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RECOMMENDATION

(@) That the Management Action Plans as detailed in Appendix “A” of
Report AUD13018 be approved; and

(b) That the Executive Director of Human Resources and Organizational Development,
the General Manager of Public Works, and Acting General Manager of Finance and
Corporate Services be directed to instruct the appropriate staff to have the
Management Action Plans (as indicated in Appendix “A” to Report AUD13018)
implemented.

OUR Vision: To be the best place in Canada to raise a child, promote innovation, engage citizens and provide diverse economic opportunities.
OUR Mission: WE provide quality public service that contribute to a healthy, safe and prosperous community, in a sustainable manner.
OUR Values: Accountability, Cost Consciousness, Equity, Excellence, Honesty, Innovation, Leadership, Respect and Teamwork



SUBJECT: Audit Report 2012-09 - City Vehicle Use, Allowances & Mileage Claims
(AUD13018) (City Wide) - Page 2 of 4

EXECUTIVE SUMMARY

Due to an amendment of the 2012 Internal Audit work plan approved by Council on
June 13, 2012, an audit of City Vehicle Use, Allowances & Mileage Claims was
undertaken. The audit included a review of City vehicle assignments, the provision of
vehicle and insurance allowances as well as employer paid parking and the payment of
mileage claims. Recommendations were made to strengthen process controls and
identify opportunities for administrative improvements.

The results of the audit are presented in a formal Audit Report (2012-09) containing
observations, six recommendations and management responses. Audit Report 2012-09
is attached as Appendix “A” to Report AUD13018.

Alternatives for Consideration — Not Applicable

FINANCIAL / STAFFING / LEGAL IMPLICATIONS (for Recommendation(s) only)

Financial: None.
Staffing: None.

Legal: None.

HISTORICAL BACKGROUND (Chronology of events)

The audit was scheduled as part of an Amendment to the 2012 Internal Audit work plan,
approved by Council on June 13, 2012. The audit fieldwork was completed in
December 2012. The results of this audit are attached as Appendix “A” of Report
AUD13018.

The Audit, Finance and Administration Committee receives and approves final audit and
review reports as part of its responsibilities for the oversight of governance and control.

POLICY IMPLICATIONS/LEGISLATED REQUIREMENTS

e Employee Parking Policy (Downtown) — Policy HR-12-09
e City Venhicle Policy — dated July 7, 2008
e Canada Revenue Agency’s (CRA) taxable benefit requirements
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RELEVANT CONSULTATION

Appendix “A” to Report AUD13018 includes action plans which reflect the responses of
management responsible for the administration of the City vehicle use, allowances and
mileage claims as follows: Corporate Assets & Strategic Planning Division, Public
Works Department; Financial Services Division, Corporate Services; and the Human
Resources Division of the City Manager’s Office.

ANALYSIS / RATIONALE FOR RECOMMENDATION
(include Performance Measurement/Benchmarking Data, if applicable)

Employees at the City are compensated for travel or vehicle use that is business-related
or part of their employment contract. Management is responsible for ensuring
employees are in compliance with policies and procedures that relate to such benefits.

The following chart was compiled from the PeopleSoft Human Resources Management
System (HRMS) and provides an approximation of the number of employees (includes
Hamilton Police Service) and the expense (for 2011 unless otherwise indicated) for
each benefit noted.

Quantity Annual
(Employees) Expense ($)
City Vehicle Assignment 136 $360,900
Insurance Allowance 103 16,200
Vehicle Allowances 9 82,300
EC Passes 211 89,100
Mileage Claims < 5000 km 1576 (1,303,000 km) 677,500
> 5000 km 56 (399,000 km) 200,300
Employer Paid Parking
(Jan. 1 =0Oct. 1, 2012) 899 513,400
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A formal Audit Report (2012-09) containing observations, recommendations and
resulting management action plans was issued. Six recommendations were included in
Audit Report 2012-09 (attached as Appendix “A” of Report AUD13018). The
recommendations made are:

e Update policies to capture missing procedures relating to departmental activities and

the roles and responsibilities for operational management and corporate functions;

Ensure travel policies disallow concurrent receipt of certain overlapping benefits;

Generate lists of employees receiving concurrent benefits and investigate;

Remind staff to report all trips to remain eligible for employer paid parking;

Determine whether insurance allowances should be extended to non-union

employees; and

e Instruct employees to enter detailed destination addresses on mileage and other
expense forms.

ALTERNATIVES FOR CONSIDERATION

(include Financial, Staffing, Legal and Policy Implications and pros and cons for each
alternative)

Not applicable.

ALIGNMENT TO THE 2012 — 2015 STRATEGIC PLAN:

Strategic Priority #3
Leadership & Governance

WE work together to ensure we are a government that is respectful towards each other
and that the community has confidence and trust in.

3.4  Enhance opportunities for administrative and operational efficiencies.

APPENDICES / SCHEDULES

Appendix “A” to Report AUD13018

ap:tk
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CITY OF HAMILTON
INTERNAL AUDIT REPORT 2012-09
CITY VEHICLE USE, ALLOWANCES & MILEAGE CLAIMS
RECOMMENDATION FOR MANAGEMENT
OBSERVATIONS OF EXISTING SYSTEM STRENGTHENING SYSTEM ACTION PLAN

Vehicle and Parking Policies

City vehicle and parking policies are missing
procedures to monitor and oversee department
activities and the roles and responsibilities for
operational management and corporate functions.

Although the City Vehicle Policy describes criteria
to assign a corporate vehicle and defines personal
use, the Policy lacks:

Documentation of the department’s rationale
and approval, vehicle specifications and
modifications to previous vehicle assignments;

Guidelines requiring department management
to assess continued vehicle assignment to an
employee as well as the cost effectiveness of
providing a City vehicle (including gas,
maintenance, etc.) as opposed to claiming
mileage for use of a personal vehicle;

Administrative responsibilities of the employee,
management, Fleet and Payroll; and

Procedures to track and monitor the use of
vehicles on a consistent basis in all
departments.

That Public Works (Fleet) update the City
Vehicle Policy and Human Resources
update the Employee Parking Policy
(Downtown) to capture the items identified
in the observations. In addition, Payroll
should develop additions to both the noted
policies to include pertinent taxable benefit
implications. All these policies should be
reviewed and updated on an annual basis.
The reviewer and date should be
documented in the policy as evidence that
the review occurred. Revised policies
should be distributed to and followed by all
staff.

Public Works: Agreed. The Public
Works, Central Fleet Section will
work with the City’s Central Fleet
Advisory Committee to revise and
update the policies and procedures
for assignment of a City vehicle
section of the City’s Central Fleet
Policy. This revision will include
recommendations on the rationale
for assignment of a take home
vehicle. It will further define
departmental responsibilities for
approval tracking and monitoring of
personal use and outline
administrative responsibilities and
the allowable uses of City vehicles
assigned for take home purposes.
The target completion date is
December, 2013.

Human Resources: Agreed. Human
Resources is able to revise the
current Employee Parking Policy
(Downtown) to capture changes
required. This will be done after
consultation with Hamilton
Municipal Parking System by
quarter 1 2014. The procedure for
paid parking in non-municipal
parking lots will require some
research to determine  what
currently occurs departmentally in
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CITY VEHICLE USE, ALLOWANCES & MILEAGE CLAIMS
DECEMBER 2012
RECOMMENDATION FOR MANAGEMENT
OBSERVATIONS OF EXISTING SYSTEM STRENGTHENING SYSTEM ACTION PLAN

Vehicle and Parking Policies (Cont'd)

The Employee Parking Policy (Downtown) lacks
instruction to document and gain approval for
employees with paid parking in non-municipal
lots.

In addition, both vehicle and parking policies lack
reference to the taxable benefit implications,
communication with Payroll and the associated
forms and information required to complete
taxable benefit calculations.

order to establish an effective
corporate  protocol. Completion
expected by Quarter 1, 2014.

Payroll: Agreed. Payroll will work
with Fleet and HR to include the
pertinent taxable benefit
implications in the policies and will
also participate in their annual
review of their policies. The timing
of this is dependent on the work to
be done by Fleet and HR.
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CITY VEHICLE USE, ALLOWANCES & MILEAGE CLAIMS
DECEMBER 2012
RECOMMENDATION FOR MANAGEMENT
OBSERVATIONS OF EXISTING SYSTEM STRENGTHENING SYSTEM ACTION PLAN

Benefit Comparisons

Employees are compensated for business-related
travel through corporate vehicle assignments,
mileage reimbursements, insurance and vehicle
allowances, employer paid parking and
discounted bus passes (EC Passes). Concurrent
receipt of two or more of the above benefits
should be prohibited due to:

e The nature of the benefits involved (e.g.
employees should not receive a vehicle
allowance and claim mileage as both
compensate for vehicle operating costs); or

e Guidance in City policies and procedures (e.g.
employees are ineligible for an EC Pass if they
also receive employer paid parking).

Employee benefits received in the 2011 calendar
year were reviewed and the following
discrepancies indicate an inefficient use of
resources and lack of oversight:

e Three employees with assigned City vehicles
claimed mileage for their personal vehicles.
No documentation accompanied the
reimbursement justifying why mileage should
be paid out to an employee who has a City
vehicle.

e Four employees held an EC Pass and
received employer-paid parking concurrently.

e One employee was assigned a City vehicle
and was provided a discounted bus pass.

That Human Resources ensure employee
travel benefit policies disallow concurrent
receipt of the following benefits:

e Vehicle allowance and vehicle benefit
e Vehicle allowance and mileage claim
e Vehicle allowance and EC Pass

¢ Vehicle benefit and mileage claim

e EC Pass and employer paid parking

e EC Pass and vehicle benefit

That Payroll generate lists of employees
receiving the travel benefit combinations
outined above and forward this
information to departmental management
to investigate and resolve, as necessary.

Agreed. Currently, the employee
business travel related policy and
related procedures are owned and
administered by Finance, Corporate
Services. As vehicle allowance,
vehicle benefit, EC Pass and
employer paid parking are all
associated with an employee’s
compensation package, Human
Resources will take the lead on the
development of this “travel benefit

policy”. Human Resources will
collaborate with Corporate Services
and Public Works in the

development of this policy. The
target completion date is Quarter 1,
2014.

Agreed. Payroll will work with IS to
develop a report that will capture
the recommended benefit
combinations. The report
generation can then be added to
the payroll schedule. The report
should be developed by the end of
Quarter 2, 2013.
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CITY VEHICLE USE, ALLOWANCES & MILEAGE CLAIMS
DECEMBER 2012
RECOMMENDATION FOR MANAGEMENT
# OBSERVATIONS OF EXISTING SYSTEM STRENGTHENING SYSTEM ACTION PLAN

Paid Parking Eligibility
3. | Employees who use their vehicle for City | That Corporate Services remind staff to | Agreed. This has already been
business at least three times per week are eligible | report all trips for the 2012 calendar year. | completed. A reminder was issued

for employer paid parking under the Employee through the November 2012
Parking Policy (Downtown). The Employer Paid Connections bulletin. This process
Parking Procedure for Confirming Continued will continue in subsequent years.

Eligibility contains a trip analysis to evaluate
whether employees remain eligible to receive
employer paid parking. Employees must use their
vehicle for City business a minimum of 126 times
per year or ten times per month (where prorating
IS required) to maintain their eligibility. As this
Procedure was approved in September 2011,
management will perform an analysis for the 2012
calendar year in 2013.

For testing purposes, the vehicle requirement
above (126 times/year) was prorated for nine
months for the 373 employees who receive paid
parking under the above policy and procedures.
Only 36 employees (10%) met or exceeded the
required 90 trips to remain eligible. The remaining
337 employees (90%) either had not reported any
trips or fell short of the 90 trip requirement
(January — September, 2012).

Unless employees report additional trips for the
2012 calendar year, a number of employees may
not meet eligibility criteria for employer paid
parking when management carries out their
analysis in 2013.
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CITY VEHICLE USE, ALLOWANCES & MILEAGE CLAIMS
DECEMBER 2012
RECOMMENDATION FOR MANAGEMENT
OBSERVATIONS OF EXISTING SYSTEM STRENGTHENING SYSTEM ACTION PLAN

Insurance Allowances

Collective agreement provisions entitle unionized
employees to an allowance up to $200 per year
for additional insurance charges incurred to
endorse their personal vehicle for business use.

During sample testing, it was found that 13 non-
union employees were reimbursed for business
use vehicle insurance during the 2011 calendar
year.

No clear direction exists as to whether non-union
employees are entitled to an insurance allowance.

That Human Resources determine
whether insurance allowances should be
extended to non-union employees and
incorporate the results into a policy.

Agreed. The current Finance policy
from Corporate Services indicates
that staff can submit a request for
re-imbursement to Accounts
Payable for an amount as approved
by Council or specified in a
collective agreement. As there is no
clear direction for non-union
employees, Human Resources will
take a report to confirm direction
and the level of insurance coverage
for non-union employees to the
Non-Union Compensation Sub-
Committee. Expected completion
date is Quarter 3, 2014.

Mileage Claims

An employee must complete a Statement of
Mileage and Other Expenses form in order to be
reimbursed mileage for business kilometres
driven using their own personal vehicle. The
employee enters the number of kilometres driven
and to/from locations on the form before it is
reviewed and authorized by management.

Internal Audit was not able to assess whether the
kilometres claimed for 18 of 46 trips selected for
testing were reasonable. The start/end locations
specified by employees were not detailed enough
to allow verification of distances travelled.

No clear direction exists as to what level of detail
is required when filing a mileage claim for
approval.

That  Corporate Services instruct
employees to enter detailed destination
addresses on the Statement of Mileage
and Other Expenses form.

Agreed. F&A Managers have
already been notified of this
requirement and have
communicated it to operating
departments. Accounts Payable

staff are requesting “To” and “From”
details if not already provided as
information.




