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TORONTO TRANSIT COMMISSION 

REPORT NO. 

MEETING DATE: November 21, 2012 

SUBJECT: TTC EMPLOYEES OVERTIME AND RELATED EXPENSES -

CONTINUOUS CONTROLS MONITORING 

ACTION ITEM: 

RECOMMENDATION 

It is recommended that the Commission: 

( 1) Receive for information the attached report from the Auditor General's Office,
City of Toronto, on the TTC Employees Overtime and Related Expenses -
Continuous Controls Monitoring; and

(2) Forward the report to the City Audit Committee.

BACKGROUND 

At the October 26, 2012, the TTC Audit Committee received the report for information and 
approved forwarding the report to a regular meeting of the Commission for information and 
then to the City Audit Committee. 
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MTDRONIO 
AUDITOR GENERAL'S 
REPORT 
ACTION REQUIRED 

Toronto Transit Commission, Employees Overtime and 
Related Expenses - Continuous Controls Monitoring 

Date: September 12, 2012 

To: ITC Audit Committee 

From: .Jeff Griffiths, Auditor General 

Wards: All 

Reference 
Number: 

SUMMARY 

ln 2011 ,  the Auditor G�neral initiated a project known as "continuous controls monitoring" at 
the Ci Ly. In general k.ms, the purpose of the project is to identify and isolate unusual, 
specific transactions thrnughout the City (such as excessive overtime in payroll) and 
forward this information to management for further review and analysis. The 
transactions are extracted from the financial information system using specialized audit 
software. Transaclions initially selected for continuous controls monitoring at the City 
included employee ove1iime, mileage reimbursements, meal allowance and standby pay. 

The benefits of continu011s controls monitoring is the ability to: 

• Monitor every transaction throughout lhe organizalion 

• Automate routine audil lesting 

c Detect anomalies that may trace fraud, abuse or errors 

• Identify areas where internal controls are inadequate or need to be improved 

At its meeting of April 30, 2012, the Auditor General advised the TIC Audit Conrn1ittee 
that a similar process was being undertaken at the TTC. At the request of the TTC Audit 
Committee, a status report on lhe project was provided at the Committee's July 26, 2012 
meeling. 

This current report provides the result of our analysis of TTC payroll for the 6 rnonlhs 
ended June 30, 2012 and the 12 months ended December 31, 2011. Exception reports 
relating to employees' payroll related expenses were provjded to TIC management in 
July 2012. The TIC Chief Executive Ofiicer was requested to review the ex lent of 
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overtime and o lher payrol l rel a ted expenses and determine whether or not there were 
opportuni ties to reduce these expendi tures and to ensure lhal appropriate con tro ls  are i n  
pl ace l o  manage t hese expend i t u res. 

We have reviewed i nformation provided by management in response to the 
documen ta t ion provided by the Aud i tor General 's Office. In al l cases, management 
indicated th a t  the levels of overt ime were appropriate l y approved and opera t iona l ly 
required . In a number  of cases however, i t was i nd i ca ted that ove rtime amounts wou l d  
not recur in the future. 

Con tinuous contro ls moni toring has led to an increased focus on the management of 
overtime. The Ch ief Executive Officer has ind icated to us that "This issue is a priority 
area for me as Chief Executive Officer and i t is a standing agenda i tem on the recen ll y 
i ntroduced monthly Performance Execu t ive Meet i ng" .  

RECOM MENDATIONS 

The Audi tor Genera l  recommends  that: 

1. TJ1e TIC Audit Commi t tee rece ive this report for informat ion; and 

2. Forward the  report to the Ci ty of  Toronto ' s  Au d i t  Commi t tee . 

Fi n a nc ia l  I mpact 

There are po te n t ial savings as a resul t of conti nuous controls moni toring. The extent of 
the savings cannot be quan tified at this t ime. 

Since the implemen tat ion o f  con t inuous contro]s moni tori ng of employee overt ime at the 
City, over t i me costs have decreased from $45 m i l l ion in 2010 to $41 mil l ion in 201 1 and 
em ployee m i leage re imbu rsemen t s  have decreased by $300,000 in 201 1  as compared lo 
20 l0 .  

D ECISION H ISTO RY 

The TIC Aud i t  Commit tee at i ls meeting of Apr i l  30, 20 1 2  directed TIC staff lo work 
with the Aud i to r General on the ovefl ime mon i to ring and approva l  process and requested 
the Aud itor General to report back at i ts next meeting. The meeti ng documents are 
available a t :  
http://www. t tc .ca/Abou t_the_ITC/Aud i l_Comm i llees/Aud it_Commi llee_Meetings/20 1 2/ 
July_ 26/Minu tes/Minu t.es _ Ap ri l_30 .jsp 
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COM MENTS 

The use of continuous contro1 s moni toring was ini tialed at  the Ci ly  in earl y  20 1 1  wi th the 
intent to expand the  p rocess to City Agencies and Corpora t ions. The TIC was sel ected  
as  the  first ent i ty lo be subject to  the continuous contro l  mon i toring process . 

TTC payrol l informati on  for the 6 mon ths ended June 30, 2012 and the 12  months ended 
December 31 ,  201 1 was anal yzed with in  certa in  cri ter i a  and resul ts provided to TTC 
management .  The exception cri teri a  es tablished for these reports was simi lar to those 
init ially used for the Ci ty :  

• S taff wi th  unscheduled overtime  exceed ing 50 per cent of base pay 

• S t aff w i th s tandby pay greater than $7 ,500 annua l ly  

• Kilome trage - Over 10,000 kilome ters i n  annual cla ims  

• Meal a l lowance re imbu rsement  - over $ 1 ,000 in a calendar year 

This cri teria may be amended i n  the future .  The exception reports generated by the aud i t  
software were provided to TIC management. These repo rts included lbe  individual 's 
ann u al salary, the exten t  of overtime, standby pay, mi l eage claims and meal a l lowances 
earned during th e report ing period .  

The following table is a h igh l evel summary of the relevan t  i n formati on for the TTC's  
more t h a n  13 ,000 s taff for 2012  and  201 1  (exception cri teria are prora ted fo r t h e  June 30, 
20 12  data) : 

' .  

. . For the six months 
ended �une 30, 201 2 

. For the twelve 
months ended 

December 31 , 201 1 

Annual  Payro l l  $470 m i l l ion $853 m i l l ion 

Tota l Overtime* 

. .  

$34 m i l l ion $72 m i l l ion 

Numbe r  of Staff with U nschedu led Overtime in 
excess of 50% of Base Salary 92 1 43 

Total Standby Pay $378 , 000 $743 ,000 
Number of Staff who earned in excess of 
$7 ,500 Ann ual  Standby Pav 22 20 

Number of Staff who claimed over 1 0 ,000 km of 
mi leage in Annual Cla ims  7 5 

Number o f  Staff who cla imed in excess of 
$1 ,000 in Annua l  Meal A l lowance 

 

3 7 

* includes $4. 6 million in 2012 and $7.8  million in 2011 as schedu led overtime 

A summary of overt ime s ta t is t ics by d epartment i s  attached  as Appendix 1 .  
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We have reviewed information provided by management in response to the 
documentation provided by the Auditor General's Office. In all cases, management 
indicated that the levels of overtime were appropriately approved and operationally 
required. In a number of cases however, it was indicated that overtime amounts would 
not recur in the future. 

Continuous controls monitoring has led to an increased focus on the management of 
overtime. The Chief Executive Officer has indicated to us that "This issue is a priority 
area for me as Chief Executive Officer and it is a standing agenda item on the recently 
introduced monthly Performance Executive Meeting". 

As part of the continuous controls monitoring process, the exception reports will be 
generated quarterly and distributed to TTC management. The intent is that our Office 
wi l l  coordinate the initial reviews with responsibility for the process being transferred to 
TTC management staff at an appropriate time. 

CONCLUSION 

The use of continuous controls monitoring of stafi overtime and related expenses will 
assist TIC management in improving internal controls over these expenses and 
potentially generate savings through enhanced management controls and changes in 
processes. 

CONTACT 

Jerry Shaubel, Director, Auditor General 's  Office 
Tel: 41 6-392-8462, Fax: 41 6-392-3754, E-mail: JShaubel@loronto.ca 

Syed Ali, Senior Audit Manager, Auditor General's Office 
Tel: 416-392-8438, Fax: 416-392-3754, E-mail: sali4@loronto.ca 

SIGNATURE 

Jeff Griffiths, Auditor General 

1 2-TfC-0l 

ATTACHMENTS 

Appendix 1 :  Overtime Statistics by Departments - 2012 (six months) and 2011 
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Appendix 1 

Overtime Stat ist ics by Departments - 2012 (six months) 

. .  Bus Trans[lOrl at_!<:> �. ·- $�1J45 ,702 $ I I ,468,82 1 . ·-- 4,785 ·- 802,2 1 0  5 1  · 1 1 9 __ 38 ___ 1 
_Ra i l  Trn nsp� 69,899 ,658 .. -··-· 8,977 ,539 ·-· 2, 047 __ 662,6 1 0  ·-- 5 1  - 85 ----· · _29 __ __, 

P l a n l  Main lennnce 78,5 1 3 ,450 7,038,589 __ ___ 2, 192 _ ._ ...'!_52,600 __ __ 50 - 82 20 
Ra i l  Cars and 
S hop� - ····-·-- __ ._6 1 ,433 ,509 . .. - 3 ,33 I ,;241 .. ---+---·1 ,655 -···-1.34,335 5 1  - 1 05 5 

-· - -·-- -·· -.. --------
B us Ma in tenance ··- · ·- 33 ,5 0 9 ,993 _ _ _ 925 , 229 _ _ . __§ 2_ !... . _ ----·· ··- ------·- --.. ··-----

-·1 n romiat ion 
.. Technology ···--- 9,60_2�,4_76 _ _, ___ 40_5,049 207 

Rn i l  l nfrastruclu rc 1 3  005,629 
M a lcr ia ls  a n d  
Procu rement 

4 0 1 ,62 1 ___ . .  . 278 

Tra in ing and  
-- 26���3-·-➔ ---23_7_ 

1-------- _____ , _____ __,_ ______ _ 

Dcvelopmc nt  ·· ·- _ __ 5,875,49 1 . . .  ___ 23_9,�4_4_8 __ 1 3 2  
>------ - - ··--- -

O ther  Dc�ar trnc n ls ·- 27,707 ,275 -·· 83 1 ,504. _ __ ----· 678 -- · -·· ·-· ---··- ·••- • ·• •·· ·-·-- -- ------ 1 

:!i4(,9,G911,532 $33,1179,727 1 3 , 1 02 2,05 1 ,755 92 
----· ·--�========c!a===================================================i 

. 

us 
Transporta tion $29 J ,4, .  2_.4. , 1 1 0 

·mii l  
-

$25 ,032,406 -·· 4,71_1 ·- -- _2,4 1. 8,737 --� .. �J..q.?_._. ,___6_0 

Trnnsporl a t ion -· 1 25,}66,4 1 5  
P l an i  
Mainlcnancc 1 38,640 ,374 

7la"il"Cnrs·un·u-- -- --· -· ·-
.§���1ps .. .... J. .1}1227,645 

. ·-·--l <J ,50 1 , 904 · - __ 

1 3 ,52 1 , 100 

1 ,978 

2,044 

6,296,402 -- ·- __ L ,620 _ 
Bus M a in tcnanre 6 1 ,54 1 , 1 78 2,356,80-4 876 
n fOTmal ion 

h----- -

Technology 1 8 ,303,487 1 , 1 50,200 208 

2,830,?0-1_ � 1 30_ --��---

479,73g 

1 92 ,650 

50 - 76 1 2  
-•••-• --- • M .,.,,._ • -- ---- ----

63 - 1 06 4 

28,860 53 
--· - - ---

la i r···---··--- ---·--- --- •------ 1----

J n rrascructu rc 25,78!.J,247  908, 4 1 6  294 · Ma1inals aml_____ · --- -··-··---·--·- -- ·· -·-· --· -· 
Procurement 1 5 ,360,929 820,725 ., ,  11 
Tra i ri irig anil 

· · · --

Deve lopment  1 0 ,522,250 54 1 ,796 Other ·--·- · ··-··--···--···-·-•· · •  ·• ---- -·· ··-··--------, 
Depart  men ls 53,9 1 6,437 -- ---· 1 ,4 13 ,382 __ . 

$853 , 092,072 $7 1 ,543,13 5 

------- -----

1--------t ··-------· · · 

�c....•3_39 __ 5 1 - 63 2 

6,012,820 143 

*i11c/11des $4.6 111 illio11 in 2012 and $7.8 million in 2011 as scheduled overtime 
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