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INTRODUCTION

The Auditor General (“AG”) for the City of Markham reports through General Committee to
Council. The purpose, scope, authority, responsibilities and accountability of AG activities are
described in this Audit Charter ("charter").

This charter shall be periodically reviewed and updated as required, in consultation with the
General Committee.

PURPOSE

The purpose of the AG is to provide independent, objective assurance and advice designed to
add value and improve the City’s operations. The AG will collaborate with management and
help the City accomplish its objectives by bringing a systematic, disciplined approach to
evaluate and improve the effectiveness of governance, risk management, and control
processes.

In addition to these primary services, the AG shall provide guidance to improve the
effectiveness of controls, examine suspected fraudulent or irregular activities, and provide
advisory services to assist with the improvement of operational activities.

SCOPE

The scope of the AG is defined annually through the approved Audit Plan and includes all audit
activities to assist management in determining whether the City’s network of governance, risk
management, and control processes, are adequate and functioning in a manner to ensure:
= Risks are appropriately identified and managed.
= Interaction with the various governance groups occurs as needed.
= Significant financial, managerial, and operating information is accurate, reliable, and
timely.
= Employees’ actions are in compliance with policies, standards, procedures, and
applicable laws and regulations.
= |nteractions and arrangements with third parties, including external parties, are in
compliance with policies, standards, procedures, and applicable laws and regulations.
= Resources and assets are acquired economically, used efficiently, and adequately
safeguarded.

= Operations and initiatives are conducted to deliver results that are consistent with
established objectives and goals.

= Quality and continuous improvement are fostered in the City’s control process.

= Legislative or regulatory compliance issues impacting the City are recognized and
addressed appropriately.

Opportunities for improving management control, financial and operating results, and the City’s
structure or performance may be identified during audits. To fulfill its objective of adding value
and improving the City’s operations, the AG will validate audit findings and recommendations
with the appropriate level of management and obtain management responses and action plans
to include in audit reports.
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ACCOUNTABILITY

The AG, in the discharge of his duties, shall be accountable to Council through the General
Committee to:

= Provide coverage of the adequacy and effectiveness of the City’s processes for
controlling its activities and managing its risks.

= Report important issues related to the processes for managing risk and controlling the
activities of the organization, including potential improvements to those processes, and
provide information concerning such issues through resolution. This includes coverage
of risk management and governance practices.

= Periodically provide information on the status and results of the annual audit plan and
the sufficiency of department resources. This includes ensuring the resources are
sufficient in amount and competency, through in-house staff and co-sourcing, to cover
the risks in the annual audit plan.

= Coordinate with and provide coverage of other control and monitoring functions (risk
management, governance, compliance, security, legal, ethics, environmental) and
external audit.

= Along with management, establish a follow-up process to track and monitor the effective
implementation of management actions related to important issues and
recommendations.

AUTHORITY, ACCESS AND SUPPORT

For the purpose of this charter, affiliates of the City include, but are not limited to, service
providers, subcontractors, consultants or any other party performing work, whereby the City has
an oversight role.

The AG shall have access to any functions, meetings, records, physical property, and personnel
required to carry out their responsibilities. The AG shall handle confidential information by
adhering to the same restrictions that apply to the department that manages it. The AG should
also have full and free access to the General Committee and Council.

The Mayor and City councillors, management and staff shall provide full cooperation, access to
records, explanations, assistance, and general facilitation to complete audit endeavours.

The Commissioner, Corporate Services or their designate is authorized to:
= Coordinate with management to ensure the audit personnel and contracted resources
have unrestricted access to all functions, meetings, records, physical property, and
personnel required to carry out their responsibilities.
= Coordinate with management to allocate internal resources and/or seek from
management the necessary assistance of personnel in departments of the City or those
contracting with the City in order to accomplish audit objectives.

= As part of carrying out his/her responsibilities or at the request of management, provide
advice to management on the audit process, as deemed appropriate.
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RESPONSIBILITY

The AG’s responsibilities and accountability are defined and approved by Council through the
General Committee, which includes all activities that encompass:

The examination and evaluation of the adequacy and effectiveness of the system of
internal controls; and,

The quality of performance in carrying out assigned responsibilities and operational
activities.

The AG has responsibility to:

Develop a four-year audit plan using an appropriate risk-based methodology, including
any risks or control concerns identified by management, and submit that plan, as well as
any recommendations regarding changes to the plan;, if required, to the General
Committee for review and approval.

Implement each annual audit plan, as approved, including as appropriate any special
tasks or projects requested through General Committee for approval by Council.

Maintain professional internal audit resources with internal audit staff and, where
appropriate, external resources with sufficient knowledge, skills, experience, and
professional certifications to meet the requirements of this charter.

Evaluate and assess important merging/consolidating functions and new or changing
services, business units, processes, systems, operations, and control processes
coincident with their development, implementation, and/or expansion.

Evaluate the reliability and integrity of operational and financial information and the
means used to identify, measure, classify, and report such information.

Evaluate the systems established to ensure compliance with policies, plans, procedures,
laws, and regulations which could have a significant impact on the organization.
Evaluate the means of safeguarding assets and, as appropriate, verify the existence of
such assets.

Evaluate the effectiveness and efficiency with which resources are employed.

Evaluate operations or programs to ascertain whether results are consistent with
established objectives and goals.

Evaluate and report on risk management processes, significant risk exposures and
control issues.

Consider fraud risks during the planning of audits, alertness to process deficiencies or
other red flags which indicate the possibility that fraud could or has occurred, the
determination of whether further action is required, and the recommendation of
investigations where appropriate.

Assist as appropriate in the investigation of suspected fraudulent activities within the
organization and notify management (where appropriate) and Council through the
General Committee of the results.

Issue periodic reports summarizing results of audit activities to the Executive Leadership
Team and through the General Committee for approval by Council.

Keep General Committee and Council informed of emerging trends and successful
practices in internal auditing.

Provide audit measurement goals and results to the General Committee and Council.

Coordinate its plans and efforts with those of the external auditors to avoid duplication of
audit effort and to optimize audit coverage.
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= |n discharging its responsibilities or at the request of management, as appropriate,
provide advice to management that add value and improve an organization’s
governance, risk management, and control processes without the AG assuming
management responsibility.

= Execute a quality assurance and improvement program to ensure the effective operation
of audit activities and annually report the results of the program to the Commissioner,
Corporate Services and Council through the General Committee.

INDEPENDENCE AND OBJECTIVITY

The AG is required to be independent and objective. In order to ensure maintenance of its
independence and objectivity, the AG will remain free from interference by any element in the
City, including matters of audit selection, scope, procedures, frequency, timing, or report
content.

To provide for the organizational independence of the audit function, the AG will report
functionally to the General Committee with administrative coordination provided by the
Commissioner, Corporate Services to support the AG role.

To ensure objectivity, the AG shall not implement procedures or controls, develop records, or
engage in any activity that would impair their objectivity. To assist management in discharging
their responsibilities, the AG may take an active role in the formulation of policies and
procedures, or the development of new systems. However to remain independent and
objective, it will be in an advisory capacity, with final decisions and implementation being the
responsibility of the appropriate management.

The AG shall not have direct responsibility for or authority over any activities which they review.
To the extent that the AG has responsibility or authority over any of the activities being audited,
objective assurance will be provided by internal auditors hired outside of the organization, the
appointment of which is approved by Council.

The AG will attest to the organizational independence of the AG’s audit activity and identify any
unwarranted restrictions on audit scope, communications, access, and resources, including
personnel and externally contracted resources to Council through the General Committee, at
least annually.

REPORTING AND MONITORING
The AG will submit to the General Committee:
= A four-year risk-based audit plan for approval by Council.

= Annual audit plans will be developed based on a prioritization of the audit universe using
a risk-based methodology, including input from the Mayor, Councillors, the Executive
Leadership Team, senior management and other identified City staff. Any significant
deviation from the approved audit plan will be communicated to the General Committee
through periodic updates. Ultimate approval of the audit plan resides with Council.

= Quarterly reports and updates on the status of and/or recommendations to significant
changes to the audit plan, regulatory updates, emerging trends, and other relevant
matters.
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= A written report will be prepared and issued following the conclusion of each audit
engagement and once discussed with management, will be distributed as appropriate,
including the General Committee. To ensure management feedback and to encourage
management participation in the process, the audit report will include management’s
response and corrective action taken or to be taken in regard to the specific findings and
recommendations, including timetable of anticipated completion. All significant findings
will remain open and reported quarterly to the General Committee until such time that
the issue has been cleared.

= An annual report on the audit activities conducted during the preceding year.

» Immediate communication of any suspected or known instances of fraud to the General
Committee.

STANDARDS

The internal audit profession is covered by the International Professional Practices Framework
of The Institute of Internal Auditors. This framework includes mandatory elements consisting of
the Definition of Internal Auditing, the Code of Ethics, and the International Standards for the
Professional Practice of Internal Auditing. The AG will meet these mandatory requirements of
the profession.

The AG shall employ established and proven frameworks and practices that are appropriate for
the City and for the effective performance of AG responsibilities.

The AG will annually discuss the results of the audit quality assurance and improvement
program to ensure effective operation of audit activities in accordance with the above standards.

ENQUIRIES

Enquiries about this policy should be directed to the Commissioner, Corporate Services or the
AG.

APPROVAL
The charter shall be approved by Council.
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