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2004 BUDGET BRIEFING NOTE - Internal Audit Function

Issue/Background:

During the 2003 Budget Process, the creation of a new Internal Audit Division in the Chief
Administrator’s Office was approved.  The Chief Administrative Officer was requested to report to
the Budget Advisory Committee, prior to the 2004 Budget process, providing an update on the
Internal Audit Function.  The detailed report will go forward to the Budget Advisory Committee in
March 2004.

Key Point(s):

•  In November 2002, City Council approved a new audit framework for the City which consists
of an Auditor General’s Office, an external attest auditor and a new Internal Audit Division.
  The Auditor General is independent of the administration and reports directly to Council,

through the Audit Committee.  The Auditor General performs financial, compliance and
value-for-money audits to assist Council in holding itself and its administrators accountable
for the quality of stewardship over public funds and the achievement of value for money in
City operations, including agencies, boards and commissions.

  The City’s external attest auditor is responsible for providing an annual opinion on the
fairness and completeness of the City’s financial statements.  The external attest auditor
reports its findings to Council, through the Audit Committee.

  The Internal Auditor reports to the City’s Chief Administrative Officer and is responsible for
providing objective assurance and advice to senior management on the adequacy of controls
in their respective operations.  The Division’s activities are intended to be preventative in
nature and focus on assisting management manage risks in their respective operations, such
that policies and legislation are adhered to, proper business practices are followed, assets
and resources are protected from loss and misuse, and the potential for liability minimized.

•  The Internal Audit Division’s 2004 work plan incorporates requests from the Chief
Administrative Officer and department heads, and takes into account information from the risk
assessment exercise conducted by the Auditor General’s Office, and areas that the Division
itself identified.  Projects identified by the Auditor General in his 2004 audit work plan were
also taken into account in finalizing the Division’s work plan, which includes:
  Supporting management in the implementation of recommendations resulting from the

Auditor General’s review of procurement processes in the City.
  Assessing how well inventory is being managed by various functions in the City.
  Assessing contract management, to ensure effective procedures and practices are being

utilized across the City.
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  Assisting and providing advice to management in the development of new information
systems/programs, such that proper controls are built into the design and development of
these systems/programs.

  Conducting random audits of administrative processes in various locations throughout the
City, to ensure proper controls exist and are being followed with respect to payroll,
procurement, payables and revenue transactions.

  Providing assurance and advice to senior management on a regular basis and, respond to
specific requests from departments in a proper and timely manner.

•  The CAO’s 2003 request included total funding of $0.700 million for six positions to establish
the City’s internal audit function.

•  Four positions were approved for total new funding of $0.450 million in 2003, with no 2004
incremental impacts.

•  The Internal Audit Division became operational in late July 2003 with the appointment of a
Director.

•  The 2004 EMT Recommended Budget for New/Enhanced Services includes $0.157 million
gross and zero net for two additional positions to provide assistance to the City’s
Commissioners and programs in ensuring risks are properly managed and effective controls are
in place.

•  The EMT recommended that the City programs receiving the services of these two additional
positions fund these positions by absorbing their respective costs (totalling $0.157 million) into
their respective budgets, resulting in no impact on the tax base in 2004.

•  The EMT further recommended that the 2005 incremental impact of $0.100 million would also
be absorbed within various City programs’ budgets.
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