
 STAFF REPORT

May 31, 2002

To: Audit Committee

From: City Auditor

Subject: Fraud Hotline Status Report – City of Toronto

          

Purpose:

To report to the Audit Committee on the status of the implementation of a fraud/waste hotline in
the City of Toronto.

Financial Implications and Impact Statement :

There are no financial implications resulting from the adoption of this report.

Recommendations :

It is recommended that this report be received for information.

Background:

At its meeting of February 13, 2002, City Council approved the implementation of an employee
fraud/waste hotline (the Hotline) on a six-month pilot project basis.

The Hotline, which is administered by the City Auditor’s office, became operational on
March 1, 2002.

Comments:

Fraud detection and reporting are an important component in an organization’s system of internal
controls.  The City of Toronto’s Policy on Fraud and Other Similar Irregularities (Fraud Policy)
provides specific guidelines for dealing with fraud and formalizes the responsibility of City
employees and officials to report fraud and other improprieties.
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The Hotline is a centralized telephone resource, to facilitate the reporting of incidents of fraud,
waste and other improprieties involving City resources.

Operation of Fraud Hotline by City Auditor

Every allegation of fraud, whether it is brought to the City Auditor’s attention through the
Hotline or otherwise, is dealt with pursuant to Audit Services’ approved mandate and in
accordance with the City’s Fraud Policy.

In addition, Audit Services has developed and formalized the following procedures and protocol
for dealing with allegations received on the Hotline:

- Protocol for retrieving voice mail messages and ensuring anonymity of callers.

- Complaint intake procedures, including development of a standard form which
documents caller information, as well as the nature and details of a complaint.

- Tracking procedures, including the development of electronic tracking sheets.

- Disposition procedures, including the development of a standard form which documents
the review of a complaint and the final disposition of a complaint, approved by the City
Auditor.  The disposition of complaints is categorized as follows:  No Action; Referral to
Department; or Investigation.  As well, complaints may be referred to the City’s Social
Services Division or Provincial/Federal agencies.

- Monitoring procedures that include weekly meetings held by the City Auditor with audit
staff to discuss operational issues, review the status of complaints received and ongoing
investigations.

Statistical Summary

The following table provides a summary of the source and disposition of complaints received by
Audit Services from March 1, 2002 through to May 31, 2002:

Source of Complaints
Fraud/Waste Hotline 69
Letters 15
Other Sources 3
Total Complaints Received 87

Disposition of Complaints
No Action
(Not enough information is provided to support allegations.) 31
Referral to Department
(Requests to Management to review allegations and
report back to Audit on actions taken by department.) 27
Investigations
(Includes ongoing investigations.) 3
Referrals to City’s Social Services and Provincial/Federal agencies. 26
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Funding of the Hotline

Audit Services has accommodated the operation of the Hotline pilot project within its 2002
approved budget.  A determination of whether there will be a need for additional funding to
effectively operate and market this program will be made at the conclusion of the pilot project.
Audit Services will continue to monitor the volume of calls received and the resources required
to conduct investigations and will advise Council in its final report of any additional funding
required to establish a permanent hotline.

Communication Strategy

In order to properly evaluate the effectiveness of the Hotline during our pilot project,
communication on the existence of the Hotline to City staff and the general public is essential.
Accordingly, a communication strategy was developed in consultation with the City’s Corporate
Communications Division, to appropriately promote the Hotline to City staff, suppliers and the
general public.  The object of our communication efforts is to make audiences aware that the
City of Toronto has a management strategy for promoting accountability and ethics, which
includes a formal Fraud Policy and fraud/waste hotline.

Communication efforts for the City’s Hotline to date have included the following:

General Communications:

- Development of a formal Communication Plan, in consultation with the Corporate
Communications Division; and

- Development of a visual/graphic identifier (telephone image with hotline number) which
provides a symbol that is readily associated with the Hotline and adaptable for
reproduction in various publications.

Internal Communications:

- Article on the Fraud Policy and the Hotline in the City’s newsletter, Inside Toronto;

- Continued reproduction of the visual/graphic identifier in Inside Toronto newsletter;

- Frequently Asked Questions About Fraud Policy and Hotline (an information document
that provided questions and answers) was distributed to all City Managers and
Supervisors;

- Chief Administrative Officer/City Auditor e-mail/fax message to all City Staff;

- Briefing Note to members of City Council regarding the Fraud Policy and Hotline;

- Fraud Policy and Hotline message included in departmental newsletters; and
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- Information about the Fraud Policy and Hotline on the City’s Intranet.

External Communications:

- Chief Administrative Officer’s letter to union presidents;

- Media release entitled City of  Toronto Operating a Hotline in Support of Fraud Policy;

- Article : City Hotline in Support of Fraud Policy, forwarded to City Councillors
for potential inclusion in constituency newsletters or communications;

- Information about the Fraud Policy and the Hotline on City’s Internet site; and

- Statement about Fraud Policy and Hotline on Purchasing and Materials “Tender calls”
web page (links to information and relevant policies for contract bidders).

Conclusion:

At the request of City Council, the City Auditor established a fraud/waste hotline with 24-hour
voicemail service, as a six-month pilot project.  The Hotline has been operational since March 1,
2002.

The City of Toronto’s Policy on Fraud and Other Similar Irregularities formalized the
responsibility of City employees and officials to report incidents of fraud and other
improprieties.  The Fraud/Waste Hotline facilitates this reporting responsibility by providing a
centralized and anonymous reporting mechanism to report fraud and other irregularities.

The City Auditor is required to investigate all potential frauds.  However, not all calls received
on the Hotline will lead to substantiated fraud.  Every allegation of fraud, whether it is brought to
the City Auditor’s attention through the Hotline or otherwise, is dealt with pursuant to
established protocols and procedures.  Moreover, Audit Services has developed and formalized
procedures and protocol for dealing with allegations received on the Hotline.  Calls received on
the Hotline are screened by Audit staff and appropriately investigated in accordance with internal
guidelines.

To ensure and evaluate the effectiveness of the Hotline during our pilot project, a communication
strategy has been developed to appropriately communicate the Hotline to City staff, suppliers
and the general public.  Initial and continued marketing of the Hotline are important factors to its
success and ongoing effectiveness.

In order to determine the feasibility and value of establishing a permanent hotline to report
suspected fraud in the City of Toronto, the Hotline is being operated as a pilot project for a six-
month period.  The pilot will allow the City Auditor’s office to better identify the benefits, costs
and issues associated with operating a hotline, before Council makes a permanent decision on
this initiative.
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It is anticipated that a final evaluation of the Hotline will be provided to the Audit Committee in
November, 2002.

Contact:

Jeffrey Griffiths, City Auditor, Tel: 416-392-8461, Fax: 416-392-3754
E-Mail:   Jeff.Griffiths@city.toronto.on.ca

Tony Veneziano, Director, Audit Services, Tel: 416-392-8353, Fax: 416-392-3754
E-Mail:   Tvenezia@city.toronto.on.ca

Carmelina Di Mondo, Project Manager, Tel: 416-397-7625, Fax: (416) 392-3754 
E-Mail: cdimond@city.toronto.on.ca

Jeffrey Griffiths
City Auditor
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