ownership, application rights and proceeds of
R&D is wholly owned by the municipal corporation, with the City maintaining
detailed full specifications of all R&D products to allow for the City’s use in
future competitive contracts.

Management Response

Management agrees with this recommendation. Supply Management and Traffic
and Parking Operations have taken significant steps to open up competitive
bidding on traffic controllers in the past year. There are now two competing
suppliers for traffic controllers.

Supply Management will continue to work with Traffic and Parking Operations
to develop a sourcing plan for the acquisition of traffic controllers and
communication equipment by Q1 2010 with the goal of increasing competition
resulting in more competitive pricing, properly allocating risks between the
supplier and the City, and exploring options for ownership of technology.

Legal Services, in cooperation with Supply Management and Traffic and Parking
Operations, will review on an ongoing basis, the standards terms and conditions
of contracts to ensure that they fully and adequately protect the City’s
intellectual property interests.
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Recommendation 9

That the City explore opportunities for the City to derive profits from
technologies sales and services derived from existing inventions developed
through City of Ottawa research and development funding, and, in particular,
products developed by Thompson Technologies, Luxcom, Multilek and/or
Rogers Digital Communications while under contract to the City.

Management Response

Management agrees with this recommendation. Staff will examine the
possibility of generating revenue from the use of the City’s intellectual property
rights, recognizing the legal limitations on the municipality’s ability to generate
profits, as well as the practical difficulties associated with the management and
marketing of the City’s intellectual property.

With regard to the identified firms, staff will review the relevant contractual
documents to determine whether the Cit

Conclusion

The case reviewed in this audit indicates that the City does not have any
mechanisms to manage conflict of interest. The main employee properly disclosed
his conflict of interest but neither the employee nor the City exercised proper
monitoring actions to ensure that private activities had no detrimental effect on the
operations of the City.

In our opinion, every case of a declared conflict of interest should be evaluated to
determine the impact on the operations of the City. If determined that the conflict
of interest cause a real or perceived negative impact, such conflict of interest should
be rejected and the employee should have a choice of either proceeding with the
private activities and leave the City or stop the private activities and stay an
employee of the City.

A City should not accommodate an employee conflict of interest to a point that it
has a negative impact on its operations nor on it image of guardian of public good.
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3.12Audit of an Allegation of Blogging on City Time
EXECUTIVE SUMMARY

Introduction

The Audit of an Allegation of Blogging on City Time was conducted as a result of a
report provided to the Fraud and Waste Hotline. It was not originally identified in
the 2009 Audit Plan that was presented to Council.

Background

On November 14, 2008, the Senior Administrative Assistant, Planning Branch
forwarded an e-mail with a link to a blog (http://zeromeanszero.blogspot.com) to
the global address list for all Councillors” Assistants. She also forwarded this e-mail
to the home e-mail address of the Coordinator, Strategic Support, Business Service
and Evaluation Unit of the Infrastructure Services and Community Sustainability
Department; as well as to her own home e-mail. In total, the link to the blog was
forwarded to 37 separate e-mail addresses. One of the recipients that read the e-
mail was a Councillor.

The City’s Responsible Computing Policy (the Policy) governs how City employees
use corporate information and information technology (IT) assets and services. It
states that: “All users shall read this Policy, be familiar with their responsibility and
comply with the provisions of this Policy”.

The Policy permits employees to visit message boards and forums, which includes
blog sites, except per Appendix A titled Website Blocking Standard of the
Responsible Computing Policy blocks: “Personals and Dating, Social Networking
and Personal Sites, and Web Chat categories”. Sites chiefly devoted to personal
expression by individuals (as in diaries or personal blogs) or small groups, often but
not necessarily involving multiple links to similar sites. Management has indicated
that employees are permitted to visit message boards and forums including blogs,
but are blocked from contributing to these forums.

Scope
The scope of the audit included a review of:
e August 1 to November 18, 2008 Internet traffic to assess the employee’s
blogging activities; and,
e September 1 to November 18, 2008 e-mail correspondence.

The review of the employee’s e-documentation was limited to a three-month period
as the City’s server drives are backed up to tape on a 90-day rotation. After 90 days,
the data is overwritten as transitory records if not declared as official business
records.
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The audit also included a review of the employee’s job description and human
resources file.

Objectives

Audit Objective 1: To assess the extent to which the employee visits blogs during
regular working hours.

Audit Objective 2: To assess the degree to which the employee is in compliance
with the Responsible Computing Policy.

Key Findings

Extent to which the employee visits blogs during regular working hours

1. The Senior Administrative Assistant, Planning Branch forwarded an e-mail with
a link to a blog http:/ /zeromeanszero.blogspot.com to the global address list of
Councillors” Assistants, to the home e-mail address of the Coordinator, Strategic
Support, Business Service and Evaluation Unit of the Infrastructure Services and
Community Sustainability Department; as well as to her own home e-mail.
Based on the information for the period reviewed, we conclude that the
employee does not regularly visit blogs, but that she had demonstrated a lack in
judgment by sending Councillors” Assistants an e-mail with a link to a blog. In
addition, all visits to blogs occurred during regular work hours.

Compliance with the Responsible Computing Policy

1. The City’s Responsible Computing Policy governing staff usage of corporate
information and information technology (IT) assets and services permits
“incidental personal use by City staff, provided the privilege is not abused”.
The employee reviewed had 35% non-business e-mail usage s, equating to
approximately 20 personal e-mails per day based on actual days of attendance at
work.

2. The City’s Responsible Computing Policy does not define what constitutes
“incidental usage”. As neither guidance nor parameters are provided,
incidental usage is subjective.

3. Over a 3.5 month period, the employee had 14,890 Internet hits at permitted
sites and 92 hits at blocked sites. Non-business related hits accounted for 95% of
the employee’s Internet traffic. The employee had an average of 263 hits per
day, based on actual days of attendance at work.

4. The Senior Administrative Assistant, Planning Branch is responsible for
providing administrative, secretarial and clerical support, ensuring
confidentiality and efficient conduct of business through the office. =~ We
observed that there were two sensitive e-mails that she forwarded to her
husband (also working for the branch) that were not intended for him, which
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she obtained from the mailbox of the Director, Planning Branch. One e-mail
related to an organizational change, and the other to the creation of a new
position. This behaviour is contradictory to the skills requirement, namely
exercising sound judgment, discretion and a high degree of confidentiality, as
listed on the employee’s job description and of those expected from a Senior
Administrative Assistant. Senior level officials often give privileged access to
their e-mail box to their administrative support and it is reasonable for them to
expect that information sent to them will remain confidential and not be
provided to unintended staff.

5. The employee did not have a performance appraisal conducted in 10 years, with
the latest dated May 6, 1999.

6. The employee was involuntary terminated on March 25, 2009 due to
organizational restructuring and received a nine month termination package.
Our understanding is that the position will be re-staffed which indicates that an
organizational restructuring was not the reason for the termination of this
employee.

7. We noted that some letters pertaining to the Attendance Management Program
(AMP), formerly the Attendance Improvement Program, were absent from the
employee’s human resources file. As the employee had past known attendance
issues, it was important for these letters to have been issued to the employee and
filed on the employee’s human resources file. We were able to verify that the
employee should have received additional letters using the AMP database
provided as part of our Audit of Sick Leave Management.

8. We conclude that this employee’s usage was not incidental, contravened the
Policy, and may have interfered with her work duties and responsibilities. An
assessment by management of the requirement for the position would be
appropriate.

9. The OAG requested the electronic information from the IT Security Unit of the
IM/IT Architecture and Security Division two days after a Network Analyst,
Network Services Unit of Technology Infrastructure Division requested that the
Senior Administrative Assistant delete a large personal folder.

¢ IT management indicated that Technology Infrastructure Unit does not
advise the IM/IT Architecture and Security Unit when they come across a
large personal folder on an employee’s H:/ drive and request that it be
deleted;

e The operational manager was not made aware of this deleted folder; and,
e The OAG was not made aware of this deleted folder.

10. Although the Responsible Computing Policy holds the manager responsible for
ensuring that their employees comply with the Policy’s provisions, in this case,
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the Director, Planning Branch was not advised that Network Services Unit had
discovered a large personal folder in his Senior Administrative Assistant’s H:/
drive and that they were requesting her to delete it.

11. Specific folder content is not tracked.

12. The review of the employee’s e-documentation was limited to a three-month
period as the City’s server drives are backed up to tape on a 90-day rotation.
After 90 days, the data is overwritten as transitory records if not declared as
official business records. The Office of the Auditor General has raised in
previous audits, namely the 2008 Audit of Hospitality and the 2005 Audit of
Internet, that the City should keep its e-documentation for a period greater than
90 days.

Recommendations

Recommendation 1

That the City ensure all employees abide by the Corporate Responsible
Computing Policy through active and documented monitoring practices.

Management Response
Management agrees with the recommendation.

Currently, the ITS department and Labour Relations conduct two Internet usage
audits per year that examine the Internet use of 50 employees for each audit
cycle. Awareness reminders regarding the City’s Responsible Computing Policy
are provided twice weekly to all staff with network accounts. City managers are
responsible for monitoring their staff and can, where warranted, request
technology usage reports and work with Labour Relations when interpreting
certain data sets.

Recommendation 2

That the City revise the Corporate Responsible Computing Policy to clearly
define what constitutes “incidental use”.

Management Response
Management agrees with the recommendation.

The ITS department is satisfied that the Responsible Computing Policy addresses
“incidental use” appropriately, however, further clarification and examples of
acceptable incidental use will be communicated to City managers in Q1 2010.

Recommendation 3

That the City ensure that performance appraisals are completed for each
employee yearly and filed to their human resources file and more frequently
when there are known issues with an employee’s performance
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Management Response

Management agrees with this recommendation. =~ This practice is currently in
place.

A formal performance development process was implemented for SAS staff in
2009. This includes tools, processes and training for management staff on how to
manage performance, document and complete a yearly evaluation. It includes
training on how to deal with performance issues throughout an annual cycle,
including the need for documentation.

One of the management accountabilities included in the MPE performance
development program is the responsibility to complete annual performance
appraisals for their employees.

Management bulletins advising managers of the requirement to complete annual
performance appraisals, training, and updates to PDP programs are sent out
periodically. All tools and processes are accessible through the Manager Info tab
on Ozone.

HR will conduct random, periodic employee file reviews to ensure completeness
of files, including annual appraisals.

Recommendation 4

That the City ensure that when there is a situation, such as this example, where an
employee’s productivity and performance are questioned, that the requirement
for the position be assessed.

Management Response
Management agrees with this recommendation.

The City has numerous checks/balances in place to ensure managers address
productivity and performance issues with employees towards resolution, or to
re-assess the requirement for a position. They include:

e The annual budget process where management must defend their position
requirements

e Annual performance reviews where management is evaluated on their
ability to manage their employees (absenteeism, performance, discipline)

e Access to qualified expertise to assist them in formulating
strategies/solutions to address employee productivity and/or
performance issues. This includes access to specialized resources trained
in job design/function with the ability to advise managers on the need for
that function as part of the managers complement and mandate
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e Access to training and qualified expertise on how to manage employees,
productivity, and absenteeism tailored to City processes and Collective
Agreement requirements

Recommendation 5

That the City ensure completeness of the employee’s human resources file,
including but not limited to the Attendance Management Program letters.

Management Response
Management agrees with the recommendation.

Managers are instructed to send copies of signed letters back to the AMP
Administrator, who forwards them to Records for inclusion in the employees’
personnel file. The AMP Administrator will send a reminder of this requirement
to all managers who are receiving employee letters for the next AMP cycle in Q3
20009.

The Human Resources department will conduct random, periodic employee file
reviews to ensure completeness of files, including AMP letters.

Recommendation 6

That the City’s Responsible Computing Policy be reviewed with the purpose of
addressing employees’ on-going receipt of non-business subscription materials,
e.g., e-flyers.

Management Response
Management agrees with the recommendation.

The Responsible Computing Policy will be revised in Q3 2010 to advise staff that
they are not to use their City of Ottawa email address for non-business
subscriptions.

Recommendation 7

a) That the City advise an employee’s manager in all cases where the employee
is found to abuse the City’s IT resources, e.g., storing large files or large
quantities of files not related to City business on the City network, etc.

b) That the City hold the manager accountable for rectifying the situation and, as
appropriate, taking immediate disciplinary action with the employee, once
the manager is advised of their employee’s abuse.

Management Response
Management agrees with the recommendation.

The ITS department has revised its process to include notification to an
employee’s manager when personal files are detected on the City network. The
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Responsible Computing Policy will be revised in Q3 2010 to set out
management’s responsibility to rectify the situation and take disciplinary action
when required.

Recommendation 8

That the City change its ITS retention period of purging all e-mails older than 90
days and change the retention period to two years which represents the statutory
limitation period.

Management Response
Management agrees with the recommendation.

In accordance with Councillor McRae’s motion related to the 2008 Hospitality
Audit tabled in November 2008, the ITS department had included these changes
in its workplan for 2009, with a view to presenting the revised policy to
Committee/Council in the early fall of 2009, following review by Executive
Committee/Senior Management Committee. However, Legal Services has
advised IT Services that as a result of litigation before the Divisional Court, the
two-year e-mail archive should not be implemented until the court case has
concluded and the decision of the Divisional Court regarding MFIPPA and
personal employee e-mails has been rendered. Divisional Court will likely hear
this matter either in late 2009 or in 2010, at which time the revised policy will be
considered. In the interim, IT Services is proceeding with the costing of
technology solutions, which will enable the policy to be implemented.

Conclusion

A Fraud and Waste Hotline report alleging that an employee may be blogging
during work hours led us to audit the Senior Administrative Assistant, Planning
Branch. We found that over the three and a half month period reviewed, the
employee did not regularly visit blog sites. However, she had demonstrated a lack
of judgment in forwarding an e-mail with a link to a blog to Councillors” Assistants.

The investigation led us to observe that the employee used both the Corporate e-
mail system and Internet for non-business use and disregarded the City’s
Responsible Computing Policy. Closer supervision of this employee together with
the completion of regular performance appraisals may have prevented this
situation from occurring.

The City’s general philosophy is to let managers manage without intervention from
corporate units. In this case, the process failed because corporate units did not
provide managers with the tools necessary to carry out their managerial
responsibilities.

Our review also uncovered a need for IT to establish a process where managers are
informed each time sizeable personal folders are discovered on an employee’s
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individual drive (i.e., H:/drive). IT Services also need to review the Responsible
Computing Policy for the purpose of defining incidental personal use of the
Internet and corporate e-mail system, and addressing on-going receipt of non-
business related subscription materials.

Acknowledgement
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audit team by management.
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3.130ttawa Community Housing — Audit of Technical Services
EXECUTIVE SUMMARY

Introduction

The Audit of Ottawa Community Housing (OCH) Technical Services was added to
the 2008 work plan of the Office of the Auditor General at the request of the OCH
Board of Directors.

Background

The City of Ottawa’s Office of the Auditor General (OAG) reviewed the current
processes and capability of the Ottawa Community Housing Corporation (OCH)
related to building and technical services. This report summarizes the findings and
provides recommendations to improve organizational effectiveness in the areas of
Asset Management / Technical Services / District Operations organizational
structure, process, and qualifications.

Role of the Office of the Auditor General

The role of the OAG on this project was somewhat different from past audits.
Initial discussions with the OCH Chief Executive Officer (CEO) confirmed
recognition on the part of OCH senior management of the need for significant
improvements in the area of building and technical services. In addition,
concurrent with the proposed audit, the CEO was to undertake a broader
organizational re-structuring of OCH, which the audit of technical services would
complement. As such, the OAG has worked collaboratively with the CEO and with
the team assigned to complete the broader organizational review, as well as with
OCH Board members, to ensure that the audit findings support and are consistent
with the conclusions arising from the organizational review, while providing an
independent assessment of future requirements for building and technical services.

Building Maintenance and Capital Work Program

OCH is responsible for the overall management of its housing portfolio including
the development of new housing, physical improvements and upkeep of housing
units and the general security of its buildings and communities. Day to day
building maintenance requirements are attended to by the Corporation's four
District Offices (i.e., South, Central, East and West). Routine repairs and
maintenance work are carried out by OCH maintenance staff and by contractors
based on operational requirements and available funding. More specialized work is
performed by independent contractors. The work is tracked through a system of
work/purchase orders.
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The District Offices also oversee some building improvements which are more
substantial in nature and classified as capital work. This category of work is funded
by Capital Reserve Funds set aside for this purpose.

Major repairs and improvements to OCH's housing stock are attended to primarily
by the Corporation's Technical Services Division. In addition to its function of
administering the Capital Building Improvement Program, the division is also
involved in the provision of a number of building related services.

Building Condition Assessment Study (BCA)

In 2006, in response to Shareholder (City of Ottawa) direction, OCH carried out a
detailed assessment of the physical state of its housing portfolio. In general terms,
the study included:

e Identification of the type and extent of repairs required to bring buildings,
sites and housing units up to modern day standards;

e An assessment of the physical state of each building including building
systems and finishes;

e The development of a customized Asset Management Software System
including the inputting of the results of the above assessment into the
system,;

e The identification of opportunities for reductions in energy costs;

e An assessment of buildings with respect to security improvements;

e The "renewal" of the housing stock in terms of identifying: which units
should be retained, opportunities for building additional housing units, re-
development opportunities, sites offering commercial development
potential; and,

e A summary report incorporating the development of a business case to
assist OCH in obtaining necessary funding to implement various solutions
for modernizing its housing stock.

Based on the findings in the Building Condition Assessment, there is significant
need to increase the capital spending for Ottawa Community Housing’s 14,783
units over the next five years. In fact, if all required repairs are to be made, capital
funding will need to be increased to $66 million for five years, and then
approximately $25-$30 million per year after that.

Summary of Key Findings

1. Overarching themes and issues related to Asset Management challenges
identified during the audit can be summarized as follows:

e Lack of strategic plan for property portfolio;
e “BCA readiness”;
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e Conlflicting roles and responsibilities for District Operations and Technical
Services;

e Lack of focus on preventative maintenance;

e Lack of integration of information systems;

e Lack of staff training and development;

e Lack of focus on health and safety;

e Outsourced services management;

e Need to break down silos;

e Poor communication between and within departments;

e Ineffective or missing standards and procedures;

e Conflicting demands for resources by District Operations and Technical
Services;

e Lack of accountability;

e Lack of credibility with local contractors;

e Difficulty attracting quality contractors; and,

e Lack of focus on sustainability and energy management.

Ottawa Community Housing — Audit of Technical Services

2. The current reporting and accountability structure does not foster interaction
between technical/ capital group and operations groups within the organization.
Dual responsibility for capital budgets is a source of friction between Technical
Services and District Operations. Technical Standards Development,
Sustainability and Preventative Maintenance are all areas currently not being
effectively addressed because nobody is specifically accountable for or focused
on improving each of these areas.

3. The current structure and processes will not support the expenditure of any
significant additional infusion of capital programming which will result from
the BCA.

4. The current information systems, asset databases and financial management
systems are not integrated and there is no easy way to report on the data and
even at the Director level, there is a lack of understanding of systems not used in
their immediate areas.

5. The call center and work order system are not part of a completely integrated
asset management system.

6. OCH does not have an effective Preventative Maintenance program at present.
There is inconsistency between Districts and between Property Managers
regarding the use of preventative maintenance, accountability is not clearly
defined and very little preventative maintenance is routinely done that is not a
regulatory requirement such as for fire safety systems and elevators.

7. The lack of adequate preventative maintenance results in continually
deteriorating physical condition and value of OCH’s facilities and ongoing
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significant spending on unplanned repairs. The lack of adequate preventative
maintenance also results in higher levels of risk for OCH in the areas of safety,
cost, tenant satisfaction and the organization’s public and political image.

8. There is a need to develop and implement technical standards, contracting
standards, and standardized procedures manuals.

9. Much more could be achieved using the existing maintenance workforce more
effectively before the justification for additional resources can be made.

10. The Capital Planning process needs to be re-engineered in order to implement
the BCA and an identifiable team of technical experts is needed that the Project
Managers can call on to provide technical guidance on capital projects.

11. While there are purchasing policies available and staff appear to be
knowledgeable about purchasing procedures, spending authority and
requirement for approvals for budget increases, no inventory management
system is in place currently and therefore there is no easy way to find out if an
item that is required is available in inventory already or whether a purchase
must be made.

Summary of Recommendations

1. Create the following positions with the required skills and expertise to more
effectively and efficiently manage building and technical services in the future:

e Executive Director, Asset Management Services;

¢ Director, Development and Renewal;

e Manager, Engineering & Consulting;

e Technical Specialists including Architectural/Structural Officer, Energy
and Sustainability Officer, Site, Landscape and Pest Management Officer,
Building Systems Coordinators and Life Safety and Elevator Systems
Coordinator;

e Manager, Preventative Maintenance Program responsible for developing
OCH'’s Comprehensive Preventative Maintenance program;

e Maintenance Coordinators;

e Restoration Projects Officer; and,

e Manager, Asset Database.

2. Create a Technical Specialist Group in Asset Management including the
positions of:

e Energy and Sustainability Officer;

e Architectural / Structural Officer;

e Pest Management Officer;

e Site / Landscape Officer;

e Mechanical Building Systems Coordinator;
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e Electrical Building Systems Coordinator;
e Life Safety and Elevator Systems Coordinator; and,
e Draftsperson.

3. Create cross functional building teams using a matrix approach that cuts across
the Operations and Asset Management groups with responsibility for specific
buildings / communities. Each building will have a Property Manager; a Project
Manager; a Turnover Manager and a Maintenance Coordinator assigned.
Mutually dependent building performance measures should be developed and
applied to each member of the team.

4. Develop OCH technical standards and standard operating procedures manuals.

5. Eliminate the separation of services performed by Contract Managers, and
convert the Contract Manager positions to four additional Property Managers.

6. Improve integration and accessibility of all computerized maintenance
management and facilities related databases and associated reporting functions.

7. Increase the focus on Contracting and Vendor management.

8. Update the BCA database at least once every five years (ideally 20% of the assets
/ year will be reviewed) to keep the short-term capital plan fresh and accurate
so that it can continue to be used as the basis for upcoming year capital
planning.

9. Develop standards and effective Fleet Management processes including
pursuing opportunities for purchasing bulk contracts for vehicle maintenance /
fuel etc.

10. Undertake a comprehensive review of IT Requirements, Tools and Systems
review for the organization including the implementation of inventory
management systems and practices.

Management Response

The management response to the audit is contained in the following letter from the
OCH Chief Executive Officer.
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March 18, 2009

Mr. Alain Lalonde
Auditor General

City of Ottawa

110 Laurier Avenue West
Ottawa, ON K1P 1J1

Dear Mr. Lalonde:

OCH Senior Management would like to express its appreciation for the substantive work
undertaken by the Auditor General to review its maintenance, capital work and building

related services. This report will form the basis for an organizational workplan in several
areas.

This review was very timely as the completion of the Building Condition Assessment (BCA)
was scheduled for completion by the fall 2008. The implementation of the
recommendations contained in the report will guide the work of the organization for the
next several years as we implement a five year capital plan, derived from the findings of
the BCA report.

The collaborative approach taken by all parties allowed this review to be undertaken in the
context of an overall organizational review. The consultants, Jacques Whitford (Auditor
General) and Deloitte’s consultants also collaborated in order to coordinate the findings and
proposed organizational redesign. The results include very comprehensive
recommendations related to maintenance and capital work activities.

OCH agrees wholeheartedly with all recommendations contained in this report. Many of
the findings have resulted in the following actions:

e the CEO performance objectives contain specific references to the
development of workplans related to proposed actions (a mid-year status
report will be provided)

o all senior management positions have identified performance objectives
related to the completion of workplans

e the recruitment of the Executive Directors (Asset Management and
Organizational Effectiveness) is well underway

e we are in the process of securing the services of a consulting firm to
undertake a review of the OCH information systems infrastructure

e the organizational changes as recommended are being funded and
implemented over the next 2 years
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e several work groups have been created and have begun their work
- purchasing (contract/vendor management)
- capital planning (cross-functional teams) implementing a re-
engineered capital planning process
- asset management
- standards (maintenance and construction)
- energy management
e the work on preventive maintenance has begun — a dedicated position has
been created and is developing terms of reference
e a staff training and development plan is being developed as part of the
Human Resources plan
e an accountability framework is being developed in conjunction with the
Manager, Performance and Quality. This will include accountability reports
to the Asset Management Committee as well as the establishment of
performance indicators
e once the Executive Director, Asset Management has been recruited, a joint
working group will be created with the Executive Director, Tenant Services
to create a workplan for collaborative work.
¢ An energy management plan is being developed
A cross-functional team has begun the work of defining roles and
responsibilities for community and building accountability (property
managers / project managers)

Ottawa Community Housing — Audit of Technical Services

In summary, there will be ongoing monitoring of progress undertaken through the various
functional workplans and performance objectives for all senior staff. Updates will be
provided as part of the CEO performance objectives. It is anticipated that the main tasks
will be completed as part of the organizational renewal over the next two years.

We look forward to implementing all recommendations as contained in this report, and
regular status reports will be provided to the Board of Directors.

Sincerely,

Jo-Anne Poirier
Chief Executive Officer
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Conclusion

The full audit report contains extensive detail on the specific roles and
responsibilities of new positions recommended herein as well as a more
comprehensive set of recommendations in all areas examined. It is estimated the
cost of implementing the recommended organizational changes are as follows:

Impact of New Number of Year 1 Salary [Year 2 Salary [Total Salary
Organization Model for|Positions Costs Costs Costs

Asset Management

Services

New Positions 8| $ 406,545 | $ 252,854 1 $ 659,399

Eliminated Positions -31$ (161,356) | $ (60,559) | $ (221,915)
Net New Positions 5] % 245,189 |1 $ 192,295 $ 437,484
Renamed Positions 15| $ - 1% - 1% -
Converted Positions 4 $ 5,251 $ 5,251
Total Salary Impact $ 250,440 | $ 192,295 |$ 442,735

Total Investment in Salaries and Benefits $ 552,400

Although much work remains to done in order for OCH to improve its
management practices in the areas of building and technical services and to better
position itself to address the challenges arising from the recent BCA exercise, it is
felt that the recommendations proposed by the audit will provide the basis for a
solid strategy for future.
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3.14Ottawa Public Library — Audit of Budget Development Process
EXECUTIVE SUMMARY

Introduction

The Audit of the Budget Development Process at the Ottawa Public Library was
requested by the OPL Board at its February 2008 Board meeting.

Background

The Ottawa Public Library system consists of 33 branches: a Main branch, district
branches and different levels of community-based branches. The OPL is the largest
bilingual, French-English, library in North America. This is reflected in its
collection, programs and services. The Ottawa Public Library serves over 790,000
people in a geographic area of 2,760 sq. km, 90% of which is rural.

The Ottawa Public Library is governed by a Board, as required under the Public
Libraries Act (1990). The OPL Board is appointed by Council to provide oversight
and direction to the Ottawa Public Library. The Board is made up of 14 Members
appointed by Council, including 6 City Councillors and 8 members of the public.
The role of the Library Board is to provide oversight and ensure that the library
remains accessible, accountable and relevant to the needs of the citizens of Ottawa.

The Ottawa Public Library Board is also accountable to the provincial Minister of
Culture and a must submit an annual report to the Ministry.

The approved total net operating budget for the Ottawa Public Library in 2008 is
$36 million, broken down as follows:

e Compensation and benefits - 74 %
e Materials and services - 15%

e Program facility costs - 10%

Objectives and Scope

The objective of this audit was to assess the adequacy and effectiveness of the
current procedures used by the Ottawa Public Library in preparing, reviewing,
adopting and monitoring its annual budget. The scope included the processes used
in preparing the 2008 budget. The audit did not question the specific funding
decisions and allocations as determined by the Ottawa Public Library.

Audit Criteria

Audit criteria for this audit were developed based upon the Government Finance
Officers Association’s Recommended Budget Practices - A Framework for
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Improved Local and State Government Budgeting. Current practices were assessed
against a number of specific criteria in the following categories:

Goals, Objectives and Needs Assessment
Policy and Procedure Development
Budget Preparation and Review Processes
Budget Documentation

Performance Monitoring

AN U o e

Budget and Related Adjustments.

Summary of Key Findings

Overall, the current processes used at the Ottawa Public Library to develop its
annual budget are effective. The audit found that a large majority of the audit
criteria are being met, particularly with regard to assessment of needs, establishing
organizational goals and objectives and budget preparation, internal review and
documentation.

Areas that need to be strengthened to improve the process include:

e A thorough review and update of the financial policies to ensure they are
complete and provide clear direction to the Chief Librarian;

e Developing forecasts for expenditures and revenues to establish a multi-year
budgeting process;

e (larifying the reporting and accountability relationship between the OPL Board
and Council, and the Chief Librarian and the City; and,

e Developing and implementing a more relevant performance measurement
framework.

Recommendations and OPL Board Responses

Recommendation 1

That OPL senior management strengthen its budget development process and
require each operational area to present potential cost saving opportunities,
which are then presented to the Board for discussion and debate.

OPL Board Response
Agreed.

That the Board direct the City Librarian/senior management to present to the
Board potential cost savings to debate in conjunction with the development of
the OPL annual budget. Timeline: Q3-Q4 2008
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Recommendation 2

That the OPL Board review and update the Board financial policies to ensure
they are complete and provide clear direction to the Chief Librarian and the
Treasurer.

OPL Board Response
Agreed.

That the Board direct the Governance Committee to review and update financial
policies; identify any new policies required; and report back to the Board.
Timeline: Q1 2008

Recommendation 3

That the OPL Board clarify its arms-relationship with the City by developing a
clear and concise policy that defines the relationship in terms of reporting and
accountability.

OPL Board Response
Agreed.

That the Board direct the Governance Committee to develop a Board policy and
report back to the Board. Timeline: Q1 2008

Recommendation 4

That the OPL Board reinforce the Chief Librarian’s sole reporting relationship to
the Board (see Recommendation 2 in the Governance Audit of the OPL Board).

OPL Board Response
Agreed.

That the Board direct the Governance Committee, to review the current Board
policies and recommend any necessary revision and strengthening to the policy
and including a related communications strategy. Timeline: Q4 2008

Recommendation 5

That the OPL Board direct the Chief Librarian to include, as a part of the annual
budget development process, various budget scenarios which are presented to
the Board for discussion and debate.

OPL Board Response
Agreed.

That the Board direct the City Librarian to continue the current practice of
developing various budget scenarios for the Board during the annual budget
development process. Timeline: Ongoing
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Recommendation 6

That the OPL develop multi-year budgets to present to the Board which clearly
outline the anticipated impact on service levels and funding requirements.

OPL Board Response
Agreed.

That the Board direct the City Librarian to continue to present multi-year
forecasts for capital budgets and to begin to provide multi-year forecasts for
operating budgets as part of the budget development process. Timeline: Q3 2008

Recommendation 7

That the OPL should expand its reporting to the Board to include regular reports
on the status of efficiency targets and capital projects.

OPL Board Response
Agreed.

That the Board direct the City Librarian to include the status of efficiency targets
and capital projects as part of the quarterly financial reports to the Board.
Timeline: Q4 2008

Recommendation 8
That the OPL Board work with senior management and provide direction on a

more relevant performance measurement framework for the OPL (see
Recommendation 22 in the Governance Audit of the OPL Board).

OPL Board Response
Agreed.

That the Board direct the new Ad Hoc Performance Measures Committee work
with the City Librarian to expand the current, board-approved performance
measurement framework and present to the Board. Timeline: Q3 2008

Recommendation 9
That the OPL Board consider creating a Performance Measurement Committee to
oversee the development, implementation and monitoring of a performance

measurement framework (see Recommendation 23 in the Governance Audit of
the OPL Board).

OPL Board Response
Agreed.

That the Board establish an ad-hoc Performance Measures Committee to
expand/improve the current board-approved performance measurement

Page 186 Office of the Auditor General 2008 Annual Report



Orttawa

framework, and include a monitoring schedule, and report to the Board. (as per
Recommendation 8) Timeline: Q3 2008

Ottawa Public Library - Audit of Budget Development Process

Conclusion

Overall, the current processes in place to develop the budget for the Ottawa Public
Library are adequate. However, the audit has made recommendations to
strengthen the budget development process which include a thorough review and
update of the financial policies to ensure they are complete and provide clear
direction to the Chief Librarian, developing multi-year budgets, clarifying the arms-
length reporting relationship that the OPL has with the City and reinforce a direct
reporting relationship to Council, and developing a more relevant performance
measurement framework.

Finally, the OPL Board along with Library senior management need to be more
rigorous in presenting and considering budget reduction scenarios and efficiency
targets.
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3.150ttawa Public Library - Governance Audit of the Ottawa Public
Library Board

EXECUTIVE SUMMARY

Introduction

Board governance has been defined broadly as the means of interface with an
organization’s stakeholders, the source of strategic decisions that shape the
organization and its work, and the ultimate accountability for the work and actions
of the organization. There is, however, no one-size-fits all model or approach to
governance; not in the private sector or in the public sector. What can be applied to
all Boards, regardless of size or industry, are the basic concepts of good governance.

The City of Ottawa’s Auditor General introduced the importance of and the need
for governance audits in the 2005 audit work plan. The City’s Boards are
responsible for overseeing multi-million dollar budgets on behalf of Council and
the public, and are accountable for effective organizational performance and for
efficient expenditure of municipal tax dollars. The review of governance structures
and practices should be seen as a proactive approach to good governance, not as a
reaction to suspected weaknesses at any of the City’s Boards.

Background

The Ottawa Public Library system consists of 33 branches: a main branch, district
branches and different levels of community-based branches. Library services are
also offered within city boundaries to communities without a local branch by
mobile services. The OPL is the largest bilingual, French-English, library in North
America. This is reflected in its collection, programs and services.

The library system also consists of a number of centralized services: Access,
Outreach & Volunteer; Adult and Readers’ Advisory; Children and Teen;
Circulation; Collection Development; Community Partnerships and Programming;
Information Services; Technical Services and Virtual Library Services.

The Ottawa Public Library serves over 790,000 people in a geographic area of 2,760
sq. km, 90% of which is rural.

The Ottawa Public Library (OPL) is governed by a Board, as required under the
Public Libraries Act (1990). Other legislation that have governing authority over the
OPL Board include:

e The Municipal Act
e The Municipal Affairs Act
e Government Efficiency Act
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e Municipal Freedom of Information and Protection of Privacy Act

The OPL Board is made up of 14 members appointed by Council, including 6 City
Councillors and 8 members of the public. The role of the Library Board is to
provide oversight and ensure that the library remains accessible, accountable and
relevant to the needs of the citizens of Ottawa.

The Ottawa Public Library Board is also accountable to the provincial Minister of
Culture and must submit an annual report to the Ministry.

Objectives and Scope

The objective of this audit was to examine the current governance structures and
practices to ensure that the Board is equipped to provide effective direction,
support, and oversight to the Ottawa Public Library (OPL). The current governance
structures and practices were assessed against best practices, not against the
practices of other Public Library Boards.

This audit was conducted within the context of the Public Libraries Act and the
Municipal Act, which set out the role and authority of Public Library Boards in
Ontario.

It was not within the scope of this audit to:

e Review the appropriateness of the provincial and legislative framework;
e Review the Carver governance model that the Board has adopted; and,
e Audit OPL operations.

The intent of this report is to provide the Ottawa Public Library Board with
concrete examples of Board governance best practices to ensure long-term success
of the Ottawa Public Library.

Key Findings

The Ottawa Public Library (OPL) Board has satisfied many of the criteria used in
this audit and is, overall, operating in an environment where good governance
practices have been established.

The OPL Board has demonstrated several key strengths. One of the key strengths
of the Board is the strong, professional leadership of the current Board Chair who
has established a strong, professional working relationship with the Chief Librarian
and has represented the OPL and library services in general as President of the
Canadian Library Trustees' Association, as a Member on the Executive Council of
the Canadian Library Association, and as an organizing committee member for the
2009 Ontario Library Association Super Conference.

Other strengths of the Board include a comprehensive strategic plan that serves as a
guiding document for the OPL, as well as high attendance and participation at
Board meetings and Committee meetings.
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The audit found that the following areas needed to be strengthened:

1. Roles, Responsibilities and Duties of Board Members - The audit found that
the arms-length relationship between the OPL and City is not clearly defined.
This has resulted in some practices are that are not in line with good
governance, specifically the Chief Librarian reporting both to the Library Board
and the Deputy City Manager of the Community and Protective Services (CPS)
Department. The audit also found that the Board Policy Manual needs to be
reviewed to ensure that it is complete and provides clear direction to the Chief
Librarian.

2. Board Membership, Composition and Selection - Many areas of the
recruitment and selection process need to be improved in order to ensure that
appropriate candidates are appointed to the Board. Also, the Board needs to
develop a “staggered term” strategy in attempt to minimize the disruption and
improve the continuity to the Board with each new term of Council.

3. Board Evaluation Process - The audit found that Board self-evaluation is not
being done, even though it is outlined as a requirement in the Board Policy
Manual.

4. Board Meetings and Information - In 2007 Board attendance was very high.
However, the Board’s Attendance Report should be expanded to include Board
Member attendance and participation at all OPL related events.

5. Strategic Planning and Performance Measurement - The Board recognizes the
importance of strategic planning but must formalize the requirement to develop
and report against the strategic plan in its Board Policy Manual. The Board
must also be more diligent in fulfilling its responsibility in the following areas:

e Ensuring that risk management is being carried out;
e Ensuring that a relevant performance measurement framework is in place;

¢ Conducting the Chief Librarian’s performance evaluation on an annual basis;
and,

e Ensuring a comprehensive succession planning process is in place for the
Chief Librarian position.

Recommendations

Recommendation 1

That the OPL Board clarify its arms-length relationship with the City by
developing a clear and concise policy that defines the relationship in terms of
reporting and accountability.
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OPL Board Response

Agreed. That the Board direct the Governance Committee to report back with a
policy that defines the relationship of the Board with the Council, in terms of
reporting and accountability; and that the Board present this policy to Council.
Timeline: Q1 2009

Recommendation 2

That the OPL Board reinforce the Chief Librarian’s sole reporting relationship to
the Board.

OPL Board Response
Agreed. That the Board direct the Governance Committee to review the existing
Board policies and recommend any necessary revisions and strengthening to the

policy, and a related communications strategy and report to the Board. Timeline:
Q1 2009

Recommendation 3

That the OPL Board ensure that only the Board Chair or the Chief Librarian
(when delegated by the Board) speak on behalf of the OPL. Timeline: On-going

OPL Board Response
That the Board maintain current practice.

Recommendation 4

That the OPL Board exercise a more pro-active oversight role in terms of the

reporting and information brought to the Board by:

¢ Requiring the Board Secretary to maintain an annual calendar of reports to be
received by the Board;

e Requiring reports or information to appear as an agenda item on the date they
are scheduled to appear; and,

¢ Requiring OPL senior management to formally respond if a report or request
for information is not going to meet a scheduled deadline.

OPL Board Response

That the Board direct the City Librarian to implement these recommendations.
Timeline: Q1 2009

Recommendation 5

That the OPL Board maintain a sufficiently independent voice from OPL senior
management.
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OPL Board Response
That the Board maintain current practice. Timeline: Ongoing

Recommendation 6

That the OPL Board work with the Chief Librarian to provide input into the
Board Assistant position and provide direction on any changes that may be
required. Changes to the Board Assistant position should be considered in
conjunction with Recommendation 1 when clarifying the arms-length
relationship between the OPL and the City.

OPL Board Response

That the Board direct the City Librarian to investigate the practices of the Ottawa
Police Services Board organization, and the large public libraries of Ontario, and
report back to the Board. Timeline: Q4 2008 (October)

Recommendation 7

That the OPL Board include a detailed Terms of Reference for each Committee of
the Board in the Board Policy Manual.

OPL Board Response

Agreed. That the Board’s Policy manual be revised to include the existing
detailed terms of reference for each committee. Timeline: Q4 2008

Recommendation 8

That the OPL Board review the Committee structure on a regular basis to assess
its appropriateness.

OPL Board Response

Agreed. That the Board direct the Governance Committee to incorporate the
review of committee structures into the annual Board Planning cycle (Policy B.7)
and report back to the Board. Timeline: Initiate Q1 2009, continue on bi-annual
basis

Recommendation 9

That the OPL Board conduct a thorough review of the Board Policy Manual to
ensure that it is complete and the policies are not conflicting.

OPL Board Response

Agreed. That the Board direct the Governance Committee to review the manual
for comprehension and completeness and report back to the Board on a quarterly
basis. Timeline: Q4 2009
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Recommendation 10

That the OPL Board continue, as per the Board Policy Manual (section B.7:
Annual Board Planning Cycle), with its practice of ongoing and scheduled
monitoring of all the policies contained in the Board Policy Manual. This
monitoring should not be delegated to OPL senior management.

OPL Board Response

Agreed. That the Board revert to its practice of receiving and reviewing all
monitoring reports of board policies contained in the Board Policy Manual.
Timeline: Resume original practice Q1 2009

Recommendation 11

That the OPL Board revisit the decision to delegate the Secretary and Treasurer
positions to the Chief Librarian, and determine if any changes are required to
existing Board policies to minimize the potential for conflict and lack of
independence from management.

OPL Board Response

Agreed. That the Board direct the Governance Committee to explore the
possibility of having an audit and finance committee; and direct the City
Librarian to solicit information on current practices by the large urban libraries of
Ontario; and direct the Governance Committee and City Librarian to report back
to the Board. Timeline: Q4 2008 (November)

Recommendation 12

That the OPL Board include in the Board Policy Manual the requirement to
develop a Composition Report at the end of each term of Council, specifying
what should be contained in the report.

OPL Board Response

Agreed. That the Board direct the Governance Committee to continue the
practice of developing a Composition Report at the end of each term; to revise
the Board Policy Manual to include this requirement; to consider the
development of a trustee recruitment policy and related procedures; and that the
Board Chair present a report to Council before the end of each term. Timeline:
Q4 2008

Recommendation 13

That the OPL Board determine the collective skill set required for the Board to
successfully achieve its mandate of providing sound governance and oversight to
the Ottawa Public Library.
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OPL Board Response

Agreed. That the Board direct the Governance Committee to develop a collective
skill set for Board members; and that this be developed in conjunction with a
review of Policy B.21-Trustee Responsibilities, Accountabilities and Skills; and that
this be presented to the Board. Timeline: Q1 2009

Recommendation 14

That the OPL Board develop detailed duties and responsibilities for Board
Members that outline expected workload and time commitment, including all
activities that Board Members may be required to participate in such as training,
conferences, committee work, ceremonial events, and other relevant activities.

OPL Board Response

Agreed. That the Board direct the Governance Committee to review the current
documentation used; and direct the City Librarian to investigate best practice in
other large urban Canadian Libraries (e.g., Calgary); and to report back to the
Board. Timeline: Q1 2009

Recommendation 15

That the OPL Board develop a “staggered term” strategy to ensure that a
minimum of three Board Members remain on the Board when the Board is
appointed with each new term of Council.

OPL Board Response

That the Board request the Provincial Government to amend the Public Libraries
Act to provide for staggered terms for library boards; and that the Board request
Council to develop a policy to provide for an appointment process to the Library
Board that would result in staggered terms. Timeline: Q4 2008

Recommendation 16

That the OPL Board exercise all of its options under the City’s Appointment
Policy by outlining more specific skills sets for Board Members in the
Composition Report, having the Chair and/or Vice Chair (or a designate) sit on
the Selection Panel, and ensuring that interviews with potential Board Members
are conducted.

OPL Board Response

Agreed. That the Board direct the Governance Committee to review and report
back to the Board with options for recommending to Council; and that the final
recommendations of the Board be presented to Council. Timeline: Q3 2009
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Recommendation 17

That the OPL Board develop performance evaluation measures for the Board and
conduct a Board Self-Evaluation, as per the Board Policy Manual (section B.15),
and report publicly on the results of the evaluation.

OPL Board Response
Agreed. That the Board direct the Governance Committee to develop:

* The tools to implement the self-evaluation policy;

» A schedule for implementation; and,

* Options for publicly reporting the results and reporting back to the Board.
Timeline: Q3 2009

Recommendation 18

That the OPL Board expand the Attendance Report to include information on
hours of commitment by Board Member for Board activities such as Board
meeting, Committee meetings, ceremonial and community events attended,
training and conferences, Council presentations, etc.

OPL Board Response

Board did not agree. That the Board request the City Librarian to expand the
attendance reporting system to track attendance at Board Committee meetings
only; and that this report be reviewed by the Board in public at the beginning of
each year (for the previous year); and that this requirement be incorporated into
the Board Policy Manual. Timeline: Q1 2009

Recommendation 19

That the OPL Board direct the Board Secretary to present a report at each Board
meeting that lists all of the outstanding inquiries and motions, as a regular
agenda item.

OPL Board Response

Agreed. That the Board direct the City Librarian to develop a regular reporting
framework to cover outstanding enquiries and motions beginning from February
2007 and continuing onwards. Timeline: Q4 2008

Recommendation 20

That the OPL Board include the requirement for the Board to develop a strategic
plan in the Board Policy Manual along with reporting requirements.

OPL Board Response

Agreed. That the Board direct the Governance Committee to revise the Board
Policy Manual to include the requirement for the Board to develop a strategic
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plan including reporting requirements; and report back to the Board. Timeline:
Q4 2008
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Recommendation 21

That the OPL Board ensure a risk management framework has been developed
for the Ottawa Public Library and that it is monitored regularly.

OPL Board Response

Agreed. That the Board direct the City Librarian to develop a risk management
framework in consultation with the City of Ottawa Risk Management Office; and
include a recommended monitoring schedule; and report back to the Board.

Timeline: Q2 2009

Recommendation 22

That the OPL Board work with senior management and provide direction on a
more relevant performance measurement framework for the OPL.

OPL Board Response

Agreed. That the Board direct the ad-hoc Performance Measures Committee to
work with the City Librarian to expand/improve the current, board-approved
performance measurement framework for the OPL, and report back to the Board.
(See also recommendation #23) Timeline: To be determined following
establishment of Board Ad Hoc Committee

Recommendation 23

That the OPL Board consider creating a Performance Measurement Committee to
oversee the development, implementation and monitoring of a performance
measurement framework.

OPL Board Response

Agreed. That the Board establish an ad-hoc Performance Measures Committee
and direct it to work with the City Librarian to expand/improve the current,
board-approved performance measurement framework and report back to the
Board. (See also recommendation #22) Timeline: Q3 2008

Recommendation 24

That the OPL Board update the Board Policy (C.6: Monitoring Executive
Performance) to formalize the process recently used and continue to review the
Chief Librarian’s performance on an annual basis.

OPL Board Response

Agreed. That the Governance Committee be directed to update the Board Policy
C.6-Monitoring Executive Performance. Timeline: Q4 2008
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Recommendation 25

That the OPL Board ensure a comprehensive succession planning process is in
place for the Chief Librarian position and senior management that will
adequately address the staffing challenges currently facing the OPL.

OPL Board Response
Agreed. That the Board direct the Chair, Vice-Chair, Chair of the Governance
Committee to work with the City Librarian to develop a comprehensive

succession planning process for the City Librarian and senior management and
report back to the Board. Timeline: Q4 2008

Recommendation 26

That the OPL Board direct the Chief Librarian to ensure compliance to the policy
on carrying forward annual leave for all levels of OPL staff.

OPL Board Response

Agreed. That the Board direct the City Librarian to prepare a monitoring report
for all levels of the OPL. Timeline: Q4 2008

Recommendation 27

That the OPL Board, as a part of the Chief Librarian’s annual performance
review, monitor the vacation leave bank to ensure excessive amounts of leave are
not being carried forward.

OPL Board Response

Agreed. That the Board include the monitoring of the City Librarian’s vacation
leave bank as part of the annual performance review process and that this be
incorporated into the written documentation describing the process (Board
Policy C.6 Monitoring Executive Performance). (See also recommendations # 25 and
#26). Timeline: Q2 2009

Conclusion

Overall, the current governance structure and practices of the Ottawa Public
Library Board have a good foundation due to the leadership of the Board Chair and
the strong, professional working relationship that has been established with the
Chief Librarian. However, an organization cannot rely solely on good working
relationships to achieve good governance, as the people in those key positions will
change over time. The Board needs to ensure a strong framework of policies and
procedures that is regularly monitored and reviewed to ensure continued good
governance of future Boards. Specifically, the Board needs to focus its attention on
developing and strengthening policies in the area of succession planning and Board
recruitment and selection. The Board also needs to work with senior management
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and provide direction on a more relevant performance measurement framework for
the OPL.

Finally, the Board needs to clarify the reporting and accountability relationship
with Council and the CPS Department, both in policy and practice as this will result
in an improved governance framework for the OPL.

Ottawa Public Library — Governance Audit of the Ottawa Public Library Board

It is our opinion that any costs associated with implementing these
recommendations can be absorbed within the existing budget for the Ottawa Public
Library Board.
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3.16 Follow-up to 2007 Audit of Ottawa Police Service Fleet

Background

During 2006, the Office of the Auditor General conducted an Audit of the City’s
Fleet Services, which was presented to City Council in May 2007 as part of the
Auditor General’s Annual Report - 2006.  This audit identified that a distinct
process, then that of the City’s Fleet Services Branch, was in place to manage police
vehicles, which prompted our 2007 Audit of Ottawa Police Service Fleet.

The latter audit was presented to the Ottawa Police Services Board at its April 28,
2008 meeting, where a motion was approved requesting the City’s Auditor General
to report back to the Finance and Audit Committee and the Board in six months to
provide an update on all of the recommendations set out in the 2007 Audit of
Ottawa Police Service Fleet.

Audit Objective and Approach

The objective of the follow-up audit was to assess the adequacy and the extent of
the actions taken, in the first three months, to implement the six audit
recommendations presented to the Ottawa Police Services Board in April 2008.

General Observations

The 2007 Audit of Ottawa Police Service Fleet made six distinct recommendations.
For each of these, we provide management’s follow-up action, as at July 31, 2008
and our assessment of progress as at August 29, 2008.

Recommendation 1

That the Ottawa Police Service consider the full integration of its fleet within the
Municipal Fleet Services.

Management Response

Management can support this recommendation provided that it results
in significant financial savings for the Police Service and that it does not impact
on Police operations. Accordingly a proposal from the City will be requested to
outline the COE services that would be provided under a new fleet
arrangement. It will be evaluated as part of the 2008 Strategic Deployment
Review.

OPS Follow-up Action

OPS Fleet Model has been in place since 1997, following detailed review by
Paragon Consulting. Two part model leverages specific expertise: OPS staff
responsible and accountable for vehicle acquisition/replacement, daily
deployment, fit up, fuel procurement, vehicle shuttling Vehicle acquisition (2008
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Budget $3.42 million) completed by OPS Fleet Manager through provincial
purchasing cooperative for police package vehicles (2008 Budget $2.65 million),
and through purchase of used vehicles for unmarked and covert fleet. Through
SLA, City of Ottawa Fleet staff is responsible for vehicle maintenance. OPS Fleet
is resident on City M5 system. Maintenance completed through dedicated
garage at central headquarters, and mix of City and commercial vendors in
suburban and rural setting. Model is unique in City of Ottawa municipal fleet
context, but common in Police sector. See November 2006 Report to PSB.

Management response % complete as of July 31, 2008 90%

Auditor General’s Comment on Follow-up

OPS indicated that full integration was considered during meetings between the
City and Ottawa Police Service. It was concluded during these meetings that full
integration would not generate significant efficiencies and would not satisfy
operational goals better than the current model. Regardless of these discussions,
the opinion of the OAG is that a proposal should still be requested from the City
for full integration of the Police Fleet within Municipal Fleet Services.

OAG response % complete as of August 29, 2008 20%

Recommendation 2

That the Ottawa Police Service renew the fuel card agreement and assigns each
card to a vehicle:

(1) Gather all pertinent information on newer fuel management programs by
issuing a Request for Information or meeting with potential suppliers;

(2) Go to tender to renew the outdated card services agreement;

(3) Assign each card to a vehicle. Attach each card to its matching set of
vehicle keys if necessary. Continue signing off the cards if users keep
losing them but the card has to be dedicated to a specific vehicle;

(4) Track fuel consumption systematically and identify exceptions; and,

(5) Require a credit card receipt for all miscellaneous expenses.

Management Response

Management agrees with this recommendation, and a new fuel procurement
plan is currently in the pilot program stage, with full implementation planned
for May 2008. The new plan is twofold, and includes the use of City of Ottawa
fuel depots, and Imperial Oil retailers. In both cases the former cards will be
replaced with transponders, or “fobs”, that can be affixed to the vehicle key
chain enabling tracking of fuel consumption by vehicle, and reducing the
occurrence of misplaced or damaged cards. This plan will provide significant
fleet management reporting and administrative advantages. As well, the
financial discounts achieved by either option are anticipated to be five times
greater than with the previous universal fuel card plan. A budget efficiency of
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$95,000 was approved in the OPS 2008 Operating Budget in anticipation of the
new fuel plan.

Follow-up to the 2007 Audit of the Ottawa Police Service Fleet

OPS Follow-up Action

Control of cards improved in 2007. For the period May 2007 to May 2008, 30
cards were misplaced and cancelled. Maximum number misplaced in one day
was 5. In 2006, only the Fleet Manager had on-line access to update card status.
In 2007 access was granted to additional staff for purposes of cover for Fleet
Manager. Project to replace/upgrade fuel procurement plan in progress since
early 2007. Full implementation May 2008. See 2008 Budget, January 2008 in-
camera report to PSB, and May 2008 public Report to PSB.

Management response % complete as of July 31, 2008 100%

Auditor General’s Comment on Follow-up

As at the end of August 2008, OPS had completed the transition from PHH cards
to Esso (Imperial Oil) cards. The new process will have OPS fuel at both Esso
stations as well as City fuel stations. In both instances a transmitter called “fob”
is used. There are approximately 34 Esso stations in and around Ottawa. The
Esso fuelling process does not require that the actual credit card ever be
provided to the officer. In lieu, an Esso “fob” which has been allocated to a
specific vehicle is attached to its set of keys. During the site visit the credit cards
were kept in boxes in the manager’s office. Although the office is locked, the
cards were not further secured. This represents approximately 600 activated
credit cards. In addition, the manager keeps an additional stock of 180 cards for
special events (e.g., out-of-town officers required to supplement OPS during
President Bush’s visit). When an officer signs-out a vehicle and gets the keys,
one or two fobs are attached.

New Recommendation

That OPS either secure the new Esso credit cards if they are required or
alternatively destroy the cards.

Management Response

Usage of the Esso credit cards, similar to the transponder, requires a unique
password to be entered by the user. Regardless, management agrees that the
custody of the cards could be improved, and the cards are now locked in a safe
accessible only by Financial Services staff.

Esso fuel rate for OPS is the posted pump price at day of fill-up less the contract
discount rate per litre. To fuel a vehicle at an Esso station, an officer would
swipe a fob; enter his/her password and vehicle odometer reading. OPS
perform weekly reports of odometer readings and of multiple fuel-ups; and
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monthly reports on non-fuel purchases; premium fuel purchases and premium
car washes.

OPS have also established a proactive practice where an Esso “point-card” is
placed in each vehicle and swiped at each fuel-up. Accumulated points may be
redeemed for valuable merchandise such as car washes, oil, windshield fluid, etc.
This equates to additional benefits not obtained while using PHH cards.

The process to fuel-up at a City facility is very similar to an Esso station except
that the officer swipes their employee identification card as well as fob. Control
features programmed in City’s fob include a vehicle’s required fuel, e.g., gas or
diesel as well as the fuel tank size. A $0.02 premium per litre is charged when
City sites are used. This premium would be waived if OPS integrate their fleet
to the City.

From the approximate 600 PHH cards from one year ago, 73 PHH cards remain
in existence: 9 regular cards for out-of-town travel; 62 cards dedicated to covert
operations; and 2 U.S. cards. Cards are retained and controlled by the OPS Fleet
Manager for instances were neither Esso nor City stations may be in the vicinity.

OAG response % complete as of August 29, 2008 100%

Recommendation 3

That the Ottawa Police Service assure continuity of the OPS fleet management
function by civilianizing the position.

Management Response

Management agrees that a review of the merits of civilianizing the fleet manager
position should be completed, and is in the process of doing so as a component
of the 2008 Strategic Deployment Review.

OPS Follow-up Action

Current model remains as Sworn Sergeant. Turnover is now 6 Sergeants in 9
years, as previous Sergeant held position for 3.5 years. Strategic Deployment
Review has also identified position as one for review for civilianization, as law
enforcement powers are not required. Link to OPS Fleet model review is key.
Sworn experience for vehicle acquisition, deployment and fit up, vs. specific fleet
management expertise. Fleet Manager opportunity provides Sergeant with
requisite administrative and budget responsibility for promotional purposes.
However, majority of budget is allocated to maintenance charges and capital
acquisition that is ultimately accountable to City Fleet through SLA, or the
Director of Finance, respectively. Sworn fleet managers are the norm in Ontario
Police Services. Recommendation for designation as sworn specialty position
requiring a minimum commitment of 5 years has been forwarded to the OPS
tenure committee for review. If specialty designation accepted, sworn manager
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will be provided fleet manager training as provided by the Canadian Association
of Fleet Managers (CAFM). Business Case to be prepared.

Follow-up to the 2007 Audit of the Ottawa Police Service Fleet

Management response % complete as of July 31, 2008 50%

Auditor General’s Comment on Follow-up

As part of OPS’s Tenure Project, the Fleet Manager’s position was examined.
The objective of the questionnaire is to assess length of service as opposed to
reviewing the sworn versus civilianized status of a position. OPS consider that
there is merit in maintaining the position within its sworn complement. At the
time of our review, a business case to keep the position as sworn was planned
but had not yet been developed.

OAG response % complete as of August 29, 2008 25%

Recommendation 4

That the Ottawa Police Service identify supervisory and/or administrative
positions that require a vehicle.

Management Response

Management agrees with the recommendation that such vehicles be identified,
and has followed this practice. The vehicles presented in Table 11 have been
assigned for three distinct reasons. Executive Command (Chief, Deputies, and
Director General) are assigned exclusive use vehicles by employment contract
with the Police Services Board. Sworn Senior Officers (Superintendents and
Inspectors) are assigned exclusive use vehicles by OPS policy. These vehicles are
equipped with covert lighting and siren to enable operational response
capability. The final reason for the allocation of supervisory or administrative
vehicles is for an otherwise identified business need. Such requests come
forward through Executive Command during the annual budget process, and if
approved through both management review and Board review of the budget, the
vehicle is added to the fleet complement.

Management response % complete as of July 31, 2008 90%

Auditor General's Comment on Follow-up
OPS reviewed vehicles, which were allocated to civilianized positions. These
represent 11 vehicles.

OAG response % complete as of August 29, 2008 90%

Recommendation 5

That, for those supervisory and/or administrative positions with assigned
vehicles with less than 20,000 km/year, the Ottawa Police Service reimburses the
kilometres at a predetermined rate and de-allocates the vehicles.

Office of the Auditor General 2008 Annual Report Page 205



((Otfawa Follow-up to the 2007 Audit of the Ottawa Police Service Fleet

Management Response

Management agrees with the intent of the recommendation, and will continue to
review the fleet for opportunities to achieve efficiencies through mileage
reimbursement as opposed to fleet allocation. =~ With reference to Table 12, it
should be noted that nine of the vehicles presented are allocated as a result of
Executive Command employment contract or Senior Officer vehicle policy. It is
also worth noting that the de-commissioning of a vehicle in lieu of mileage
reimbursement is only a viable option if the function to which the vehicle is
assigned is truly administrative, and not deployed for policing operations in any
way.

OPS Follow-up Action
Review is in progress. Vehicle inventory sub categorized as:

1) Sworn operational requirement;
2) Executive Command Contract;
3) Senior Officer Policy;
4) Specific functional standard;
a. Mail trucks
b. Property van
c. Etc.
5) Specialty; and,
6) Other civilian.
The other civilian category (less than 15 vehicles) to be reviewed for 2007 usage
and costs. Break-even usage metrics to be calculated.

Management response % complete as of July 31, 2008 20%

Auditor General’s Comment on Follow-up

OPS indicated that they would be conducting a break-even analysis. Analysis is
planned to determine both the financial and operational implication of
maintaining, or not, commissioned vehicles.

OAG response % complete as of August 29, 2008 20%

Recommendation 6
That the Ottawa Police Service tender commercial repairs.

Management Response

Management agrees with this recommendation. A new tender and /or a review
of options to expand the services provided by City Fleet Services in the West End
is overdue. The need is enhanced by the fact that a new West Division facility is
scheduled to open in the near future, which will likely increase the size of the
fleet deployed from the west end of the city. OPS management will work with
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City Fleet Services and City Supply Management to complete this tendering
process.

Follow-up to the 2007 Audit of the Ottawa Police Service Fleet

OPS Follow-up Action

City Fleet have updated the previous proposal using 2007 data, and provided to
OPS management in July. Evaluation of comprehensive proposal will determine
if additional standing offer issue is required. If standing offer is recommended,
City Supply will be involved as well. Consideration of impact of new West
Division Patrol Station also to be considered. Additional review meetings
scheduled for August.

Management response % complete as of July 31, 2008 40%

Auditor General’s Comment on Follow-up

OPS were provided with a proposal from the City to integrate some of OPS’s
west end servicing at the City’s Moodie Drive facility. OPS are currently
reviewing the proposal. Although OPS are in the process of building a new
facility for its west division, no attempt was made to tender commercial repairs
for the possible interim period.

The tendering for commercial repairs in the west is still required.

OAG response % complete as of August 29, 2008 40%

Conclusion

Of the six recommendations presented to Ottawa Police Services Board in April
2008, one was fully implemented at the time of our review in August 2008.
Although action has been taken and progress made, the remaining five
recommendations are incomplete at this time.

Ottawa Police Service Management Response

Ottawa Police Service management concurs that action has been taken and progress
made on all recommendations. Additional comments on each recommendation are
provided below.

Recommendation 1: OPS Management disagrees with the OAG assertion that a
formal proposal from City Fleet Management is still required. Both OPS
Management and City Fleet Services Management believe that sufficient due
diligence has been applied regarding the full integration of the OPS fleet with the
City fleet. The issue has been thoroughly vetted in a series of meetings, and there
is concurrence that there will not be significant savings to the OPS, nor a significant
benefit to the operations of the fleet.  Following these discussions, a formal
proposal from the City on this topic is not warranted, nor an effective use of time
and resources.
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Recommendation 2: OPS Management concurs that response to this
recommendation is 100% complete. A clarification is necessary regarding the $0.02
premium levied when OPS vehicles use City fuel sites. Prices achieved at the City
sites vary from week to week, but range from $0.06 to $0.09 cheaper than retail rates
per litre due to the City's bulk purchasing power. As a user of the City sites, the
OPS are charged a $0.02 per litre premium on those weekly rates. The "premium" is
effectively afee for fuel system management reporting, billing etc. that the City
charges to clients that use the sites. Even with that fee, the price per litre is
competitive, if not better, than the Esso rates achieved. Should the OPS fully
integrate with City Fleet, a management fee per vehicle would be applied to cover
the City's apportioned costs of procurement, disposal, and reporting. The OPS is
not currently charged any management fee by the City, as our model does not merit
that charge. That management fee for the entire fleet would be significantly greater
than the premium per litre based on OPS usage of the City sites.

Recommendation 3: OPS Management concurs with the OAG comments regarding
completion as at August 29. The Business Case to retain the sworn position is in
development and is subject to management approval.

Recommendation 4: OPS Management concurs with the OAG comments regarding
completion as at August 29.

Recommendation 5: OPS Management concurs with the OAG comments regarding
completion as at August 29. The operational impact of the break-even usage
analysis is in progress.

Recommendation 6: OPS Management concurs with the OAG comments regarding
completion as at August 29. Further meetings with City Fleet Management and
City Supply Management have been completed, and the preparation of
specifications for the tender for commercial repairs in the West End is in progress.

City of Ottawa Fleet Services Branch Comments

Recommendation 1 Fleet Integration - Concur: we have met with OPS and
concluded that given the nature of the OPS fleet (approx 80% are police package
vehicles on a set duty-cycle and life-cycle) and the method of procurement
(purchased through the provincial purchasing coop) at this point we do not believe
we would generate significant savings through fleet integration.

Recommendation 2 Fuel Procurement - Concur: Fleet clients that do not pay a
management fee (eg OPS) are charged a $0.02/L surcharge for fuel to cover fuel
system operating costs. Clients that pay a management fee receive full fleet
management services in addition to fuelling services.

Recommendation 3,4 and 5-N/A
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Recommendation 6 Commercial Contract West End Services - We have provided a
vehicle maintenance proposal to OPS for West End operations in June 2008 that
reflects savings over current practice.
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3.17Hydro Ottawa — Audit of the Emergency Response Plan
EXECUTIVE SUMMARY

Introduction

The Audit of the Hydro Ottawa Emergency Response Plan was included in the 2008
Audit Plan of the Office of the Auditor General (OAG), following adoption by
Council of the revised mandate for the Auditor General.

Background

Hydro Ottawa Limited, is a wholly owned subsidiary of Hydro Ottawa Holding Inc.,
and is the third largest municipal electricity distribution company in the Province of
Ontario. Hydro Ottawa is responsible for the safe, reliable delivery of electricity to
more than 285,000 residential and business customers in the City of Ottawa and the
Village of Casselman.

Audit Scope

The scope of the audit was to review Hydro Ottawa’s Emergency Response Plan, all
policies, procedures, and standard operating procedures in relation to emergency
management, business continuity and pandemic plans.

Audit Objectives
The objectives of this audit were to:

e Assess and determine if Hydro Ottawa is prepared in the event of an emergency
situation and that all the necessary plans are in place.

e Assess if Hydro Ottawa is compliant with the Independent Electricity System
Operator (IESO) Regulations.

Management Response

Hydro Ottawa welcomes this report by the Office of the Auditor General on the
company’s Emergency Response Plan and the recommendations contained
herein.

Management is pleased that the audit confirms that Hydro Ottawa is compliant
with all of the Independent Electricity System Operator’s regulations regarding
emergency preparedness, as well as ISO standards, and has the tools and
processes in place to restore power when there is a blackout.

Management agrees substantially with all of the recommendations in the audit
report, and already significant progress has been made in implementing all of the
recommendations. For example, while Hydro Ottawa specified at the outset of
the audit process that it did not have a Business Continuity Plan (BCP) in place,
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the company has since completed a draft plan. As such, the company is now
finalizing its integrated Business Continuity Management Plan, which includes
both its Emergency Response Plan and its draft BCP.

Similarly, while the company has had in place a formal procedure on Loss of
Workforce/Pandemic Plan since February 2007, the external consultants who
assisted in the development of the BCP provided recommendations to
supplement that procedure, and a revised Pandemic Plan for the company will
be finalized for the fall of 2009.

The audit also acknowledges that Hydro Ottawa has sufficient training for
dealing with an emergency event, and makes recommendations for ongoing
training in this area. We welcome these recommendations, and will continue to
invest in appropriate training for those individuals with responsibility for
Emergency Response and Business Continuity, as well as ensuring awareness of
both throughout the company.

Past events, including the 1998 ice storm and the 2003 blackout, have shown that
Hydro Ottawa has been able to respond effectively to emergency situations in
the past. The recommendations in this audit report will assist us in our ongoing
efforts to ensure we are equally prepared to respond to any future events.

Summary of Key Findings

1. Hydro Ottawa has a Hazard Identification and Risk Assessment (HIRA) in place
to identify potential issues and threats to its facilities. This type of assessment
provides the foundation for any emergency management or business continuity
plans, procedures or policies. This HIRA will assist Hydro Ottawa to establish
the training that is required to deal with the issues identified and those which
pose a threat. This will also enable Hydro Ottawa to establish logistical priority
issues so that a proper inventory can be maintained instead of a just-in-time
inventory. The HIRA should be reviewed annually.

2. Hydro Ottawa does not have a Business Continuity Plan (BCP) to resume its
operations in the event of an emergency. Hydro Ottawa needs to develop a BCP
as soon as possible. Hydro Ottawa can restore power, but need to prepare
further by developing the BCP which will address operational, logistical,
financial and human resources issues, and administrative details. The next
emergency may not be about their ability to restore power, but maintaining
operations for customers. Hydro Ottawa advised the OAG at the
commencement of the audit that they did not have a Business Continuity Plan
and that they had engaged a consultant to assist with the development of a Plan.

3. Hydro Ottawa does have a Pandemic Plan to resume its operations in the event
of an emergency. A Pandemic Plan will ensure Hydro Ottawa’s ability to
perform the tasks required to continue services during such an event with
drastically reduced numbers of staff. This plan can also be used as a foundation
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for any serious event which could cause a reduction in the number of
employees.

Hydro Ottawa — Audit of the Emergency Response Plan

4. Hydro Ottawa has sufficient training for dealing with an emergency event.
Certain employees key to the emergency management function have training
related to emergency management. Other employees who are directly involved
in the emergency management process should also have the Basic Emergency
Management Course which is offered by Emergency Management Ontario.

5. Hydro Ottawa Emergency Management Committee is responsible and takes
ownership for the development of all emergency and business continuity plans.
This committee is responsible to make sure that these plans are always current,
operational, and to develop the necessary training strategies.

6. Hydro Ottawa needs to develop a better strategy for keeping records, policies,
standards, procedures and plans for their emergency management process.
Having all of these files available in a single database would assist with
response times, and better assist the emergency managers during an event.

7. Hydro Ottawa is compliant with IESO regulations and has the tools and
processes needed to restore power when there is a blackout.

Recommendations and Management Responses

Recommendation 1

That Hydro Ottawa ensure that its Hazard Identification and Risk Assessment is
reviewed annually.

Management Response

Management agrees that its Hazard Identification and Risk Assessment should
be reviewed regularly. As per our integrated Business Continuity Management
Plan, the Business Continuity Management Committee will review the Hazard
Identification and Risk Assessment annually.

Recommendation 2

That the Emergency Preparedness and Response Plan (ERRP) group meet at least
quarterly and that the members of this group form the Emergency Management
Committee.

Management Response

Management agrees and has in place a Terms of Reference for a Business
Continuity Management Committee to provide oversight, direct and monitor its
integrated Business Continuity Management Plan which includes both its
existing Emergency Response Plan and its draft Business Continuity Plan. The
frequency of meeting of this Committee is quarterly.
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Recommendation 3

That the role of the Emergency Management Committee include monitoring
Hydro Ottawa’s entire emergency management program.

Management Response

Management agrees that the role of its Business Continuity Management
Committee includes monitoring of its integrated Business Continuity
Management Plan which includes both its existing Emergency Response Plan
and its draft Business Continuity Plan. This is reflected in the Committee’s
Terms of Reference.

Recommendation 4

That Hydro Ottawa ensure that all employees of Hydro Ottawa are familiar with
the process and the emergency management program.

Management Response

Management agrees that employees should be aware of the existence of its
Business Continuity Management Plan, which includes both its existing
Emergency Response Plan and its draft Business Continuity Plan, and will be
communicating such accordingly.

Recommendation 5

That Hydro Ottawa’s Emergency Management Committee monitor their
emergency response plan, procedures, policies and work instructions relating to
emergency management.

Management Response

Management agrees that the role of its Business Continuity Management
Committee includes monitoring of its integrated Business Continuity
Management Plan which includes both its existing Emergency Response Plan
and its draft Business Continuity Plan. This is reflected in the Committee’s
Terms of Reference.

Recommendation 6

That Hydro Ottawa ensure that the person holding the portfolio responsible for
the emergency management program has the knowledge, skills and ability to
perform these tasks, and that this person continue to be given the opportunity to
obtain additional training in emergency management.

Management Response

Management agrees. Currently, Hydro Ottawa has a dedicated Supervisor of
Environmental Protection and Business Continuity who is responsible for the
emergency management and business continuity portfolio. The incumbent has
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all the required qualifications and skills to fully perform the functions of the
portfolio. Ongoing training and development opportunities are regularly
provided to ensure that these qualifications and skills are kept current.
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Recommendation 7

That Hydro Ottawa develop a Business Continuity Plan to enable its operations
to continue during a business disruption.

Management Response

Management agrees and has in place a Business Continuity Management Plan,
which incorporates both its existing Emergency Response Plan and its draft
Business Continuity Plan. The Emergency Response Plan has been in place
formally for 6 years and enables Hydro Ottawa to restore power and
communicate effectively with our customers, the public, and key stakeholders.
The Emergency Response Plan is also compliant with IESO and ISO regulations
and standards. The Business Continuity Plan was developed throughout 2008
and the first quarters of 2009 with the assistance of an external consultant and a
draft is presently being reviewed by management.

Recommendation 8

That the Emergency Management Communications Director and his/her alternate
receive instruction in emergency management communications.

Management Response

Management agrees that those responsible for Communications during