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Department: City Manager RFD No: LS-18-050

Prepared By: Dion Pollard Attachments: Executive Audit Forensic
Investigation Report: Summary

Recommendation: That Council Accept the Executive Audit Forensic Investigation Report
Summary as information.

Issue: To provide Council with the results of the Executive Audit Forensic Investigation
Report Summary prepared by MNP LLP (MNP).

Background: In 2017, the governance review report of George 8. Cuff & Associates
recommended a forensic audit be conducted. Council engaged the law firm of Reynolds
Mirth Richards and Farmer LLP (RMRF) in 2017 to assist having the forensic audit
conducted. The forensic audit reviewed the managerial and fiduciary actions, responsibilities
and decisions taken related to the expenses and procurement of the Mayor, Council, CAO,
Deputy CAD, and 36 other management employees between the periods of January 1, 2009
to June 30 2017 (“Executive Expenses”). This was a total of 45 individuals reviewed. RMRF
engaged MNP to conduct the Investigative Forensic Audit.

As a result of the Forensic Investigation Audit into Executive Expenses, MNP identified the
following:

• A GST audit was conducted by the CRA in 2015-2016 and the City had to pay back
$52,158.30 for GST it was not entitled and for penalties. This was mainly due to the
lack of supporting documentation for expenses.

• From reviewing the City’s policies, MNP identified a number of criteria to use for
assessing compliance with them. The Executive Forensic Audit noted many instances
in which transactions failed on one or more audited criteria. Failure did not mean
that the purchase or expense was not in the interests of the City of Lloydminster,
just that they failed to meet one or more of the required auditable criteria. There
were many records and transactions reviewed by MNP. Thousands of accounting line
items were reviewed.

• Of the 6,156 transactions analyzed,
required supporting documentation.
deficiencies in information provided,
signatures or lack of receipts, which

3,144 transactions (or 51.1%) did not have the
In most cases, the failures were linked to
including inappropriate or omitted approval
were required by City policies.
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• MNP found the lack of supporting evidence for such large proportions of the expenses
reviewed is not likely due to an oversight. It seems more likely that such an
approach was a systemic and pervasive culture within the organization.

• Expenses claimed did not meet all of the criteria required in the City’s policies.
Supporting documentation was lacking. Back-up management and administrative
controls were lacking.

The AHHA Moments Inc. and Golf Lease Inc. agreements were examined as part of this
audit and MNP noted the following:

• Both awarded contracts failed to meet the requirements of the Procurement Policy
CW-01-09-21200, which was the active policy at the time they were awarded.

• Both contracts failed to fully comply with the requirements of the New West
Partnership Trade Agreement (NWPTA).

• Neither contract was tendered using a public and transparent process.

Options:

That Council accepts the Executive Audit Forensic Report Summary as Information.

That Council direct administration to obtain further information and report back their
findings at a future Council meeting.

Legal Review: This report has been reviewed by RMRF.

Governance Implications: The City has undergone a governance audit and has adjusted
its policies to ensure compliance with best practices in the areas of procurement, expenses
and other areas as per the governance audit. Any further adjustments to policies as a result
of the MNP forensic investigation are being done.

Budget/Financial Implications: The cost of this audit was approximately $194,000.00 of
which monies were drawn from The Office of The City Clerk’s, operational legal budget.

Environmental Implications: N/A
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1.0 TERMS OF REFERENCE

MNP LLP (“MNP”, “we”, “us” or “our”) was engaged by Reynolds Mirth Richards & Farmer LLP (“RMRF”),
legal counsel for the City of Llcydminster (“the City”), to provide investigative and forensic accounting
services. Our services were required related to expenses, and the managerial and fiduciary actions,
responsibilities, and decisions taken related to the expenses and procurement, of the:

• Chief Administrative Officer (“GAO”)1;
• Deputy GAO;
• Councillors and Mayor; and
• 36 Management employees,

for the period of January 1, 2009 to June 30, 2017. The objective of this report is to provide the results of
our analysis to date, including our observations and findings on the information available for our review.

This document is a summary report. It was prepared to provide a high-level summary of the result
of our extensive investigation. MNP understands this document may be made available to the public.

The Chief Administrative Officer position is referred to as ‘City Commissioner’ in acme of the pcicies cf the City This position was laterrenamed
thn the City to City Manager. The terms Chief Administrate Officer, City Commissioner, and City Manager are interchangeabte.
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2.0 BACKGROUND

2.1 Introduction

In the Spring of 2017, the newly elected Mayor and Council hired George Cuff to review the governance of
the City. Mr. Cuffs Governance Report recommended a “forensic audit”, which was then endorsed by the
City.

On June 26, 2017, City Council passed a resolution as represented verbatim below:

1. In accordance with the recommendations of the organizational and governance
review report of George B Cuff & Associates Lid., the Interim Chief
Administrative Otticer and the City’s legal counsel, through its solicitors Reynods
Mirth Richards & Farmer LLP, the services of a forensic auditor be engaged to
audit the City’s records regarding the expenses, and the actions and decisions
related to the expenses, of Council (Councillors and Mayor), management and
others as may be required, for the period of January 1,2009 to June 30,2017, or
such other past or future dates as may be necessary for a satisfactory forensic
audit of the expenses and the actions and decisions related thereto:

2. As deemed necessary for conducting and completing the audit, the forensic
auditor may review any and an other City records as maybe required;

3. All steps and actions as may be necessary to give effect to this Resolution may
be taken; and

4. The rights of the City related to all mailers be protected and preserved.

We have planned our engagement based on the Council resolution and instructions of legal counsel.

This report is the result of our extensive work on this matter.

We have examined the workplace expenses of 45 individuals holding senior positions over 8 % years. This
included investigation of 6,156 individual transactions tested against 41 policy criteria of the City, and
customary business practices.

The individuals whose expenses are examined in this Report were selected by the City.

2,2 Scope of Engagement

We were asked to review and analyze all expense transactions, and the details pertaining to those
transactions, such as purpose, rationale, approvals, financial accounting and reporting, and compliance with
the City’s expense policies, for the period of January 1,2009 to June 30, 2017, for 45 senior individuals
elected to or employed by the City2.

2 This includes the following positions. Mayor(s). Councillor(s) City Manager. Deputy City Manager, Director(s) General Manager(s). Chief ofStaff, City Treasurer, City Clerk, and Executive Coordinator, among others
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We were asked to answer and quantify, where applicable, the following key questions:

1. Were expenses Claimed by the 45 individuals compliant with City policy?

2. Were expenses claimed by the 45 individuals properly documented?

3. Were management controls in place to govern expense transactions?

4. Do the discrepancies, if any appear to be a deliberate contravention of policy, or simply mistakes?

5. What types of transactions were conducted by the 45 individuals on behalf of the City?

6. Were selected contracts entered into by the City tendered in an open and transparent manner?

2.2.1 Policies Reviewed

In our analysis of individuals’ expenses, we examined policies relating to the purchase of goods or services
made on behalf of the City. The City has provided us with the following three policies in effect during the
period of our examination:

1. Expense Accounts Policy first approved by Council on November 1, 1987 and last revised and
approved by Council on April 1, 2009 — governing the overall expense claim and reimbursement
procedures for expenses incurred on behalf of the City by City Council, its administration, and
employees;

2. Travel Reimbursement Policy, which replaced the Expense Accounts Policy and was approved
by Council on December 12. 2016 — governing, specifically, expense claim and reimbursement
procedures for travel expenses incurred in relation to City business on behalf of all City employees;
and

3. Procurement Policy #CW-O1-09-21200 effective during the period when both the AHHA Moments
Inc. and the Golf Lease Inc. contracts were signed.

2.2.2 Documentation and Data Reviewed
We reviewed and relied on 7,707 pages of records and 65 GB of data in the preparation of our report. A
detailed list of records examined (both hardcopy and electronic) are appended to this Summary Report as
Appendix A.

2.2.3 Methodology

In conducting our analysis, we have performed the following procedures:

• Compiled, reviewed, and summarized the City’s expense and procurement policies applicable to our
period of review;

• Identified policy criteria applicable to our review;

• Isolated accounting data (general ledger) expense transactions, for 45 City employees and elected
officials, incurred during the period of review;

• Searched for and acquired all available documentation supporting the general ledger expense
transactions for the 45 individuals. These included expense claim forms, purchase orders, receipts,
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invoices, credit Card statements, mileage logs and per-diem claim forms, submitted to or created for
the City to support reimbursement of expenses:

• Examined and recorded all relevant information from each supporting document for each
expenditure, corresponding to each general ledger line item:

• Compared and scrutinized each individual expenditure item against the policy criteria:

• Summarized the results of our analysis - both by each person and by overall expense categories —

in analytic and narrative form:

• Conducted interviews to obtain clarification on the City’s routine business practices and procedures:

• Reviewed and summarized the City’s procurement policies into 21 distinct criteria applicable to
contracts:

• Examined and scrutinized two contracts, AHHA Moments Inc. and Golf Lease Inc., against
summarized procurement policy criteria: and

• Summarized the results of our analysis for the two contracts in a narrative form.

2.2.4 Limitations

The reader is cautioned that selecting portions of the analysis contained in this report, without considering
all factors and analysis in the calculations could result in the misinterpretation of comments and conclusions
drawn. We have relied upon the information provided to us.

We reserve the right to review all calculations included or referred to in our report and, it we consider it
necessary, to revise our calculations in light of any new information which becomes known to us after the
date of the report. MNP has not interviewed or otherwise contacted the individuals whose expenses
are examined in this Report.

2.2.5 Independence and Objectivity

This report was prepared in conformity with the Standard Practices for Investigative and Forensic Accounting
Engagements of CPA Canada3, in doing so the author acted independently and objectively.

2.3 Compliance Criteria

When assessing compliance, we began with the identification of 41 unique criteria, based on the policies,
below, and removed those which could not be assessed due to ambiguity or insufficient information:

1. Expense Accounts Policy first approved by Council on November 1, 1987 and last revised and
approved by Council on April 1, 2009— governing the overall expense claim and reimbursement
procedures for expenses incurred on behalf of the City by City Council, its administration, and
employees:

2. Travel Reimbursement Policy, which replaced the Expense Accounts Policy and was
approved by Council on December 12, 2016 — governing, specifically, expense claim and
reimbursement procedures for travel expenses incurred in relation to City Business on behalf of
all City employees: and

CFA Canada s the professional reuIaIory body aovemirg all Char.ered Pro’essional Accountants (formerly Chartered Acuntants) in
Canada. This professional body was known as the Canadian Institute ol Chartered Accountants (CICA) until 2015
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3. Procurement Policy #CW-O1-09-21200 effective during the period when both the AHHA
Moments Inc. and the Golf Lease Inc. contracts were signed.

We have used the term “ambiguous criteria” in the below table to refer to those Criteria for which the written
policies are unclear, confusing, or convoluted such that we are unable to develop a test to apply to each
expense transaction. Ambiguous criteria haven’t been given further attention throughout our work.

We have used the term “insufficient information” in the below table to refer to those criteria where the
information required to test compliance is not available to us.

The total of assessed criteria was determined as follows:

Criteria Analysis Number
Total of Expense Policy Criteria 15
Total of Tra’.el Policy Criteria 34
Subtotal 49
Duplicate Criteria Removed (8)
Total of Unique Critdfl 41
Ambiguous Criteria Removed (11)
Insufficient lntrmation Removed (10)
Total of Assessed CriterIa 20

There are 20 criteria which we were prepared to test expense transactions for compliance. We applied the
criteria to each of the expenses incurred by the 45 individuals.

To confirm the expense transactions, we analyzed the accounting records of the City, and extracted
transactions under each individual’s specific vendor name and or their associated credit card account (if
applicable). This resulted in 16,234 records (i.e. accounting line-items) for review.

Credit, GST, and Trade AP1 items do not represent unique expenses incurred, but are accounting
transactions used to record the expenses and their payment in the books and records of the City (see table,
below). Some transactions are reversals for voided transactions or to correct mistakes, while others are for
refunds. All entries made to record GST were excluded as the compliance of those transactions are assessed
on the base amount of the expense. As a result, the total dollar values discussed in this report do not include
the associated GST paid.

Accounts payable (“AP’) are liabilities which are obligations of an entity arising from past transactions or events, the settlement of
which may result in the transfer or use of assets, provision of services or other yielding of economic benefits in the future. Trade AP
arise through the acquisition of goods and the use of services specific for the entity.
CPA canada Handbook: Accounting >> Part II — Accounting Standards for Private Enterprises >> Accounting Standards “ General
accounting [Sections 1000— 18001 ‘> 1000 Financial statement concepts.
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The 16234 records data was then refined by removing transactions which do not represent actual expenses
claimed, as shown below:

Reimbursements to Individuals 2027
Payments to Credit Cards 4,129
Credit, GST, TradeAP 10,078
Total Number of Records 16,234
Total Credit, GST, TradeAP (10,078)
Transactions to be Tited 6,156
Criteria Assessed 20
No.ofTestsftpplied 123,120

There are 6156 items which were tested against the 20 criteria. If one considers each expense assessed
against a criterion a “test applied, there are a total of 123,120 tests applied. This means there are 123120
tests applied that could be assessed as either Pass, Unknown, or Fail. Unknown results are those for
which the criterion could not be assessed due to insufficient information or documentation or for which the
criterion is not applicable.
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3.0 REPORT FINDINGS

What follows are summarized findings specific to the key questions asked of us.

3.1 Expense Policy Compliance

Question: Were expenses claimed by the 45 individuals compliant with City policy?

Answer: No.

We have also calculated the percentage of only a Pass, Unknown, or Fail, using two distinct methods:

1. By Expense Transaction (6,156) —if the transactions failed on criteria it is considered a Fail.
If the transaction has a combination of Pass and Unknown results, it is considered Unknown. If the
transaction passed all applicable criteria it is considered Pass. There are numerous individual tests
applied to each transaction that are being consolidated under this assessment.

2. By Criteria Tested (123,120)— Each unique criterion is tested for every expense, and is individually
assessed as a Pass, Unknown, or Fail. The percentage of each is calculated and the results are
summarized into any overarching group(s).

The breakdown is as follows:

•A’t1f1lI;Zfl[I.1fltflflfl:iWk.J.1Dm.I
Approach No. of Transactions Pass Unknown Fail Total
Pass vs. Fail 6,156 9.0% 26.0% 65.0% 100.0%
By Criteria 123,120 29.1% 43.5% 27.4% 100.0%

The 6,156 transactions reviewed total $1,210,154.54.

Transactions that passed all applicable criteria total $110,082.38 (9%).

Transactions that failed at least one applicable criterion total $790628.26 (65%).

Transactions which had at least one unknown result and no failed criteria total $309,443.90 (26%).

Prepared for Reynolds Mirth Richards & Farmer LLP Page 8



City of Lloydminster
Expense Investigation Summary
Finalized June 8,2018

The following table depicts the totals for the passed, failed, and unknown transactions for each of the 45
individuals (individuals were not listed in any particular order):

‘rmflflrA’fl’ rsinr nrii—r.. 1
InsufficIent

Individual All Transactions Passed Failed Supporting
Documentation

1 1,270.02 51.00 1,219.02 -

2 39,010.91 - 26,582.97 12,427.94
3 59,205.91 9,659.21 32404.58 17,142.12
4 6,901.33 2,663.32 2,035.89 2,202.12
5 950.60 - 260.00 690.60
6 13,261.57 - 413.20 12,848.37
7 56,056.92 - 50,971.70 5,085.22
6 3244.16 1,694.47 1,444.15 105.54
9 22,396.06 1,321.24 11,895.33 9,179.49
10 6,142.77 317.12 1,619.55 4,206.10
11 5,946.77 - 761.40 5,185.37
12 18,061.56 - 14,686.96 3,374.60
13 33,409.39 3,025.61 11,010.85 19,372.93
14 49,581.26 6,766.99 40,026.61 787.66
15 15,606.55 13,455.55 1,754,87 396.13
16 77,399.39 1,504.75 40,326.84 35,568.30
17 3,359.80 981.60 2,110.20 268.00
18 14,965.43 - 635.28 14,330.15
19 14,186.08 5,170.87 5,795,55 3,219.66
20 4,123.38 3,570.84 552.54 -

21 57,012.93 1366.83 52467.94 3,178.16
22 785.70 464.70 - 321.00
23 6,807.98 3,691.41 2,906.35 210.22
24 26,558.98 - 23,198.49 3,360.49
25 83,832.28 7,146.00 46,917.88 29,768.40
26 2,188.28 808.00 1,380.28 -

27 14,052.37 2,825.34 6,662.64 4,564.39
28 1,014.46 - 1,014.46 -

29 25,737.12 2,936.61 15759.03 7,041.48
30 73,084.87 3,233.18 42654.04 27,197.65
31 88.34 - 70.16 18.18
32 1,453.19 393.28 1,059.91 -

33 83,594.59 360.50 71,246.69 11,987.40
34 No Transactions
35 31,855.21 6,119.52 22,082.70 3,652.99
36 6,410.17 3,140.74 - 3,269.43
37 13,421.29 3,160.59 8,795.32 1,465.38
38 28,993.27 502.00 19,781.14 8,710.13
39 110,088.94 - 97,925.25 12,163.69
40 2,323.05 1,608.04 715.01 -

41 61,672.49 2185.75 46,392.02 13,094.72
42 3,264.36 - 3,264.36 -

43 15,875.89 2,299.93 12,186.19 1,389.77
44 11,642.40 - 1,298.28 10,344.12
45 103,316,02 15,657.39 66,342.63 21,316.00

Total 1,210j54.54;11O,08138 ..-c790,62L26 3O9,443
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3.2 Documentation and Evidence

Question: Were expenses claimed by the 45 individuals properly documented?

Answer: No.

The majority of the expenses claimed are lacking the required supporting documentation. Expenses
claimed that did have supporting documents often had other deficiencies in the information
provided, including inappropriate or omitted approval signatures.

The requirement to provide receipts and other supporting documents for expenses has a pervasive and
significant effect on the assessment of many other criteria. If receipts and supporting documents are not
provided, there is no way to identify the specific nature of the expense. In such cases, the evaluation of
whether there are spousal expenses, alcohol, rental vehicle convenience options, business air travel, room
service, excessive gratuities, or personal phone calls is not possible.

Of the 6.156 transactions we analyzed, 3,144 transactions (51.1% of transactions) did not have supporting
documentation or receipts These transactions account for $633,144.26, or 53.1%, of the amount of the
transactions analyzed. Whether viewed from the perspective of dollars or number of transactions, over half
of the transactions lacked the supporting documents required by the policies.
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3.3 Management Controls

Question: Were management controls in place to govern expense transactions?

Answer: No.

Management had implemented a system of management controls; however, these Controls are not sufficient
to cover all risks associated with expense transactions. We have noted several possible controls over key
elements of the process that have not been implemented, controls that were implemented that appear
circumvented, and lack of enforcement over controls generally, including:

• A pervasive lack of documentation and detailed receipts was allowed to occur.

• The City underwent a OST audit during 2015 - 2016 conducted by the Canada Revenue Agency.
The GST audit resulted in noted deficiencies, $52,158.30 in required repayments and/or penalties
levied, primarily due to a lack of supporting documentation for expenses. The City may be exposed
to additional future liabilities if the lack of supporting documentation for expenses continues to be
prevalent.

• Details provided with the expenses submitted by an individual, including for whom the charges were
incurred, are not entered in a standardized way (or, often, at all) in the general ledger. This means
there is no reliable method to determine, based on the electronic records of the City, for whom each
expense was incurred. As a result, controls regarding the reporting of expenses cannot be enforced.

• The most senior individual present when an expense was incurred did not always pay and submit
the expense for reimbursement. This also resulted in the most senior person present approving the
expense claim for the individual who paid. More succinctly, this practice resulted in individuals self
approving expenses incurred on their behalf, which is a conflict of interest.

• Pre-approvals required by the policies for certain types of expenses are not formally documented.
As a result any deviations from the policy cannot be identified or tracked for remediation.
Enforcement of the control over pre-approval is not possible in these circumstances.

• Expense transactions are entered into the general ledger at a summarized level that eliminates the
specific details of each underlying transaction. This significantly reduced the usefulness of the
information captured in the general ledger.

• The copy of the form used to acknowledge compliance with the City’s policies regarding credit card
purchases could not be located. This form would have been signed prior to 2015, when this control
was being enforced.

• A form used to indicate that employees with custody of a credit card acknowledge their duty to follow
the City’s policies regarding credit card purchases was required prior to 2015. As of 2015, completion
and signature of this form was no longer required and compliance with the City’s requirements over
credit card purchases was not being enforced.
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3.4 Policy Contravention

Question: Do the discrepancies, if any, appear to be deliberate contravention ofpolicy, or simply
mistakes?

Answer: Numerous discrepancies were noted. All discrepancies do not appear to be the result
of simple mistakes or oversights, but a pervasive failure to ensure policy compliance.

The pervasive existence of deviations from policy suggests that not all are the result of a mistake or oversight.
It is possible that such deviations could be the result of an individual being unaware of the policy: however,
this wouldn’t apply to individuals in a role that would require awareness. The City Manager/CAD during the
period of review was responsible for ensuring that the policies of the City reflect best practices are
periodically updated. and are enforced within the organization. There is no evidence of compliance with these
responsibilities during the period of review.

Alberta Nkinicipal Affairs describes the role of CAO as follows:

“The CAD is the administrative head of the municipality. The CAD’s responsibilities include ensuring that the
municipality’s policies and programs are implemented, advising and informing the council on the operation
of the municipality, performing other duties assigned by the council, and ensuring appropriate staffing is in
place5”.

If an individual in the position of CAD is or was unaware of the policies, that in and of itself would constitute
a significant non-performance of job duties. The CAD is directly responsible for the Tone at the Top.

Tone at the Top refers to the ethical atmosphere that is created in the workplace by the organization’s
leadership. Whatever tone management sets will have a trickle-down effect on employees If the tone set by
senior leaders upholds ethics and integrity, employees will be more inclined to uphotd the same values
However, if upper management appears unconcerned with ethics, employees will be more prone to ignore
them too In short, employees will do what they witness the bosses doing. Tone at the Top is often called the
most important element of internal controls and an anti-fraud program.

The lack of supporting documentation for such a large proportion of the expenses reviewed is not likely due
to an oversight. It seems to be more likely that such an approach was a systemic and pervasive culture within
the organization. Although we cannot confirm what the reasoning for such an approach may be, it is plausible
it was deliberate to conceal conduct that individuals knew was in contradiction to policy.

We noted that in many cases expenses incurred by a group were submitted for reimbursement by one
individual. In such cases the policies of the City required that the most senior individual present pay for and
submit the expenses. We observed numerous transactions where someone other than the most senior
individual present paid for and submitted expenses.

Publications of the Association of Certified Fraud Examiners, and other leading guidance
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3.5 Transaction Types

Question: What types of transactions were conducted by the 45 individuals on behalf of the
City?

Answer: We have grouped expenses into nine main categories, as shown below.

We have categorized each of the 6,156 analyzed expense transactions into expense categories. 123,120
criterion tests were applied to the 6156 transactions (each transaction tested 20 times for each criterion). A
unique category was assigned to each expense based on the details of supporting information. The following
table shows the test results, by category:

Expense Category ItéliS Reviewed % Passed . % Unknown % Failed
Office 2026 20% 47% 33%
Nal 1576 24% 46% 30%
Conference 167 32% 39% 29%
Travel 693 39% 38% 23%
Mleage 692 52% 26% 22%
Hotel 762 33% 46% 20%
Mxed Categories 189 29% 52% 19%
Auto 14 29% 55% 16%
Per Diem 37 90% 4% 6%
Total 6156 29.1% 43.5% 27.4%

This analysis leads us to conclude:

1. 29.1% of all (individual) tests applied passed. The most policy-compliant categories were per-diems
and mileage, which are noted to be expenses not requiring documentation, and calculated using a
standard formula.

2. 43.5% of all tests applied cannot be assessed as either pass or fail due to insufficient supporting
information available for review.

• Claims were missing invoices and receipts! or if such were provided, they were not itemized,
and we were unable to test the transaction.

• Without a Claim Form, we could not conclude whether the expense had been approved.

3. 27.4% of all tests applied failed.

• The appropriate claim reimbursement process was not followed — Claim Forms, invoices,
receipts, and the required approvals (signatures) were not submitted.

• Claimants only submitted a credit card statement to support their expense claim.

• Claimants exceeded the allowable tip percentage of 10%.
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3.6 Contracts

Question: Were selected contracts entered into by the City tendered in an open and transparent
manner?

Answer: No.

We undertook the following procedures:

1. Evaluated the contracts against the City’s procurement policies, to determine compliance with the
policies; and

2. Determined if the contracts were appropriately approved.

To complete the contract review, we reviewed the City’s procurement policies relevant to the time period
when the contracts were signed. We have summarized the Procurement Policy #CW-01-09-21200 revised
December 18, 2012 into 21 criteria.

The results of the contract review compliance and appropriate approvals, for each contract separately, are:

AHHA Moments Inc.

• The contract was signed on July 22, 2013. The signing of the contract is a significant conflict of
interest as the parties to the contract did not deal at arm’s length.

• The purchase of services offered through the AHHA Moments contract had not been authorized in
the 2013 annual budget and there is no evidence it had been budgeted. We could not find meeting
minutes which show the project beino approved by the City Council as required for such a project

• The AHHA Moments contract passed one criterion (#16) as, by the City’s definition, the contract
meets the definition of a Standing Offer Agreement (“SOA”).

• The ANHA Moments contract failed 11 criteria as it did not follow a non-discriminatory and
transparent tendering process as required by the Citys procurement policy. Not only was the
tendering process non-transparent; we did not find information suggesting there was a tendering
process at all, or the requirement for the services to be contracted.

• $184,443.59 in payments were made to AHHA Moments Inc., including a payment of $120,000,
which constituted the contract termination payment to AHHA Moments. The City advised us
$120000 had been repaid in 2015. Therefore, the total net amount paid to AHHA Moments is
$64,333.34.

Golf Lease Inc.

• The Golf Lease contract failed 10 criteria as it did not follow a non-discriminatory and transparent
tendering process as required by the City’s procurement policy. We did not find any information that
would confirm the project was advertised to the broadest market possible as required by the Revised
Procurement Policy.

• We did not find meeting minutes showing the intent, budget or approval for this lease agreement.

• The Golf Lease contract passed two criteria (#5 & #16):

o Criteria 5—We did not find any evidence suggesting parties to the contract were not dealing at
arm’s length.

o Criteria 16— By the City’s definition the contract meets the definition of a SOA.

• The contract had expired in 2017 at which time the City exercised its right to purchase the golf cars.
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4.0 RESTRICTIONS AND LIMITATIONS

This Report was prepared for Reynolds Mirth Richards & Farmer LLP in relation to the City of Lloydminster
expenses and other audit matters. This report is not to be used for any other purpose and we specifically
disclaim any responsibflity for losses or damages incurred through its use for a purpose other than described
in this paragraph.

We reserve the right, but will be under no obligation, to review and/or revise the contents of this Report in
light of information which becomes known to us after the date of this Report.

Yours truly,

A’JPLLP

Lisa Majeau Gordon, CPA, CA’IFA, CFE, CICA, CFF
Partner, Investigative & Forensic Services

Graham Quast, CPA, CAIFA. DIFA, CFE. CFF
Senior Manager, Investigative & Forensic Services
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5.0 APPENDIX A

Documentation and Data Reviewed:

• City of Lloydminster general ledger (accounting records) for the period January 1, 2009, to June 30,
2017;

• Employee expense reports for the period of January 1, 2009, to June 30, 2017 for the 45 persons of
nterest;

• Claim forms related to the expenses under review (where available) for the period of January 1,
2009, to June 30, 2017;

Purchase orders related to the expenses under review (where available) for the period of January 1,
2009, to June 30, 2017;

Expense receipts and invoices supporting the expenses under review (where available) for the
period of January 1,2009. to June 30, 2017;

• Debit and credit card slips supporting the expenses under review (where available) for the period of
January 1,2009, to June 30, 2017;

Employee mileage/driving logs and mileage reports supporting the expenses under review (where
available) for the period of January 1,2009, to June 30. 2017;

• CUETS Financial MasterCard statements for account number 5527 4911 9XXX XXXX supporting
the expenses under review (where available) for the period of January 1,2009, to June 30, 2017;

• Scotiabank credit card statements for account number 4537 5OXX XXXX XXXX supporting the
expenses under review (where available) for the period of January 1,2009, to June 30, 2017;

• Identification of signatories and their positions, provided by the City for the period of January 1,2009,
to June 30, 2017;

• Listing of 45 individual City of Lloydminster employees whose expenses were to be reviewed for the
period of January 1, 2009, to June 30, 2017;

• City of Lloydminster position description for the City Manager/CAD;

• Employment agreement dated September12, 2012 for the position of Chief Administrative Officer;

Professional services agreement between ARHA Moments Inc. and the City of Lloydminster, signed
July 22, 2013;

• Golf Lease Inc. golf cart lease agreement with Lloydminster Facilities Corp. dated May 1, 2013;

• Corporate registry for AHHA Moments Inc. and Golf Lease Inc.;

• City of Lloydminster Expense Accounts Policy last revised on April 1, 2009;

• City of Llcydminster Travel Reimbursement Policy approved by Council on December 12, 2016:
• City of Lloydminster 2009 Procurement Policy effective on April 1, 2009 and revised on December

18, 2012;

• City of Lloydminster 2016 Procurement Policy approved by Council on January 25, 2016; and

• NWPTA Procurement Guidelines dated February 2014.
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